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INTRODUCTION

BERRLE For the past thirteen years, the Cmmm@%wa??+& and New
South Wales governments have been &OTlV%ig tudying proposals
for the expansion of airport capacity in nSﬁi€5$ the most
recent of these governmental studies being the MANS (Hajor
Airport Needs of Sydney) @fquwﬁw This paper deals with tThe
MANS study and with some questiong arising from it. Sections
2 to 9 below describe and evaluate the work undertaken in the
MANS enquiry itself. 1In section 10, the present runway
pricing policy is examined together with an alternative

pricing strategy which would better represent the principle
that each user should pay enough to cover the direct
attributable cost of his use, sers in aggregate ghould
pay enocugh to cover all the ¢ ater sections argue that
imyl@mentatioﬁ of this pri & reduce traffic levels:
that because the velativ of ihiﬁ uyﬁcf inthe
MANS study, ih% results are no '
unwise to rush into early yunw
pricing policy should be implemented at |
to be used to guide a later investment dec

ey o

e results

1.2 Notwithstanding some shortcomings, the MANS study
major contribution, em ﬁdyhm& many man-years of work h* a
of highly-skilled professicnals. The size .and complexity of
the study makes it difficult for the cutsider to test &21 the
details of the work. While the public reports enable
examination of the cverall v%rwﬁtmrc of the study, many other
matters (especially relating to the choice of input data and
to some of the assumptions used in processing these datal
have to be taken on trust.
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ORGANISATION AND CONTEXT OF THE MANS STUDY

New South Wales (NSW) govermments

2.1 The
jointly est gstudy in 18763 although the
garlier gov had not led to a conclusive
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political - much of this eariisr work was used in the
MANS gtudy. The two governments established a MANS committee,
with its own EQQ?@?&T*mu3 and with an official from the
Department of Traﬁsparzﬁ Austyralia, as chairvman. The Three
other Commonwealth members were cofficials drawn from the
Department of TFinance, the Department of Construetion (now the
Department of Housing and Constructicn) and the Department of
Environment, Housing and Community Development {now the
Department of Home Affairs and the Envirvonment). The four
state members were officials drawn from the State Polluticn
Control Commission, the Planning and Environment Commission
{now the “@ydftmewf of Envirvonment and Planningl, the Traffic
Authority of NEW, and the Premier’'s Department.

2.2 Because airports have such diverse aspects and
congequences, a wide range of atudies has to be undevrtaken
before embarking on airport develcopment. For this reason

ot
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the MANS committee establi nine consultative groups and a
number of woykﬁgs groups ., to consider and report on one
Or more as ts of the pr Appendix B gives the names

of these grmupa and their gition by departmental
affiliation. HNote the nu 21 predominance of Commonwealth
government officials, esp y those from the Department of
Transport, Australis (DOT many cases, this predominance
follows inevitably from e of DOTA as the only operator

act that the N

of major airports, and fr
does not operate any airp

W government
ce is that it is

>
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difficult to find expe@f %e on airport sign and operation
outside the Commonwealth public service, and it may be that
the state government officials felt themselves to be alt some
dlgadvanuags in that aspect of the work.

2.3 Because of the politically controversial nature of
airport development, it was decided to publish a great deal
of the results of the h“udy and to invite public participation.
To this end, the MANS committee established a further group,
the Public Purt cipation Consultative Group:; again see
Appendix B. HMost of the work of the va ;»ua congultative
groups was done in 1977 and early 1978, with the groups
reporting by mzﬁ»uﬁ+;3c? 1978. These re 1(?”” were made
phblicly available; ils are Appendix A which
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lists all the dagur
DrOgramme . Jnﬁl&a’
Information Bullet:
simple terms the te
reports., The MANE
of consultants to u
many of their o

2.4 In 1878 and 1°¢ invited submissions
from the general publi 1ation industry;
Appendix A gives detai ssued submissions from
industry interasts., D ANS commitltee was unable
to agree on policy conclius al hie reflected
the differing stances +1 nm In December
1979 the Commonwealth I Al tee issued a
short report outlining the C ons, and this
was promptly crit ;cise ¥ kS =y t During 1980
and 1881, the Commonwealth go ent D ed the NSW
governmen+ to support these recc zmgndat and in particular
urged NSW to accept the proposal for a fu v runway at the
present Sydney Aivport. In July 1981, the NSW Premier
publicly r@j@cred this proposal and urged the Commonwealth
government to get on with the job of selecting a second air-
port site. This in turn was publicly rejected by the
Commonwealth Minister for Traﬁgp@?ﬁ who said (DOTA, News
Release, July 22, 1981) that the NSW position "ignores the
fact that a 5%&&&& jet aivport caﬁﬁgﬁ be relied upon to
provide any velief until the mid 1990s" and this "leaves me
no alternative but to ingtruct my Department to begin decmiléﬁ
planning for the orderly and progressive

]



services to and from Sydney". The entrenched positions and
the statements of the two governments suggest more concern
for electloneerlng than for the realities of airport
operation, but the elect1oneerlng aspect is not pursued here.
However the question of alrport management over the next few
years is considered belmw, in sections 11 and 12.

TRAFFIC ggggchTzns

3.1 The MANS committee asked the Bureau of Transport
Economics (BTE) to develop demand models and to prepare fore-
casts of the annual totals of passenger and aircraft movements
at five-year intervals to the year 2010. The Forecasting.
Report {23] gives an account of this work and of the results,
while BTE (1878) reproduces an almost identical text and also
gives in agpandiaes some further details, especially of the
econometric models used to forecast passenger numbers.

3.2 The BTE makes it clear - see pp. 2 and 38 of BTE (1878) -
that it was requ;red to adopt methods and assumptions laid down

by the Forecasting Consultative Group, and that the BTE might

not choose the same assumptlons in an independent study of the
same topies. This reservation applxes partlcularly to the
predicted values of the exogenous variables used in applylng

the econometric demand models.

3.3 The principal exogenous variables, and the assumptions
about future values were:
real disposable income high, median and low fore-
per head, for . ‘cast growth rates of
Australians {respectively) 3%, 2.25% and

1.5% per annum, thraughout
the study period

population levels for high, median and low fore~
Australia and for casts of annual growth rates;
each state median forecasts are 1.48%

initially declining to 1.22%
for Australia, 1.03%
declining to 0.80% for NSW

real airfarvres (forecasts discussed in the
~ next paragraph)

real costs of car growth rate of 2.5% per

“travel , annum

travel time by air no change in future years

and road ‘

other variables extrapolation of past trends

{(including real imports
per capita, real exports,
income of overseas
residents, and population
of overseas countries).

!



3.4 On trends in veal airfares; it was assumed that market
situations would not change significantly: and hence that
changes in (nominal) airfares would reflect cost changes.
Each cogt component was supposed +o ‘have a constant, albeit.
distinet, growth rdate. OF particular <dinterest are the .
assumptions ([23], paragraph 2.6.7) on fuel prices and cosis:
for international services, a growth (in real terms) of 3.3%
p.a. to 1985, and for domestic services 10% (to meflect the -
transition to import parity pricing for oil); aftér 1985, for
both categories; &'decline of 2% pva. in fuel costs, to
_.reflect economies in fuel corsumption. . SEER

3.5 "Growth rates for the various cost components were .
combined to give two sets of assumptions for real airfaresy.
the more optimistic of these (used for a high forecast of =
passenger numbers) is as follows: : i f e ga .

~routes annual growth rate in real fares (%)
) o . 1976 to | o so0 1985 to
B S, R 1985 e 20000
international R R e H e
- busginess passengers ~0.5 Bt ¢
- non-business passengers -2.5" e SRR (S E
_dnterstate o - 0.0 - =0.7
intrastate * V 0.0 i s =03

The less optimistic set differs only for the period 1876-85,
for which:interstate farves are assumed to rise at 2% and
intrastate fares at 1.5% p.a.; this set was used in both the
median and low-passenger forecasts. o '

3.6 The details of the econometric demand models are
considered to be beyond the scope of #his paper. However it
may be said that the BTE work is distinguished by considerable
disaggregation of passerger movements by route, purpose of
travel and whether or not the passenger is in transgit. (In
the historical data of passenger movements, a transit
passenger is c¢ountéd both on arrival and on departure.)
‘However, the use of these demand equations for predicting
future passenger movements is open to much more serious
challenge, not only because of the {inevitably) arbitrary
nature of forecasts of many of therexogenous variables (and
the assumptions relating to future trends in real airfares
look particularly fragile) but also hecause of the .need to
make assumptions about growth in the supply of direct flights,
which will give fewer transit passengers compared with the
(8ignificant) numbers observed in past years. Although the
BTE report gives the estimated demand equations- (in Appendix 17,



in many cases the units of the variables are not stated, and
thus generally it is not possible to explore the sensitivity
of the results to changes in the forecast values of the
exogenous variables.

3.7 These doubts put on one side, it is worth noting that
the median forecast growth rates for passenger movements,
averaged over the years 1976 to 1985, are 8.7%, 4.6% and 5.5%
p.a. for international, interstate and intrastate services
respectively. These rates are lower than those experienced
during the earlier years on which the econometric models were
calibrated.

3.8 Before these passenger movements can be converted into
forecasts of aircraft movements (where a movement is an
arrival or a departure), it is necessary to make further
supply-side assumptions. It was generally anticipated that
there will be a number of structural changes, each having the
effect of reducing the number of aircraft movements at Sydney
for a given level of passenger movements in Australiay these
include trends to higher load factors (percentage of seats
cccupied), to larger aircraft, to a larger numbeyr of direct
domestic flights (bypassing Sydney), and to greater use of
Melbourne and other Australian airports for international
fiights (thereby reducing the proportion of international
transit passengers at Sydney). The BTE analysis makes some
allowance for all these factors, but it is of course difficult
to judge how much allowance should be made. Certainly there
are doubts about the accuracy of this aspect of the exercise,
doubts which are fostered by the naiveté of the assumptions
concerning the introduction of Concorde supersonic services -
see p. 86 of BTE (18783, ‘

3.9 The principal median forecasts for aircraft movements
are reproduced here in Table 1. TFor the traffic categories
employed, the following definitions should be noted:

- interstate airlines: defined de facto as Ansett and TAA
- intrastate airlines: all services operated by East-West
: Airlines, and Airlines of NSW - at
present these use Fokker Friendship
+turbo-prop aircraft

-  commuter services : regular airline services provided by
companies operating under Air Navigation
Regulation 203 (which does not require
a full airline licence, but which
pestricts such operators to aircraft
not exceeding a certain weight limit,
effectively restricting capacity to
not more than about 18 seats)

- other aviation : charter, business, private, flying
tpaining, aerial work, etc., involving
many aircraft types, but predominantly
those which are very small indeed.



TABLE 1 MEDIAN FORECAST OF AIRCRAFT M JVEMENTS
: AT SYDNEY, 1980 - 2010 - :

*houmaﬁé

hY

7/

Year 1978 1980  1980' 1385 1830 2000 5010
“Airlines ~ S ; ,

international 19.5 ° 20.2  18.4% 20,9 - 21.3 24,5  -30.1

interstate 54,1 ¢ 891 59.5 72.00 73,5 100.0- 128.1

intrastate 27.6 30.8 "2B.8 @ 38.0 : 43,1 . 50.4 65,3

Commuter S19.5 0 "1945 ¢ 85,1 21,0 - 22.9 26,1 30.%

‘Other aviation 80.9  38.2 °~ 0.0  %1.2 44,4 - 51.6.  ~59.9

TOTAL 151.6 177.8 181.8 193.1 205.2 252.8 31u.0

Actual movements i@rf%he yvear endin g Jur@ 3@

‘of er@@awiﬁng R govt i?ﬁjg aﬁd

Source: Tables 7.1 and 7.
R Sgrove (19 81;$

a
- Table 2 of Co

As Table 1 aisg *thSﬁ the for@m&bte%s have not had much- luck
g0 far: for the three airline ﬂa?@gowLea, the forecasts for
1980 are significantly above the actual outcome (10%, 16% ;- "and
7% too high, respectively) wh¢im the other forecasts are too
low, especially commuter flights {(where the outcéome is 80%
hlghﬁw thaﬁ the forecas <} - BT H

QWO _ ?he forecasts made initially by the BTE are of "what
demand would be in unconstrained @@m@i_lmﬁq and "do ‘ot
account for the impact congestion may have on thesé movements”
(paragraph 2.2.7 of [23]). Also “*he impact on demand of -
alternative locations for a new major airport for Sydney are
not cons%der@ﬁ” (@apagwaph 2.2.8). With increased congestion
in mind, the Forecasting Consultative Group %u@b@quenfly made
a moée&t reduction to %ue forecast movements fbor the 'other
aviation' category, and it 'is these veduced figures #Which are
included in Table 1. This mention of future n@ﬁgeﬁﬁloﬂ brings
out' the need to consider future ;rdwlng and reyu Latory policy
at KSA; see sections 10 and 17 ‘below. Here it is stafficient
to note that all movement® forecasts should depend upon trends
in airport charges, as part of the trends for real airline
costs. The report gives no ln?@rmutLCﬁ on this, and it seems
~ unlikely that any major change wn rvlczng polity was envisaged
‘in the course of the forecasting exercise. This apparent
omisgion could be of crucial @1gn1Xs@anﬂ»3 at least for fore-
casts fer d¢ommuter airlines and other aviation. On a related
matter,’ &he forecasting exercise prV&dmd estimates for
‘essential' and 'non-essential’ other aviation; the distinction
is entirely arbitrary, and the details may be found on pp. H45-6
of [231. + - R

3,11 As Table 1 shows, aircrdaft movements by commuter alr-
lines and 'other aviation comprised about 33% of total actual
movements in 1876, and 0% in 1980. Such +traffic does not

o



require the facilities of a major airport such as KSA, and
might be transferred to a lesser airport (see paragraphs 5.2,
7.3 and 11.8 below).

3.12 These macre forecasts were extended (by officers of the
Department of Transport, Australia) to give daily tlmewﬁrafilesaé
aircraft movements, mainly t+o obtain more insight inte the
situation at peak perlcés. Such profiles were developed for
an average day, a ‘busy' day and a 'busiest' day, and may have
some degree of upward bias ([23], p&wagrayhs 2.8.3 and 4).
Perhaps the single most 1mp&r%ant use of these profiles is in
the prediction of runway congestion (section 4 below). If may
be noted here that the time graf¢1e used for that purpose
measures the proportion of a day's total movements mccurrlng

in ‘each hour of the day. The difficulties of prediction are
illustrated by the remark (paragraph 5.4.22 of [281) that,
before its use in making congestion @?edlﬁthﬂSg "the selected
profile was smoothed by reducing activity in peak periods to
correspond with forecasts” of the manner in which the airport
will be operated so as to spread the peaks. Once agalﬁ we see
the need to spell out airport pricing and other palxe&es which
will influence airport utilisation.

THE PRESENT KINGSFORD SMITH AIRPORT AND Rﬁ@@&? CONGESTION

4.1 The present Kingsford Smith Airport (KSA) is one of
t+he oldest big-city azrpgvts in the world, its site at Mascot
thav1ng parm&tteé successive schemes for expansiocn, culminating
in major extension of the north-south runway southwards by
land reclamation from Botany Bay. The present runway layout
is shown in Figure 1. ' ‘

Sydenham

Randwick

Runway
07

Rockdale

Botany Bay
FIGURE 1 RUNWAY LAYOUT AT KINGSFORD SMITH AIRPORT
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TABLE 2 ﬁ&TiNéZZD ANNUAL MEAN DELAYSY TO ATRCRAFT,
QNL; SEG SMITH f ,-;.;».R?Oﬁ‘},’? FOR ALTERNATIVE
EAY”“C LM YELS AND ATIRPORT CON RATTIONS
Aircraft Mean delays {(minutes/aircraft
Configuration movements movement )
per year arrivals &

arrivals departures departures

1. Existing 140,000 1.28 1.68 .87
170,000 2.25 3.36 Z2.81
200,000 3.80 6.48 5.1Y4

2. Existing, but 180,000 1.58 1.08 1.34
with modified 170,000 2.76 2.04 2.40
runway procedure? 200,000 4.67 3.63 4,12

3. With a2 close~ 180 O@@ 1.80 0.57 1.08
Spaead parallel 176,00 2.78 0.93 1.886

runway {equal LOﬁyJuU 4,64 1.46 3.05
length)?

4. With a wide- 170,000 0.57 0.95 0.75
spaced parallel 200,000 0.8u 1.38 1.12
PUNWaY

Based on present separation distances between consecutive

aircraft, to allow for wake tuvrbulence.

M

Modification involves abandoning the present procedure for
choice of runway and direc Ti@“i ed to minimise nois
isturbance in areas surroundi ing the airport

o

Parallel to the existing primary (north-south) runway.

Scurce: Appendix A of [18] and Appendix A of Runway Congestion

Report [28].

the existing operating procedures, tl : lation calculations
suggest that (for example) the averag ﬁmlay is ‘less than three
minutes if annual airvcraft movements t tal 170,000.

+
%
i

o
o
f‘.é
u
[-.%.

4.6 Contaimment of the present average delay *to about three
minutes is said to be due in part to +the introduction of
administrative controls, limiting or p?UﬂLDiTiﬂg use of the

runways during peak pfﬁﬂodﬁ by many 'other aviation’ uategariegg
in order to reduce del lays to the larger aircraft employed in

airline service, Notwithstanding the introduction of these
rules howevery it is remarkable how many small aireraft use the
airport at peak pericds. Formal evidence of this is to be

found in a brlef reference by B;aCK@haw (1981} to a forthcoming
publication by the BTE on aircraft movements at selected
Australian airports; for a study pe%i@d {apparently in 1979 or
1980} of the 7 a.m. to 11 a.m. peak hours at Kingsford Smith
Airport, commuter services accounted for 20% of total aireraft



movements, and other aviation for 2 put ancother way, air-
line movements totalled only 54% of all movements during this
peak.

{
L&
i

4.7 Conventional aviation wisdom suggests that the
practicable capacity of the present airport regime is no more
than 200,000 movements per annum {assuming a time profile
similar to the 1978 pattern). The argument then is that this
level will be reached in a few years! time (unless steps are
taken to restrict usage by pricing or regulation’. Even at
200,000 movements p.a., the figures in Table 7 suggest that
the average delay will not be very great; but the conventional
wisdom points to what are regarded as 'intolerable' delays in
peak periods. As will be argued below (paragraph 6.4}, this
approach is in conflict with an economic appraisal which seeks
to measure and weigh all the costs.

THE AIRPORT DEVELOPMENT PROPOSALS

5.1 Runway congestion may be reduced by restricting the
amount of traffic and/or increasing airport capacity by
constructing new runways {and perhaps by altering operating
regimes). The emphasis in the MANS study is on the construct-
ion of more runways. The only major exceptions are the so-~
called Base Cases (consideved later, in section 8) which
propose alternative ways to restrict traffic to a level of
about 195,000 aircraft movements per annum. All the other
proposals are for airport development, at KSA and/or at a
Second Sydney Airport (5SA}, to provide capacity sufficient to
handle the predicted levels of aircraft movements shown in
Table 1. {Save that in some of these development proposals,
certain categories of light aircraft are to be excluded from
KSA and transferred to Bankstown Aercdrome, with conseguential
development proposed for Bankstown and Camden airports.)

5.2 The development proposals may be summapized thus:

{a) Construction of a second airport: six potential sites
were examined in detail, and feor each of these, two (alternat-
ive} roles were considered. The so-called K role has KSA
handling all dinternational traffic, while in the § role all
international traffic is handled at the SSA. Closure of KSA
wag not considered.)

(b} Runway development at KSA: five runway options were
considered in detail.

{e¢) Traffic management measures at KSA:

(i) HICAP - abandonment of the present preferred-runway
procedure (used to limit noise nuisance), in order to
increase runway capacity.

(ii) EXCL - the exclusion by administrative decree of
some or all of the following traffic categories (with
the exclusions beginning in the same or different years):
NOA  ‘'non-essential' other aviation;
C commuter aircraft;
I non-jet aircraft of intrastate airlines.
%
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TABLE 3 CAPITAL EXPENDITURE TO BE INCURRED BY COMMONWEALTH
GOVERNMENT, FOR SOME SELECTED MANS STRATEGIES!

(undiscounted) ¢ million (1977 prices)

Aggregate {undiscounted) capital expenditure

Strategy?
Land Site Alrport Inter- Defence Total
acguis~ prepar- construc— national reloc-
ition ation tion reloc- ation
ation
1. KSA - NRD? 0 85 95 100 - 280
SSA - SWh 680G 130 50 o 25 265
545
2. KSA - STOL 0 g5 105 100 - 280
384 - SWu 60 130 50 0 25 265
555
3. KSA - CSPE O 125 115 100 - 340
SSA -~ SWH 50 130 50 O 25 285
4, KSA ~ WSPE 35 130 105 100 - 370

S84 -~ not needed

5. KSA - NRD?® 0 85 65 7
SE5A - SWy 60 145 125 a0 25
! Median traffic forecast, with 'non-essential® other aviation
traffic excluded; expenditure common to all strategies has

been excluded.

2 Strategies 1 to 4 have all international traffic at KSA: .
strategy 5 has all international traffic moving to SW4 when
the SSA is opened {in 1995, in the case of this strategyl.

! NRD = no runway development at KS/

g

EY

»

Source: Appendix I of Airport Planning [16].

Similarly it was not possible fo prepare a monetary evaluation
of environmental impacts other than aircraft noise nuisance,
Accordingly it was decided "to caleculate the net social cost
{(the present value of the guantified social costs less any
quantified social benefits)®.

6.2 As the report itself indicates, ranking of the strat-
egies according to this net social cost will be a helpful guide
to the decision maker only if two conditions are met:
"(a} The total benefits to consumers which have not been
evaluated are exactly equal for all strategies;
{(b) The total benefits to consumers exceed the calculated
net social,cost.”
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are the same for each of the strategies. In other words, if
the decision-makers are determined to go ahead with a runway-
development strategy, then the net social cost analysis does
provide a good guide as to which one to choose. :

6.4 In the economic analysis of any one development
proposal, there are many choices as to the timing of the
components: for example, when to builld a new runway at KSA,
when +to exclude a c¢lass a traffic from KSA, and when to build
a 8SA. Thus a principal task is to find that version of the
proposal which minimises net social costy for that proposal.
To do this it is necessary to compare vunway congestion costs
with the costs of providing additional vunway capacity. Post-
ponement increases the former. and reduces the present value
of the latter costs. hus, 1f these various cost elements are
satisfactorily estimated for the purpose of the economic
analysis, the optimal timing of the components could be deter-
mined by minimising {(discounted) net social cost. However,
instead of relying solely on this optimisation, the Evaluation
Consultative Group decided to impose an exogenously~determined
standard for the guality of service: the calculations were
performed in such a way as to ensure that average runway
delays did not exceed a certain level, based on perceptions of
what the aviation industry would regard as acceptable. The
effect of this procedure is to constrain the economic choice
of timing of runway developments, and sometimes to lead to
slightly earlier construction of additional runway capacity
than would be the case if the timing were determined solely

by a balancing of the costs included in the model. Paragraph
2.%.7 of {24] offers a raticnalisation for this procedure when
it refers to "levels of runway congestion which would produce
gignificant disruption dn other parts of the [Australian] air-
port network", and notes that "it was impossible (because of
an absence of data) to evaluate the cost of this disruption®”.
However, there is a risk that the procedure favours investment
which is 'too early', even on a more comprehensive net cost
criterion; see also paragraph 6.6 below.

6.5 The determination of the timings of all the components
of any one development proposal is far from being a trivial
calculation, since 1t requires examination of a large number
of alternative possibilities. For each such proposal, the
calculation to find the optimal schedule (subject to the
congestion level constraint) was carried out by a computer
model, called the schedule selection model (8SM) and developed
by consultants for the earlier Sydney Airport Study; this
model uses dynamic programming to search among the many
discrete alternatives. See also Lack et al. (1979} and
Figure 2 above shows how the SSM is deployed in the MANS
calculations.

6.6 The economic appraisals were made in present value
terms (usually at a veal discount rate of 10% p.a.), for a 36~
year period (1976-2010). Costs and benefits were discounted



back to the year 1977, and in the main
1977 prices; the exceptions were cases
prices {(i.e. money prices relative to t
were anticipated ~ These are discussed
paragraphs. The types of costs include
cost criterion are described in paragra
brief identification is given here in T
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reject this investment because it reQOgr
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rate means that any such errvor will have
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{(pavragraph 7.3 below).
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details could be serviously misle ﬁﬁiﬁﬂg The use of the quality-
of-service constraint (paragraph 6.4} will reduce the prisk of
error, as will the {(rather unusual form of) residual-~value
calculation included in the aaaiasisw The nature of the
results is such that in nearly all cases, it is clear that no
such error has arisen.
6.7 Aircraft nolse nuisance was valued using technigues
developed in the esarlier Sydney Ailrport studies. On this
basis, it was supposed that the annual value of the noise
nuisance per house in 1977 ranged from $194 to $749, depending
on the degree of noise exposure, and that the real value of
noise nuisance for a household with given noise exposure would
“inerease by 5% per amnum. It was also assumed that 20% of
~households subijected for the first time to a noise level of 30
" NEF or more, would move away from the area; each such removal
was costed at'$€§12®@ ‘
5.8 The assumed values of time for air passengers were
(for 1877): ' -
domestic flights $ per person per hour
~ business passengers 6.93
- leisure passengers 1.85.
international flights
- business passengers 3.82
- leisure passengers 1.95
These values were supposed to increase (in real terms) by 3%
per annum -~ see Appendix B mf {331. They were used in
assessing both access costs {travel to and from the airport)
and aircraft delay costs. NQ explanation is provided for the
difference between the valuations for ﬁJmetiu and inter-
national business yadﬁaﬁgewﬁg this difference may significantly
influence the choice of airport for international passengers

.9 were also taken to increase
over time {(to T@f;eﬁ sSUPDR in the real cost of
Tlabour and of i fue!




TABLE 5 (CO0ST ELEMENTS INCLUDED IN 'NET COST® IN THE
ECONOMIC APPRAISAL
Category components
1. Airport ~ capital and operating costs for KSA, and
554 where pelevant
2. Airline ~ capital costs
-~ additional operating costs of splitting
services between two airports {(where
relevant)
3. Aviation - route and taxiing costs to airlines,
reflecting differences in distance for

different aivport locations and layouts
4, Re~location ~ cost of re-locating defence and other

installations not compatible with the

particular development strategy

5. Airvcraft delay - cost of runway congestion: aircraft
cperating costs and passenger time costs

[0

. Access to - papital costs (the additional cost of up-
airport gfaéimg the Sydney road network to cope

irport-generated traffic)

te (wehicle resource and passenger

time ;@”ﬁﬁ of airvport surface *faffzwﬁ and

congest costs imposed on non-airport
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8. Aircraft noise -~ annual value of

9. Urbanisation ~ c@gﬁs of addit: 1 consumad by
households, facilities and services
~ costs due to under-occupancy of housing
when peupie move away from areas glasa

to developing airports

10. Residual wvalue -~ value of any runway rapacity still not
in use by the end of the study period
{see text for explanation:

é

[NER G S

Hote: Many of these cost measures are incremental costs i.e.
extra costs of a strategy over and above the levels which
would prevail no matter which strategy is chosen.

Source: Section 2.56.3 of the Economic Report [24}.
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see section 7.7
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TABLE & SELECTED RESULTS OF THE HET COST ANALYSIS

KSA Airport for S8A at SW4  HNet Cost
Anternational ;

Option Traffic Timing traffic Timing of {present

excluded of opening value,
runway $m)

NED None - KSA 1887 2,500

oA 1987%2)  xsa 19955 2,330
SSA 1995° 2,547
. { .
OA + C 199527 xsa 2001,y 2,175
7 5SA 2003 72,288
0A + C 20012 KSA 20081 2,100
+ 1 S84 20097 24333

C8PE None 1980 KEA 1998 245466

OA 158y KSA 20@34 2,323
SSA 2008 2,384
o8 %+ O 1989 {33 X - B
oA + L 1889 {33 2. 1l5
+ I
Basge
Case 2,138

The median traffic forecasts are used, adapted for
demand 5&@@?@%81@& or traffic exclusion, as appropriate.
Traffic categories: ~

0A ‘'"non-essential' other aviation
C commuter
I iﬁﬁpag ate non-jet aircraft

The columns on ‘timing' indicate year of opening, etc.

(1) denotes that the timing ig m@t an economic thimum$
instead opening of SS8A is iggered by KSA reaching
attainable capacity (as d@fz ed)

{27 denotes year of exclusion of {incremental) traffic
category

(3} the CBPE ﬁsvelmpmen* gives sufficient total capacity
at KSA up to year 2010; thus SSA not required uﬁtil
after 2010, and international traffic remains at KSA
up to the horizon,

Results in this table are for a SSA located at SW4.

Souree:

Derived from Tables 4 and 5 of Economic Report [24],
and Appendix of [8].
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later) if no

three traffic
Base Cases are
the comparison i“
international tr :
international Lr&ff remal
higher capital cost of bui

standard, the cost of re-l
and the additional cost of
the results in Table § ars
alternative sites give substa
as good as SWh {(cf., Table

7.4 Examination of the th D
runs gives insight into ﬁe ?rﬁu@wmfAD, The (assessed) noise
cost varies little in the various alternative cases, and
abandonment of the noise-preferred runway procedure adds only
$5 to $10 million to the present value of the noise cost for
the NRD cases at KSA; savings under other headings {(notably
airport, airiine and access costs) easily outweigh this effect.
cholece of role for only the
struction of the new s timing.
cess costs are high he new
pened a few vears 1 used for
L traffic than if i domestic
s follows because 1 have more
per aircraft, and op the date
at which %hegﬂ ext: snnual cosgts ed in order
to achieve conges t zavings,
7.6 A greater SA timing comes from the
decision to build 1t unway at KSA Compared with
ne runway develop e for sxample i post-
ponement of dgeui iC 'S, LT st cases, b the
reduction in annual runway congestion costs at KSA3 however,
because high levels oi Kfm congestion are accepted for more
years, the total cost of such congestion rises; access costs
are reduced by the postponement of the SSA, and this is
particularly important for the cases with international

traffic at the S$S8A.

7.7 Also of considerable importance, for their impact both
on aggregate net cost and on the timing of the S8A, are
decisions on the exclusion of certain traffic categories. As
shown in Table 5, exclusion of all three categories postpones
the SSA by at least @ighﬁ or nine years, “?%yﬁ?@@ with no
exclusion at all. The main economic consequence of such
exclusions is a reduction in aircraft delay cqstgﬁ but there
is also a significant reduction in (the present value of) air-
port oy virtue of the postponement of airport develop
ment. sent value of aggregate net cost is reduced bj
about lion, when the (SPE is built; for the case of

no runway development at KSA, the saving is about $400 million.
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The figures shown in Table B are those used in the economic
analysis. However, as pointed out on p.18 of [40], the
comparison needs Lo recognise the cost of diverting this
traffic to other airports; it appears that this cost was
never included in the economic analysis using the schedule
selection model. Much of the missing data is developed elze-
where, in the Airport Planning Report [26], pp.168-174, where
it is argued that the displaced traffic categories would be
accommodated at Bankstown and Camden, and that the major
significant incremental costs are thoss relating to airport
capital costs. Total lundiscounted) expenditure is put at’
about $27 million for exclusion of the fiprst +two categories,
and a further $41 million for non-jet dintrastate traffic.

For all three categories, the contribution to the present
value of net cost is only about $30 million, and this is so
small that the previous conclusions are not significantly’
affected. , ’

Yt

THE BASE CASES

8.1 Unlike all the development proposals considered in the
previous sections, the Base Cases SUPPOCSE NG runwiay construce
tion whatsoever. Furthermore, there is no administrative
exclusion from KSA of any particular class of traffic
{considered as a wholel. Instead, once the total of aircraft
movements reaches the 'attainable’ capacity of the airport
{(regarded de facto as 195,000 movements p.a.), steps are taken
to prevent any further increase in the total amount of traffic
seeking to use the airport. Three alternative ways of doing
this are considered:

Base Case 1: each class of aiveraft traffic is
restricted (by decree) to the number of
annual movements then reached;

Base Case 2: a uniform surcharge per passenger is

' applied, just sufficient to keep total
aircraft movements within the attainable
capacity (and this implies a surcharge
which increases over time):

Base Case 3: as for Base Case 2, except that a uniform
surcharge per aircraft is applied,

8.2 When assessed by the net cost criterion, it is obvious
that the net cost of the Base Cases is reduced to the extent
that there is no capital expenditure. MNow each Base Case
provides for much less traffic than do the various development
proposals (as is easily seen from Table 1). However, the net
cost does not include a measure of total gross benefit (i.e.
value of the airport facilities to the passengers, before they
pay for the use of airport capacity). Thus to enabie proper
comparison between the Base Cases and the runway development
‘proposals, it is necessary to inelude in the net cost criter-
ion a measure of the reduction in grods benefit which attends
each Base Case. (In the MANS documentation a reduction in
gross benefit is called a 'cost of demand suppression'.)

X




8.3 This loss of gross benefit is taken in practice to be
the area under the relevant section of the market demand curve s
for the technical details, see [39]. The empirical estimates
are made from the demand functions obtained in the BTE fore-
casting study, and depend on the assumption that the demand
elasticity is constant throughout the relevant portion of the
demand curve. For major movements along the demand curves (as
in the assessment of the Base Cases), the assumption may lead
te significant estimation errvors.

8.4 Furthermore there is an important conceptual short-
coming in the approach. It implies that suppressed passenger
trips are not made at all. However, in practice, the pressure
of limited runway capacity will lead to various reactions
other than outright loss of the trips: passengers will to some
degree substitute other transport modes, other times for thein
journeys, other routes or other destinations; also airlines
will increse load factors and substitute larger aircraft (at
least in Base Case 3 with the surcharge per aircraft); airlines
will substitue more services which bypass Sydneys; and commuter
airlines will substitute use of the smaller Sydney airports
for use of KSA. These responses are not recognised in the
calculations of demand suppression costs, and hence the loss
of gross benefit is overestimated, since the alternative
arrangements will yield some gross benefit. The Evaluation
Consultative Group did eventually recognise this point {(see
paragraph 2.7.28 of [2u4]), but found that lack of data ‘
prevented much in the way of appropriate refinement of the
calculations. (However, see also paragraph 8.8 below.)

B.b In some of the runway development proposals also,
there 1s a noticeable reduction in the volume of passenger
movements, this time because of higher perceived costs to the
passengers (as indicated in paragraph 6.10 above). The
calculation of the consequent loss of gross benefit is done in
precisely the same way as for the Base Cases, and the same
empirical and conceptual criticisms apply. However, the
estimated loss is never at all large {(usually a present value
of less than $25 million), and so the importance of the
criticisms is here much reduced.

8.6 However, in the Base Cases the costs of demand SuUppres-~
sion, as _estimated, are very large, as shown at the bottom of
Table 7. Base Case 1 is particularly ill-conceived, since
(for example) it involves suppression of a significant number
of international flights, each carryving large numbers of
passengers, in order to accommodate the previous level of
commuter flights, each carrying only a small number of
passengers. Not surprisingly, there is a very great loss of
gross benefit, and in consequence the aggregate net cost for
Base Case 1 is very high. A priori, Cases 2 and 3 are more
sensible; as is to be expected, Case 3 gives the smaller
suppression cost and the lower aggregate net cost, because the
reduction in flights, and hence passengers, falls to a greater

]
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TABLE 7 ANALYSIS OF THE THREE BASE CASES

7y o Fal " o~
Bage Lases

Passengers in 2010 Foprecasts'® 1 7 3
(millions}

International 1105 8.5 11.0 11.3

Inteprstate 79,9 721.1 18.72 71.6

Intrastate and commutey 3.3 2.3 2.5 2.0

Total iy, 7 31.9 31.7 34,9

{thousands
International 30 22 29 30
Interstate 1728 30 77 92,
Intrastate and commuter ¥ 68 ! 58,
Other 70 14 : 1h 14
Total 275 195 195 195

Present wvalue of aggregate net cost

{$ million)

rormal elasticities {(based

on demand forecasts) 3,407 2,671 2,505
previous elasticities x 3 3,015 2,566 2,416
Present value of suppression cost

($ million)
normal elasticities 1,708 732 Lug

! Median forecast, but with other aviation movements reduced
to reflect administrative restrictions on the use of KBA.

Seource: Tables 7.1 and 7.2, Paper Econ-3 [%0]1.
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been dignored, as has the financial impact (if any) of possible
restriction, as a result of the development of KSA, on the use
and development of Botany seaport.

9.2 Although the drafting of the financial report {28] is
not altogether clear, the main point in the report is a ranking
eferenc o a concept of

of alternative proposals by r ) t

‘cumulative cost recovery'! which appears to be defined as the
cumulative net cash flows (revenues net of costs), without
time-discounting, but with some allowance {at rates not
specified) for the inclusion, on the cost side, of depreciation
and interest charges. For each proposal, these cumulative sums
are prepared for each year up to the horizon of 2010. While
such computation on the bagis of cash flows may be useful in
portraying the impact of any proposal on the government budget,
the procedure does not make adeguate allowance for the value

of capital assets remaining at the time horizon (2010). This
invalidates some of the ranking comparisons between proposals
{notably those comparing the addition of capacity at KS8A with
the gonstruction of the SSA)Y. WNevertheless it is worth noting
two of the reportis conclusions: : :

{a} "From a financial point of view the Base Cases involving
no runway é%wwlapm@nt in the Svdney Regi@m Q@eaw to be
the least expensive solution. However, they reguire
substantial changes in the market preferences of consumers
which could cause variations in community and user
attitudes towards airports. These changes are not amenable

. to financial analysis.” {@dfagw ph 8.5.18)

{b} "On strict finan i 1 eriteria there is nQ penalty at all
attendant to éﬁiayim( a decision on the desired strategy.
In fact éelaye decisions will suppress f?afilﬂ and ...
this could be the most financlally desivable strategy for
the Commonwealth Government. Alternatively traffic up to
and including non-jet intrastate standard could be diverted
as required from KSA to other airports in the region. This
would be the next most financially desirable strategy.”
(Paragraph 3.5.20)

9,3 For the development proposals with early construction
@xpendﬁiurc, the cumulative cost T@@QV%fy totals are strongly
negative in the early vears, and then improve in later years
ags the further cumulation brings more revenue into the sum.
These revenue figures are bageﬁ (paragraph 2.2. of [36]) on
DOTA pricing policies designed to secure full recovery of
attributable costs (< @e tion 10 belowl):; except for
the Base Cases, they appear to vest on ebe assumption that

i

¥
’”.} n

y ap
demand is wholly inelastic. Furthermore "it is expected that the
cost of the selected airport strategy would be borne by the
industry and users of the faaiii%iea”@ However, "capital
expenditure *@eakingf may be suffici y severe for all
development strategies to require spe 1 funding arrangements
or a feﬂanﬁida@dﬁlca of the timing of development” (paragraph
3.5.17 of [25]}. All these points illustrate the vital

™
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importance of first spelling out pricing and funhding policies
before undertaking the investment appraisal. This issue is
avoided in the MANS study, but is considered below in parag-
raphs 11.7 and 11.8. To prepare the way, the next section
reviews existing and possible future charging policies.

AIRPORT CHARGES

10.1 At present, the Commonwealth levies 'air navigation
charges’ (ANCs) which are composite charges for the use of air
navigation and search and rescue services as well as airports
These charges vary with the weight of the aircraft and also
depend on the purpose for which the airvrcraft is used. Except
for very light aircraft, the charges increase approximately
proportionately with wbiyhf {See Chapter 9 of DOTA (1981)
and pp.285~305 of BTE (1981).)

10.2 Airecraft operated by holders of airline licences
(Cefrespending to the 1ﬂkerﬁﬁtzcnag§ interstate and intrastate
cat@gOflea in the MANS study) pay charges on a per flight
basis, and the charge g&p@ﬁds not only on weight but also on
the nature of the fligh %w°9a+”ﬂ5 1¢ee its length {(and hence
the use made of (Australian) air navigation facilities) and
whether or not the airports at both ends of the flight-sector
are in Australia. The following are examples based on scales
applicable in early 1981:

Boeing 727-200 Svdney to Qrisb ane $ 327
Boeing 7u7B Sydney to Perth $3, 495
Boeing 7473 Sydney to Nana¢ $1,659

if the aircraft has a load factor of 67% {for
charges in these examples are equivalent to
$12 per passenger.

nstance), the
T

i
harges of $6 to

10.3 For the commuter and ‘other aviation' categories of
the MANS study (categories which together are described
commonly as ‘general aviation' (GA)Y), ANCs avre levied on an
annual basis, with the fee varying with the category of
operation (private; aerial work; and charter, including
commuter services) in the ratio 1 : 2 : 2.5. Some typical
annual fees are:

take~off weight oprivate charter
{kg.) $ $
Cessna 150 680 ay 234
Embraer Bandeirante 5,87¢ 2,129 5,324

{The Cessna 150 is
Bandeirante tvplfw
commuter services.)

a8
s e
5 Tne
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104 % ”he various ai ﬁ@ft costg which are regarded as

L DOTA a3 yﬁﬂftaa
;mget%&r wkﬁh the m@ﬂw“ﬁwﬂﬂW% ”Oabsﬁ T e are allocated to
the wvarious traffic categovies (traffic flows at all air-
ports). These allocations ave 1mevirab}y arbitrary, and the
total cost to be allocated is (arguably J too small to repres
ent the full opportunity cost of the p“@VLSifn of f&czlitles,
While DOTA seeks ultimately to recover all its (allocated)
costs, at present this target is reached only for international
flights; for commuter and other general aviation, only about
15% is recovered -~ see p.87 of DOTA (1880). '

0. The system of annual fees for GA does not impose any
dlregt charge for the use of airport runways, and thus there
is azfectzvely no use of the price mechanism to ration scarce
runway capacity. For airline services, however, the charging
is much more direct but is still only loosely related to costs.
Each airline movement occupies the runway for essentially the
same amount of time, and on grounds of pricing effzclﬂﬂay this
would suggest uniform mha?ﬁes wherever there is a significant
degree of congestion.  The present system, whereby charges

vary with airvcraft weight, implies a measure of discrimination,
on the basis of (presumed)} demand elasticities (ability to
pay), as well as differentiation on the basis of wear-and-tear
and other variable costs of runway provision.

BRI In 1873, the uepﬁvtmLWT of Transport established a
committee fo study gener al aviation, and this has led to the
recent pubzzﬁatlan of two BTE papers - M*L (1980 and BTE
(1881) and a repo ~ DOTA {1981) - by the Department commit-
tee itself. f%lu y&yert recommends the introduction of GA
aircraft movement charges of $20 per movement {landing or
takeoff) at primary capital city airports (such as Sydney KSA),
310 per movement at selected shared a&?pOFts {eg. Canberra,
Tamworthl), and $u paf movement at majior GA airports (eg.
Bankstown, Camden}. The pyﬁ@o&ai is to introduce these
gradually over a S-year period: hey would be in addition to
the existing annual ANCs, and would materially increase the
cost recovery rate. It is noteworthy that they do not
discriminate by aircraft weight. The new scheme would make
little difference to the total payment made Dby many przva%
operators {mspeézaléy those whose airecraft are based in
cauntry areas) ., but would have. a majer impact on charter and
commuter mperﬂtﬁrg presently using primary capital city and
other maior airports - see Chapter 12 of DOTA (1981).

10.7 If impinme vted, the proposed scheme would constitute
the first major change to the style of ANCs since their
7ntf0duc+len in the iﬁt@ 1940s, and it prompts the obvious
que5t10u, what further changes are contemplated? The DOTA
committee itself refers to various possibilities:

(a) It recommends "the objective be adopted of placing
comnuter operations on anew charging system involving

27



route~ch 1 lump sum
ANCs., p rEs. lf is
conside ng system be
investi sotors’.
(Sectio : ‘

(b} "It could be argued that “fﬁh@? level of charges [than
that here propos A Qrg¢t§ would be appropriate
at some airports. For ias%ancm@ irports which are
already Qpera%i ng c¢lose to full aavaém*v could be con-
sidered in this light.” (Section 12.3.2.)

{o} "An additional refinement could involve a surchar
levied on aircraft movements at those alrports wher
additional facilities are necessary to handle opera
during peak pericds." {Section 10.11.2.)

T}

In short, the Departmental committee joins earlier commentator
(see eg. Mills (1980)) in envisaging a change to a system in
which charges are more closely Pmaaiar %tgw Tt not merely

proposes the introduction of GA aircr
envigages the @oxckuaﬁity of peak %sﬁ@%arg
route-specific ANCs for commuter flight

the OK%Eﬂvsaﬁ of thege d”?&??&‘@ﬁfw
Ait%ﬁu gh tn@ which

{Q

emant charges, but
for GA, and of
also envisages
traffic as well.
uses attention

ok
]

wm&wﬁﬁuwwmwomm
i O

are the finan & governmeant
Wat&e? than the incipal relevant
{social) cost raisal, such a
scheme of aircra: vertheless have
considerable levels at K3A;
?h@we implication lowing section.

10.8 Before leaving the 8 of ai however,
it has to be noted that the ey for S ocunced

on July 16, 1881 that the go nt had = cost
recovery recommendations of neral tion report.  This
decision followed intense an less lob n

commuter airlines and the ma arter operators, who claimed
that the general aviation in would be largely destroyed
“if the charges were introduc

11.1  The MANS calculations could and should be extended in
a number of ways. One potentially important extension is to
consider alte Wﬂaifx values for the exogenous variables; while
the SSM has already been used to quantify a number of alter-
nat LVQ some other sengitivit e aﬁmbably worth
doing. Td particular, a number sts have expressed
surprise that the assumed valu ise nuisance are

so low. It would Saﬁeil be wor g the calculations
with significantly higher wvalu is something which

may be of particular interest to the NSW government.

11.2 Another extension is to consider a further list of
development and non-development proposals. In the former
category come some possibilities for useful re-examination of



the engineering as
airport site is su
ment more expensi

ihe?@sqg examinat: of the alternative airport layout plans
given in [26] suggest that for some of the proposals at least,
unduly lavish eﬂgineeffng standards may have been applied.

-
‘iciently cﬁﬂwgvﬁ make further develop~

pects of development at KSA. The present
15 F +oy

e than might cammuﬁ?g be expected. HKever-
Rals!

k'
1

LL
For those who are not professionals in airport planning, it is
of course ﬁiffi&ult to judge this issue. %mevedg the comment

by GQantas that "a $100 million Eé&%cr%aiz@ wall terminal expan-
sion at KSA prior to 1995 seems excessive', seems to support

the hypothesis. Even the Commonwealth menbers of the MANS

committee may be hinting at the general p@@%@ulvigﬁ whan they
urge "development of a master plan to mlﬁKW?ZG reclamation of
Botany Bay for terminals and other ground ﬁaailtzeﬁw {parag-
raph 3.2 of [u8]), Certainly it is desirable to bring forward

more economical plans if such are feasible.
11.3 Similarly., there may be scope for achieving greater

effective capacity at KSA for a given level of exgwndzture@
Since the publication in October 1878 of the variocus reports
of ‘the consultative groups, there has apparently been a further
set of calculations made with the help of the S58M, and many of
these relate to a revised airport operating prgeeuu@e which
could be used in the event of a close-spaced parallel runway
being built: the new scheme is known as CSPB (and invelves the
same runway lavout as CSPE)Y; it dis claimed that the revised
procedure gives an attainable capacity of 278,000 movements
per annum, which is an increase of about 40% above the present
'attainable’ capacity {(compared with the increase of 15 - 20%
previously estimated for CSPE).

11.4 However, the most important extension of the SSM
calculations is to undertake a much more syst tematic treatment
of pricing policy at KbA {and at the $SA, if built), The cost-

benefit analysis of the Victoria uﬁdergwaumg ﬁail@&g line in
London {Beesley and Foster, 1865) illustrated the impact that
pricing policy can have on the benefits gained from investment
in new capacity, and demonstrated the need to establish,
befsfe ﬁemauc?lng the dinvestment appraisal, what the pricing
§011ﬁy is to baa {(This point is now so well known as to have
appeared in at least one _textbook - see p.171 of Layard and
Walters, 1878.) As seen in earlier sections, the pricing
policy supposed in the analysis of the development proposals
is not made explicit; and Base Cases 2 and 3 employ uniform
surcharges (a@p&%en&wy on top of the existing system of ANCs)
in a manner somewhat divorced from actual Department of Trans-
port policy on ANCs. This treatment is zﬁ&d&qxat ; at the
very least, each alternative scheme should include a proper
specification of the priecing policy pre=-supposed in the
calculations.

11.5  When a major investment is contemplated on the grounds
of shortage of capacity, however, a merely passive specifica-
tion of the status duo on prices is not sufficient. Instead



it is necessary also to ask whether the present
adequately represent the costs of provision of
particular airvport; and if they do not, then al
charging Systems must be considered. To go ahe

investment sts are not being covered imp
tion, and Wum“ ﬁh rizk of providing expensive
users whose valuation of the service is less (p
less) than the cost of provision. {In an airpo
similar peint is alsc made in Forsyth (1872), s

1.6 Furthermore, any other {non-price) policy changes which
may attend such masor 1ﬁve@*mw?t should also be considered
concurrently, and this shouid include any development of nearby
lesser airports for general aviation. Thus it is diatursing
that "the General Aviation Strategy Planning - Sydney (GASP-S)
Study has already been suspended for some two @nd a half vears,
pending deC;813ﬂS ' MANS study? (Cosgrove (13881), p.5).
Rather than make : : last gasp, such Wuwk should be
prepared 4s an l?$h§ to the MANS stu should be
prepared on a contingent basis, wi r each major
MANS alternative, thereby showing ppen to GA under
each alternative; the MANS economi oculd then
include an appraisal of these GA pla
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11.7 The account in section 10 ma
prices at KSA do not cover al
case of commuter and other
such costs in the case of 13
pay flight fees bul only
entiation by weight). Equ
cover the alternative ﬁ@5%
{cost of delay) per aircr
equilibrium value of margi
such a marginal cost pricir
{(from Cosgrove (19813, 3
average congestion cost D
178,000 movements p.a. i5 ab
mafg¢nal cost at that traffic
higher.) Changes in pri i
or envisaged by the DOTA genera
will not only relate tThe char
measures, but will als hav
levels at KSA:; in
other aviation fllgh
details of any new ci
be glgnlflcantly reduy
charges would give t
incentive to econcmise
to a modest but signi
through use of ldr;er t,
forth. Peak period surcharges nma
they were considered, but dismiss
Management Measures Study, underta
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11.¢ Thus an early extension of the
Dastul ite one (or more) revised charg
culate the net cost of the prin
no runway development at Ll

S5A at 8WHY or N1. Likely ?hd“ﬁlhg gchemes
which {(in part) might have some similarvity
exelusion proposals already evaluated. HNever 3 th@ %wa
abp?@&a%&s are not synonymous: cost-bagsed pr pwmmzweggweaiﬁr
economic efficiency than administratively~det ﬁz;@é arbitrary

s

fiat; and such prices encourage other ucaﬁcmlaing behaviour

which would not be obtained by exclusion of certain traffic
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categories. Accordingly, recalculation is necessary. It will
require carveful evaluation of the impacts of the new charges
on the various traffic flows, and this will not be easy to do;
nevertheless this is no rveason for not attempting 1t.
11.8 At the same time, steps should be taken, as soon as
possible, to implement a newcharging scheme, at KS5A at least,
if not at all Australian airports. The present levels of
congestion costs at KSA (¢f. paragraph 11.7 aé&v& and Cosgrove
{1u813 p.2) demonstrate the uvgency of this; indeed a new
Taken

cheme should have been implemented some yvm a5 ag
ngether with limited development of the alternative alrports
at Bankstown and Camden (to be undertaken provided the benefits
of such development can be shown to cover the costs), a new
charging policy will yield not Qn%y an garly reduction in‘
congestion costs at KSA, but also a better basis for furth
S8M calculations (a few years qﬁﬂ&?} to see whetherp magm% aip~
port development can be justified: once the new style of
charges is in use, and once aireraft opervators have been given
time to adjust, it will be possible to gauge more accurately
the response of operators, and hence to asgess more aceurately
{through the $8M calculations) the value of extra cayacityg
(This point is noted by the BTE which, in dealing with th
specific aspect of peak pericd surcharges at airports, writes
(BTE, 1981, p.449) "peak surcharges should be implemented as
a prelude to any investment planned for t
more generally, the &%gwm&n% applies to al

e

1

h% re?iaf of delays':

#

system of charges which is designed to v
accurately.)

PUBLIC PARTICIPATION AND POLITI DECISIONS
2.1 Given the complexities of the MANS atudy, there are of

course very great diilkﬂﬁlti@S in explaining the work to the
geneval public. While many of the MANS Information Bulletins
dealing with physical descriptions seem to be wvepry successful,
those dealing with economic 1%%@@8 seem less so. The present
author found Bulletin 8 {(The Economic ﬂaaly”is} difficult to
follow, and found it necessary ia draw inferences on method-
ology. These inferences were confivmed by a subseguent veading

Cay
oot



of the Economic Report [24], which is ritten and
seems much clearer {(though perhaps not e). One
g@ncraé moral may be drawn: in many re: ig much more
difficult to wwgie a good layman's acce o write a
technical report:; any public participats programme should
recognise this aﬁd should devote appropriate resocources to the
writing task.

12.72 The feature of the study which has made the greatest

impact on the public is (of course) the set of alternative
proposals for physical development in specified geographical
locations. As noted by the Commonwealth members of the MANS
committee (p.26 of [481), "in the course of the public partic-
ipation program it became apparmn? that there is resistance
within the community to each of the strategies examined”.
Recently the NSW Premier has been quoted as saying that he
rnative . ‘

i
thought it undesirable to announce alternative Eacsilens
(under consideration for a major 1o 3 as an
airport) because this upset severa ps of
people, whereas in the outcome lev culd be
affected. Ewvidently full public p longer
seems such a good idea.
12.3 Notwithstanding these difficultleS» ¢i is to be ngef
that such public participation will not be abandoned.
apart from considerations of principle in relation to

B

ages in presenting planning and evaluation work for public
examination. Arguably it may make e professionals think a
bit harder about what they are doing and why they are doing
it. Certainly it makes it easier for interested parties and
the public at large to see what is being donei this heLpS to
clear away misconceptions, and makes it easier to put forward
sensible suggestions for alternative development proposals and
alternative evaluations. uﬁ@ of the stre zgths of the MANS
economic evaluation is that it was done with a carefully-
specified conceptual framework with ingredients which ars
publicly known. Thus, for inr*araﬁﬁ if the valuations of
noise nuisance are not acceptable to any group, alternative
valuations can be proposed, and the calculations readily
reworked, to see if the change makes a significant difference
to the overall outcome., The availability of this facility

D T
democratic government, there are very great practical advant-
luat
T
'

{1

11i
is important for any cost-benefit analysis where (inevitably)
at least some of the values used are rather avbitrary.
12.4 As already indicated {(paragraph 11.3}, some
additional, recent calculations have been made for the CSPB
version of the second runway. If the greater capacity of the
CSPB scheme can be realised, then presumably this proposal

would be more attractive than CSPE. HNevertheless, when judged
by the net cost cviterionﬁ it seems likely that, for some
years vet, an improved pricing pol*wv and no runway develop-
ment will give vesults as good as {and perhaps better than)

the best of the runway development schemes. On the other



hand, major airport construction has a long le:

perhaps as much as twelve years in the case of .. For
this reason, Cosgrove {(1981) argues that a de is needed
now, and that further indecision will lead to ptable
c@nge%**aﬂ delays. However his Figure 1 {mniv; s traffic
growing to fill all capacity by 1993} presupposes that KSA

is to auaumd odate all the traffic in the w@ﬁLﬁf forecast,
apart from 'non-essential other aviation’. Once it is
recognised that a sensible pricing policy will reduce demand
below that level, the investment decision is seen to be less
urgent. Instead, the argument about the congestion penalties
arvising from indecision should be directed to the failure to
implement such -a pricing policy.

12.5 The other step which should be taken now is to consider
whﬁtﬁﬁ? to reserve a SSA site in case it is needed later. IT
no contingent reservation is made, further housing and other
development may take place on and near the site, making an
‘airport more costly to devai@p, Gn the other hand, suct

Q«‘If‘ U el T8
)
o< ”‘:j (et

reservaltion is not costless: however thﬂ costs of res ation
of a si%c never used for an airport (costs of urban de e§g§w
ment in other locations rather than on the site in guestion’
are ;1k@?g to be much smaller than those of resumption and

deg%ada ion of ua¢$19§eﬁ areas. Lf this asymmeiry were
confirmed by Qﬁpiﬁliﬁi examination, it would probably be
to make the &an*zﬁ%en resepvation. Certainly this matte
should be examined now.

4 $'
e
o]
[t

]

CONCLUSIONS

13,1 It is convenient to summarise here the principal

conclusions: :

{(AY the MANS study is a skilful evaluation made on a
systematic basis, but it is flawed by the inadeguate
range of the alternative policies which are examined;

{R} +the results of the MANS calculations do not suggest
that it is obviously desirable To undertake runway

development now;

(€Y arguments presented in this paper suggest that it
desirable to introduce an improved runway pricing policy
at KSA, with charges designed to reflect congest:
costs: and that this should be done whether or not a
runway development programme is started now;

(D) further MANS calculations should be made, using this
congestion pricing policy as an ingredient;

Vand
i
g

it will probably be desirable %c postpone runway
development for quite some y s during which time
the calculations can be ?e:in@d fh?gﬁ€? in the 1
of experience with the new pric:

=]

P
b

T
e
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since it may well prove desirable to &%veiﬁp a second
airport at a later stage, L te should be reserved
now on a contingent basis.
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