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1.

Executive Summary, Conclusions and
Recommendations

1.1

Executive Summary

New Zealand remains a major source of tourism demand for Australia. This reflects the proximity of
the two nations as well as a shared commitment to reform and economic integration. In recognition of
this relationship, the present study explores the tourism benefits from a continuation of this integration
in the area of passenger travel.
Specifically, the Tourism Access Working Group, through the Department of Resources, Energy and
Tourism (RET), is investigating the benefits to the Australian tourism industry from creating a more
‘domestic like’ travel experience for trans-Tasman travel (with benefits to the counterpart New Zealand
industry beyond its scope). GHD, through its transport strategy and economics service group, was
selected to investigate these benefits on behalf of RET.
As part of these investigations, GHD has undertaken consultation with a wide range of stakeholders in
the trans-Tasman tourism and travel market. These consultations have informed the economic
modelling undertaken in the later stage of the study. This report documents the findings of the
consultations and the economic modelling, which were undertaken in the second half of 2011.
The modelling aims to capture the effect on trans-Tasman travel demand of two potential border
simplification scenarios: (1) a domestic-like experience, which includes initiatives to streamline existing
arrangements that are assumed to be achievable within the next two years; and (2) a domestic
experience, which involves the potential for direct flights between domestic airports on trans-Tasman
routes, without normal border formalities.
As part of this study, the time implications for travellers of the current configuration of the border have
been considered and estimated. The implications of border simplification options have been measured
against this baseline.
The modelling estimates additional demand from New Zealand residents for Australian tourism in
response to border simplification with explicit reference to two main drivers: improvements to (or
elimination of) border processing times and costs, as well as the potential for simplification to
accelerate the emergence of direct flights on new trans-Tasman routes. The combined impact of these
drivers is to lower the calculated ‘generalised cost’ of travel to Australia from New Zealand. Key New
Zealand-Australia travel routes were examined in-depth to guide estimates of the degree to which
costs would fall under each scenario.
Perceived travel costs for ‘indirect routings’ (where direct flights are unavailable) are estimated to
decrease by 0.5 per cent under the domestic-like experience and by around 10 per cent for the
domestic experience (though business travellers perceive greater improvements). For the ‘direct
routings’, visitors are estimated to experience a 0.5 per cent improvement in travel costs under the
domestic-like experience and by around 13 per cent for the domestic experience.
Drawing on the transport economics literature, ‘elasticities’ have been applied to these changes in
perceived costs for leisure and business travellers to reflect the anticipated responses in travel
demand. Travel is estimated to increase by around 0.6 per cent under the domestic-like scenario and
around 14 per cent for the domestic scenario. These increases would be expected to be significantly
amplified if charges from governments (e.g. Australia’s Passenger Movement Charge) and/or airports
were reduced beyond the conservative levels assumed in the modelling.
Economic impacts of changes to border arrangements were also estimated. In line with the increases
in expected passenger numbers under the scenarios, upon implementation of the domestic-like travel
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experience, tourism expenditure by New Zealand visitors is estimated to increase by around
0.6 per cent, or just $16 million, each year above the case without border simplification. Under the
common border scenario, expenditure is estimated to be around 14 per cent or $370 million higher
than in the case without border simplification.
Positive economic impacts would also be expected for the New Zealand tourism industry from
increased Australian visitors (outside the project scope).
The study also considers a number of specific supply issues relating to the trans-Tasman visitor
market. These include the mismatch of supply and demand between city and regional tourism
destination tourism infrastructure, as well as transition issues for airports if there were a change in the
terminals of operation of trans-Tasman flights.

1.2

Results in context

The partial nature of the demand and economic impact estimates must be considered. Some
additional impacts to the Australian tourism market include:
x Potential substitution from domestic Australian tourism into travel to New Zealand;
x A possible increase in the number of trans-Tasman side-trips when travellers visit either New
Zealand or Australia; and
x The possibility that improved connectivity of the two countries will increase visitation by thirdparty nationals due to a better joint Australia-New Zealand tourism package.
As for the core estimates, the alteration of key parameters (apart from the direct charges on airlines
and passengers) does not dramatically alter the size of the estimated increases in demand. This
suggests some confidence is appropriate that the order of magnitude of benefits from border reforms
has been adequately captured for the New Zealand visitor market.
This study provides a contribution to on-going policy development around Australia-New Zealand
border simplification. Previous studies focus solely on the headline fare implications of border
simplification (primarily lower government and airport charges). However, such an approach fails to
recognise the time and convenience implications of border changes on traveller perceptions and
demand for travel. It is possible that leisure travellers who are unfamiliar with international travel may
not perceive differences in border processing time or airport waiting time (either across time or across
destinations). However, for regular travellers (particularly business travellers), changes in travel times
are both perceived and valued. Capturing these savings in the estimation of demand for trans-Tasman
travel is therefore likely to improve the precision of the gains from border simplification.
This study includes a second extension on previous work by explicitly modelling the inclusion of new
Australian destinations in the direct trans-Tasman network. Indicative start dates of new trans-Tasman
aviation routes developed in the study under each border scenario are captured in the table below.
Assumed commencement years of direct services to selected airports
Base case

Scenario 1
(from 2013)

Scenario 2
(from 2019)

Sunshine Coast

2013

2013

2013

Canberra

2014

2013

2014

Newcastle / Williamtown

2035

2033

2030

Hobart

> 2045

> 2045

> 2045

Avalon

> 2045

> 2045

> 2045

Airport

Source: GHD assumptions and calculations
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The modelling of new direct destinations accounts for the illustrative improvements in travel time and
surface cost implications of passengers being able to switch from an indirect routing to being
connected by a direct flight. The likelihood that many of the new visits to the newly connected
destinations will be at the expense of existing Australian destinations is accounted for in the estimates
of the new visits to Australia that will flow from the introduction of new direct connections with New
Zealand. These estimates are also relevant in the border simplification scenarios since consultations
made it clear that the reductions in costs and times associated with trans-Tasman travel would
accelerate the emergence of such new routes.

1.3

Recommendations

The analysis in this report suggests some recommendations in the area of trans-Tasman
simplification:
1. Stakeholders should note the findings of the report;
2. The Australian and New Zealand Governments should continue exploring and implementing
cost-effective measures to complete the move to a ‘domestic-like experience’ model for transTasman travel as a potential interim step towards a common border;
3. The Tourism Access Working Group should consider further work to develop a full business
case for the common border model, including
a. border agency costs of harmonising Australian and New Zealand external border
arrangements,
b. a risk assessment to national objectives such as border protection and biosecurity,
c.

wider benefits (and costs) to the sectors of the economy that are likely to be affected
by a common border;

4. With a full business case, the Tourism Access Working Group should then work to build transTasman government support to implement a common border within five years if the benefits
are shown to outweigh the costs and risks;
5. The Australian and New Zealand Governments should consider the removal of departure
charges in the common border scenario (and the possible reduction of such charges in the
domestic-like scenario) as the level of charges is linked in origin at least to the cost of border
services and it plays a large role in determining the number of trans-Tasman tourism visitors;
and
6. If a common border were implemented, various stakeholders will need to undertake a range of
activities to improve Australia’s readiness for, and facilitation of, additional New Zealand
arrivals, including
a. In regions where new direct trans-Tasman flights are expected to be encouraged, the
regional airports and responsible state/local governments are likely to face
significantly increased demands on air-side, terminal and land-side infrastructure.
Adequate (and appropriate) capacity will need to be planned and provided for several
years earlier than would be the case without the common border, this includes
suitable runways for likely trans-Tasman aircraft and adequate surface transport
access;
b. For airports with existing trans-Tasman services, the common border is likely to shift
demand from international terminal to domestic terminals. This is likely to require a
change in capacity planning and investment between terminals in some instances.
There may be some consideration required for the surface transport access capacity
at these terminals in future master planning exercises;
GHD | Department of Resources, Energy and Tourism | Final Report | Trans-Tasman Project
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c.

1.4

Other stakeholders, including airlines, tourism operators and governments responsible
for surface transport infrastructure, should consider the incremental New Zealand
arrivals encouraged by this simplification (estimated at around 200 000 per year)
when making plans to accommodate international visitors and other infrastructure
1
users.

Study Terms of Reference

The trans-Tasman project is to:

(i) Analyse, including by economic modelling, the overall trans-Tasman travel environment for travel to Australia,
including:
a)

border agency simplification measures and initiatives earmarked for implementation; and

b)

future measures that would provide further benefit to the Australian tourism industry; and

ii) Undertake consultations with industry:
There are a number of stakeholders involved in the trans-Tasman sphere in both Australia and New Zealand. In
Australia these include (but are not limited to) the Department of Resources, Energy and Tourism, the
Department of Infrastructure and Transport (including the Office of Transport Security), Australian Customs and
Border Protection, the Department of Immigration and Citizenship, Biosecurity Services Group (including the
Australian Quarantine Inspection Service), the Department of Health and Aging, Tourism Australia, industry
associations, state and territory tourism organisations, airports, airlines, travel providers and the travelling public.
The Contractor is to prepare a draft and final synthesis of the consultations for the Department, which are to be
incorporated in the Draft and final Reports
The Department may also request ad-hoc reporting on the status of consultations where appropriate.
The trans-Tasman project should aim, but is not limited to:
(i)

present scenarios, underpinned by the analysis, economic modelling and the synthesis of industry
consultations; which address the implications of changing elements of the trans-Tasman journey and which
identify economic benefits to the Australian tourism industry; and

(ii) to provide recommendations on how to improve Australia’s readiness for changes in trans-Tasman arrivals.

1

Such visitors are estimated to account for 9 per cent of the total forecast growth in international visitors over the coming
decade. Nevertheless, they will still add pressure on transport and other tourism-related infrastructure above and beyond that
factored into plans based on existing tourism forecasts.
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2.

Introduction and approach

2.1

Introduction

The Tourism Access Working Group, through the Commonwealth Department of Resources, Energy
and Tourism (RET), is investigating the benefits to the Australian tourism industry and broader
economy from creating a more ‘domestic like’ travel experience for trans-Tasman travel. GHD, through
its transport strategy and economics service group, was selected to investigate these benefits on
behalf of RET.
The Commonwealth Government’s agenda in the area of international tourism is driven by the
National Long-Term Tourism Strategy (NLTS), which was endorsed by the Minister for Tourism in
2009. This Strategy seeks to reinvigorate the Australian tourism market and position Australia for longterm growth in the sector. At the national level, the Department of Resources, Energy and Tourism
(RET – which now includes Tourism Research Australia) implements Commonwealth Government
tourism policy. The Tourism Ministers’ Council (TMC) is the primary forum for discussion of crossjurisdictional tourism policy matters for the national, state, territory and New Zealand governments.
At its April 2010 meeting, the TMC announced the formation of the Tourism Access Working Group
(TAWG). The TAWG was formed to improve the responsiveness of Australia’s transport infrastructure
to Australia’s attractiveness as an international visitor destination. The TAWG comprises
representatives from the Australian tourism industry, such as airports, airlines and tourism industry
associations. The Jackson Report (p. 4), which underpins the NLTS, highlighted, among other things,
the need for “greater original research, stronger links to the commercial sector, and improved
exposition and dissemination of data, as critical issues in developing the Australian tourism industry.”
To this end, the TAWG aims to develop the items of its work program into high quality original
research projects to be completed by sub-groups of the TAWG, with the support of external
consultants. These projects will result in “research into issues affecting tourism” (NLTS, p. 8) and will
be managed by RET and informed by consultations across agencies.
One particular focus of the NLTS is the facilitation of international aviation passengers. The Jackson
Report perceived opportunities from simplifying and speeding up border processes for such visitors.
Most international visitors arrive and depart by air. The passenger facilitation process can play
a significant role in shaping a tourist’s lasting impression of our country. Joint industry and
government work to improve passenger facilitation, while preserving the integrity of Australia’s
quarantine and security regimes, must remain a priority… We need to be mindful of minimising
inconvenience for tourists and offering a welcoming and efficient introduction to, and departure
from, Australia.
- The Jackson Report, p. 22

In line with this objective, and the long history of economic co-operation and integration between New
Zealand and Australia (such as the Closer Economic Relations free trade agreement in 1983), the
current study aims to advance the Australian Government’s understanding of “the implications of
further simplifying trans-Tasman travel to a ‘domestic like’ experience” and explores some of “the
consequences of a move to a common border” (Terms of Reference). The key motivation for exploring
domestic-like travel is to continue to improve the competitiveness of the Australian tourism market
because of the significant contribution that international tourism activity makes to the Australian
economy.
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2.2

Approach

GHD and RET approached the study from a range of related directions. Given the significant amount
of existing work – and the diversity of stakeholder views – the initial phase of the study was dedicated
to consultation of government, industry and traveller stakeholders. The second phase of the study
required estimates of the likely tourism demand that could result from the simplification of Australian
border processes for flights from New Zealand.
2.2.1

Consultation and context review

Over the course of August, September and October 2011, GHD consultants met with stakeholders
from government, industry and the travelling public. In particular, groups of stakeholders were asked
about issues relevant to their involvement in the trans-Tasman travel market (Table 1).
Table 1: Issues covered in consultations with stakeholders
Stakeholder group

Border agencies

Tourism organisations

Airports

Airlines

Travel agents and
travelling public

Issues discussed
x

Current arrangements / legislation / policies

x

changes underway

x

future reform options and considerations

x

data and other information

x

Current limitations on NZ inbound travel

x

scale and locations of opportunities for tourism from improving
border arrangements (e.g. new point-to-point routes)

x

market characteristics

x

Cost and investment implications of alternative border options

x

nature of cost recovery and investment decisions

x

data on time components of travel (e.g. check-in vs. Customs)

x

potential for new point-to-point routes

x

Commercial / operational implications of different border options

x

interest in new point-to-point routes

x

trans-Tasman aviation market dynamics

x

opportunities to co-operate with border agencies to streamline
border processing

x

Perceptions of current bottlenecks

x

sensitivity to headline fares versus time savings

x

desired / feasible new point-to-point routes

Source: GHD

These consultations gave the study team a clear overview of the key issues and how different
stakeholders perceived these issues. A consultation report is attached in Appendix A, which contains
a list of stakeholders consulted. The consultation phase often led the team to background documents,
data and insights that were necessary to adequately model potential demand under different border
arrangements. An explicit task of the consultation phase was to narrow down – and adequately
distinguish between – different border arrangement scenarios. Chapter 4 covers these scenarios in
detail.
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2.2.2

Modelling

The economic modelling for the present study was undertaken to give an indication of the likely
increase in demand for trans-Tasman travel by New Zealand visitors that may be encouraged by
further streamlining (or hypothetical removal) of border processes. The approach taken was to rely on
existing forecasts of New Zealand visitors to Australia as representative of the likely future demand in
a ‘minimum reform’ or ‘base case’ scenario. Stakeholder views, economic literature, and judgement
are then used to estimate and model how each of the ‘players’ in the market are likely to respond to
the different reform scenarios in future years. (Appendix A contains the consultation report.) Chapter 5
outlines the modelling process, which is described in detail in Appendix B.

2.3

Structure

The remainder of the report is set out as follows:
x Chapter 3 sets out the current border arrangements and market characteristics for travel
between Australia and New Zealand;
x Chapter 4 explores the context of trans-Tasman border simplification, detailing how the various
proposals have been converted from both high-level concepts and small-scale initiatives into
specific and differentiated reform scenarios suitable for modelling;
x Chapter 5 outlines the approach to modelling new demand for trans-Tasman visits before
describing a range of results from the original calibration of the model;
x Chapter 6 describes how economic benefits from additional visitors has been estimated and
provides some estimates of the expected economic benefits from border simplification; and
x Chapter 7 considers some additional issues with the study, such as the limitations of the
modelling and some supply-side constraints that may limit Australia’s ability to capitalise on
additional demand for trans-Tasman visits.
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3.

Trans-Tasman travel and tourism

3.1

Current arrangements

New Zealand and Australia are two separate sovereign nations, each operating distinct (if, to some
extent, complementary) laws and policies in international spheres, such as immigration, bio-security,
aviation, border protection and law enforcement.
The different policies of the two nations manifest themselves in inbound and outbound border checks
and formalities for goods and passengers travelling in and out of the counties. These processes are
required to effectively enforce the laws of each country. This study focuses on those processes that
directly or indirectly affect (law-abiding) air passengers travelling between Australia and New Zealand.
These processes, as currently conducted, are described in the following subsections.
3.1.1

Overall border process for a trans-Tasman journey

Figure 1 shows the main steps in the process required for a New Zealand resident travelling from New
Zealand to Australia by air – from the time they arrive at the airport, to the time they leave the
destination airport. Two key constraints are relevant in the calculation of time spent during each of the
steps. The first is that airlines make a recommendation to passengers about how early before the
departure time they should arrive at the airport. Any changes to the time taken to complete border
processes will therefore tend to be taken up by additional time shopping or in an airline lounge. A
second constraint is that passengers with checked baggage often must wait for the arrival of their
baggage to the carousel before proceeding to Quarantine. If the time taken at Customs decreases and
there is no increase to baggage processing time, the total time taken will not change. Some
stakeholders reported that airlines may reduce this processing time, though it does cost more per
passenger to achieve this.
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Figure 1: Airport and border processes for stylised New Zealand-Australia journey
Total time constrained by airline recommendation

Arrival at NZ
airport &
check-in

Baggage
drop

Arrival at
Aust. airport

Shopping Outbound
pre-border Customs

Walking to,
and queuing
for, Customs

Aviation
security

Duty-free
shopping

Inbound
Customs (inc.
Immigration)

Boarding at
gate

Baggage
claim

Departure

Quarantine

Time potentially constrained by baggage processing time

Source: GHD

3.1.2

Immigration and Customs

Any person travelling to Australia must carry a document to prove their identity and nationality –
typically a valid passport. Holders of Australian or New Zealand passports do not need a visa to travel
to Australia (however, New Zealand passport holders require a Special Category Visa, which is
granted on arrival subject to health and character tests). Nearly all other travellers are required to have
a valid passport and visa to travel to Australia (Department of Immigration and Citizenship, DIAC,
2008). Air carriers have responsibilities to ensure all passengers and crew have the necessary
documents and rights to travel to Australia. This was estimated by an airline stakeholder to add
around 3 minutes to the check-in time per passenger compared to a domestic flight.
When passengers arrive at the outbound border of an Australian airport, entry documents (including
the incoming passenger card, which includes self-declarations about imported goods) are checked
and requirements are enforced by Australian Customs officers (or SmartGate, see section 3.1.3) under
the Migration Act 1958 (DIAC, 2008). This step occurs between disembarking from the aircraft and
collection of baggage (with any non-compliant passengers removed from primary processing for
further questioning from DIAC officers). Queues are formed and processing is undertaken at each
stream: Australian/NZ passports (manual), Australian/NZ passports (SmartGate), and other passports.
The time taken depends on the number of people on a given flight and the number of flights landing at
a similar time.
Any person travelling to New Zealand must carry a document to prove their identity and nationality –
typically a valid passport. Holders of New Zealand or Australian passports do not need a visa to travel
to New Zealand. Visitors from a further 56 countries are eligible for visa-waivers for stays of less than
three months (six months for United Kingdom), provided travellers have evidence of onward travel and
funds to support themselves during their stay (Immigration NZ website). When passengers arrive at a
New Zealand airport, documents are checked and requirements are enforced by New Zealand
Customs officers (or SmartGate, see section 3.1.3). This step occurs between disembarking from the
GHD | Department of Resources, Energy and Tourism | Final Report | Trans-Tasman Project
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aircraft and collection of baggage (with any non-compliant passengers removed from primary
processing for further questioning from Immigration NZ officers). Processing is undertaken in the same
way as per Australian Customs.
When departing from an Australian or New Zealand international airport, there are outbound Customs
processes that are completed by passengers prior to clearing the border and boarding. These involve
the completion of an outbound passenger card. This card captures traveller identification information,
and state of origin (or state where the most time was spent for short-term visitors) and a declaration if
carrying a large amount of currency. This data is shared among border agencies and feeds into
statistics, such as the Australian Bureau of Statistics (ABS) Overseas Arrivals and Departures series.
A number of stakeholders queried the usefulness of this step, suggesting there must be alternative
ways of collecting the required information. The current Auckland airport trial of SmartGate
declarations on departure represents one possibility in this respect (section 3.1.3).
3.1.3

SmartGate and ePassports

Australian and New Zealand citizens have been issued with ePassports since 2005. Among other
things, these passports incorporate a microchip that stores key identification information such as the
name, date of birth, passport number and facial image of the bearer.
SmartGates are the technology adopted in Australia and New Zealand for the automation of the
reconciliation of the passport bearer’s face and the digital image stored on the ePassport. Currently
the use of SmartGate is restricted to Australian and New Zealand ePassport holders aged 18 or over,
and in the locations where the gates are installed. Currently SmartGate is available at Auckland,
Wellington and Christchurch, as well as Darwin, Sydney, Adelaide, Brisbane, Cairns, Melbourne and
Perth and Gold Coast international airport arrivals. SmartGate kiosks are also available at Auckland
airport departures on a trial basis, enabling the first step of the entry process into Australia to be
undertaken before leaving New Zealand (Customs website 2011). This trial system will be evaluated in
mid-2012 and will potentially be rolled out to other airports on either side of the Tasman.
The available evidence suggests that passengers processed using SmartGate may save around two
minutes at Customs inbound processing. However this figure reflects the current proportions of
SmartGates to officials as well as the current uptake of SmartGate by eligible passengers.
3.1.4

Quarantine

The Australian Quarantine and Inspection Service (AQIS) has responsibility for protecting Australia’s
agricultural industries, human health, and its environment against pests and diseases under the
Quarantine Act 1908. Border checks and controls are undertaken by AQIS officers once passengers
have collected their baggage. These are facilitated by passenger declarations of food or potentially
contaminated items as part of the incoming passenger card (Figure 2) (or SmartGate kiosk).
Passengers are profiled by roaming officials at the baggage carousels based on the origin of their
flight and the self-declarations. Low-risk passengers who have self-declared no risky items are given a
stamp on their passenger card and are able to proceed to the direct exit with only random and sniffer
dog checks. Most of AQIS’s resources are focused on higher-risk passengers with items to declare.
Similar procedures are in place at New Zealand airports.
As trans-Tasman journeys are typically considered lower risk (as both countries have long histories of
careful quarantine restrictions), such passengers are unlikely to be carrying items that pose quarantine
risks and are therefore quite likely to be able to proceed straight to a direct exit, meaning the time
taken at this stage of border processing is usually quite low.
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Figure 2: Incoming passenger card (front and back)

Source: Australian Customs and Border Protection website

3.1.5

Aviation security

The security screening processes conducted at Australian and New Zealand airports are very similar.
The screening processes are also almost identical between domestic and international airports. The
processes are conducted by a screening authority, which in most cases is the departing airport.
All departing passengers and crew are subject to security screening prior to boarding aircraft. The
queues are usually formed at the screening point where passengers are waiting to pass through the
detectors. The queuing and processing time is subject to a number of variables, such as the number
of screening staff, screening facilities, and the number of passengers seeking to be screened at any
one time.
Carry-on bags may be screened in a number of ways, including: x-ray, chemical residue tests, and/or
physical search. Once bags and other items have been placed on the x-ray belt, passengers are
asked to walk through a metal detector and may be asked to remove shoes, belt or other metal
objects, and can also be subject to a frisk search. Laptop computers must be screened separately.
The main difference between the international and domestic regulations is the carry-on baggage
screening stage. For international flights, any liquid, aerosol, and gel products must be placed in
resealable bags for inspection and are also subject to volume restrictions. This can add slightly to the
time and inconvenience of travel relative to the case of domestic flights.
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Work is currently underway to improve aviation security processes, including “the latest body
scanners, next generation multi-view X-ray machines and bottle scanners capable of detecting liquidbased explosives” (Albanese 2010).
3.1.6

Government charges

Both the Australian and New Zealand Governments seek some level of recovery of border protection
expenses – including Customs, Quarantine, and Immigration – from passengers. In Australia, a
Passenger Movement Charge (PMC) on most passengers aged 12 and over departing Australia is
imposed and administered by the Australian Customs and Border Protection Service. The charge is
currently set at $47 per departing passenger and is included in the ticket price paid by passengers
(with charges remitted to Customs thereafter) (Customs website 2011). The Henry Review argues that
the PMC “does not recover all the costs of border services, nor does it reflect specific costs” (Henry
2009, Box E1-4). Partially reflecting this, a range of industry stakeholders have argued for either its
removal or reduction as a means of stimulating demand for travel to Australia (e.g. Tourism &
Transport Forum 2008).
In New Zealand, only aviation security costs are recovered from passengers. This is achieved by a
departure charge that is levied either as part of the ticket price (Auckland and Christchurch) or at a
separate desk or terminal in the terminal (Wellington). There is some variation across airports, but in
2
general NZ$25 is charged per departing passenger aged 12 and over .
3.1.7

Airport charges

Airports charge airlines for the use of terminals, aprons, runways and other facilities to recover their
investment and running costs. These charges are typically levied on a per passenger basis, though
some are based on the weight of the loaded aircraft. Charges at international airports tend to be
higher than those at domestic airports due to lower utilisation and longer runways required at
international airports as well as the more time and space intensive passenger processing required.
Webber (2009) estimates that average international airports with trans-Tasman flights levied charges
of around $22.50 per passenger, while the same airports charge for domestic flights is around $11.50
per passenger on average, suggesting a potential fare reduction of around $11 per passenger if these
flights were able to simply transfer terminals and pay the lower charge on trans-Tasman routes.

3.2

The trans-Tasman aviation market

The trans-Tasman aviation market has the greatest direct service capacity and frequency into
Australia of all Australia’s international markets. In 2010, there were 3.6 million seats serviced directly
from New Zealand to Australia (Tourism Australia 2011). Sydney has the highest share of New
Zealand’s direct inbound seats, with 45 per cent of seats from New Zealand to Australia serving
Sydney in 2010, followed by 24 per cent to Brisbane and 22 per cent to Melbourne (Figure 3).

2

Postscript: New Zealand has noted that New Zealand airports impose a passenger movement levy (rather than a departure
charge) and that revenue is invested in and supports infrastructure development projects.
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Figure 3: Share of seats supplied in trans-Tasman market (2010)
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On the departure side, 61 per cent of New Zealand’s outbound services to Australia came from
Auckland in 2010. The Auckland-Australia market has an average of 230 weekly services, followed by
Christchurch with 89 weekly services, 55 weekly services for Wellington (just 11 per cent) (Figure 4).
Limited services are available from other regions including Queenstown, Dunedin, Hamilton and
Rotorua.
Figure 4: Trans-Tasman air services operating in 2010

Source: BITRE, cited in Tourism Australia (2011)
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The trans-Tasman aviation market is considered by most stakeholders to be relatively mature but also
highly competitive. The route is serviced by five major airlines: Air New Zealand, Qantas, Pacific Blue,
Emirates, and Jetstar. In 2010, approximately 96 per cent of the trans-Tasman passengers from New
Zealand were serviced by these five major airlines (with the remainder carried by Lan Airlines,
Aerolineas, Royal Brunei Airlines and China Airlines). The focus of this study is on the New Zealand
resident visitor market rather than the other users of trans-Tasman aviation services. Webber (2009)
estimates that New Zealand resident visitors account for around 43 per cent of all trans-Tasman
passengers, while Australian visitors to New Zealand account for 38 per cent. Visitors to either New
Zealand or Australia from third countries who take a trans-Tasman side trip are estimated at
15 per cent of traffic and a further 4 per cent are travellers in transit on the trans-Tasman route who do
not clear Customs (e.g. Sydney to Santiago via Auckland) (Webber 2009).
Between 2006 and 2010, total trans-Tasman passenger trips increased by 12 per cent (Tourism
Australia 2011). This increase was mainly due to the uptake of the increased capacity offered by
Pacific Blue and Jetstar on trans-Tasman routes in recent years. Overall, load factors of around
76 per cent were achieved in 2010 on trans-Tasman routes.
Air New Zealand has extended its dominance of the trans-Tasman market in recent years, nearing half
of the market share of New Zealand’s inbound seats to Australia in 2010 (Table 2). This growth has
come at the expense of Emirates and non-major airlines (Qantas has broadly shifted its market share
between Qantas-branded flights and those of Jetstar). Pacific Blue has also rapidly gained market
share and now accounts for 15 per cent of the passengers.
Table 2: Key airlines and share of passengers (2006 – 2010)

Source: BITRE, cited in Tourism Australia (2011)

Aviation capacity on trans-Tasman routes has grown modestly in recent years. While the major
carriers are forecast to grow capacity in coming years, other airlines, including China Southern and
China Airlines, have announced plans to launch services connecting Australia and New Zealand
(Tourism Australia 2011). Air New Zealand has 25 aircraft on order with 9 deliveries expected between
2011 and 2013 (Tourism Australia 2011).

3.3

The Australian tourism market

3.3.1

Visitor numbers

The total inbound visitor arrivals in Australia were approximately 5.9 million in 2010 (ABS 2011). In the
past few years, slower economic growth in the United States and Europe has slowed the growth of
visitor arrivals in Australia. In the longer term though, Tourism Research Australia’s Tourism
Forecasting Committee (2011) forecasts relatively stable annual average growth of 3.2 per cent, with
total inbound visitors expected to exceed 8 million by 2020.
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Of this total, around 1.16 million visitors to Australia were from New Zealand in 2010 (ABS 2011). The
majority of visitors came to Australia for holidays (40 per cent), visiting friends and relatives
(30 per cent), and business (18 per cent). The recent history of inbound arrivals from key markets
highlights that New Zealand remains Australia’s largest source of inbound tourists (Figure 5).
Figure 5: International arrivals to Australia: Top 6 markets in 2019
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Furthermore, the New Zealand market has experienced significant growth in the past decade. This
growth in arrivals has been boosted by the availability of low airfares, as well as the growth in aviation
capacity. The Tourism Forecasting Committee (2011) forecasts that arrivals from New Zealand will
have reached 1.4 million by 2020, which represents significant growth, albeit at lower rates than are
anticipated from China.
In spite of this growth in visits, Australia’s share of New Zealand’s total outbound market has declined
over the past decade. Australia’s market share has fallen from 64 per cent in 2000 to 57 per cent in
2010 (NZ MED 2011). Australia remains the most visited destination for New Zealand travellers,
followed by the United States, the United Kingdom, Singapore and Fiji.
3.3.2

Economic impacts

Overall, the combined domestic and international tourism industry in Australia generates $94 billion in
spending, contributing $34 billion to the economy, or 2.6 per cent of Australia’s total output.
International visitors account for a little over $9 billion of this contribution to output. The industry
employs around half a million people directly and a further 6 million indirectly (Tourism Satellite
Account 2009/10, updated March 2011).
Total inbound economic value (TIEV) is an estimate of the total amount of money that flows to the
Australian tourism industry from international visitor spending (TRA 2010). TIEV was estimated at
$24.4 billion in 2010 (TFC 2011). The TIEV from New Zealand visitors was $2.2 billion in 2010,
ranking New Zealand just third in terms of total spending (TFC 2011).
The low spending by New Zealand visitors ultimately reflects the relative proximity of the two countries
and hence the higher likelihood of short stays relative to higher spending visitors from the UK and
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China. On average, visitors from New Zealand spend $2,073 per trip to Australia while staying for
3
around 14 nights per trip (TFC 2011). Within this total, holiday and business travellers tend to have
the highest spending per night (Table 3).
Table 3: Average New Zealand inbound traveller characteristics (2010)
Other (inc.
education &
employment)

Business

Holiday

Visiting
friends &
relatives

18%

40%

30%

12%

Total spending per trip

$1,831

$2,216

$1,543

$3,801

$2,073

Length of stay (nights)

6.9

12.2

12.9

40.5

13.7

$265

$181

$119

$94

$151

Share of total visitors

Spending per night

Average
visitor

Source: ABS 2011

Survey data also suggests that 94% of visitors from New Zealand to Australia were repeat visitors
(Tourism Australia 2011).
3.3.3

Australian destinations

The TRA’s International Visitor Survey gives estimates of the number of New Zealand visitors to each
of Australia’s destination regions. Survey respondents detail (among other things) each of the
locations visited (and overnight stays) in their visit. In line with current aviation supply, over the past
five years, New Zealand respondents have identified Sydney as the most popular destination, with
22 per cent of all nights spent, followed by 14 per cent for the Gold Coast, 13 per cent in Melbourne,
10 per cent in Brisbane, 6 per cent in Perth and 5 per cent to the Sunshine Coast (Figure 6).

3

By contrast, UK visitors spend an average of $4,500 per trip, staying 36 nights, while visitors from China spend over $7,000
per visit, staying more than 50 nights.
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Figure 6: Nights spent in Australia by visitors from New Zealand

Source: TRA, cited in Tourism Australia (2011)
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4.

Potential reform options

4.1

Background

The history of the integration of New Zealand and Australian trade and travel can be traced back to
Australian Federation, where New Zealand was offered the opportunity to become a state of Australia
(Webber 2009). The more recent past includes the signing of the Australia New Zealand Closer
Economic Agreement (ANZCERTA) in 1983, which is a bilateral agreement for the free trade in almost
all goods and services (Austrade n.d.). In 1992, Prime Minister Keating proposed a common external
border with New Zealand, though this was subsequently abandoned in 1994 (Webber 2009).
In 2005, the Australia New Zealand Leadership Forum (a government-commissioned meeting of
business people, politicians and academics) agreed to progress a common external border as an
“aspirational vision” by 2010. Further work in Australia has been undertaken by the High Level
Steering Group, Tourism Access Working Group and the National Passenger Facilitation Committee.
In New Zealand, simplification measures – primarily captured in the Joint Border Management System
– are being progressed by the Border Sector Governance Group led by New Zealand Customs.
In 2009, Prime Ministers Rudd and Key agreed to move to a common Australian-New Zealand border
before 2015. In February 2011, Prime Ministers Gillard and Key “welcomed the positive steps aimed at
making travel across the Tasman a domestic-like experience” (www.pm.gov.au 2011), suggesting the
focus has shifted to achieving the greatest simplifications in trans-Tasman travel without necessarily
achieving a common border.
Two consulting studies have been commissioned by the Australian Government, which informed the
trans-Tasman border simplification agenda (though these reports have not been made available to the
present study team). The first dealt with the options for approaching trans-Tasman travel (e.g.
domestic-like experience, single border or common border). The second, which is still under
consideration by government agencies in both countries, focused on the specific initiatives that could
be implemented to achieve a domestic-like trans-Tasman travel experience.
Members of the study team explored a range of issues with stakeholders as part of consultations for
this study (see section 2.2.1). A key topic of discussion was to understand the potential changes to
border processes, overall arrangements, as well as airline, airport and traveller behaviour that were
achievable over coming years.
Different stakeholders emphasise different constraints, pressures and opportunities. However, the
combined views from this consultation give a reasonably clear picture of the type of border model that
is achievable in the relatively short term, and what could be achievable with sustained reform effort
over the medium term.
The following sections describe the scenarios devised for this study. Scenarios were developed to
each reflect a consistent government approach to simplification and follow through the likely
responses by each of the key actors: airlines, airports, travellers and governments. The scenarios do
not seek to fully describe the exact initiatives that will be required to achieve each border and traveller
outcome, though these initiatives will have informed the stakeholder views presented to us.

4.2

Base scenario

Without any further reform efforts, it is expected that more visitors will arrive in Australia from New
Zealand (Figure 5). Therefore, attributing additional visits specifically to a reform scenario requires that
a suitable base case scenario be defined.
The most logical base case is the continuation of the current border arrangements for trans-Tasman
travel outlined in section 3.1. This involves the full processing of Australian, New Zealand and thirdGHD | Department of Resources, Energy and Tourism | Final Report | Trans-Tasman Project
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country passport holders at inbound and outbound international airports. Each of the steps of border
processing has direct time implications and indirect cost implications for passengers (through costrecovery charges).
At the most basic level, demand for visits to Australia is determined by the tourism package that
Australian destinations offer compared to competing destinations. At the margin, however, border
processing costs can influence the level of demand for aviation and tourism services in trans-Tasman
markets. The supply of aviation services (fares, frequencies and routes) also play an important role in
determining demand. (The difficulty is, of course, that the supply of aviation is simultaneously
determined by the level of underlying demand on each route.)
This means that to fully specify a base case scenario requires the specification of how the key
components of demand – border and journey times, airfares and aviation routes flown – relate to
trans-Tasman travel demand. Alteration of each demand component under different border scenarios
will provide the basis for estimation of additional demand attributable to the reform. The components
of demand and the approach to estimating new demand are covered in section 5. The following
subsections focus on describing the two reform scenarios.

4.3

Reform scenario 1: domestic-like experience

The first reform scenario considered is where the traveller experiences the trans-Tasman journey in a
way that, as closely as possible, mirrors that of travelling domestically within either country. This
scenario represents the culmination of the current reform process, with all of the key initiatives
underway being implemented successfully and with information sharing substantially improved from
the base case. However, under this scenario, all existing laws of Australia and New Zealand are still
enforced. The two countries both retain their external borders.
So what does this scenario look like? For a New Zealand to Australia flight:
x The flight remains ‘international’, travelling from a NZ international terminal to an international
terminal in Australia;
x Travellers are able to check in to automated airline kiosks at the international terminal. At this
kiosk they are able to scan in their passport and then substantially complete NZ outbound
border formalities on-screen (completion of any data not gathered when tickets were
purchased, e.g. purpose of journey); Australian inbound declarations could also be made at
this point. Relevant information will be securely shared between the airline and the border
agencies in Australia and New Zealand.
x The kiosk could then issue the traveller with a combined SmartGate / Customs and Quarantine
declaration card (with the boarding pass and baggage tag(s));
x Baggage could then be dropped at the airline bag drop belt where it can subsequently be
matched with the traveller declarations, x-ray scanned and checked, with all of this information
transferred securely to Australian border agencies for analysis while the flight is in the air;
x The traveller then takes their kiosk-printed declaration card to the SmartGate queue at the
border to enable matching of the declaration with the image stored in the e-passport (and any
required interventions by Customs officers);
x The traveller proceeds to aviation security, which is conducted in the same manner as the base
case;
x Duty-free shopping, restaurants and airline lounges all operate as usual, leaving travellers to
wait for boarding calls and flights as per the base case;
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x After arriving in Australia, the traveller takes their kiosk-printed declaration card to the
SmartGate queue to enable matching of the declaration with the image stored in the
ePassport (and any required interventions by Australian Customs officers);
x The traveller proceeds to the baggage claim area after which they follow instructions on their
kiosk-printed declaration card, which would tell them if they qualify for direct exit or more
detailed inspection by AQIS officers;
x Exit to arrivals.
This scenario is therefore focused on minimising the border process time for travellers but still allowing
the enforcement of all of the relevant laws in both countries. This is achieved through the roll-out and
uptake of new technology as well as the sharing of data and images across the various parties
involved. Each of these measures will have transitional costs for the parties involved. However, when
taken together, the changes enable:
x significant time savings for the traveller;
x operating savings for border agencies;
x some deferred capital expenditure for airports (since queuing space required per passenger
movement should be reduced), resulting in lower airport charges to airlines; and
x potentially lower headline fares for the traveller (opportunity to lower the passenger charges
from governments and via the airport charges – though the central scenario modelled below
does not reflect either reduction).
The combined effect of this scenario is – to some extent – increased demand (and, potentially, supply)
on existing routes as well as improve the viability of services on routes that would not be flown in the
base case.

4.4

Reform scenario 2: domestic experience (common external
border)

The second reform scenario considered is where a trans-Tasman journey is undertaken as if the flight
were domestic. This scenario requires Australia and New Zealand to harmonise all of their laws
relating to immigration, border control and quarantine. That is, under this scenario, once a person
enters Australia through Australian Customs and Quarantine, they will have effectively entered New
Zealand, and vice versa, since movement between the two countries is not regulated by formal border
controls.
So what does this scenario look like? For a New Zealand to Australia flight:
x The flight can be ‘domestic,’ travelling from a NZ domestic airport to an Australian domestic
airport (some flights are likely remain ‘international’ (e.g. flights continuing to/from a third
country such as Chile), but this example focuses on the domestic-domestic case);
x Travellers are able to check in at the domestic terminal as per a domestic flight presently. There
are no border formalities (nor is there a need for Australian and New Zealand residents to hold
passports for this travel);
x The traveller proceeds to aviation security (after baggage drop if required), which is conducted
in the same manner as the base case;
x Restaurants and (domestic) airline lounges operate as usual, leaving travellers to wait for
boarding calls and flights as per the base case. However duty-free shopping, will have to
operate under a different model to legitimately sell goods to trans-Tasman travellers but not
NZ-NZ domestic travellers in the domestic terminal; and
x After arriving in Australia, the traveller exits straight to domestic arrivals.
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This scenario therefore removes all border processes for travellers, allowing the enforcement of the
relevant laws in both countries only at the point of entry into either country. This could be achieved
through the elimination of any differences in border-related laws between the two counties (or
alternatively, a harmonisation approach supported by random in-country enforcement checks). Such a
change is likely to involve a loss of law-making sovereignty, with some real and perceived risks.
However, the change enables:
x significant time savings for the traveller;
x significant operating savings for border agencies;
x some deferred capital expenditure for airports (since queuing space required per passenger
movement should be reduced), resulting in lower airport charges to airlines;
x the operation of trans-Tasman routes from airports that currently do not have international
passenger processing facilities; and
x potentially lower headline fares for the traveller (via potentially lower passenger charges from
governments, potentially lower airport charges, and the lower operational costs for airlines).
The combined effect of this scenario is – to some extent – increased demand (and, potentially, supply)
on existing routes as well as improve the viability of services on routes that would not be flown in the
base case.
The following sections explore the likely extent of supply and demand responses to the two reform
scenarios.
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5.

Demand estimates

5.1

Approach

Chapter 4 described the base case and two reform scenarios for trans-Tasman border simplification.
This section explores the estimated future demand in each of these scenarios.
The modelling estimates additional demand from New Zealand residents for Australian tourism in
response to border simplification with explicit reference to two main drivers: improvements to (or
elimination of) border processing times and costs, as well as the potential for simplification to
accelerate the emergence of direct flights on new trans-Tasman routes. The combined impact of these
drivers is to lower the calculated ‘generalised cost’ of travel to Australia from New Zealand. Key New
Zealand-Australia travel routes were examined in-depth to guide estimates of the degree to which
costs would fall under each scenario.
Drawing on the transport economics literature, ‘elasticities’ have been applied to changes in perceived
costs for leisure and business travellers to reflect the anticipated responses in travel demand to these
cost changes.
This approach is described in detail in Appendix B.

5.2

Results

By 2020, the Tourism Forecasting Committee (TFC) estimates that NZ demand will have reached
1.42 million visits per annum. The TFC forecast profile forms the base case in the model of New
Zealand visitor numbers and their economic contribution.
The modelling provides forecasts for New Zealand visitor demand in each year out to 2031 under
each of the three border scenarios: base case, (1) domestic-like and (2) common border.
The number of visitors attributable to a range of factors can be estimated: existing 2011 demand,
population growth (i.e. if each New Zealand resident makes the same number of trips on average),
growth in trips per person in the base case, additional trips taken per person due to Scenario 1 and
additional trips taken per person due to Scenario 2 (Figure 7).
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Figure 7: Forecast NZ visits to Australia
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The demand modelling suggests that scenario 2, if implemented, would provide a large boost in
visitors to Australia relative to both the base case and the domestic-like experience of scenario 1.
Specifically, by moving to a domestic-like experience, number of visitors from New Zealand in 2020 is
projected to increase by around 0.6 per cent to 1.43 million. If a common border were to be
implemented, the number of visitors could be nearly 14 per cent higher than the base case at
1.61 million visits in 2020.
Although estimated from different perspectives, these increases are in line with those of Webber
(2009), who finds potential for a 13 per cent increase in trans-Tasman journeys with a common
border. The Webber study focuses on the headline-fare-related benefits from the reform scenario
(reduction in Passenger Movement Charge and airport charges), but ignores the impetus for additional
direct routes to commence. In contrast, this study includes the impact on the route network, focuses
on how the whole traveller journey (including time savings) would change under reform scenarios, but
4
takes a more conservative approach to the likely changes in airport charges.

4

There is a case to be made about whether charges overall will decline since there will be transition costs for airports (e.g.
under-utilised international terminals and excess demand for domestic terminals in some locations. In contrast, the Webber
study assumes that airlines will be able to simply shift trans-Tasman operations from the international to domestic terminal
and simply start paying the domestic airport charge per passenger (and avoid the international charge).
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6.

Direct economic impact estimates

6.1

Background and approach

The increase in visitors from Australia to New Zealand predicted from border reform scenarios in
chapter 5 will provide a direct boost for airlines operating on trans-Tasman routes. As several of these
airlines are Australian-owned, there will be a direct economic impact on the Australian economy.
Additional visitors to Australia from border simplification will also spend money on goods and services
in their stays that would have otherwise have been spent either in competing tourism markets (e.g. in
the Pacific) or domestically in New Zealand. This study is interested in the amount of additional
economic impacts that are likely to be generated under the two border scenarios.
The total inbound economic value (TIEV) – developed by TRA and benchmarked to the ABS’s
Tourism Satellite Account – is a measure of inbound spending by international tourists that is received
by Australian businesses. In other words, TIEV reflects the value of tourism exports to a given market.
In 2010, the total expenditure of inbound visitors from New Zealand to Australia was $2.2 billion,
equating to an average spending per visit of $2,073 (section 3.3). In the past decade, spending per
visit has fallen steadily (Figure 8). This trend is forecast to continue over the coming decade, with TIEV
expected to drop to just $1,700 per visit by 2020 (TFC 2011). However, even in the base case (without
border reform), the forecast growth in visitor numbers more than offsets this fall, with growth in the
overall TIEV expected over the next decade.
Figure 8: Base case NZ visitors and total inbound economic value to Australia
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This study seeks a measure of the impact of the border scenarios for the Australian economy. TIEV, or
tourism exports, appears to be a useful measure of this impact. Conceptually it is possible that the
TIEV per person may increase or decrease with border simplification. Webber (2009) argues that TIEV
per person is likely to decrease as cheaper headline airfares may entice people to travel to Australia
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who previously considered it too expensive. Conversely, TIEV could also increase as people with a
fixed travel budget switch some of their spending from airfares to other consumption areas under
simplified arrangements. As there is no compelling evidence on the relative strength of these factors –
and for simplicity – this study assumes that TIEV per person is equal to the TFC forecast for each of
the border scenarios. That is, the change in total tourism exports is assumed proportional to the
change in inbound visitor numbers.

6.2

Estimates of economic impacts

Combining the TIEV forecasts and the visitor number forecasts under the base case and different
border simplification scenarios gives estimates of the relative economic impacts of these scenarios. In
line with the forecasts for New Zealand visitors, upon implementation of the domestic-like travel
experience, TIEV attributable to New Zealand visitors is estimated to increase by around 0.6 per cent,
or just $16 million over the base case of around $2.6 billion in 2031 (Figure 9). Under the common
border scenario, TIEV is estimated to increase by around 14 per cent or $370 million, reaching a total
of $3.0 billion by 2031.
Figure 9: Forecast total inbound economic value under border scenarios
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Detailed Australian tourism industry sector breakdowns of exports specifically to New Zealand visitors
are not available. However, indicative estimates can be made based on the total tourism industry
structure. These suggest that the main industries likely to benefit from increased NZ visitor numbers
are Accommodation (16 per cent of gross value added from tourism), Air/water transport (14 per cent),
Retail trade (11 per cent) and Cafes, restaurants, takeaway food (10 per cent). If the TIEV impacts of
additional NZ visitors under the border simplification scenarios are pro-rated using these shares, the
economic industry benefits are estimated in Table 4.

GHD | Department of Resources, Energy and Tourism | Final Report | Trans-Tasman Project

28

Table 4: Estimated industry export impacts from border simplification
Share of gross
value added in
2009-10 (%)

Additional GVA
in Scenario 1 in
2031 ($m)

Additional GVA
in Scenario 2 in
2031 ($m)

Accommodation

15.9

3

59

Air/water transport

13.7

2

51

Retail trade

11.4

2

42

Cafes, restaurants, takeaway food

10.2

2

38

Net taxes

8.6

1

32

Education and training

7.3

1

27

Other

32.9

5

121

Total

100

16

370

Industry sector

Sources: GHD calculations, ABS (2011)

The partial nature of the TIEV impact estimates must be considered. Specifically, there are likely to be
economic impacts that are not related to New Zealand visitors. For instance, there is likely to be some
substitution from domestic Australian tourism into travel to New Zealand. There is also likely to be an
increase in the number of trans-Tasman side-trips when travellers visit either New Zealand or
Australia. A further issue is how the improved connectivity of the two countries could increase
visitation by third-party nationals due to the improvement in the joint Australia-New Zealand tourism
package. These issues are considered in more detail in section 7.3.
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7.

Additional considerations

7.1

Introduction

This section covers some additional considerations that are either not captured in the modelling or
outside the study scope.

7.2

Supply issues identified

A range of supply issues were identified in the consultation phase of this study. Some of these supply
issues have formed a central part of the modelling and study. For example, the Jackson Report (2009,
p. 23) highlights that
ease of access of tourists to Australia is a key supply-side issue. As a long haul destination for
most inbound tourists Australia must enjoy aviation connections to all points of the globe if it is to
maximise visitations. Unfortunately international aviation is an intensely protected marketplace
with a decades old bilateral regulatory arrangement still largely in place.
In the case of New Zealand and Australia, this constraint is not an issue from a direct regulatory
perspective (the skies are completely ‘open’ to Australian and New Zealand airlines). However, the
modelling has explicitly incorporated how “aviation connections to all points… maximise visitations”. In
the case of the trans-Tasman market, the constraint is largely a commercial one, relying on the depth
of demand on potential direct routes before the service is supplied. What is also clear is that
government charges can inhibit the commercial viability of some of the more marginal direct services,
suggesting changes to the charging arrangements could increase visitation.
Several tourism stakeholders explained the industry’s interest in ‘dispersal’ of tourists beyond major
gateway hubs. The reason is largely supply-driven: the major Australian cities face tourism
infrastructure capacity issues, such as transport congestion and very high hotel occupancy rates,
whereas there is generally excess capacity in regional areas that could be harnessed for tourism
demand.
There are demand and supply challenges to the dispersal of tourism from major cities. Clearly the New
Zealand travellers have a strong preference for visiting major cities and may have less interest in
visiting regions with ample infrastructure capacity (section 3.3). However, there are also supply issues,
such as the limited transport accessibility of some regional areas. There is a clear opportunity to
recognise the tourism dispersal role (and co-benefits) that regional transport infrastructure and
services play in addition to providing general access for the local population.
Several airports identified supply issues that are relevant to their operations under growth in visitor
arrivals. The first issues relate the general growth in arrivals to capacity requirements in Customs
waiting areas. With the current border arrangements, increasing arrivals means airports need to
supply increasing amounts of space to house officials and waiting passengers. In cases where
processing times increase for a given number of passengers (e.g. through lower Customs staffing
levels), the increased queuing requires the construction greater space in these areas. With faster
processing time (e.g. with greater investment in SmartGates), over time less space will need to be
provided in these areas, lowering airport costs, charges and ultimately fares.
Airports also identified there are likely to be transition costs from the movement from international to
domestic terminals for trans-Tasman flights. Airlines would generally (though not exclusively) prefer to
operate flights from domestic terminals due to onward domestic connections and lower airport
charges. However, some airports are currently capacity constrained at their domestic terminal, but not
at the international terminal, suggesting in the short term there is the possibility of under-utilised
international terminals (and higher airport charges for remaining international-terminal flights) and
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excess demand for domestic terminals (requiring additional terminal and apron capacity to be
constructed) in response to a change in border arrangements. These challenges would be
exacerbated by increases in visitor arrivals prompted by the reform scenarios.

7.3

Other changes in economic activity

This study and modelling has been undertaken with a partial tourism market perspective. The
relationship between traveller times/costs and demand for trans-Tasman journeys has only been
considered in terms of outbound New Zealand tourism.
Given that the facilitation of travel will be similar in both directions, it is natural to assume there will be
a similar stimulation of Australian outbound tourism. If Australian travellers have similar characteristics,
the reductions in generalised costs for Australians considering travel to New Zealand will be reduced
by a similar scale to those outlined in chapter 5. Because the outbound market for Australia is larger
than that of New Zealand (currently around 7 million international trips per year, including 1 million to
New Zealand), it is possible that the gains to New Zealand tourism will exceed those to the Australian
market.
In both countries, the new demand for trans-Tasman visits will be to some extent drawn from nontourism alternatives (e.g. more weekend trips). However, some proportion of the increase in transTasman visits will be at the expense of domestic tourism spending. The economic gains estimated in
chapter 6 may need to be scaled back to some extent as there is likely to be some value of domestic
tourism loss with significantly simplified trans-Tasman travel. However, New Zealand and Australian
destinations are probably only considered close substitutes for a relatively small range of activities
(e.g. ski tourism and hiking), so it may only be a small offsetting factor.
A further additional economic impact that may result from trans-Tasman simplification is the potential
increase in the number of side-trips undertaken by travellers visiting either New Zealand or Australia.
Webber (2009) estimates that 15 per cent of trans-Tasman traffic is accounted for by side-trips. An
increase in the number of such trips would increase exports for airlines, but if the changes in flows are
balanced between Australia and New Zealand, then it is likely that the impacts for the rest of the
tourism sector may also balance (e.g. a side trip from Australia implies lost revenue for the Australian
market, but if a similar number of side trips come from New Zealand, this should be offset).
Overall, the easier connections between the two countries are also likely increase visitation by thirdparty nationals. The currently high number of side-trips underscores this potential. If it becomes
drastically easier to go from Australia to New Zealand and vice versa, the joint Australia-New Zealand
tourism package becomes much more attractive to holiday travellers. This is likely to deliver new
tourism exports for both countries.

7.4

Ancillary benefits

Several benefits would flow from border simplification that have not been estimated in this study.
These include:
x Greater ‘utility’ for New Zealand travellers, reflecting the greater number of travel choices
available at lower cost;
x Greater utility for Australian travellers;
x Business integration – significantly reduced travel times between the two countries are likely to
speed up and improve economic integration, unlocking potential agglomeration benefits from
improved labour supply, information sharing and co-operation; and
x Government co-operation and goodwill – both directly through better Canberra-Wellington
connectivity and indirectly through achieving a significant joint reform.
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7.5

Study limitations

Practical constraints facing the study have affected the capacity for precision in the modelling results.
Some specific limitations that can be identified are:
x Relatively simplified approach to modelling new direct air routes, which is required due to the
imperfect data on origin-destination movements, and the limited scope for explicitly modelling
the behaviour of all actors in the full aviation network;
x Imprecision on scaling from case studies to aggregate visitor movements, it is recognised that
the case study approach is imprecise since each market is to an extent unique (e.g. the
different trip purposes and incomes between the Auckland-Sunshine and Wellington-Canberra
markets);
x A reliance on partial data and consultant estimates for time taken to complete border processes
in current and future border scenarios; and
x A dearth of existing and up-to-date information about relevant generalised cost elasticities for
the trans-Tasman aviation market.
The result of all of these limitations is that, although significant care has been taken in the construction
and calibration of the model, the specific estimates for demand increases need to be tempered by a
degree of caution. Nevertheless, the alteration of key parameters does not dramatically alter the size
of the estimated increases in demand, suggesting some confidence is appropriate that the order of
magnitude of benefits from border reforms has been adequately captured for the New Zealand visitor
market.
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Appendix B

Approach to demand estimation
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B. Demand estimation
B.1. Approach
The Trans Tasman Project is a policy study rather than a forecasting study and as such draws on
existing forecasts prepared for the Tourism Forecasting Committee (TFC) by Tourism Research Australia
(TRA). For this Project, GHD has used a partial analysis approach, which assumes that the base case
demand for trans-Tasman travel is as described by the TFC forecasts (including the underpinning
macroeconomic variables, such as income and exchange rates).
The study then estimates the effect of varying traveller 'generalised' costs associated with the possible
border scenarios changes with all other variables remaining unchanged. This partial analysis approach is
commonly used in surface transport demand estimations and modelling and was proposed and
implemented for four key reasons:
1. It removed the need to build a new demand forecasting model ‘from the ground up’, which would
not only have needed to include similar macroeconomic variables to those which the TFC uses,
but would also have needed to include a high-level variable to account for the nuances of the
passenger experience, which are the focus of the project.
2. It was difficult within the scope of the Project to adequately specify such a model, since the
historical data series for the border cost variable(s) being tested for the Trans Tasman Project
are not available.
3. The main focus of the Trans Tasman Project is to explore and draw conclusions about likely
increases in New Zealand inbound visitors to Australia arising from border reforms scenarios,
rather than predict total demand from that market.
4. The detailed forecasting exercise routinely undertaken by the TFC is acknowledged (and
referenced in this report) as the primary source of forecasts of inbound NZ tourist numbers.
Specifically, generalised costs of travel are applied to indicative trans-Tasman journeys to estimate future
demand in each of the border simplification scenarios. This section explores the exact process for
estimating demand. The three key complexities in the adopted modelling approach will be discussed
briefly in the following subsections before explaining the overall approach:
x Generalised costs;
x Elasticities; and
x Viability of new direct flights.
Generalised costs
In transport economics, the concept of generalised cost is used to describe a single number that reflects
a person’s preferences over a range of attributes of a journey. For example, a person may prefer to
travel to the city by car rather than by bus – not because the bus is more expensive (it generally is not),
but because the entire travel package is considered lower ‘cost’. That is, when the traveller takes into
account the faster car travel time and the ability to avoid walking to, and waiting at, the bus stop, the
traveller may perceive the ‘generalised cost’ of the car journey to be lower than that of the bus.
The concept of generalised cost allows economists to compare various components of a journey using
the same units. The generalised cost of an air journey has four components: the out-of-pocket expense
(fare), the time components (minutes spent in-flight, minutes spent queuing at Customs, etc.), the value
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of time (how much a person would pay to avoid one additional hour of flying time), and the perceived
weight of each time component (a minute spent in-flight is typically preferred to a minute spent queuing
at Customs). For a given journey (e.g. home in Auckland to a hotel in Adelaide), the generalised cost is
given by:

GC = $c + vot ( ift + wx(tx) ) ,
where $c is the out-of-pocket expense (taxi fares, flight fare and charges), vot is the value of time for a
given traveller ($/hour), ift is the in-flight time (in hours), wx is the weighting applied on journey
component x relative to time spent in-flight (i.e. ift has a weight of one), and tx is the time taken by
journey component x (in hours).
Values of time are estimated at $6 - $24/hour for leisure travellers and $14 – 64/hour for business by
applying two alternative methods suggested by the Civil Aviation Safety Authority (2010) to New Zealand
travellers. Some values of the latter range may be considered low. However, much business travel
happens during leisure time so the opportunity cost is often more similar to leisure than productive
business hours (Hensher and Brewer, 2001, p. 88)).
The weights applied to a journey reflect the degree to which the component is perceived at all, and if so,
how much the component is considered a ‘burden’ to the traveller when the traveller is deciding between
travel options (e.g. choice of destination, mode, travel/not travel). Weights above 1 are applied to travel
time components that are clearly perceived by travellers and considered more onerous than the
equivalent time in-flight. For example, business travellers are likely to recall each of the travel time
components clearly from repeated experience and will likely find time spent in Customs queues more of
a nuisance than post-border time that can be spent in a lounge. As such, for the purposes of calculating
generalised cost, each minute spent at a Customs post is assumed to have a ‘cost’ twice that of a minute
in-flight.
Elasticities
A further relevant transport economics concept is the elasticity of demand. An elasticity describes how
the change in one economic variable affects the quantity demanded of a good or service. Here, the
economic variable is the generalised cost of travel from New Zealand to Australia, and the relevant
quantity of demand is trans-Tasman visits. For a given city-pair (e.g. Auckland-Adelaide), the generalised
cost elasticity is given by:

H GCi

%'qic
, or
%'gcic

%'qic

H GCi  %'gcic ,

H GCi is the elasticity of demand of trans-Tasman visits with respect to generalised cost for
traveller type i, %'Qic is the percentage change in the demand for trans-Tasman visits for traveller type
i on city-pair c, and %'GCic is the perceived percentage change in generalised costs for trans-Tasman

where

visits for traveller type i on city-pair c.
The second rearrangement shows that, for a known (and relevant) elasticity, all that is needed for an
estimated number of new visits on a given route with a policy change is the before and after generalised
cost values. This relatively straight-forward premise is the basis for the ‘stimulation’ modelling undertaken
in this study.
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There are several challenges in selecting an appropriate elasticity. The first is finding a value that is
relevant to the market under consideration (i.e. by world standards the Australia-New Zealand market is
high income, short to moderate length, with little mode substitution possibility). Empirical studies
estimating this parameter are based on actual responses to changed conditions, so if these markets
differ in underlying characteristics (e.g. degree of mode-substitution options) to those in the AustraliaNew Zealand market, then actual demand responsiveness in the present situation may differ from that
predicted based on other studies (InterVISTAS 2007).
A second complication is that evidence on the size of generalised cost elasticities for air travel is very
limited. Most of the available literature involves the estimation of fare elasticities (and income elasticities).
The direction of the elasticities will be the same for price and generalised cost, since an increase in either
will lead to a reduction in demand. However, since fares make up less than 100 per cent of generalised
cost, a traveller’s response to a given percentage change in generalised cost will be higher than the
same percentage change in the fare.
The elasticities ultimately applied in the model account for both of these complications. A national-level
fare elasticity from InterVISTAS (2007) (-0.8) is applied to the Australian context. This approximate value
is further supported by recent evidence on trans-Tasman elasticities from the Qantas fare database,
which finds a value of around -0.8 between 2003 and 2009 (Webber 2009). This central elasticity
measure of fare elasticity is adjusted to reflect the greater price sensitivity (and share of the market) of
leisure travellers to give a value of -0.9; the business fare elasticity is estimated at -0.5.
Estimates of New Zealand-specific price elasticities have also been made by TRA (2011). These price
5
elasticities are estimated based on the Australia-New Zealand exchange rate rather than ticket prices,
as the objective was to decompose variation in total inbound tourism demand from each market into
variations from underlying macroeconomic variables. In contrast, the aim of the current modelling
exercise is to understand the demand response to journey price changes in isolation from
macroeconomic variables, which are assumed constant across the base case and reform scenarios.
Converting fare elasticities to generalised cost elasticities requires further adjustments. In the high case,
the fare elasticities are multiplied by the reciprocal of the average share of generalised costs accounted
for by fares in each market (see for example, Table 8 where fares account for around two thirds of the
generalised cost so the leisure elasticity would be multiplied by 3/2). The medium elasticity takes the
mid-point of the high case and the pure fare price elasticity (Table 5).
Table 5: Elasticities applied to nation-wide changes in generalised costs*
Average share of
fare in GC

High

Medium

Low

Leisure

66%

-1.4

-1.1

-0.9

Business

45%

-1.1

-0.8

-0.5

Traveller type

* Elasticities for changes in generalised costs on a single route will be higher (see section B.3)
Sources: InterVISTAS (2007), Webber (2009), GHD calculations

5

Interpreting exchange rate movements as airfare changes is problematic, particularly in the trans-Tasman market. The transTasman aviation market is fairly balanced between New Zealand-based airlines and Australian-based airlines (Figure 4),
suggesting that cost reductions from exchange rate movements in one direction will be offset by cost increases by airlines in the
other country. Given the competitiveness of the trans-Tasman aviation market, the relationship between airfares and exchange
rate movements may therefore be expected to be very weak. Changes in demand attributed to movements in the exchange rate
are therefore expected to exclude any responses of demand to airfare changes, suggesting the exchange rate elasticity is a poor
estimate of an airfare elasticity (the TRA (2011) estimate of around -0.1 is far below the Webber (2009) and InterVISTAS (2007)
estimates of around -0.8). Instead of appearing in the ‘price’ variable’s elasticity, major movements in demand that are actually
attributable to airfares are likely to be embedded in the ‘seats capacity’ variable’s elasticity (e.g. where low airfares are offered by
airlines to sell surplus seats).
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Viability of new direct flights
With perfect stability in the trans-Tasman routes flown, the task of estimating new demand from changes
in generalised costs on each route is reasonably tractable. However, the continuing growth of aviation
demand makes such a simplification unrealistic. That is, even without any border simplifications, new
routes are likely to be flown by airlines: the base case scenario is likely to include new direct routes
opening at various future points.
This is complicated by circularity in the relationship between supply and demand of aviation services.
The new capacity and greater directness for travellers will significantly change the generalised costs
between a city pair such as Wellington and Canberra since the flying and transfer time for such a pair is
substantially higher than for a similar distance pair such as Sydney and Wellington. New demand will be
unlocked by such additional services. However, it still requires an airline to ‘take the plunge’ and begin
operating the new service. While estimates of demand can be made using the same elasticity and
generalised cost calculations as above, reliable data on existing origin-destination demand is not typically
available, nor is there any guarantee that the actual demand response will prove sufficient to have
justified the new service.
Consultations and economic intuition suggest that the lower fare and time costs associated with the
reform scenarios are likely to bolster the underlying demand for direct services that are not presently
operating. This means that under the reform scenarios, such direct routes are likely to emerge as
financially viable earlier than would be the case in the base.
Overall approach
Central to the modelling is that it needs to estimate the number of New Zealand visitors to Australia in
each of the 20 forecast years (2012 to 2031) for the two reform scenarios and the base case.
The Tourism Forecasting Committee’s most recent forecasts, which include forecasts for visits to
Australia from the New Zealand market, provide the most logical starting point for the base case
forecasts. These forecasts will have been based on historical trends and macroeconomic forecasts, both
of which are likely to be predicated on a continuation of the current border arrangements. The forecasts
are also likely to implicitly reflect any demand unlocked by the operation of new routes on a ‘business as
usual’ basis.
The approach taken is to assume that these forecasts (made out to 2020 then extended at the 20182020 average growth rate) will be broadly realised in the base case. However, to fully specify the base
case some calibration is required to ensure consistency between these forecasts, the assumptions about
when new routes become viable and the modelled behavioural responses to these new route
possibilities.
The model combines elements of top-down (taking the base case forecasts as given, and selecting the
timings of new route viability) with a case-study bottom-up approach, whereby demand is estimated for
new routes, plus for the reform scenarios. Once the demand responses are calibrated in the base case,
the same responses are applied to each of the scenarios to estimate the additional demand attributable
to these scenarios.

B.2. Estimating and classifying destination demand
The focus in the model is on estimating visits to Australia in aggregate. For the purposes of mapping
these visits to the aviation network, it is necessary to explore the available data on which airports people
actually travel to (or would travel to if an aviation service were available). Complete traveller origindestination destination is not available: the BITRE international aviation series focus only on the
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international leg (e.g. Auckland-Sydney), while the BITRE domestic aviation data covers only the
domestic leg of a potentially international journey (e.g. Auckland-Sydney-Canberra) (BITRE 2011a,b).
The only available evidence on the ultimate destinations of New Zealand travellers is from the Tourism
Research Australia International Visitor Survey (IVS) (see section 3.3). The survey results produce
estimates of visitor port of entry into Australia, then the destination regions in which a traveller spent one
or more night during their visit.
The IVS data has a few complications for the purpose of this model. The first is that destinations are
reported by tourism regions rather than airports.
A second complication is that in any given visit to Australia, a traveller will often visit multiple destinations
and so a single visit may not be reported uniquely in the data. For example, a trip from Auckland to
Canberra that includes a two-night stay in Sydney is recorded as: port of entry Sydney / visit Canberra
and port of entry Sydney / visit Sydney. As an indication, in 2010/11 around 40 per cent of NZ visitors
stayed overnight in two or more tourism regions. The data used for modelling focused on the primary and
secondary destinations for visitors (that is, the model ignores the demand for destinations if it is the
destination that ranks third in nights spent for people who visit three or more destinations in a single
trans-Tasman visit).
A third issue is the scope of the survey. Only travellers aged 15 years and over are surveyed. The
aggregate number of unique visits by New Zealanders is therefore below the actual numbers who visited.
The inbound passenger card data provides a unique record of inbound visits. This data is reported by the
ABS, and reconciliation between the two data sets suggests that the IVS missing entries (children)
represent around 12 per cent of total visits.
These issues were resolved (approximately) by first estimating the 2010/11 proportion of total primary
and secondary destination visits that were to regions which are serviced directly by airports with transTasman flights (e.g. Sydney port of entry / Sydney as primary or secondary destination). Second, the
proportion of total primary and secondary destination visits that is accounted for by regions not currently
serviced by direct flights is apportioned to airports that were considered candidates for direct flights to
New Zealand. The highest ranking candidate airports on this measure were Sunshine Coast, Canberra,
Newcastle/Williamtown, Avalon and Hobart (Table 6). The next ranking candidate airports were
estimated to have just 0.6 per cent of NZ visitors each (Townsville, Mackay, Rockhampton and Broome).
The overall unique NZ visitor number is scaled up to match the ABS total NZ inbound visitor series. The
visitor estimates to each direct and candidate airport are then estimated by multiplying this ABS total by
the inbound proportion estimated in Table 6. (Implicit in this calculation is that children visit destinations
in proportion to adults and that there is an equal propensity to have a single-destination visit multidestination visit across all destination regions.)
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Table 6: Actual and potential airport shares of NZ visits
Regions with direct flights

Main* regions without direct flights

Sydney (23.3%)

x

Sunshine Coast

Melbourne (15.9%)

x

Fraser Coast

Gold Coast (12.3%)

x

Hunter

x

Mid North Coast NSW

x

Central Coast NSW

Perth (4.1%)

x

Canberra

Cairns (2.4%)

x

South Coast NSW

Adelaide (2.3%)

x

Western Vic

x

Geelong

x

Greater Hobart

x

North West Tas

Brisbane (11.2%)

Candidate airport
Sunshine Coast (6.3%)

Newcastle (2.7%)

Canberra (2.1%)

Avalon (1.4%)

Hobart (1.2%)

Other (15.0%)
* Not all visitors for a region were deemed to contribute to the potential traffic for a candidate airport; plus some unlisted regions
contributed to potential traffic to a candidate airport.
Sources: TRA supplied, GHD calculations

The model calculations begin in 2011, with the total ABS numbers split across each identified actual and
potential Australian airport serviced by trans-Tasman flights. Visitor numbers are then aggregated into
four destination categories for 2011 and subsequent modelling years. The first two categories are
relevant in 2011: ‘existing direct flights’ (assumed to continue operation indefinitely) and ‘no existing
direct flights’. In future years, t, the assumed emergence of new direct flights creates two additional
categories: ‘direct flights commencing in year t’ and ‘direct flights commencing between 2012 and t-1’.
The reason for splitting passengers into these categories is to apply different growth rates to each
category (more recent direct routes are assumed to grow passenger numbers at a slightly higher rate
than stable direct and indirect destinations).

B.3. Estimating the demand impacts of new direct routes
This section describes how the introduction of a new direct service is estimated to generate additional
new visits to that region and, to a lesser extent, new visits to Australia. These calculations foreshadow
those undertaken to estimate new demand generated by the border simplification scenarios.
Journey components and base case timings
The first step to estimating demand before and after the introduction of a new direct service is to
establish the relevant components of the journey. Because the journeys between New Zealand origins
and Australian destinations not served by direct flights are nearly infinitely diverse, a number of
simplifications have been made in the modelling. A single city-pair has been selected to represent each
of the journeys undertaken to such Australian destinations. The high share (6.3 per cent) of NZ visitors
going to the Sunshine Coast suggests this as a relevant and representative destination. Further, the high
share of outbound tourists from Auckland suggests this would be a useful origin.
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Between a traveller’s residence in Auckland and their accommodation at the Sunshine Coast there will
be variation across travellers, which is partially accounted for in the modelling by estimating journey
components for leisure travellers and business travellers. Further variation exists even for a given
traveller, for example, taking the bus to the airport for one trip, then taxi the next (or random fluctuations
in queuing time or surface traffic). This variation is accounted for in the modelling by estimating high,
medium and low cases for travel time (and cost components).
Table 7 sets out the assumed journey components and the estimated times required to complete each
step (in the base case, for a leisure traveller). Without a direct flight being available, travellers tend to fly
to Brisbane then hire a car or catch a shuttle bus north to hotels around the Sunshine Coast (and Fraser
Coast). All activities from door to door are included in the perceived time and monetary costs of the
journey to the Sunshine Coast.
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Table 7: Estimated minutes to complete each journey component (leisure traveller,
Auckland to Sunshine Coast)
Assumption / source

Time:
high

Time:
medium

Time:
low

Home to airport

Taxi (from North Shore, CBD, Manukau)

46

40

20

Airport to check-in

Notional way-finding

3

2

1

Airline check-in, baggage drop*

Notional estimates

15

10

5

Derived as a residual of remaining time

15

12

7

Estimates based on partial airport times

7

4

2

5

2

1

Journey component

Shopping / food court (preCustoms)*
Outbound Customs*
Aviation Security*

Some evidence from CAA (high scenario
with explosives test)

Shopping / food court / lounge*

Derived as a residual of remaining time

68

62

55

“Go to gate” / Boarding call*

Various airline website recommendations

40

30

20

Flying time

Range for AKL-BNE and BNE-AKL

235

208

180

Notional estimates

15

10

5

Estimates based on partial airport times

10

6

3

5

4

2

Walk from aircraft to Customs
(inc. queuing in aircraft)**
Inbound Customs**
Baggage claim**

Derived based on residual of baggage
process times

Quarantine

Estimates based on partial airport times

8

4

2

Arrivals to shuttle bus

Notional way-finding

6

4

2

Waiting for Sunshine Coast bus

Frequencies of bus operations

40

25

10

Airport to hotel

Estimated journey time

120

100

80

TOTAL

Minutes

638

523

395

* Total time constrained to meet airline guidance on airport-arrival time window (e.g. 120 minutes before departure)
** Total time constrained by estimated baggage process times (e.g. 20 minutes after aircraft arrival at gate for ‘medium’)
Sources: various, GHD calculations

In applying the Auckland-Sunshine Coast case to other Australian destinations not served by direct
flights, it is recognised that some of these components are likely to differ between destinations (e.g. for
journeys to Canberra or Hobart travellers would be more likely to make the domestic connection by air
than road). However, the aim is to get a representative estimate of how – from a typical traveller’s
perspective – the journeys compare before and after a new direct route is introduced.
Re-estimation of times, costs and generalised cost with direct flight
For Australian destinations not served by direct international flights, the local community and business
interest in getting direct flights can be significant. The reason is that it is typically anticipated that the
direct flights will provide an increase in demand for visits to the region from the flight’s origin (as well as
greater outbound connectivity). The estimation of the additional demand requires the redefinition of the
journey components then re-estimation of the times, out-of-pocket expenses and generalised cost
associated with each of these components for the situation where direct flights are in operation.

GHD | Department of Resources, Energy and Tourism | Final Report | Trans-Tasman Project

44

The most obvious difference between the two situations is that in the original situation, travellers have a
domestic leg after their arrival at the destination international airport, which can account for 1.5 to 4 hours
of the journey (such as a shuttle bus or domestic flight) plus some expenses. In the direct connection
situation, much of this time and expense is eliminated. In the case of a direct Auckland-Sunshine Coast
flight, after the arrival at the airport terminal, the traveller completes the inbound border processes,
claims their baggage and can exit to catch a local taxi to their hotel.
The expected time for each journey component is estimated in a similar way as per the indirect routing
case (Table 7) for high, medium and low cases for business and leisure travellers. Estimates are also
made for the out-of-pocket expenses using various sources and calculations. For example, the premovement-charge fares are estimated from airline websites for different time horizons depending on
whether it is a business traveller (5 – 10 days in advance) or leisure traveller (several months in advance,
including travel over the peak Christmas period), with different types of averaging applied to the high,
medium and low cases.
Flying time and fares for Auckland-Sunshine Coast (direct) are expected to be similar to those of the
Auckland-Brisbane route. The slightly longer flying distance is expected to be approximately offset by the
lower average ‘buffer’ time at Sunshine Coast due to its much lower air traffic. Airfares are difficult to
predict as, on the one hand, lower volumes may suggest slightly higher costs, yet the route will need to
be priced competitively with the Brisbane routing option to attract demand from this route.
Weightings are applied to each of the journey time components to bring each component’s time into the
same ‘perceived minutes’ as the in-flight time. These perceived time costs are then converted into
generalised cost units (i.e. $A) by multiplication by the relevant value of time (section B.1). Combining
the out-of-pocket costs with the perceived time values measured in dollars yields a single measure of trip
cost, the generalised cost. Estimates are shown for a ‘medium’ leisure traveller before and after direct
Auckland-Sunshine Coast flights commence in Table 8.
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Table 8: Components of generalised cost change with the commencement of new
direct flights (Auckland-Sunshine Coast, leisure, medium time/costs)
Time:
via
BNE
(min)

Time:
MCY
(min)

Time
weight

Cost:
via
BNE
($)

Cost:
MCY
($)

Gen.
cost:
via
BNE ($)

Gen.
cost:
MCY
($)

Home to airport

40.0

40.0

0.5

30.64

30.64

34.81

34.81

Airport to check-in

2.0

2.0

0.5

0

0

0.21

0.21

Airline check-in, baggage drop*

10.0

10.0

1

0

0

2.08

2.08

11.6

11.6

0.3

0

0

0.72

0.72

Outbound Customs*

4.0

4.0

1

0

0

0.83

0.83

Aviation Security*

2.0

2.0

1

0

0

0.42

0.42

Shopping / food court / lounge*

62.4

62.4

0.3

0

0

3.90

3.90

“Go to gate” / Boarding call*

30.0

30.0

0.5

0

0

3.12

3.12

Flying time [pre-charge fare]

207.5

207.5

1

267.71

267.71

310.91

310.91

10.0

8.0

0.5

0

0

1.04

0.83

6.0

6.0

1

33.33

33.33

34.57

34.57

Baggage claim**

4.0

1.0

1

0

0

0.83

0.21

Quarantine

4.0

4.0

1

0

0

0.83

0.83

Arrivals to shuttle bus / taxi

4.0

3.2

0.5

0.00

0

0.42

0.33

Waiting for Sunshine Coast bus

25.0

0.0

1

0.00

0.00

5.20

0.00

Airport to hotel (bus / taxi)

100.0

15.0

0.5

51.00

20.00

61.41

21.56

TOTAL

522.5

406.70

-

$382.68

$351.68

$461.30

$415.34

% change between cases

Time

-22%

-

Cost

-8%

GC

-10%

Journey component

Shopping / food court (preCustoms)*

Walk from aircraft to Customs
(inc. queuing in aircraft)**
Inbound Customs** [avg.
movement charge]

* Total time constrained to meet airline guidance on airport-arrival time window (e.g. 120 minutes before departure)
** Total time constrained by estimated baggage process times (e.g. 20 minutes after aircraft arrival at gate)
Sources: various, GHD calculations

The estimates show that door-to-door time saved by the direct flight would be around 22 per cent, total
out-of-pocket costs would be around 8 per cent lower, with the combination perceived as a generalised
6
trip cost reduction of around 10 per cent. For business travellers, the estimated change in generalised
costs with direct flights is estimated between 14 and 19 per cent, with the medium case of 17.5 per cent.
Estimating new trans-Tasman visits with new direct flights
At the destination level, the percentage increase in visitor numbers encouraged by the operation of direct
flights may now be estimated by multiplying the percentage change in generalised cost by the

6

The significant time savings for surface transfers are largely offset by the higher weight given to increases for in-flight time when
considered in generalised cost terms
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appropriate elasticity for both business and leisure market segments. The relevant elasticity needs to
capture how demand responds to a change in the generalised cost on the specific route in question
when all other route costs are held constant. In the leisure market visitors are likely to be more flexible
about their choice of destination than business travellers (the latter are much more likely to be deciding
whether to travel to, say, a meeting or not to travel at all). Therefore changing the relative cost of leisure
travel to one destination only will make this destination attractive relative to other destinations. As such,
the relevant elasticity for this market will be higher than those in Table 5. InterVISTAS (2007) estimates
the price elasticity for single-route price changes at -1.4, compared to the national-level price elasticity of
-0.8. The ratio between these elasticities is applied to the leisure values in Table 5 to give new elasticities
relevant to these new routes (Table 9).
Table 9: Elasticities applied to single-route-only changes in generalised costs*
Traveller type

High

Medium

Low

Leisure

-2.4

-2.0

-1.6

Business

-1.1

-0.8

-0.5

Sources: InterVISTAS (2007), GHD calculations

From a national perspective, the interest in new demand to a destination region is mainly in new visits to
Australia net of visits diverted from other Australian destinations. This consideration also is only expected
to be relevant in the leisure segment. A further adjustment is therefore applied to the leisure segment’s
price elasticity to reflect the degree to which new trips to the region divert existing demand for other
(previously more easily accessible) Australian destinations.
The parameter used to net off the diverted demand from other Australian destinations is based on the
share of New Zealand outbound travel in the region that is currently captured by Australia. In 2010/11
around 78 per cent of outbound NZ trips within Oceania were to Australia. Therefore, if new demand
from the commencement of new direct routes attracts visitors in from other destinations in the same
proportions, then 78 per cent of these will have otherwise already been visiting Australia. That is, the
genuinely new demand to Australia is 22 per cent of the total new demand estimated for the newly
connected destination.
For major destinations that are currently not connected by direct flights (generally regional centres), the
proportion of business travel is expected to be quite low (Canberra is a clear exception to this). Around
6 per cent of New Zealand travel to these destinations is estimated to be business-related. The summary
of the calculations for an indicative destination and set of parameters is shown in Table 10. These
calculations suggest that while new visits to a destination could be expected to increase by around
20 per cent, the total increase in visits to Australia is estimated at around 5 per cent when the
substitution of visits from other Australian destinations is netted out.
Table 10: Increase in Australian visits to a specific destination through connection
by a new direct route (medium elasticity, costs and times)
Traveller type
Leisure
Business
Total (w. avg.)

Share
of visits

Elasticity

Adjustment to net
AU substitutions

Generalised
cost change

AU demand
change

94%

-2.0

0.22

-10.0%

+4.4%

6%

-0.8

1.00

-17.5%

+14.1%

100%

-1.9

0.27

-10.5%

+5.0%

Sources: InterVISTAS (2007), GHD calculations
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B.4. Border time improvements with the reform scenarios
Chapter 3.2 explained from a traveller’s perspective how the border processes would operate under
each of the three scenarios. This subsection explores how these processes have been translated into
specific times (and costs) for representative travellers.
Base case border times are captured in Table 7 above. In addition to this, the out-of-pocket expenses
attributable to the border processes are limited to the combined effect of the Australian Passenger
Movement Charge (A$47 per departure) and the New Zealand arrival and departure charge (NZ$25 per
departure). For an average journey (i.e. the total charge for a round trip divided by two), the charge is
around A$33 per person per international flight.
With the introduction of each of the border reform scenarios, it is expected that the composition, times
and costs of border processes will change relative to this base case. While there is likely to be some
uncertainty around the degree to which these figures will change, the modelling includes some indicative
7
assumptions about each component (Table 11) .

7

Postscript: New Zealand has commented that under a common border arrangement air ticket prices may not decrease by the
indicated amount in respect of the NZ departure charge in Table 11, noting that the current passenger movement levy is invested
in and supports infrastructure development projects (see also section 3.1.6).
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Table 11: Border and airport-related time and costs (medium, leisure)
Time:
base (min)

Time:
Scenario 1
(min)

Time:
Scenario 2
(min)

Airline check-in

10.0

10.0

10.0

Outbound Customs

4.0

2.0

0.0

Aviation Security

2.0

2.0

1.5

Inbound Customs

6.0

3.0

0.0

Quarantine

4.0

4.0

0.0

Sub-total (border)

26.0

21.0
Time:
Scenario 1
(min)

11.5
Time:
Scenario 2
(min)

Border component

Related journey components

Time:
base (min)

Arrival at airport prior to departure*

120

108

45

Shopping / food court / lounge

74.0

67.0

13.5

“Go to gate” / Boarding call

30.0

27.0

20.0

20

17

15

Walk from aircraft to Customs / Baggage

10.0

10.0

8.0

Baggage claim

4.0

4.0

7.0

Sub-total (airport, non-border)

118.0

108.0

48.5

Total airport time

144.0

129.0
Cost:
Scenario 1
(A$)

60.0
Cost:
Scenario 2
(A$)

47.00

47.00

0.0

25.00 *

25.00 *

0.77

0.77

$33.33

$33.33

Baggage processing*

Charges
Australian outbound PMC
NZ departure charge (combined with any
inbound charge for return leg)
Average border charges per flight

Cost:
base (A$)

0.0

$0.00

* Italicised items are binding constraints on other components during this time window (e.g. in scenario 1, baggage processing time
of 17 minutes = walk to customs (10 min) + Customs (3 min) + baggage claim (4 min as residual).
Source: GHD calculations

In the domestic-like scenario (1), time is saved at Customs by integrating SmartGate and airline check-in
kiosks and by slightly shorter baggage processing time through the transfer of x-ray images. For the
outbound journey, border time savings are only translated into overall time savings at the airport if these
savings are reflected in airport-arrival buffers (minutes arriving before flight departure time, through
airline recommendations and/or passenger behaviour). To partially reflect cost savings by agencies, it is
assumed there is a slight reduction in the Passenger Movement Charge.
In the domestic scenario (2), the removal of border processes and the operation from domestic terminals
dramatically changes the time constraint on arriving at the airport prior to the flight, even with baggage.
The domestic scenario also reflects the complete removal of all international movement charges by the
Australian and New Zealand governments.
Because these time and charge savings will represent a different proportion of the overall door-to-door
costs depending on the length and directness of the journeys, it is relevant to consider what proportion
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such savings represent in the generalised cost for an indicative indirect routing (i.e. no direct flights) and
a direct routing (origin and destination connected by a direct flight).

B.5. Estimating the demand impacts of border scenarios
Approach
The approach taken to estimate the incremental demand attributable to the border reform scenarios
follows a similar logic to the ‘new direct route’ calculations (section B.3). Two impacts are captured in the
modelling to reflect border reform: new direct routes are assumed to commence earlier (i.e. the start date
is brought forward by a given number of years for each prospective route), and the generalised costs fall
(lower border times) for all routes. In the case of the first change, demand is simply estimated by
applying the ‘new direct route’ percentage change in generalised cost (and the elasticity) to an earlier
year’s forecast (underlying) demand to a destination. For the second change, representative case
studies are explored to inform how great the impact on generalised costs will be for important Australian
tourism destinations from each of the border reform scenarios.
As the New Zealand tourism segment is dominated by east-coast Australian destinations, the two case
studies are drawn from these segments. The two representative routes are assumed to go from the two
largest New Zealand population centres to two of the major Australian destinations. In the case of citypairs connected by direct services, Christchurch-Sydney is considered fairly representative. For the case
where there are no current direct services, again, the Auckland-Sunshine Coast journey provides an
indication of the scale and scope of the time and expense of the main indirect NZ-Australia journeys
currently undertaken.
Indirect route case study: Auckland-Sunshine Coast
The base case generalised costs for leisure and business travellers for the purpose of estimating the
impacts of border scenarios on the Auckland-Sunshine Coast ‘indirect route’ are the same as the base
case from the estimation of the impacts of direct flights for Auckland-Sunshine Coast (section B.3). For
the scenario cases, the journey times and costs unrelated to the border or airport (e.g. shuttle bus fares)
are unchanged from the base case, so the generalised cost savings for each scenario relative to the
base case are directly related to the changes highlighted in Table 11.
The generalised costs for high, medium and low, business and leisure markets have been calculated for
the Auckland-Sunshine coast journey relative to the base case (Table 12). These calculations suggest
that business travellers experience a greater perceived improvement in travel experience in the two
cases than leisure travellers (since a large proportion of the border savings are time savings which are
more highly valued than they are for leisure travellers). For the representative traveller, the domestic-like
experience is perceived as around 0.5 per cent less onerous than currently for indirect routings. Similarly,
a move to a common border would mean indirect journeys between the countries would be considered
around 9 per cent less onerous for a representative traveller.
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Table 12: Generalised cost changes from border reforms (representative indirect
routing)
Scenario and traveller type

%ch GC: high

%ch GC: medium

%ch GC: low

Leisure

-0.7

-0.4

-0.2

Business

-4.0

-2.5

-0.9

-0.9

-0.5

-0.2

-8.8

-8.8

-10.9

-20.5

-18.8

-16.8

-9.5

-9.4

-11.3

Scenario 1 (vs base case)

Weighted average
Scenario 2 (vs base case)
Leisure
Business
Weighted average
Source: GHD calculations

Direct route case study: Christchurch-Sydney
For destinations served by direct routes, the generalised cost changes are based on time and cost
implications of the main journey components for indicative Christchurch-Sydney visitors (high, medium
and low, for leisure and business).
As expected, the generalised cost changes are of greater magnitude for the direct routings than the
indirect routings, since the airport times represent a greater proportion of the total trip time for such
journeys (though the difference is very small for scenario 1, Table 13). Generalised costs for the
domestic-like experience are in the order of 0.5 per cent lower than the base, while for the common
border scenario direct journeys are roughly 13 per cent easier to undertake.
Table 13: Generalised cost changes from border reforms (representative direct
routing)
Scenario and traveller type

%ch GC: high

%ch GC: medium

%ch GC: low

Leisure

-0.9

-0.5

-0.3

Business

-1.6

-1.2

-0.5

-0.9

-0.5

-0.3

Leisure

-10.7

-12.1

-15.7

Business

-14.6

-24.3

-26.7

-10.9

-12.8

-16.4

Scenario 1 (vs base case)

Weighted average
Scenario 2 (vs base case)

Weighted average
Source: GHD calculations
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Estimating demand for the case studies
Demand for additional visits from New Zealand are estimated for the case studies under the border
scenarios by applying the relevant elasticities from Table 5 to the changes in generalised costs
estimated in Table 12 and Table 13.
Table 14: Estimated new visits to Australia under border scenarios (medium
time/costs)
High
elasticity

Medium
elasticity

Low
elasticity

Direct routes

+0.9%

+0.7%

+0.5%

Indirect routes

+0.7%

+0.5%

+0.4%

Direct routes

+18.8%

+15.0%

+11.1%

Indirect routes

+12.6%

+10.3%

+8.0%

Scenario and traveller type
Scenario 1 (vs base case)

Scenario 2 (vs base case)

Source: GHD calculations

These estimated demand changes are sensitive to the amount of cost (and fare) reductions assumed.
For instance, if the Passenger Movement Charge were reduced by A$10 per departure in Scenario 1, the
increase in demand would be in the order of 2 per cent rather than the 0.5 per cent calculated based on
primarily the time implications of the border simplification.

B.6. Estimating future demand under the scenarios
The information gained in the previous sections is compiled in the modelling to estimate the number of
New Zealand visitors to Australia in each of the forecast years for the base case and two border
scenarios.
A range of evidence has informed the proposed timing of new direct-route feasibility and operation in the
model, including current tourism demand to a region served by an airport, current domestic traffic
through the airport and consultation with airlines, airports and tourism organisations. The assumed
commencement years of direct services from New Zealand to candidate airports for the base and border
8
reform scenarios are in Table 15. These dates also reflect the expected dates of implementation of the
sets of reforms. The domestic-like experience could be expected to be achievable within the next year or
two with a continued roll-out of SmartGate technology and integration with airline kiosks –
implementation is set in the model at 2013. For the common border scenario, more policy and legal
issues require resolution, as such it is assumed not to commence operation until 2019 (noting there is
currently no Australian Government position on a common border or any potential implementation date).

8

The modelling assumes for simplicity that the majority of demand for direct travel is situated in the catchment area of the airport
from which these initial services will be operating. For instance, for most Australian destinations, Auckland (as the major
population centre) is the primary source of demand and would hence have the first direct service. Canberra, by contrast may
have stronger demand from Wellington, reflecting a high share of business/government demand, and so demand for direct flights
might be more evenly split between Wellington and Auckland. (Even for journeys where the NZ origin is not likely to gain the first
direct services, the provision of one direct service from, say, Auckland is still likely to reduce travel times to some extent for these
journeys.)

GHD | Department of Resources, Energy and Tourism | Final Report | Trans-Tasman Project

52

Table 15: Assumed commencement years of direct services
Base case

Scenario 1
(from 2013)

Scenario 2
(from 2019)

Sunshine Coast

2013

2013

2013

Canberra

2014

2013

2014

Newcastle / Williamtown

2035

2033

2030

Hobart

> 2045

> 2045

> 2045

Avalon

> 2045

> 2045

> 2045

Townsville

>> 2045

>> 2045

>> 2045

Mackay

>> 2045

>> 2045

>> 2045

Rockhampton

>> 2045

>> 2045

>> 2045

Broome

>> 2045

>> 2045

>> 2045

Airport

Source: GHD assumptions and calculations

The domestic-like scenario is expected to bring forward the viable operation of direct services into
candidate airports by up to two years (and up to five years in the common-border scenario). However,
the extent to which this affects passenger numbers is limited both by how soon some direct services are
expected even in the base case (Sunshine Coast and Canberra) and by the implementation date of the
reform option. For example, since scenario 2 is not assumed to be implemented until 2019, the opening
dates track the base case until 2019 (after which time Sunshine Coast and Canberra services are
expected to have already commenced). Direct services to Newcastle are assumed to be brought forward
in this scenario by the full five years to 2030 (the second last year in the forecast scenario). For all other
candidate airports identified in section B.2, direct services are assumed not to be operating until well
after the end of the modelling period (2045) in all border scenarios.
In the year that the direct services are assumed to open in a given scenario, the previous year’s
estimated destination demand relevant to that airport (values in Table 6 multiplied by total forecast visitor
numbers) is multiplied by the percentage change in new visitors to Australia. This yields an estimate of
the uplift to the number of visitors that is above the background forecast for that year. In years that routes
are not assumed to open, the relevant background growth (consistent with the base case growth) is
9
assumed to apply.
A similar procedure is applied to estimate the additional New Zealand visitors under each of the border
reform scenarios. In the year that the reform is assumed to commence, the demand increase attributable
to each scenario is applied to the relevant set of destination demands. For destinations that are not
serviced by direct routes, the percentage increase in demand estimated for the Auckland-Sunshine
Coast journey is multiplied by estimated destination demand relevant to that airport (values in Table 6
multiplied by total forecast visitor numbers in the relevant year). Similarly, for destinations served by
direct flights (including those commencing after 2011), the percentage uplift from the ChristchurchSydney route is applied to the relevant visitor number for the year the scenario commences.

9

To ensure the base case forecast is consistent with the Tourism Forecasting Committee’s forecast to 2020 and with the assumed
new direct route calculations, some calibration is required. This involves setting the demand for destinations with stable routes
(direct and indirect) to increase at slightly below the TFC’s implied annual growth rate. The ‘slowdown’ parameter is set such that
the boost in demand from the opening of new direct routes is offset in the base case.
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