30 November 2020

Director, Strategic and Economic Policy Projects
Data, Analytics and Policy Division
GPO BOX 594
CANBERRA ACT 2601
Via email: aviationconsultation@infrastructure.gov.au
Submission in response to The Future of Australia’s Aviation Sector: Flying to Recovery, Issues Paper 2020

Dear Director
The Business Council of Australia welcomes the Australian Government’s focus on supporting the aviation
sector and the opportunity to provide feedback to The Future of Australia’s Aviation Sector: Flying to
Recovery, Issues Paper 2020 (Issues Paper).
The COVID-19 global pandemic has caused unprecedented challenges for the aviation sector - both
domestic and international. With planes grounded, airports brought to a grinding halt and aviation-related
businesses experiencing a dramatic fall in revenue, 2020 has seen the industry under tremendous pressure.
Although we are starting to see the reopening of domestic borders and the resumption of key domestic
routes, there is no doubt that 2021 will continue to present significant challenges for the sector.
Therefore, the Business Council believes that the Australian Government’s attention must continue to
remain on supporting the industry’s survival and ability to bounce back as we recover and a vaccine is rolled
out. While we appreciate the important focus of the Issues Paper, unfortunately it is too soon to chart a
course beyond the immediate support and recovery phase.
Looking too far into the future brings regulatory uncertainty to an industry that is focussed on immediate
survival. As such, the Business Council welcomes engagement on Part A of the Issues Paper, with
consideration of Part B deferred until the sector has sufficient bandwidth to engage constructively.
As the Issues Paper clearly articulates, we have seen an unprecedented downturn in the aviation sector. In
a complementary piece of work, the Business Council commissioned EY to undertake analysis of the
economic fallout of domestic and international aviation over the past seven months. These two reports are
attached for your consideration.
The reports recognise that while the safety of Australians remains our number one priority, we must also
learn to live with the virus until a vaccine is available. As this analysis demonstrates, our recovery will be
stronger and faster if we can agree on a national timetable and transparent protocols for removing
domestic travel restrictions and a plan for a gradual and safe reopening our international border.
We acknowledge in these reports that this will require a highly-targeted, careful and staged reopening of
the economy based on health advice with robust nationally consistent systems in place for departures and
arrivals, quarantining, local containment, and digital tracking and tracing.

The analysis also demonstrates how Australia is lagging behind other countries in recovering aviation
activity and the flow on impacts to agricultural exports, regional tourism and Australia’s business events
industry.
To support the survival and recovery of the aviation section, the Business Council supports the Government
maintaining the Australian Aviation Financial Relief Package and the International Freight Assistance
Mechanism until the domestic and leisure markets normalise during the first half of 2021. A further
decision could be made in mid-2021 on whether this assistance continues to be essential for the survival of
the aviation sector.
Once again, thank you for the opportunity to provide feedback on this important issue. The Business
Council and its members stand ready to work with the Australian Government to reopen the aviation sector
and ensure its speedy, safe and sustainable recovery.
Yours sincerely

Jennifer Westacott AO
Chief Executive

Encl.

The role of aviation in Australia’s economic recovery, 22 October 2020
Wheels up: getting Australia’s domestic aviation back flying, 22 October 2020

The role of aviation in
Australia’s economic
recovery
The economic urgency for a plan to
safely and sustainably restore
Australia’s domestic and international
air links

22 October 2020

Australia and the global community face an ongoing health and
economic crisis
The COVID-19 pandemic is the greatest
public health challenge in a century.
►

►

►

►

The impact of COVID-19 on Australia’s community and
economy has been unprecedented.
The crisis is still unfolding and federal and state
governments are working to manage the spread of
COVID-19.
Policy responses to suppress the virus affect nearly
every citizen and business, including:
► Effective closing of international borders (tight
caps apply on inbound arrivals)
► Internal border controls
► Quarantine standards
► Social distancing
► Widespread testing and tracing arrangements.
The restrictions placed on individuals and businesses
have significantly impacted Australia’s economy.
Australia is confronting a deep recession, the first in
30 years.
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Australia has led the world
in its health response to
COVID-19. But Australia’s
economic recovery hinges
on the restoration of our
domestic and international
air links.
We urgently need a plan to
safely and sustainably
restore travel in a way that
ensures the ongoing
protection of the Australian
community.

International aviation delivers a unique economic benefit to Australia
— other sections of the economy can’t compensate for its loss
International aviation generates
around $100 billion in export
revenue and supports around

515,000 jobs.

Holiday
$13.3 billion

VFR
$5.7 billion

Education
$40.3 billion

Business
$5.5 billion

Freight
$34.5 billion
International holiday makers
spend approximately
$3,300 in Australia,
generating approximately
75,000 jobs.

Education services are
one of Australia’s largest
exports. International
students arriving by air
support around
248,000 jobs.

Passengers visiting
friends and relatives
(VFR) spend
approximately $2,300 in
Australia and support
about 32,000 jobs.

Passenger aircraft carry much
more than people. International
passenger aircraft carry over
80% of air freight in the cargo
hold. Air freight on passenger
planes generates about
129,000 jobs.
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Air travel provides key trade
linkages to the world and
contributes to foreign direct
investment. Business related
air-travel creates around
31,000 jobs.

Air travel supports many Australian industries and jobs and provides
key trade linkages to the world
International passenger travel has declined by 95% and
more than half of the world’s flights have been
grounded. While international borders remain closed,
Australia is losing $7.6 billion per month in
economic value.
►

The flow of tourists, overseas students, business
travellers and air freight to Australia has been
profoundly disrupted.

►

Agricultural exports are among the high value
exports constrained due to COVID-19 international
travel restrictions.

►

►

Air freight beef and sheep meat exports declined
by 13% and 34% respectively in 2020 compared
to 2019.

►

Over 75% of seafood exports are airfreighted,
with the value of lobster exports declining by
around 36% in 2020 compared to 2019.

The International Freight Assistance Mechanism
(IFAM) has been a crucial action by Government to
maintain international trade and must continue.
However the only way for air freight to rebound is
with greater capacity through passenger aircraft.
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Higher domestic tourism
from Australians holidaying
at home will not offset
tourism and trade losses
due to the dislocation of
international air travel.
• On average, international visitors
(e.g. tourists, business travellers and
short term students) spend $5200 per
trip in Australia. But some travel
markets are more lucrative, for instance
Chinese travellers spend around $9300
per trip.
• In contrast, domestic travellers spend
around $700 per trip.
• The capacity for domestic travel revival
will be constrained by current travel
restrictions.

Bilateral travel corridors between countries, with non-quarantine
safeguards, could offer significant benefits
• Safe travel corridors with selected countries are estimated to generate $20.5 billion for Australia
over a period of 12 months.

• When it is safe, and based on countries’ management of COVID-19, travel corridors could include
New Zealand, Japan, Singapore, China and Korea.
New Zealand

Japan

$1.8 billion

Singapore
$3.3 billion

$2.7 billion

233
712
139

1,186

825

827

1,544
223

344
255
206

China

222

184

172

688

Korea

$9.1 billion

$3.6 billion
Chart values in $ million over
12 months

2,503

2,048

1,052

Holiday
1,377

383

Business
Education
Visiting family and relatives

792

292
3,346
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Freight
578

253

All parts of our aviation sector have been disrupted by COVID-19
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The economic
economic falloutfallout
The
Losses from shutting international
aviation since the pandemic

$61 billion
Mar to Oct 2020

The shutdown will continue costing
Australia

$7.6 billion per month
or $250 million per day
10

Monthly economic losses
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Australia’s domestic air travel has not
bounced back like many other countries that
have closed external borders.
• State border closures affecting aviation
services are costing about $69 million per
day.
• There has been widespread job losses
across the aviation sector, including
airlines, airports, catering and ground
handling and transport services.
• Australia’s two major carriers have laid
off around 11,500 employees.
• The extent of direct job losses and
furloughed positions is already
affecting more than 34,000 people.
• We need to plan now so we are ready to
ramp up air travel when health conditions
allow.
• Any delay would unnecessarily impact the
aviation sector and heavily dependent
sectors, such as tourism and business
events.

Percentage of 2019 domestic travel (seat volumes)

Australia is lagging other countries in recovering domestic aviation
activity
140

COVID-19 has reduced average
load factors (or seat utilisation
rates). As a result, passenger
recovery rates lag the seat view
shown by an average of 20-30%.
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Sep-20

The urgent need for a plan to restore Australia’s international aviation
links
Air travel is critical to the Australian economy. Travel corridors can be developed to rebuild the
$100 billion generated by international aviation at the same time as keeping Australians safe.

• Domestic tourism activity as Australians holiday at home rather than abroad will provide some
economic support.

• It will not substitute for the lost activity in business, education and air freight which is a critical
component of our global air travel links.

• We need to start planning for borders, first state and then international, to reopen once the health
situation permits.
Start slowly and build up in structured, incremental steps. It requires trust and the ability to contain the virus, including
widespread testing, contact tracing and effective quarantining.

Travel corridors could be an effective means to open up travel within Australia and then with other select countries.

Rigorous public health measures to facilitate safe travel will be essential, including being prepared to halt travel again if
the situation changes.

Strong coordination between tourism commissions, airlines and airports, industry associations and government
agencies will be essential to manage reopening.
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Tourism Research Australia (2019), International
Visitors Survey

Release notice
Ernst & Young ("EY") was engaged on the instructions of Business Council of Australia
("Client") to examine the role of COVID-19 on the economy ("Project"), in accordance
with the engagement agreement dated 23 June 2020 including the General Terms and
Conditions (“the Engagement Agreement”).
The results of EY’s work, including the assumptions and qualifications made in
preparing the report, are set out in EY's report dated 22 October (“Report"). You
should read the Report in its entirety including any disclaimers and attachments. A
reference to the Report includes any part of the Report. No further work has been
undertaken by EY since the date of the Report to update it.
Unless otherwise agreed in writing with EY, access to the Report is made only on the
following basis and in either accessing the Report or obtaining a copy of the Report the
recipient agrees to the following terms.
1. Subject to the provisions of this notice, the Report has been prepared for the Client
and may not be disclosed to any other party or used by any other party or relied upon
by any other party without the prior written consent of EY.
2. EY disclaims all liability in relation to any other party who seeks to rely upon the
Report or any of its contents.

6. All tax advice, tax opinions, tax returns or advice relating to the tax treatment or tax
structure of any transaction to which EY’s services relate (“Tax Advice”) is provided
solely for the information and internal use of the Client and may not be relied upon by
anyone else (other than tax authorities who may rely on the information provided to
them) for any purpose without EY’s prior written consent. If the recipient wishes to
disclose Tax Advice (or a portion or summary thereof) to any other third party, they
shall first obtain the written consent of the Client before making such disclosure. The
recipient must also inform the third party that it cannot rely on the Tax Advice (or a
portion or summary thereof) for any purpose whatsoever without EY’s prior written
consent.
7. No duty of care is owed by EY to any recipient of the Report in respect of any use
that the recipient may make of the Report.

8. EY disclaims all liability, and takes no responsibility, for any document issued by any
other party in connection with the Project.
9. A recipient must not name EY in any report or document which will be publically
available or lodged or filed with any regulator without EY’s prior written consent, which
may be granted at EY’s absolute discretion.
10. A recipient of the Report:

3. EY has acted in accordance with the instructions of the Client in conducting its work
and preparing the Report, and, in doing so, has prepared the Report for the benefit of
the Client, and has considered only the interests of the Client. EY has not been
engaged to act, and has not acted, as advisor to any other party. Accordingly, EY
makes no representations as to the appropriateness, accuracy or completeness of the
Report for any other party's purposes.
4. No reliance may be placed upon the Report or any of its contents by any party other
than the Client. Any party receiving a copy of the Report must make and rely on their
own enquiries in relation to the issues to which the Report relates, the contents of the
Report and all matters arising from or relating to or in any way connected with the
Report or its contents.
5. Subject to clause 6 below, the Report is confidential and must be maintained in the
strictest confidence and must not be disclosed to any party for any purpose without the
prior written consent of EY.
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a)

b)

may not make any claim or demand or bring any action or proceedings against EY
or any of its partners, principals, directors, officers or employees or any other
Ernst & Young firm which is a member of the global network of Ernst Young firms
or any of their partners, principals, directors, officers or employees (“EY Parties”)
arising from or connected with the contents of the Report or the provision of the
Report to the recipient; and
must release and forever discharge the EY Parties from any such claim, demand,
action or proceedings.

11. In the event that a recipient discloses the Report to a third party in breach of this
notice, it will be liable for all claims, demands, actions, proceedings, costs, expenses,
loss, damage and liability made or brought against or incurred by the EY Parties,
arising from or connected with such disclosure.

EY | Assurance | Tax | Transactions | Advisory
About EY
EY is a global leader in assurance, tax, transaction and
advisory services. The insights and quality services we deliver
help build trust and confidence in the capital markets and in
economies the world over. We develop outstanding leaders
who team to deliver on our promises to all of our stakeholders.
In so doing, we play a critical role in building a better working
world for our people, for our clients and for our communities.
EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young Global
Limited, a UK company limited by guarantee, does not provide
services to clients. Information about how EY collects and uses
personal data and a description of the rights individuals have
under data protection legislation is available via
ey.com/privacy. For more information about our organization,
please visit ey.com.
© 2020 Ernst & Young, Australia.
All Rights Reserved.
Liability limited by a scheme approved under Professional
Standards Legislation.
This communication provides general information which is current at the time of
production. The information contained in this communication does not constitute
advice and should not be relied on as such. Professional advice should be sought
prior to any action being taken in reliance on any of the information.
Ernst & Young disclaims all responsibility and liability (including, without limitation,
for any direct or indirect or consequential costs, loss or damage or loss of profits)
arising from anything done or omitted to be done by any party in reliance, whether
wholly or partially, on any of the information. Any party that relies on the
information does so at its own risk.

ey.com

Wheels up: getting
Australia’s domestic
aviation back flying
22 October 2020

COVID-19 has grounded domestic air travel
All Australia's domestic air routes have been
decimated since the pandemic.

A pre and post pandemic picture of
Australia’s key air routes
March - Oct 2019 vs. March - Oct 2020
Selected routes cover 50% of all passengers

• Capital city air
connections virtually
disappeared at the height
of the pandemic.
• Major intrastate routes
were also heavily
impacted.

BNE - DRW

$101 m
Passengers

BNE - TSW

72%

$189 m
Passengers

48%

BME - PER

$45 m

CBR - MEL

Passengers

$411 m

33%

BNE - SYD

$1,285 m
Passengers

71%

Passengers

91%
*The economic losses
and the collapse of
passenger volumes would
be even greater in the
absence of the Regional
and Domestic Network
Support programs.

$1,229 m
Passengers

ADL - MEL

91%

$866 m

CBR - SYD

Passengers

$303 m

91%

Passengers

MEL - PER

$688 m
Passengers

89%
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BNE - MEL

MEL - HBA

$482 m
Passengers

82%

83%
MEL - SYD

$3,107 m
Passengers

91%

Internal border restrictions continue to be a brake on our economic
recovery from COVID-19
In March, States and Territories imposed
unprecedented travel bans and border restrictions
to manage the pandemic.

• Domestic aviation services were virtually shut
down.
• International border closures stopped entry of
foreign travellers who also use domestic
services.

Maintaining critical aviation
connectivity
In response to COVID-19, the Australian
Government has provided emergency
support to keep essential air services
running.
•

Under the Domestic Aviation
Network Support, Qantas and Virgin
Australia Groups have operated a
minimum domestic network servicing
the most critical metropolitan and
regional routes in Australia.

•

A Regional Airline Network Support
program also supports smaller
regional airlines.

While suppression of COVID-19 has been successful
in all states, many border controls remain in place.

• Queensland remains closed to NSW and Victoria.
• Western Australia is closed until April 2021.
• Tasmania remains closed but has announced
plans to ease controls in late October.
Internal border controls have rarely been adopted
in other countries as part of their COVID responses
— Australia remains well behind other countries in
getting domestic aviation flying.
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Both programs were extended to early
next year under the 2020-21 Budget. It
will be critical for the sector’s recovery
that other important programs under
the Australian Airline Financial Relief
Package are able to continue until
international travel resumes.

Percentage of 2019 domestic travel (seat volumes)

Australia is lagging other countries in recovering domestic aviation
activity
140

COVID-19 has reduced average
load factors (or seat utilisation
rates). As a result, passenger
recovery rates lag the seat view
shown by an average of 20-30%.
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Source: SRS Analyzer, courtesy of Sydney Airport

All Australia’s domestic routes have been decimated by COVID-19
Before COVID-19, Australia’s domestic
airline industry carried more than 65
million passengers — that’s more than 2.5
flights per person each year.

900

• Even with the support provided by

700
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Passengers (‘000s)

government, our aviation sector has
been devastated by the pandemic, with
passenger volumes plummeting by 89%
this year.
• We have some of the busiest air routes
in the world.
• Melbourne — Sydney is the second
busiest route globally by flight
frequency with 54,000 flights in
2019.
• Brisbane — Sydney had 33,000
flights in 2019.
• These flights support jobs, tourism,
business linkages, and connection with
family and friends.

Passengers on our top ten domestic routes
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Melbourne - Sydney

Gold Coast - Melbourne

Brisbane - Sydney

Melbourne - Perth

Brisbane - Melbourne

Adelaide - Sydney

Gold Coast - Sydney

Perth - Sydney

Adelaide - Melbourne

Hobart - Melbourne

The economic damage to aviation from state border closures continues
to escalate
As a result of the shutdown, there have
been widespread job losses across the
aviation sector, including airlines,
airports, catering and ground handling
and transport services.

Theeconomic
economic fallout
The
fallout
Economic losses from the shutdown of
domestic aviation are now

$17 billion

• Direct job losses and furloughed
positions are already affecting more
than 34,000 people.
• Australia’s two major carriers have
laid off around 11,500 employees.

Mar to Oct 2020

The border closures will continue costing
Australia

$2.1 billion per month
or $69 million per day

We need a plan to ramp up air travel
now, based on clear health protocols.

• Any delay is imposing heavy

2.5

$ billion

economic costs to aviation and
dependent sectors such as tourism
and events.

Monthly economic losses
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2.0
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A clear plan for restarting domestic aviation activity will build
confidence in Australia’s economic recovery
While some progress to open aviation routes
between states has been made, there is no
roadmap for lifting travel restrictions and
reinstating our domestic aviation sector.

A Christmas gift to
the nation

• The lack of certainty continues to deter

•

A strong domestic aviation network
is critical to Australia’s success,
supporting businesses and the
community.

•

Getting Australians flying again
before Christmas would be a social
and economic gift to the country.

•

The direct economic gains from
restarting domestic aviation over the
summer holiday period could be:

business confidence, including in broader
aviation, tourism and regional Australia.
• Australians are being held back from making
plans to holiday and visit friends and relatives
interstate.
Economic recovery will be stronger and faster if
the timing and priorities for removing travel
restrictions are clear.

• Transparent protocols for the resumption of
domestic air routes should be developed and
announced before December.
• This will help keep Australians connected, allow
people to visit family and friends, and provide
critical stimulus for the regions and our
tourism sector.
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$3.3 billion
Mid Dec 20 to
end Jan 21
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Tourism Research Australia (2019), National Visitors
Survey

Release notice
Ernst & Young ("EY") was engaged on the instructions of Business Council of Australia
("Client") to examine the role of COVID-19 on the economy ("Project"), in accordance
with the engagement agreement dated 23 June 2020 including the General Terms and
Conditions (“the Engagement Agreement”).
The results of EY’s work, including the assumptions and qualifications made in
preparing the report, are set out in EY's report dated 22 October ("Report"). You
should read the Report in its entirety including any disclaimers and attachments. A
reference to the Report includes any part of the Report. No further work has been
undertaken by EY since the date of the Report to update it.
Unless otherwise agreed in writing with EY, access to the Report is made only on the
following basis and in either accessing the Report or obtaining a copy of the Report the
recipient agrees to the following terms.
1. Subject to the provisions of this notice, the Report has been prepared for the Client
and may not be disclosed to any other party or used by any other party or relied upon
by any other party without the prior written consent of EY.
2. EY disclaims all liability in relation to any other party who seeks to rely upon the
Report or any of its contents.

6. All tax advice, tax opinions, tax returns or advice relating to the tax treatment or tax
structure of any transaction to which EY’s services relate (“Tax Advice”) is provided
solely for the information and internal use of the Client and may not be relied upon by
anyone else (other than tax authorities who may rely on the information provided to
them) for any purpose without EY’s prior written consent. If the recipient wishes to
disclose Tax Advice (or a portion or summary thereof) to any other third party, they
shall first obtain the written consent of the Client before making such disclosure. The
recipient must also inform the third party that it cannot rely on the Tax Advice (or a
portion or summary thereof) for any purpose whatsoever without EY’s prior written
consent.
7. No duty of care is owed by EY to any recipient of the Report in respect of any use
that the recipient may make of the Report.
8. EY disclaims all liability, and takes no responsibility, for any document issued by any
other party in connection with the Project.
9. A recipient must not name EY in any report or document which will be publically
available or lodged or filed with any regulator without EY’s prior written consent, which
may be granted at EY’s absolute discretion.
10. A recipient of the Report:

3. EY has acted in accordance with the instructions of the Client in conducting its work
and preparing the Report, and, in doing so, has prepared the Report for the benefit of
the Client, and has considered only the interests of the Client. EY has not been
engaged to act, and has not acted, as advisor to any other party. Accordingly, EY
makes no representations as to the appropriateness, accuracy or completeness of the
Report for any other party's purposes.
4. No reliance may be placed upon the Report or any of its contents by any party other
than the Client. Any party receiving a copy of the Report must make and rely on their
own enquiries in relation to the issues to which the Report relates, the contents of the
Report and all matters arising from or relating to or in any way connected with the
Report or its contents.
5. Subject to clause 6 below, the Report is confidential and must be maintained in the
strictest confidence and must not be disclosed to any party for any purpose without the
prior written consent of EY.
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a)

b)

may not make any claim or demand or bring any action or proceedings against EY
or any of its partners, principals, directors, officers or employees or any other
Ernst & Young firm which is a member of the global network of Ernst Young firms
or any of their partners, principals, directors, officers or employees (“EY Parties”)
arising from or connected with the contents of the Report or the provision of the
Report to the recipient; and
must release and forever discharge the EY Parties from any such claim, demand,
action or proceedings.

11. In the event that a recipient discloses the Report to a third party in breach of this
notice, it will be liable for all claims, demands, actions, proceedings, costs, expenses,
loss, damage and liability made or brought against or incurred by the EY Parties,
arising from or connected with such disclosure.
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for any direct or indirect or consequential costs, loss or damage or loss of profits)
arising from anything done or omitted to be done by any party in reliance, whether
wholly or partially, on any of the information. Any party that relies on the
information does so at its own risk.
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