Lt/ Don /9 /9]

CONDITIONS FOR CONSOLIDATION OF
BANDARANAIKE INTERNATIONAL AIRPORT
AS A REGIONAL AVIATION HUB

MASTER OF BUSINESS ADMINISTRATION
IN

ll RACSTRITCTIHR

UMIVERSITY OF MORATCWA, SRI LANKA
MORATUWA

A\ (045
Ajith N Wickramarachchi 3 \C % >
Department of Civil Engineering
University of Moratuwa TH
August 2006
%\ - /8* 4 Cf

Unn ersity of Moratuwa

LT

87854

87834

c@



CONDITIONS FOR CONSOLIDATION OF
BANDARANAIKE INTERNATIONAL AIRPORT
AS A REGIONAL AVIATION HUB

By
Ajith N. Wickramarachchi

Supervised by

] ANETRL IR IR R e
4 1ol I\onan oamara d

The Dissertation was submitted to the Department of Civil Engineering of
the University of Moratuwa in partial fulfilment of the requirement for the
Degree of Master of Business Administration.

Department of Civil Envgineering
University of Moratuwa

“August 2006



DECLARATION

“l certify that this thesis does not incorporate without acknowledgement any material
previously submitted for a degree or diploma in any University to the best of my knowledge
and belief it does not contain any material previously published, written or orally

communicated by another person or myself except where due reference is made in the text.

I also hereby give consent for my dissertation, if accepted, to be made available for
photocopying and for interlibrary loans, and for the title and summary to be made available to

outside organizations”

Ajith. N. Wickramarachch
Signature of the Candidate 26™ September,2006

To the best of my knowledge, the above particulars are correct.

UOM Verified Signature

Prof Rohan Samarajiva é

Supervisor



Table of Contents

Table Of Contents ................................................................................................................................. i
List OfTables and Figures ................................................................................................................. ii
Abstract ................................................................................................................................................. iii

ACRnOWIedgements ............................................................................................................................ iv
l. lntrOduction ....................................................................................................................................
1.1 Background
1.2 Aviation- How important IS 10 S Lank@?: s 3
Global Aviation Market and where we stand P
2. Hlstory and Evolution of Hub - e B
2.1 Regional Av|at|on Hub What is ,tf) .................................................................................... 9
2.1.1 Defmtzon : 9
22 Future of Hub concept - Hub & Spoke Vs Pomt to Pomt e 13
2.2.1 Low Cost Carriers - P | 4
2.2.2 Aircraft manufacturers’ vision on ﬁuure of hub.................co.e. 15
3. Colombo (BIA) as a Secondary Avnatlon Hub and O&D Locatlon"""'“"“"""““'17
3.1 Catchment Area
3.2 Enplanement- Total Passenger Movements
3.3 Transit Traffic
3.4 Base station of a major mtematlonal alrhne
3.4.1 Srilankan Airlines .
3.4.2 Emirates Airlines
3.5 Regional Aviation Development in SAARC
4. Infrastructure Manag
4.1 Airports & Aviation Services (Sri Lanka) Ltd
4.2 Civil Aviation Authority if Sri Lanka - R RRARA
5. Conditions to be lmproved At BIA e s
5.1 A common Aviation Policy and Strategy
5.2 Necessary conditions and sufficient conditions'“"'"'“""“"““““"""'”"""""““‘39
5.2.1 Low Cost Carrzem (LCC) e A1)
5.2.2 Low Cost Hub e )
5.3 Airline Requirements (Economlc/Technical)”‘“"““'“""""”“‘“‘"""'”'“"""'“"'43
5.3.1 Runway capacity and the dllemma of the second runway— """"""""""" 43
5.3.2 Allernate Aerodrome - o 44
535 Refueling SYSIQMLS ™ g 8
5.4 Passenger Requirements = 1 i ()
5.4.1 Restaurants andfOOdOu[[e[S”'“ 6 ()
5 4 4 Entertainment L 60
5.5 BlA as an air r cargo hub .............................................................. 53
7. Blbllography ................................................................. e e 59




List of Tables

Table 2.1 Enplanement by Hub Type for 2001.................o 6
Table 2.2 Classification of Hubs............... i 7
Table 2.3 Potential Mega Hubs. ... 11
Table 3.1 Characteristics of Secondary Aviation Hubs.....................coon 17
Table 3.2 Flying Time between South Indian Airports/Hubs and Colombo.................... 14
Table 3.3 Global Passenger Forecast Summary................ocooiiii 15
Table 3.4 Comparison of passenger movements of South Indian Airports/Colombo......... 15
Table 3.5 Total International Passengers handled in 2000-04 (millions)....................... 16
Table 3.6 Transit Ratio..........coooiiiii i, 18
Table 3.7 Analysis of passenger movements in 2004......................co 18
Table 3.8 Traffic Movements at BIA......... ... 19
Table 3.9 Transit Passengers handled by Airlines....................oc . 21
Table 3.10 Comparison of regional aviation in SAARC.................... 29

List of Figures

Figure 2.1 Change of Traffic Models................coooii 8
Figure 2.2 Air Traffic Models...... ... 9
Figure 2.3 Competition of Mega Hubs in Asia...................o 13
Figure 3.1 Catchment Area of BIA.............. i, 18
Figure 3.2 Comparison of PAX handled................c.coiiiii i, 20
Figure 3.3 Comparison of Transit Ratios.............c.coooiiiiiiiiiii 18
Figure 3.4 Comparison on Transit and O&D Trafficat BIA................ 24
Figure 3.5 Analysis of Passenger Movements at BIA in 2004 ... 25
Figure 3.6 The Route Map of Sgil.ankan Airlines (Asia /Middle East).......................... 22
Figure 3.6 The Route Map of Srilankan Airlines (E US)........ ) PP P 22
Figure 3.8 Operating Revenues of Sri Lar nes for the last ten years................... 22
Figure 3.9 Net Profit of SriLankan Alrlmes for the lastten years...........ccoeeeenneenninnn. 23
Figure 3.10 Available Seat Kilometers...............c.coiviiiii i 23
Figure 4.1 The Relative Position of Each Main Institutes Related to Civil Aviation.......... 26
Figure 4.2 AASL Profitability...........ccoiiii 27
Figure 5.1 Entertainment Options at Changi.............cccoeeiiiiiiiiiii i 53

ii



Abstract

Development of Bandaranaike International Airport (BIA) as a Regional Aviation Hub is of
great importance to the economy of Sri Lanka as it is virtually the only passenger gateway
due to lack of land connectivity to the sub continent. Besides that, it plays a major role with
regard to various businesses and industries that required faster transportation of goods and
services to global and local markets. The aim of this thesis is to analyze the parameters of
Aviation Hubs and their applicability in local terms to identify the specific conditions which

are necessary to consolidate BIA as a Regional Aviation Hub of South Asia.

The thesis compares the three basic parameters that are common to all the hubs in the world —
(the catchment Area, enplanement & transit passenger volume and being a hub station of an
international airline) — with BIA and concludes that improving the conditions related to these
three parameters would enable BIA to become viation Hub of the South Asia.
The significantly higher ‘Transit Ratio’, defined in this thesis as the ratio between transit
passengers and total enplanement for a given period shows that BIA has significant potential

to emerge as a preferred ‘transit point’ for South Indian sectors.

The thesis highlights the fact that lack of a consistent aviation policy which encompasses a
wide area of various facilities linked to aviation, as a major shortcoming. As a result,
liberalization attempts of the past have only created monopolies which in turn have become
counter productive to the development of BIA as a Regional Aviation Hub. It also highlights
the areas which need to be improved and conditions that must be satisfied by adoption of the

best practices of successful aviation hubs.
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