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290 OBJECTIVES

After readingthis Unit, you should be ableto:

understand thefunctionsof an airport,

identify i ssues and areas in airport management which need immediate consideration,
and

e explain the necessity for adoptinga commercia approach in airport management.

2901 INTRODUCTION

Anairport'ssignificancein tourism needsno elaboration. The tourismindustry in Indiahas
been demanding more international as well as domestic airports with better facilities and
management. Thereis aso a palicy shift towards privatisation of airports and running them
ascommercial enterprises. Knowledgeabout airportsisrequired not only by those whowork
there but also by those tourism professionalswho deal with airports. In this Unit, we will

.explainthebasicfunctionsd airports,issuesbeforeai rport management, economy of airports
and how to copewth variouschallenges.

292 FUNCTIONS OF AIRPORT

An airport essentiadly works as a facilitator and its functions vary as per itssze. However,
looking at the variousfunctionsd anairport wecan broadly group themin three categories:

e Essential operational services,
e Traffichandlingservices, and
e Commercid activities.

Essential services include maintenance Of runways, terminals, hangers, building, air traffic
control system telecommunications, security, fire and ambulance services. Different
countries have different rules in providing these services depending on the nature of
government control over theairportauthority. InIndia, till nowal | thesefacilitiesare provided
and controlledby government through variousagencies.

Traffic handling servicesinclude provison d leading and tfhloading of baggage, delivery of
baggage through conveyer belts a the lounge, processing d passengers and providing
required services to the passengers. Here a0 difference exists amongai rports in different
countries. For exaimple in many European countriestheseservicesare provided by airlines
o speciad handlingagents. In Iadia these services are provided by the airport authorities.

Commercial activities include shops, duty free shops, restaurants, bars, car-hire booths,
officesof travel agenciesand airlines, tourist information centre, foreign currency exchange
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facility and other servicesfor customers. Generdly, either in the termina buildingor in its
vicinity thesefecilitiesareavailable. Thesefacilitiesand servicesmay be provided by airport
authoritiesor by any public/private body.

At the same time, there are certain other agencies like the Customs, security (police),
emigration department, etc. whicharevery much present at theairport but are not apart of
theairport management. Each one df these agencieshasits own regulations, laws, rolesand
dutiesdefined by thegovernment. Y &, in publiceyethey are part o airport regulationsand
in mogt of the caseshave abearingon an airport's image.

Theformsadf ownershipand management o airport largely determinethe nature o facilities
and servicesavailableat any airport. Thoughin mog of the countriesairportsare owned by
government, thereareal so countrieswhereairportsareowned by public/private companies.
In India, Nationa Airports Authority, an autonomous body, under the Ministry of Civil
Aviation managesthe airports and controls the various facilities and services provided by
Indianairports. Mgjor airportsin Indiaarelocated in Delhi, Bombay, Cal cuttaand Madras.
Besides these dl state capitals and important cities have airports. Functionsd different
airportsdepend on the number of aircraft movements, number o passengersand volumeof
freight. Thisoutline o functionsprovidesagenera ideadf the different areaswhich should
be theconcern d airport managers.

293 |ISSUES IN AIRPORT MANAGEMENT

Inhisstudy o theairport businessRigas Doganis hasidentifiedfour key.questionswhichhe
believesshould beresolvedbeforemakingany policy decisionfor airport management. These
are

Should air portsbe run ascommereially oriented profitableconcerns?
How should oneimproveair port economicefficiency ?

Whether profits from larger airportsshould be used to cross-subsidiseloss-making
smaller airports? and

¢ Should air portsbe privatised?

If welook at thetrend in airport management systemall over the world since 1980s, we find
direct relevance d theissuesraised by Rigas Doganis. On the one hand lack of government
resources to cope with fast changing technologies and management skill and on the other
economic potentiaitydf airport serviceshave madeit clear that airportsshould operate as
commercial undertakings. In the context of ongoing governmental experiments with
economic liberalisation in India very soon airports are going to face a competitive
environment. They haveto mobilise their own resources. Moreover, proper policy decisions
have to be taken in time to improve efficiency, cost-effectiveness and better resource
management.

204 PROBLEMATICAREASIN AIRPORT MANAGEMENT

Airport services management, particularly in developing countries, is generaly affected by
lack of resources, outdated technology and failure of personnd management. With
increasing demand for better facilitiesand expansion of runwaysbecaused growingvolume
of air-traffic, thereisan urgent need for airport expansion. Going for latest technology and
its application in order to keep pace with the growing competitive market needs sound
financial base. Resource mobilisation is the key to future expansion and development. In
deveoping countries a mgjor problem faced by airport management is how to generate
resources. Lack of funding resultsin inadequateoperational safety, poor facilitation leves
and dependence on old technology. Non- commercial handling of financial management,
unwanted bureaucrati capproachand lack of professionalismin marketingand promotion of
business are mainly responsiblefor financial constraintsfaced by the airport business.

Technol ogical updateis crucid to competewith othersin airport business. Unfortunately
because o various constraints thedevel oping countries cannot afford to pay for advanced
technology. Asaresult of thisold equipment and outdated techniquesare used in airport



services. This, infact, has adirect bearingon the destination. The tourist generating markets
are developed countriesand international touristsdemand similar facilities.

Improper handling of human resourcesisanother problematicareain airport management.
Lack o innovation, motivation and appreciation for quaity and talent makesit difficult to
attract good ident or to retain the skilled employees. Stereotype and impersonal attitudein
managingthe personnd affectsthe working of the organisation and aso leadsto unwanted
drike and lockout causing lossof manpower.
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1) What arethe mgor functionsof an airport?

.................................................
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295 |IMPROVING FINANCIAL PERFORMANCE .

Somed thekey concernsin airport serviceswhichwe havediscussed inthe precedingSection
naturally lead us to look for a way out in order to improve efficiency in managing airports.
Let us first see how to improve financia efficiency. Having an idea of cost and revenue
structure of an airport is essential beforewe move to look for ways o improvingfinancial
efficiency. Average cost structures o airports constitute staff or labour salary, capital
char ges, other oper ational expenditur e, servicesmaintenanceand administration. Salaries
paid to the staff and capital chargeswhich include interest paid for loan and depreciation
generaly constitute two-thirdsof expenditured an airport. Depending on the ownership
patternand organi sational structurecof anairport thecogt structurevaries. For example, many
airportsin USrent or |easeout terminal sand other facilities. For devel opment and expansion
if airport many USairportsraise money by floatingbonds. Soin US, moreisspent on capital
chargesthan on staff salary. Whereasin Indiathe amount of expenditurein the head of staff
sdary takes amagjor share of annual budget.

After composition of expenditurecomesthe sourcesdf revenue. The revenuegeneration of
each airport may vary but we can divide the sourcesbroadly in two categoriesi.e. Revenues
from traffic and revenues from commercial services/activities. Traffic revenues include
aircraft landing fees, airport tax, passenger-servicecharges, aircraft parking and hangarage
fees, etc. Revenuesfrom commercia activitiesincludeincomefromshops, restaurants,office
paces provided to others, entry fee, etc.

In the light of the above facts we have to analyse the varies options to improve financial
cfficiency, There isa growing thrust to adopt a commercia approach in order to generate

Airport
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sufficient resources. Increasing gevernmental pressure to ook for self-financing placesthe
onus on the airport management for adopting a commercia strgtegy. Rigas Doganis has
suggested two alternativestrategiesfor the airport operatorsin order to pursue commercia
strategies.

1) TheTraditional Airport Model isone where airportssee their primary task as meeting
the "basic and essential needs of passengers, airlines, freight forwarders and other
direct airport customers as users'. This strategy is generally pursued by government
owned airports, where operation and management is looked after by a government
department. Here priority isgiven to meet passengers requirements.

2) The Commercial Airport Modd aims "to maximize income from any appropriate
activity at the airport. Thisin turn means that one regards the airport as a business
opportunity which not only serves its direct and traditional customers — airlines,
passengers, cargo shippersand so on — bat alsoa wider range of potential customers
includingairport and airline employees, visitors, peopleresidents in the surrounding
communitiesas well as local businessand industries”. In thismoded while an attempt
ismadetolook after passengers needs, at the same time an effort is made to generate
commercial income from other activities such as leisure complexes, shopping plaza,
restaurant, etc. Proper utilizationdf spaceisvery essentia. Inview of the present market
situationmogt of theairportsare now optingfor the commercia airport model. Asthere
are many constraintsin raising more revenuesfrom aeronautical chargesso the airport
management isleft with the optiondf usingcommercial sources. Thefollowingactivities
may helpin generating resources:

rent by providing space and facilities,
duty and tax-free shop's,

duty and tax-paid shopping,
cateringfacilities,

leisurefacilities,

car parks,

advertisement in and around the airport,

passenger, baggage or freight handling, etc.

Restructuringof organi sationisveryimportantif wewant to makeairport asabusinesscentre.
Generallythefunctionsdf an airport are divided into following divisiond departmentswith-a
director or manager ashead of respectivedivision/department. The divisonsare asfollows

operation,
administration,
finance,
engineering,
personnel, and

safety and security.

The heads of these divisions/departments are directly responsibleto the airport director or
manager. In thisstructure commercial activity does not get much prominence. If we haveto
adopt commercia airport model then we have to make a separate commercial divisonwith
the responsibilitydf takingcare of commercial interestsdf theairport. Wi g the appropriate
marketing tools, the commercia manager should identify market segments, which can be
served. Market-oriented approach isvery crucia for successin acompetitive market. Based
on present evaluation o performance and future market forecastes, airport management
should a so make businessdevel opment plans.

296 MONITORING PERFORMANCE

Monitoring performance and efficiency is needed to provide better services. Performance
indicators help in measuring an airport's economic efficiency as well & to measure the



services provided by arport. It bescaly dependson the managers to develop appropriate
indicatorstoensurethe proper use o resourcesin order to achievethe desired objectivesor
targets. According te R Deganis "Performance indicators should be used to monitor the
performance of individual airports overtimeor in relation to budgetsor targets and to
compare their performance with other air portsat a particular peint of time' . Inter-airport
comparison mey help in identifying the factors which are respongblefor inefficiency and
need managerid attention.

Ancther way o monitoring performance is measuring o input- output ratio. Input manly
includescapital and| abour. The financial involvement incurredin capital and | abour inputs
and thereturn out o theseinputsisoutput. A comparisond inputs- outputs providesyau
necessary informationabout your performance.

Transport Studies Group in London, while examining a wide range d performance
indicatorssuggested theindicatorswhich fall into 6 discreteareds for airport performance:
ovedl cog performance, .

labour productivity,

productivity d capital employed,

revenue-generating performance,

performanced commercid activities and

overdl profitability.

. Though these indicators have been developed on the bassd studies done on European
arports, al or maeny d these may be applicableto any airport. However, it isleft with the
management 0 an airport to develop appropriate performanceindicatorsin thelight of a
gven dtudtion. In identifying performance indicators attention should be given to those
indicatorswhich are mom useful to managers for internal monitoring and for whichdatacan

.morereedily be obtained. Ultimately it isthe skill of amanager and hisor her way o usi ng
theindicatorswhich determinethe effectivenessd performanceindicators.

2.7 OTI.HER KEY ISSUES

There are certain other key issuesin relation to airport management.

e Bigairports paform theroled waiting roomsfor tourist passengers. Thisemerges out
of the hub-and gpoke concept. Mogt o thearlinessdect an airport (hub) into and out
of which most of their flights(spokes) radiate. Qudlity transit servi ces can be provided
and thisshould be charged either from theairlinesor the passengers

e Log or damaged luggage, though a respongbility of the concerned arlines, deserves
adequate attention from the management along with measuresfor theft control.

Proper coordination between the airlinesgaff and airport staff isessentid.

For any managerid roleat the airport, the qualities and skills mentioned in Unit-1are
rdevart.

Check Your Progress-2

1) Sugges somewaysto generate revenuesfor an airport.
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i Tm'"” _,"‘"“' 2) Explantheimportanced performancemonitoringin airpert management.
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298 LET US SUM UP

In thecontext o economicliberalisation and the potentidsthat theairportshavetogenerate
more resources, time has come to see that arportsare operated and managed on sound
businessprinciples. In this Unit, we have analysed the functionsd arports and the issues
before the airport management. While explaining the problemsfaced by airports we have
analysed thevays and need for improving financial management, monitoring performance
and better use d human resources. In order to check the financia drain on centrd
government resources operating airportson commercid basisisanatural choice Butw e
should betaken to see that profit isnot the only motive, customersalso get the satisfaction

d their money.

299 ANSWERSTO CHECK YOUR PROGRESSEXERCISES

Check Your Progress-1

1) SeeSec.29.2.
2) SeeSec.29.3.

Check Your Progress-2

1) See Sec. 295.
2) SeeSec.29.6.



SOME USEFUL BOOKS FOR THIS BLOCK

Bddev Raj Nayar TheStateand | nternational Aviation in India,
1994.

S.S. Sidhu (ed)) Aviationand Sugtainable Tourism: Emerging
Trends, Newv Delhi, 1994,

H.A. Rogersand JA . Slinn Tourism: Management of Facilities,
London, 1993,

Khan, Oslen Var (ed.) VNR’s Encyclopediadt Hospitalityand
Tourism, NewYork, 1993.

Rigas Doganis The Airport Business, London, 1992.

ACTIVITIES FOR THIS BLOCK

Activity-1

Vigt arestaurant or afood stall and note down the fallowing points:

objectiveaof the restaurant,
type d customersthey serve,
their method o operations,
problems/challenges they face.

Ae‘ﬁvity-z

; \I/rvrrtgdr)vi ewsometransport operatorsand find out which market ssgmentsdo they cater toand

Activity-3

As apotentid transport operator makea marketing plan o transport services.

Activity-4

*Méakealis o suggestionst? improvethe customer services in airport.
/

Activity-5

Giveyour responses on privitization of arlines.

Acumy-s

As a maneger whet instructionswould you give to the driver o atourist mash? Prepare a
i list. R
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