
 

 

1 December 2017 
 
 
 
LETTER TO THE EDITOR 
The Border Watch 
 
 
 
 
RE: Air Services to Mount Gambier 
 

Rex wishes to respond to several concerns about its air services raised by the local Mount Gambier 
community. 
 
Air tickets have sky rocketed since the collapse of O'Connor Airlines 
 

Ticket prices have increased in Mount Gambier since FY06/07 (the year before O’Connor’s collapse) 
mainly because the District Council of Grant (Council) has acted completely irresponsibly and hiked 
up the airport head tax by an astronomical $270,000 per year (or 40%) from FY06/07  to FY 11/12.  

This greedy approach by Council has caused the airfares to rise to ensure the services are 
sustainable and a corresponding fall in passenger numbers. 
 
Rex has warned the Council about the inevitable collapse of passenger numbers if Council continued 
its money grabbing approach, but Council persisted in its irresponsible actions causing great harm to 
the community. 
 
In July 2010, Council announced a 46% increase in the Mount Gambier airport passenger tax 
effective from October 2010 which followed the two earlier head tax increases of 9% in October 2008 
and 8% in April 2010.   
 
Rex responded to say that “Within the space of two years council would have increased Rex’s annual 
operating cost by some $450,000.00 per year”  
 
Rex also advised council that “Rex has invested heavily (we have deployed 3 aircraft and associated 
flight crew solely for Mount Gambier) and worked hard to achieve an outstanding and continual air 
service for the community.  We find the approach by the Council to be economically and socially 
irresponsible. Should the Council not reverse its position, Rex will have no choice but to also adopt a 
totally commercial approach which will see services reduced substantially to help us recover our 
margins” 

 
 “Rex has no option but to reduce the number of services from both Mount Gambier to Melbourne and 
Adelaide in order to protect its operating margins. The total annual Rex capacity through Mount 
Gambier airport will initially be scaled back 15% which translates into a reduction of some 24,000 
annual seats”  
 
 
 
 
 
 
 
 
 



 

 

 
 
 

  
 
We see from the graph above that the airfares for Mount Gambier rose more than Rex’s network 
average in the years corresponding to the steep hikes of head tax with the difference peaking in 
FY13.  Thereafter the difference has reduced. 
 
Passenger numbers are falling due to Rex 
 

There are two reasons why passenger numbers are falling since O’Connor Airlines collapsed.  The 
first has already been highlighted above.  The second reason is the Great Financial Crisis that hit the 
world in 2008.  We can see in the graph below, the rise and fall of the passenger numbers for Mount 
Gambier compared to the rest of Rex’s traditional network since FY07.  
 

 



 

 

 
 
We see from the chart above that the drop in passenger numbers on the Mount Gambier route were 
very steep during the period Council raised their rates exorbitantly.  Thereafter it mirrors the drop in 
Rex’s network. 
 
Rex services are unreliable 
 
Rex has always had exceptional reliability compared to its main competitor QantasLink. 
 
Here is the table of the cancellation rates of both carriers since O’Connor Airlines collapse: 
 

% FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 

Rex 0.2% 1.2% 0.8% 0.2% 0.4% 0.4% 0.7% 0.5% 0.3% 0.5% 0.8% 

QantasLink 0.6% 1.2% 1.1% 0.7% 1.9% 2.0% 2.5% 2.5% 2.1% 2.6% 2.6% 

  
We can see that typically Qantas Link cancels about 300% more flights than Rex does. 
 
 
Rex is diverting its resources to more profitable routes 
 
Mount Gambier to Adelaide is one of the three biggest routes in SA for Rex.  The other two are 
competitive routes with QantasLink. It stands to reason that the Mount Gambier to Adelaide route is 
one of the more profitable routes in Rex’s SA network. 
 
The fact of the matter is that there is an industry-wide pilot shortage crisis and one only has to look at 
the following reports of cancellations and restructuring of QantasLink to appreciate how extensive the 
crisis is. 
 
http://www.abc.net.au/news/2017-11-24/qantaslink-cuts-flight-numbers-to-fix-reliability/9185290  
http://www.abc.net.au/radio/programs/pm/qantaslink-cuts-services-to-combat-flight-
cancellations/9192028  
 
http://www.northerndailyleader.com.au/story/5061445/fewer-qantaslink-flights-from-tamworth-but-
bigger-planes-until-march/  
 
https://www.themorningbulletin.com.au/news/qantas-announces-rocky-changes-some-passengers-
imp/3265946/ 
 
https://www.gladstoneobserver.com.au/news/gladstone-spared-in-recent-flight-change-but-
servi/3267687/ 
  
https://www.ausbt.com.au/qantas-promises-to-slash-sydney-canberra-flight-cancellations  
 
http://www.armidaleexpress.com.au/story/5063447/qantaslink-issues-knock-armidale-regional-airport-
schedule/ 
 
https://www.frasercoastchronicle.com.au/news/qantaslink-schedule-adjustments-in-hervey-
bay/3265617/  
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Announcement by Troy Bell MP to boycott Rex 
 

It is unfortunate that Troy Bell MP has not chosen to contact Rex to find out the facts before making 
his announcement to boycott Rex over a weather related delay.  We do not believe this is the best 
way to advance the cause of the community. Be that as it may, we respect his political decision and 
we will facilitate his decision by ensuring that he will not be inadvertently booked on a Rex flight by his 
travel agent. 
 
Sharp Airlines proposed entry to Mount Gambier 
 
The collapse of O’Conner Airlines has often been blamed on Rex lowering fares to kill the 
competition.  The fact of the matter is that the new or weaker airline typically tries to gain market 
share by lowering fares.  The stronger airline will inevitably lower its fares too to retain market share.  
Hence, it is not unusual to see fares falling when a competitor enters a route.  However, if fares fall 
below the sustainable level, both carriers will lose money on the route and inevitably the more 
inefficient airline will collapse.  Rex has seen the collapse of 16 regional airlines in the past 15 years 
and many of these had been competitors of Rex.   
 
We take note of Sharp’s interest in the route.   
 
 
Yours sincerely, 
 

 
 
Warrick Lodge 
General Manager - Network Strategy & Sales  
Regional Express Holdings Pty Ltd 


