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WE CERTAINLY do not live in 
dull, uninteres� ng � mes!  

Almost without excep� on, every day deliv-
ers new surprises, with either good, bad, 
or controversial news and developments, 
both locally and globally.  

The diff erent stances and posi� ons being 
taken by the United States of America, con-
trary to some of their tradi� onal allies on 
issues such as interna� onal rela� ons, trade 
and immigra� on, is the subject of hard talk 
and debate. It is even infl uencing rela� ons 
between these “allies” and other States to 
which they were not tradi� onally aligned, 
establishing new links and rela� onships. 

Other issues, such as BREXIT nego� a-
� ons, s� ll hold some uncertainty for the 
future rela� onship between the UK and the 
rest of the EU. Ongoing regional confl icts 
such as in Syria and South Sudan, to name a 
few areas, also maintain instability in these 
regions and constrain growth and develop-
ment as the leaders of the various fac� ons 
and interna� onal powers aligned to these 
fac� ons, push their posi� ons and hopefully 
striving for las� ng posi� ve solu� ons – de-
fi ning � me frames to achieve this is clearly 
a problem.

The long term impact of these develop-
ments is not clear. Notwithstanding these 
tensions, the avia� on industry con� nues 
domes� c, regional and global opera� ons, 
providing necessary services to connect 
the world. However, we must be vigilant, 
as past experiences have shown how single 
incidents can introduce instability and 
turmoil in specifi c regions or even globally 
infl uencing the way in which we have to 
manage the airline industry, par� cularly 
from an avia� on security perspec� ve. 

Fortunately, with the evolu� on of our 
industry, robust structures and a strong 
regulatory framework on which we can 

build, have been put in place to provide 
for a safe and secure civil avia� on industry 
able to operate across the globe.

Through all these developments, the 
global avia� on industry has remained 
very resilient. The industry has performed 
consistently over the past year with the In-
terna� onal Air Transport Associa� on (IATA) 
projec� ng global net profi tability a� er tax 
of US$ 33,8-billion for 2018 compared to 
achieved levels of US$ 38-billion for 2017.

The poten� al impact of some of the 
global uncertain� es referred to above 
coupled with a rising oil price are probably 
to blame for the decrease in the forecasted 
2018 profi tability over 2017 levels. In Afri-
ca, the projected loss for 2018 remains at 
US$100-million, the same loss as achieved 
in 2017. Predic� ons for Southern Africa 
for 2018 indicate losses of approximately 
$300-million, similar to the results of 2017.

Predic� ons are for global passenger 
growth of 6% p.a. for 2018 and predic� ons 
for Africa growth vary between 4.5% and 
8% per annum, providing an indica� on 
of some uncertainty within the African 
market, given fl uctua� ng fortunes of some 
of our airlines. 

In the long term, traffi  c is expected to 
double globally over the next fi � een years 
with a growth of 5% p.a., and African traf-
fi c, opera� ng off  a lower base, is expected 
to grow at 6% p.a. and double over the next 
12 years.  

The development of low cost, legacy and 
niche airlines remains a point of debate. 
The market share of low cost airlines such 
as Kulula, Mango and FlySafair in South 
Africa and Jambojet and Fly540 in Kenya, 
as well as Fastjet in Tanzania, Zimbabwe 
and Mozambique, con� nues to grow at the 
expense of legacy airlines especially in high 
volume markets. 

In some cases they serve as high as 40 
to 50% of the market. In lower volume 

markets, start-up opera� ons are served 
by the smaller gauge regional aircra� , and 
will grow to the extent that will allow larger 
aircra�  to operate in the future.  Airlines 
opera� ng in this space include Airlink, Ce-
mair and SA Express in South Africa.   Finan-
cial viability of airlines in Africa par� cularly 
State-owned airlines, remains a concern. 

Airlines are in certain stages of profi tabil-
ity from the profi table Ethiopian Airlines 
to, for example, Kenya Airways and South 
African Airways, among others, which are 
both currently implemen� ng new turn-
around strategies with the goal of returning 
to profi tability.

AIRPORT INFRASTRUCTURE   
Airport authori� es are in general respond-
ing to increased demand and new airport 
infrastructure has been and is being built 
in Zambia, Zimbabwe and Senegal with 
a new development planned for Addis 
Ababa. Hence airport infrastructure is not 
necessarily considered a barrier to growth 
and development as much as it was in the 
past especially in the larger centres. 

Where new markets show poten� al, 
there would need to be a focus on new or 
upgraded airports. The implementa� on of 
new airspace technology for improved air-
space management adds to the improving 
infrastructure in Africa. The results of this 
is seen in the improved safety record of Af-
rica which in 2017 recorded the best safety 
results across the globe for IATA airline jet 
aircra�  with zero incidents recorded, rep-
lica� ng the 2016 results. Given the history 
of safety concerns across Africa prior to 
2016, this is indeed a result that Africa can 
be proud of. It is essen� al that this focus on 
safety must be maintained.

CENTRE STAGE ISSUES
Over the past year, regulatory, 
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environmental and cost issues have taken 
centre stage in Africa and in our Southern 
African region.

On the regulatory front, Africa has been 
on a 30 year journey to liberalize its skies.  
The Single African Air Transport Market 
(SAATM) was launched on 28 January 2018 
in Addis Ababa.  It is a fl agship avia� on 
project for the AU Agenda 2063, and is 
eff ec� vely the opera� onalisa� on of the 
Yamoussoukro Decision of 1999 (YD). 

A total of 26 African States have commit-
ted to SAATM, and addi� onal States are 
being encouraged to join the SAATM ini� a-
� ve.  (A total of 44 States ini� ally commit-
ted to the YD). The AU is targe� ng 2019 as 
the date of implementa� on of SAATM, and 
several ac� ons are currently underway to 
establish the ins� tu� onal regula� ons and 
structures to implement SAATM, including 
compe� � on regula� ons, dispute resolu� on 
mechanisms, and implemen� ng provisions. 

The Execu� ng Agency and Compe� � on 
Authority will be established to manage the 
implementa� on of SAATM and compe� -
� on issues respec� vely. Notwithstanding 
these developments, many States and their 
airlines have liberalized air services on a 
bilateral basis and some airlines are reaping 
the benefi ts of these ini� a� ves.  

It is important to note that the im-
plementa� on of SAATM is not the only 
solu� on to unlocking the growth and 
development of the avia� on market in 
Africa. Although SAATM will facilitate ease 
of access, it is important to ensure that 
States which open their markets do so on a 
fully reciprocal basis to enable all airlines to 

derive equivalent value through their par-
� cipa� on and their opera� ons.  In addi� on, 
Civil Avia� on Authori� es throughout Africa 
must be adequately resourced to provide 
the requisite safety oversight.  

Where States are unable to resource their 
Civil Avia� on Authori� es, regional safety 
oversight organisa� ons (RSOO’s) can be 
established, such as CASSOA (established 
for the East African Community), BAGASOO 
(established in West Africa) and SASO (cur-
rently being set up for the SADC region). 
These ini� a� ves are welcomed but it is im-
portant that the airlines are not burdened 
with the responsibility of funding these 
ins� tu� ons. The process of harmonising 
civil avia� on regula� ons between States is 
a further priority to ensure consistency in 
safety oversight standards.  

TOURISM
The Tourism industry in Africa has been 
iden� fi ed by Governments as a strategic 
impera� ve for increasing the GDP of States, 
through the a� rac� on of direct foreign 
investment, development of the industry, 
job crea� on in the various sub-sectors of 
the industry and resul� ng tourism spend 
from our visitors.  

Avia� on has, in the past, been accused 
of crea� ng barriers to market access and 
a constraint in achieving the envisaged 
growth. Although liberaliza� on ini� a� ves 
men� oned above will assist, the stakehold-
er view is that tourism is a government led, 
public sector driven, community based 
industry where public, private, community 

and inter-sectored partnerships are vital.
The development of a shared vision with 

joint strategies across all Government 
departments involved in the travel, tourism 
and avia� on industry together with other 
public and private stakeholders, is essen� al 
in achieving targets for increased tourism.  

An example where some States, includ-
ing South Africa, where there are some 
constraints, is in respect of visa require-
ments. Over the past three years, travel, 
tourism and avia� on have been working 
with authori� es to address well document-
ed concerns over the new Immigra� on 
Regula� ons implemented in South Africa in 
May 2015.  This remains unresolved.

Many States in Africa are beginning to 
relax visa restric� ons in the interest of 
encouraging travel to and from their States, 
for example: Rwanda, Nigeria, Ethiopia (in-
ten� ons recently announced to do online 
applica� ons). Obtaining visas on arrival 
and the implementa� on of new biometric 
technology is essen� al.  It is encouraging 
that many States including South Africa are 
ac� vely looking at the upgrade of exis� ng 
technology, which would improve process-
ing procedures. 

The growth in traffi  c is adversely impact-
ed by the level of visa restric� ons imposed. 
It is hoped that in the forthcoming year, 
this ma� er can be resolved sa� sfactorily 
and that South Africa and indeed the rest 
of Africa can begin to realize their true 
tourism poten� al.

From an environmental perspec� ve, the 
focus is on the implementa� on of the Car-
bon Off set and Reduc� on Scheme for In-
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terna� onal Avia� on (CORSIA) which comes 
into eff ect in 2021 with the implementa� on 
of the voluntary pilot phase un� l 2023, and 
the fi rst phase from 2024 to 2026.  Five 
States in Africa have volunteered to par-
� cipate in CORSIA, namely, Burkina Faso, 
Kenya, Gabon, Zambia and Botswana. 

CORSIA provides States with a single 
global carbon scheme to off set their avi-
a� on emissions. However, it is important 
to note that every airline from any State 
which operates interna� onal fl ights (except 
those that emit less than 10 000 tonnes of 
CO2), will have to report their emissions 
to their State from fl ights from 1 January 
2019, irrespec� ve of where the airline is 
based. 

All airlines that fall into this category 
are now busy with the development of an 
emissions monitoring plan (EMP) to enable 
it to comply with applicable elements of 
the monitoring, repor� ng and verifi ca� on 
(MRV) of emissions, as required by ICAO. 
States have requested airlines to have their 
EMP’s submi� ed by 30 September 2018 to 
ensure that there is suffi  cient � me to make 
any adjustments that may be necessary.

The repor� ng of emissions in 2019 and 
2020 from all airlines in specifi c States will 
form the base according to which ICAO will 
be able to iden� fy which States will fall into 
the obligatory second phase of implemen-
ta� on of CORSIA irrespec� ve of whether 
that State volunteered for the pilot phase 
and fi rst phase or not.  

CARBON TAXES
In respect of carbon taxes on avia� on 
in South Africa, interna� onal avia� on is 
currently exempted from carbon taxes, 
but it is envisaged that carbon taxes will be 
implemented on domes� c avia� on in terms 
of the current Carbon Tax Bill during 2019. 

The airline industry is in discussion with 
Na� onal Treasury to discuss this, as the 

preference for domes� c avia� on is to apply 
the CORSIA scheme for domes� c avia� on 
as well, thereby removing the need for air-
lines to have to manage diff erent schemes 
for domes� c and interna� onal airline 
opera� ons.

The reduc� on of costs or at least the 
containment of increases, remains an 
area of focus within Africa. The creeping 
increase of the oil price globally is increas-
ing the cost of jet fuel, the single highest 
cost component of an airline’s direct 
opera� ng costs. It is expected that the 
current price of close to US$ 80 per barrel 
will be maintained over the next year, and 
together with the vola� lity of African States 
local currencies, this will place pressure 
on costs and the marginal profi tability of 
airlines. There will be a focus on increased 
produc� vity, and containment of increases 
in distribu� on costs, user charges and fees 
for infrastructure, as applicable.  

SA CODES OF GOOD PRACTICE
Transforma� on of our industry in 
accordance with the South African Codes 
of Good Prac� ce and in conjunc� on with 
the applicable B-BBEE scorecards remains a 
priority for all airlines. 

Skills development and training is a 
priority especially as airlines need to train 
new professionals and to equip them to 
fulfi l their roles in their airlines throughout 
Africa. Reten� on strategies, where they do 
not exist, must be developed as some of 
our highly trained employees fi nd the lure 
of interna� onal employment, very en� cing.  

Improving customer service across the 
value chain must receive special a� en� on. 
Across Africa, with airlines developing 
on line and mobile reserva� on op� ons, 
self-service op� ons are being implement-
ed, including common use self-service 
kiosks with self-bag drop and self-boarding 
facili� es to provide the customer with 

access to fully automated processes. 
This provides the customer with more 

control over their journey par� cularly 
through the airport and on to the aircra� .  
It is necessary for African airlines and 
airports to introduce this new equipment 
and technology in line with interna� onal 
best prac� ce. 

DISRUPTIVE INNOVATION
Disrup� ve innova� on will con� nue to 
challenge the future of our industry with 
other industries challenging the airline 
industry with the provision of alterna� ve 
and diff erent services. 

For example, the next step for Air BnB 
is to start an airline and for Uber, it is to 
develop fl ying taxis. In addi� on, the glut 
of data generated by our industry raises 
ques� ons in respect of determining owner-
ship, and opportuni� es in its use to analyse 
consumer behaviour and preferences, and 
to develop new products and services to 
sa� sfy their changing needs.

So many focus areas priori� es to deal 
with. As for the past year, Africa will 
con� nue to be challenged by interna� onal 
compe� � on and will need to deal with 
poli� cal and socio-economic develop-
ments.  The overall performance of airlines 
in our region for the forthcoming year is in 
general expected to be consistent with the 
previous year. 

However, business as usual is not the 
solu� on to breaking out of this mould. 
African Avia� on needs to reclaim lost 
market share and improve its performance 
through making progress with turnarounds, 
where applicable, and through effi  cient and 
eff ec� ve implementa� on of progressive / 
new ini� a� ves men� oned above.

States, airlines and all stakeholders 
must work together towards this common 
objec� ve. 
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