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Abstract. Increasing airplane ticket rates is a problem for customers of air transportation
services for now. The purchasing power of people to use air transportation has decreased so that
it has an impact on passenger volumes which decreased by 20% from April 2018 compared to
April 2019 (yoy) for Citilink and Sriwijaya airlines with the Jakarta-Surabaya Route. The
purpose of this study is to look at the level of Ability To Pay (ATP) and Willingness To Pay
(WTP) for users of LCC airline services using the Jakarta-Surabaya flight route using Sriwijaya
and Citilink airlines in addition to see the relationship between respondents income to
willingness to pay and determined by using a simple regression method. The data are divided
into two, which is primary data and secondary data. The primary data is obtained from the
distribution of questionnaires through google forms and then analyzed to the indicators of ATP
and WTP. The secondary data is the data on passenger volumes of Sriwijaya Air and Citilink for
the Januari 2018-April 2019 period. The number of samples used is 100 people calculated by
Slovin Method. By using household budget method, the average Ability to Pay value is
Rp683.875. As for Willingness to Pay results, the average value of Rp597.694 is obtained.
Through linear regression methods, there is a positive relationship and Between revenue and
willingness to pay value.

1. Introduction

The airplane transportation mode is one of options to reach the destination in a short time and
with a convenient travel. Soekarno-Hatta International Airport is the largest connecting airport
in Indonesia that has a high frequency of flights with various destinations. The rapid growth in
passenger traffic has been experienced in domestic commercial airline markets that have been
deregulated around the world. The competition gets to increase as the airlines strive to acquire
and retain customers. The price was used as the main competitive weapon at the first place.
However, the flight soon realized that competition at its own price is a no win situation in the
long run [1].

Low cost carrier (LCC) flights emerged as a breakthrough for users of air transportation
services that are operated at a lower cost, but under Law No. 1 of 2009 about Flight article 97,
of course, LCC flights provide Minimalist flight service but still pay attention to the problem of
safety [2]. Low cost carrier has such a sharp competitiveness within Indonesian markets and has
made significant impacts in for Indonesian passenger [3].

The current issue of cost increase policy impacts the purchasing power of the public in
airplane transportation mode, especially LCC airlines. Not only raising the ticket price, a much
more controversial policy at this time is the paid baggage policy where baggage is carried more
than 10 kilograms per person, the next per 1 kilogram will be charged baggage charges. In this
regard, the price raising policy has 2 points that are important and inversely proportional and
should be considered because on one side of the price increase is a must for the stability of the
company's condition.[4] While on the other hand the price increase should always be balanced
with the improvement of real service for consumers. This means that the price increases paid by
consumers should have an advantage as the benefits of consumers receive in real time.

Examples of LCC airlines in Indonesia are Sriwijaya Air and Citilink which are the members
of Garuda Group. Sriwijaya Air used to be one of Citilink's competitors before joining Garuda
Group. The reason for using both airlines and the route of Jakarta Surabaya is because both
airlines have the same business strategy and the same target market as well, but they have a
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different operating base despite being in a single group. Sriwijaya Air Its operating base is
Jakarta, while Citilink is located in Surabaya.[5] Surabaya also got Best City of Yokatta
Wonderful Indonesia Tourism Award 2018 and the number of foreign tourists from the entrance
of Juanda Airport, Surabaya rose by 34.71% in March 2018 compared to the previous month
[6].

Here is a comparison chart of the ticket purchase rate of LCC (Sriwijaya and Citilink) in
January-April 2018 compared to January-April 2019 for the Jakarta-Surabaya, which is
influential because of the price increase.

GRAPHIC RATIO OF SRIWLIAYA AND CITILINK AIRLINES
BY YEARS 2013-2019

Figure 1. Graphic Ratio of Sriwijaya air and Citilink Airlines on 2018-2019

On the chart, it can be seen that a decline in the highest ticket purchase rate occurred in April
2019 compared to April 2018 which reached 22%. This was due to the peak rate increases in the
month. The average reduction in the purchase rate of air tickets from 2018 compared to 2019
reached 12.4%. In the next 20 years perspective; (a) Global scale airline of air transport will
decline to 59% levels from 62% level of the total share of the market, (b) non-scheduled flights
that, (c) shares large airline would show an increase of 9-10% 1% level, (d) Low cost carrier
level of 17% to 21% of the total share of the market foresees increased [7].

Perception of rising airfare is an obstacle to consumers. This is a consideration of the
purchase of airfare so it is important to know how much the consumer's willingness to pay and
assess the ability to pay users of air transportation services to the monthly income they receive.
This research aims to see how much ability and willingness to pay the community to buy air
tickets where the alleged ability to pay respondents is greater than the willingness to pay
respondents and there is a relationship that between the income and ability of the respondent to
pay for the Jakarta-Surabaya Air flight ticket.

2. Experimental

ATP and WTP of LCC airlines services users using the Jakarta-Surabaya flight route with
Sriwijaya and Citilink airlines are seen as a relationship with the current actual price and
determined by using a cross sectional regression method. The data are divided into two, which is
primary data and secondary data. The primary data is obtained from the distribution of
questionnaires through google forms and then being analysed to the indicators of ATP and WTP.
The total of population is 166.594 from Sriwijaya and Citilink users on Januari-April 2019. After
counted by Slovin Method, the total of respondents are 100 persons with purposive sampling for
the respondents who ever used the LCC airlines in 1 year with the Jakarta-Surabaya route.

2.1. Sampling
The sample is counted by Slovin Method with the formula follows: [§]
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N

T = e, (1)

1+Ne?
n : number of sample

N: total population
e : margin of error

2.2. Ability To Pay (ATP)

Ability to pay is the ability of a person to pay a service based on the income obtained.[9] The
large ATP is the budget ratio for transportation with intensity, travel. This magnitude
demonstrates the ability of the community to pay for the travel fare. To analyse the ability to pay
the community is done by the travel cost approach, assuming that each user of the mode
surveyed will always allocate a portion of its income for transportation needs, whether using
both private and public transport vehicles.

This magnitude demonstrates the ability of the community to pay for the travel fare.
Demographic based pricing can be viewed based on the customer's age, gender or income level
allows the estimate of someone to pay.[10]

ATP is formulated by this method. The ATP formulation using the household budget
method:

ATPresp/trip = % ....................................... 2)
Description:
ATPresp = ATP respondent based on the variety of occupation (Rp/Resp/Trip)
Irs = Respondent’s income per month (Rp/month)
Pp = Income percentage for transportation in a month from respondent’s income.
Pt = Percentage for vehicles from income to transportation.
Trs = Long trip total per month per trip (Trip/Resp/month)

2.3. Willingness To Pay (WTP)

Willingness to pay is defined as willingness for the costumers to issue a reward (in terms of
money) for the services which are gained. Willingness to pay is also defined as the maximum
amount to be paid by consumers to enjoy the quality improvement.[11]

The issue of WTP transportation is influenced by several factors, including the production of
transportation services provided, quality and quantity of services, costumer’s utility, and
costumer’s income.

The followings are the factors that influence WTP towards the transportation. [12] :
Products provided by Transportation service operators

b. Quantity and quality provided

c. Utilities of service users

d. Service user characteristics

®

The stated preference technique is used to analyze the willingness to pay (WTP) of respondents.
WTP value is the average value that the passenger is willing to pay for the system which is given
by air transport service.[13]The stated preference technique is used to construct an alternative
hypothetical situation presented in the form of a questionnaire that contains questions about a
particular choice or value over the alleged condition of the respondent. [14] In testing the
hypothesis, it needs control over other factors that may affect the judgment of influence. As long
as the goods are normal, WTP is positively related to income. Thus individuals with higher
revenues will have a greater WTP value. [15] The assessment result is transformed into a
numerical scale that translates the preference of respondents to their wishes in a state of
suspicion over the WTP level.
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2.4. Simple Linear Regression

Linear regression is the modelling approach of associations between variables that rely on
numeric y and one or more independent variables denoted by X. The explanation of case one
variable in regression model is called simple linear regression. [16] Regression analysis can also
be carried out to establish the extent to which variability in WTP can be explained by relevant
variables such as income and positive environmental attitude/behaviour.[17]

The benefit of linear regression analysis is more accurate in conducting a correlation analysis
due to the difficulties in indicating the level of change of one variable to another variable.
Therefore, by using this linear regression analysis can be obtained level of relationship between
the respondents revenue to the value of willingness to pay, because there is suspected positive
relationship between income to the value of willingness to pay. Equations for simple linear
regression models are as follows:[18]

Y =a4+DX e, 3)
Description:
X = Free variable
Y = bound variable
a,b = Constants

Criteria for the reception of hypotheses, if:

a. The value of significance (Sig) < 0.05; then Ho (zero hypothesis) is rejected and HA (the
alternative hypothesis) is accepted.

b. The value of significance (Sig) > 0.05; then Ho (zero hypothesis) is accepted and HA (the
alternative hypothesis) is rejected.

The coefficient of determination (R2) provides a percentage and information on how much the

regression model capabilities in explaining the bound variable model [19].

3. Result and Discussion

Average values of ATP and WTP Calculations use 100 respondents with various characteristics,
such as gender, age, income, and frequency and travel intent by plane for the Jakarta-Surabaya
route.

Respondent Income/mo Graphic

1 < Rp3.000.000
= Rp3.000.000-Rp6.999.999

Rp7.000.000-Rp9.999.999
< = Rp10.000.000

Figure 2. Respondent Income.mo Graphic
Revenue with the highest number of respondents, which is 51%, is at an income level of Rp
3.000.000 — Rp 6.999.999. For low income levels with value < RP 3.000.0000 has a 9% total
number of respondents. As for income level > Rp 10,000,000 has a large number of
respondents, which is 23%. Another thing that affects the value of ATP is the frequency of
travel by respondents with the Jakarta-Surabaya route using air transport mode.
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Respondent Trip Frequency Graphic
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Figure 3. Respondent Trip Frequency Graphic
The frequency of the most popular travel is rare or 4-6 times/year, which is 32%. As for the
lowest travel frequency The respondent is in the category of very often or > 10 times/year, as
the category of the highest travel frequency, with the number of respondents 17 people (17%).

3.1. Result analysis of Ability to Pay and Willingness to Pay’s Value

The ability to pay value analysis uses a household budget method which is influenced by the
monthly revenue, the allocation of transportation costs per month, and the frequency of travel
using air transport mode for the Jakarta-Surabaya route per year. Table 1 shows the results of
calculating ATP values.

Tabel 1. ATP Result
ATP Interval (Rp) Frequency Frequency ATP Rate
Cummulative (%)
>99.999 27 27%
100.000-299.999 16 43%
300.000-599.999 24 67%
R 683.875
600.000-899.999 16 83% P
900.000-1.199.999 7 90%
<1.200.000 10 100%

The average ATP value obtained from the calculation of ATP value is using the household
budget method, which is Rp683.875. The highest frequency of the ability to pay respondents
was between the fare of Rp300.000 — Rp599.999 of 26 people (26%). Meanwhile, for the fare >
Rp89.999 and < Rp1,200,000 have the same frequency and still relatively high of 23 people
(23%).

With the stated preference method, it can count the number of respondents stating how much
the fare is willing to be paid.

Tabel 2. WTP Result
Frequency
WTP Interval (Rp) Frequency Cummulative (%) WTP Rate

Low <399.999 8 8%

Medium 400.000-549.999 39 47%

Fair 550.000-649.999 17 64% Rp 597.694
High 650.000-749.999 13 77%

Very High >750.000 23 100%
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Average WTP value is Rp597.694-. Most of the respondents had a willingness to pay as much
as 39 people (39%) get into the category of medium whose rate ranges from

Rp400.000 — Rp549.999. In low category for fare < Rp399.999 only 8 people (8%). As for the
fare with a very high category with a rate of fare > Rp750.000 as much as 23 people (23%). The
minimum willingness to pay respondents is Rp206.600, while the maximum willingness to pay
is Rp981.350. The middle/median value of the willingness to pay the respondent amounted to
Rp568.150. For the average WTP value obtained from the Calculation result of Rp597.694.

3.2. ATP Relations, WTP and Existing Fare
As the ATP and WTP have been accumulated, so that it can be seen the comparison at the
current fare. The following is a comparison chart of ATP, WTP, and existing price.

Graphic Ratio of ATP, WTP and
Existing Fare

Rp1.200.000.00

Rp1.033.000,00
Rp1.000.000.00

Rp800.000.00
Rp683.874.75

RpS597.693.80
Rp600.000.00

Rp400.000.,00

Rp200.000.00 s
Existing Fare® WTF

* cxisting fare was taken from the lowest fare on Mei, 4™ 2019

Figure 4. Graphic Ratio of ATP, WTP, and Existing Fare

Based on the chart above, it can be seen that the ATP value is higher than the WTP. This
happens because ATP values are influenced by revenue, travel frequencies and travel expenses
while WTP is only affected by the willingness factor of the respondent. The comparison
between the prevailing fare and ATP value is 1:3 or of 33%. The difference between the
applicable fare and the WTP amount is 3:7 or 42%. The number of differences indicates that
there is still a gap between the ability and willingness of the users of air transportation modes,
especially LCC Airlines (Sriwijaya Air and Citilink), compared to the current fare. Thus, the
lower limit fare of the flight ticket to the Jakarta-Surabaya route is Rp 597.693,80; While for
upper limit fare is Rp 683.874, 75. [20] showed that ATP value is higher than WTP value based
on fare determination formula and ATP value becomes determination if ATP is found higher
than WTP.

3.3. Relation between WTP and existing fares

As the ATP and WTP have been accumulated, so that it can be seen the comparison at the
current fare. The following is a comparison chart of ATP, WTP, and existing fare. This
regression analysis can be used to establish the variability in WTP and explained by a relevant
variable, such as income.
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Tabel 3. Income And WTP Regression Result

Model Unstandardized Coeff t Sig. Adjusted R
(B) square
1 Constant 4,128 14,450 ,000 ,243
Income ,241 5,723 ,000

Based on the adjusted R square on Table 3. It can be concluded that with a value of 0.243 or
24.3% the income factor affects the willingness to pay of the respondents.

Based on the regression analysis results obtained, the regression equation is described as
follows: Y = 4,128 + 0, 241X with the significance rate of 0.000 and T value of 5.723. By using
the significance limit of 0.10, the value of that significance is less than 10%. This means the
income variable (x) positively and significantly affects the willingness of the person to pay for
the ticket (y). If the revenue rises, then the willingness of people to pay will also be reminded.
But conversely, if the income falls, then the willingness of people to pay also decreases. If the
revenue rises by Rp 1.000 then the willingness of someone to pay a flight ticket to Jakarta-
Surabaya route will increase by Rp241.[21] showed that people sensitiveness of income is
totally effect on their willingness to pay especially for People who tend to have a lower income.

4. Conclusion

According to the result of data calculation analysis of ability to pay, willingness to pay and the

relationship between income to willingness to pay value, from counting result using 100

respondents, so that it can be concluded as follows:

a. Lower limit fare of the flight ticket to the Jakarta-Surabaya route is Rp597.693,80 based on
the results of the value of WTP respondents. And for the upper limit fare of the flight ticket
to the LCC Jakarta-Surabaya route is Rp683.874 which is based on the results of the ATP
respondents’ calculation. ATP values tend to be greater than WTP because the value of ATP
is influenced by monthly revenue, travel frequencies per year, and transportation costs using
the air transportation mode of Jakarta Surabaya route. While the value of WTP is only
influenced by the percentage of price declines desired by the air Transportation Service
users to the price applied by the air transportation Company.

b. Variable income (x) positively and significantly affects the willingness of people to pay for
tickets (y). This happens because with the increase in revenue, it will improve the welfare of
the service users so that the willingness will pay more for a service that wants to be enjoyed
or used will increase.
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