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Air traffic has been increasing in Germany over the last decades

reaching in 2018 an all-time high with more than 3 million flights.
This increase has led to a rise in delays, which generate different
costs to airlines, passengers, and Air Navigation Service Providers.
This paper focuses on understanding and predicting these costs.
For this purpose, a stochastic modelling method is proposed to
estimate future air traffic, delays and the cost of future delays. The
model allows to better understand what the full distribution of the
delay costs may look like. To that end, the paper analyses 1,826
daily items (from 1/1/2014 to 12/31/2018) with information of air
traffic and delays for German airspace. Findings suggest that
overall mean delay costs for 2019 may be up to 280 million €, while
in the 5% worst cases this value could go up to an average of 319
million €.
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1. Introduction

The airspace sector has a great influence on today’s economy and society. The enormous increase
in air traffic, technical and commercial innovations and the development of costly infrastructures
are indicators of the strength of the sector. The European airspace is one of the most vibrant sectors
in the world with more than thirty thousand flights a day and a very high density of airports.
However, there are also significantly increased complexities related to its management, such as
turnaround operations at airports (Wu & Caves, 2000, 2007; Herrera & Moreno, 2011), flight
schedule punctuality (Wu & Caves, 2010; Eurocontrol, 2019a), airport apron capacity (Mirkovic &
Tosic, 2013; Jiménez et al.,, 2013), operational and organizational performance management
(Choong, 2013; Bourne et al., 2014: Bezerra & Gomes, 2016) and baggage handling systems (Cavada
etal., 2017).

Air traffic management takes place through a relatively complex pattern with a wide variety of
activities and actors who are involved within an overarching system (see SESAR (2018)). Airports
are, together with aircraft operators and users, one of these crucial elements that needs to be
orchestrated in order to ensure the proper functioning of the whole system. Air navigation service
providers (ANSP)! have great interest that the whole value chain works seamless with adequate
airport management and predictable airspace user intentions. These are, therefore, key issues that
require to be carefully examined if we are to determine the optimal and necessary resources needed
to deal with an increasing current and future demand. Moreover, it is crucial to better understand
the changes that the whole system is undergoing in order to better adapt to the coming future
needs. In all this complexity, delays? are both a consequence of many interacting factors and the
reason for many other disruptions in the system.

Earlier studies on the air sector have focused, for instance, on aircraft noise effects (Janssen & Vos,
2011; Basner et al., 2017; Chatelain &Van Vyve, 2018; Ganic et al., 2018; Ho-Huu et al., 2019;
Otc¢endsek, 2019), on the links between air traffic emissions and health (Yim et al., 2015; Harrison
et al.,, 2015; Vujovic & Todorovic, 2017), and on taxi fuel consumption (Nikoleris et al., 2011;
Khadilkar & Balakrishnan, 2012; Vaishnav, 2014). Other pieces of work include the impact of
fragmentation (Ansuategi et al., 2019), air traffic volatility on efficiency (Standfuss et al., 2021),
climate costs due to air management (Goicoechea et al., 2021) or the assessment of airline’s
competitive position at the network level (Maertens, 2020). More directly linked to cost of delays
several pieces of work have tried to assess these (Cook, 2004; Cook & Tanner, 2011, 2015; Koster et
al., 2014; Nikoleris & Hansen, 2015; Performance Review Unit, 2019). These earlier efforts have
quantified the cost values for several ranges of delays in minutes under a number of different
parameters and conditions but have not tried to assess or forecast total cost of the delays in Europe.

This paper is the first attempt to estimate the total costs of delays for German air space taking into
account real data on the distribution of delays during 2014 to 20183. For this purpose, a stochastic
model is proposed to explain how delays are distributed, that is, what the probability of each delay
range occurring is. By including information on delay costs per minute this paper allows us to shed
some light on the distribution of the cost of delays and later to forecast how these may look in the
future. This is a much needed contribution to the literature.

The paper analyses daily air traffic and delay information for Germany in period 2014-2018. These
values are used to simulate 20,000 air daily traffic movements for the year 2019, the delays and the
associated costs. The estimation are compared with 2019 actual data. The proposed model includes

1 These are public or private legal entities providing Air Navigation Services, i.e. managing air traffic on behalf of
a company, a region or country. These services usually include, among others: (1) Air Traffic Management, (2)
Communication navigation and surveillance systems or (3) Meteorological service for air navigation.

2 334 million passengers (+26%) were impacted by ATFM delays and cancellations, which resulted in a total cost
for the EU economy of €17.6 bn. (+28%), in comparison with 2017 (Eurocontrol, 2019b).

3 The German ANSP provider is the Deutsche Flugsicherung (DFS). More information in https://dfs.de/.
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three main components: (1) a stochastic model of the number of flights, composed of a stochastic
daily part of delays and a deterministic daily part that includes seasonality (annual and semi-
annual), trend, weekend and constant components; (2) a Tobit model that relates the number of
flights to the expected delays; and (3) a cost model that allows simulating the full distribution of
economic losses of delays using a stochastic approach. Other stochastic models have been proposed
earlier in other areas such as marine transport (Abadie et al., 2017; Abadie and Goicoechea, 2019a),
but as far as we are aware, the proposed model in this paper is a novelty in the air transport sector,
and it is also the first time that the stochastic modelling (to simulate future daily flights) is
combined with a Tobit model (to estimate delays).

The rest of the paper is organised as follows: Section 2 presents the data used in the study. Section
3 presents the details of the modelling efforts and results. Section 4 concludes and suggests further
research.

2. The data

The information available consists in 1,826 daily items with information on air traffic and delays in
Germany (see the evolution in Figure 1) used for model calibration. This information covers the
period beginning the 1t of January of 2014 and ending the 31st of December of 2018, that is, 5 years.
An additional set of 365 days corresponding to 2019 is used for testing the model. The data was
collected by Deutsche Flugsicherung (DFS).
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Figure 1. Number of daily flights and delays Germany (from 1/1/2014 to 12/31/2018)

4 Other studies have recently examined and applied different quantitative methods and simulation approaches to
forecast traffic demand and assist in transport infrastructure investment decisions under scenarios of risk and
uncertainty (Jin et al., 2020; Solvoll et al., 2020; Oliveira et al., 2020; Barreto Martins & Strambi, 2021; Polat & Battal,
2021; Tascon & Diaz Olariaga, 2021). However, none of them apply a stochastic model for determining future cost
risk of delays. Stochastic models take uncertainty into account while providing both distributions of the target
variables as well as its expected values. These distributions allow us obtaining risk measures such as percentiles
and/or mean values for the worst cases. The calculations of stochastic models is far more complex but the precision
as well as the quality of the results provided is much better (see Wilmott, 2000; Hull, 2014).
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Figure 1 shows a positive correlation between number of flights and delays, the latter defined as
the number of minutes between the expected and actual time of arrival. Figure 2 is a scatter plot of
these two variables showing that a high number of flights usually leads to longer delays.
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Figure 2. Scatter plot Number of Daily Flights and delays Germany (from 1/1/2014 to 12/31/2018)

The Pearson correlation between flights and delays has been calculated to be 0.491. Note, however,
that some days there were a significant number of delays with only few delays in other days. This
indicates that the behaviour of this relationship is a bit more complex and requires further analysis.
Table 1 below shows some summary statistic for the data. There are a minimum of 3,370 flights
and a maximum of 8,712 flights. The standard deviation is a measure of volatility showing that for
delays is significantly higher than for air traffic data (or number of flights). The skewness is a
measure of the asymmetry of the probability distribution. The traffic negative skewness indicates
that its left tail is longer that the right tail. The positive skewness of delays shows that the right tails
of its distribution is longer that its left tail. The positive values of excess kurtosis in the delay
variable informs that the tails on this distribution is heavier than that of a normal distribution, this
distribution shape generate higher impacts of extreme events. Also the summary statics shown the
variable percentiles, the 90% of traffic values are between 6,467 and 10,456.

Table 1. Summary statistics
Mean Median Minimum Maximum
Traffic (No) 8,614.8 8,712.0 3,370.0 11,024
Delay (mins) 6,545.5 2,607.0 0.0 84,953
Standard deviation Coefficient of variation Skewness Excess Kurtosis
Traffic (No) 1,249.5 0.14504 -0.4646 -0.0509
Delay (mins) 9,760.2 1.4911 3.0001 12.589
5% percentile 95% percentile IQ range Missing observations

Traffic (No) 6,467 .4 10,456 1,873.5 0

Delay (mins) 0.0 26,825 7,328.0 0
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3. Modelling efforts and calibration

As mentioned earlier, the proposed model has three main components worth explaining in detail:
1) a stochastic model for the number of flights, 2) a Tobit model to relate the number of flights to
the expected delays, and 3) a cost model to estimate the economic losses due to delays. The
combination of the three components allows us to estimate and depict the full distribution of the
cost of delays. Figure 3 below illustrates the calculation process that is described in the rest of the
section. Note that this is a very valuable information as one can then analyse the probability of
different economic cost ranges occurring as a consequence of air traffic delays. This information
should be of great interest for air traffic planners, because not only the expected values are
calculated, also their distributions as well as their associated risk measures. This very important
contribution as it allows to undertake risk-based planning such as the case of planning based on
reacting reasonably to 95% of the cases. This kind risk management of approach is rather usual in
many areas such as financial, energy or climate risk economics.

Calculate
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Figure 3. Calculation process scheme

3.1 Stochastic model of air traffic

In order to model the air traffic with precision, this paper proposes combining both a stochastic
component and a deterministic part into the modelling efforts. This is done by noting the natural
logarithm of the number of flights, n;, in Equation (1) as the sum of the two components: the first
one, f(t), is the deterministic that contains both the seasonality and the trend, while the second
one, X;, is the mean reverting jump diffusion stochastic model. The time elapsed ¢ from the initial
moment to a specific day is measured in years.

In(ny) = f(t) + X; @
Deterministic part
f(t) = Bysin(2mt) + B,cos(2mt) + Bssin(4nt) + Bycos(4nt) + Bst + BeDy + B @)

where Equation (2) describes the deterministic part of Equation (1), and includes annual and semi-
annual seasonal components of air traffic, a trend, a constant and a dummy variable D, for
weekends (Fridays, Saturdays and Sundays), where D, = 1 if it is a weekend and D, = 0 otherwise.
Note that using an annual and semi-annual sine and cosine components we get a better fit of the
deterministic part than using only annual sines and cosine. Calibrating the seven first parameters
with daily data of air traffic we obtain the results presented in Table 2.

Table 2. Deterministic parameters calculated with data on daily flights
Parameter Value 95% confidence interval

B1 -0.0532 -0.0584 - -0.0480
Ba -0.1576 -0.1627 - -0.1524
B3 -0.0054 -0.0105 - -0.0002
Ba -0.0402 -0.0453 - -0.0350
Bs 0.0285 0.0259 - 0.0310

Be -0.0623 -0.0697 - -0.0550

By 9.0053 8.9973 - 9.0133




EJTIR 22(1), 2022, pp.93-117 98
Abadie, Galarraga and Ruiz-Gauna
Flight delays in Germany: a model for evaluation of future cost risk

Some parameters can be further used to undertake future sensitivity analysis, as in the case of the
trend fSs. Figure 4 below shows the natural logarithm of number of flights together with the
estimated deterministic part of the model. One can note that the model fits very well with the data.
That is, the deterministic part explains a very significant part of the behaviour of flights. The
regression R-squared value is 0.7407 and the adjusted R-squared is 0.7399.
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Figure 4. Natural logarithm of number of flights and the estimated deterministic part

In attempt to better illustrate this in Figure 4, we now show in Figure 5 a much closer look to the
data for the year 2018. The Figure clearly shows that the deterministic part of the model (that is
seasonality, trend, and weekend days) allows us to predict a significant part of the number of
flights in any given date. In a closer look at deterministic part in Figure 4, red line, one can note
that impact of weekend days as air traffic reaches maximum values.
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However, it is also clear that air traffic has a strong stochastic component that should be considered.

Stochastic part

If we now move to the stochastic part of the model as illustrated in equation (1), we can plot the
logarithm of the stochastic part of number of flights in Figure 6 by subtracting to the natural
logarithm the determinist part modelled earlier. In this case one can note the negative jumps that
show important reduction in the number of flights in certain dates that are to be considered in any
estimation effort.
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Figure 6. Stochastic part of flight traffic from 2014 to 2019

By looking at Figure 6 it can be noted that the values fluctuate close to the mean value which is
zero. In addition, when values deviate from the mean value, they tend to revert towards
equilibrium (mean) values. This behaviour strongly justifies the use of a mean-reverting model as
suggested here. An additional feature to note are the important jumps towards negative values.
Both features together firmly recommend the use of the well-known Ornstein-Uhlenbeck mean
reverting model with jumps (see Abadie & Chamorro, 2013, for more detail on this). This model is
described in Equation (3) below.

dX; = (a — kXy)dt + odW, + ] (u;, 05)dq, 3)

In Equation (3) the current logarithm of number of flights (stochastic part) tends to level a/k in the
long term, with a speed of reversion k. The volatility of the mean reverting process is o. The third
term of Equation (3) is the Poisson process with intensity 4, if we have a jump is size is normally
distributed with mean y; and volatility ;. dW; is the increment to a standard Wiener process and
dq. is a Poisson process such that dq, = 1 with probability Adt and dgq, = 0 with probability 1 —
Adt. dW, and dgq; are independent.

Equation (4) below shows a discrete version of the mean reverting part of Equation (3).
(a — kXAt + ov/Ate, 4)
where ¢; stands for a random sample from a N(0,1) distribution.

Using the maximum likelihood estimation, as described in the Appendix A, we obtain the
following values shown in Table 3 for the parameters of Equation (3):
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Table 3. Parameters of stochastic equation
Parameter Value 95% confidence interval
a 6.6910 5.7129 - 7.6783
K 217.3689 203.7533 - 231.2784
Uj -0.0352 -0.0443 - -0.0261
o 0.4900 0.3945 - 0.5342
gj 0.0959 0.0900 - 0.1014
A 188.6669 165.8342 - 211.7488

Table 3 shows that the logarithm of the stochastic part of the number of flights tend to the level
a/xk=6.6910/217.3689=0.03081 in the long term, that is, towards a value very close to zero. This
variable deviates daily from equilibrium values with volatility equal to 0=0.49. In addition, there
are negative jumps (as shown in earlier Figure 5), because this 1;=-0.0352, when there is a jump, it
is normally distributed with volatility ¢;=0.0959. For a given day dt=1/365, there is a probability
Adt=51.7% chance of a jump, these jumps are expected to be of small size. Note that, the mean
reverting part is compensated with the jump part to get an expected mean value equal to zero.

In addition, the confidence intervals of the correlation have been calculated following Ugarte et al.
(2008) and are shown in Table 4 below. These values shows than although the correlation is
negative and small it is scientifically different to zero.

Table 4. Confidence Intervals of the Correlation
Lim-Inf (95%) Lim-Sup (95%) Lim-Inf (90%) Lim-Sup (90%)
-0.1495 -0.0580 -0.1424 -0.0655

In the case of air traffic, it is reasonable to assume that there is a certain limit to the number of
flights an air space can manage and therefore that the increase in the simulated values will be
lower.

Also note that in this case we have two different volatilities: one for the mean reverting process
and a second one for the jumps or the Poisson process That is, after certain point, the closer to the
maximum number of flights possible (or the limit of the air space management), the lower volatility
may be expected. In order to test this assumption, we have estimated the historic correlation
between the deterministic part and the stochastic part, where we have eliminated the jumps using
three volatility criteria, that is the jumps are identified if there are larger that thrice the historic
volatility of the stochastic part. The process is repeated until there is no jump because the volatility
can change in each step. We obtain a correlation of -0.1036 between the logarithm of the
deterministic part and the logarithm of the stochastic part. This calculation shows that the higher
the number of expected flights (deterministic part) the lower the volatility of the stochastic part
because the number of flights is reaching a certain limit. That is, a very high number of expected
flights is associated with a lower stochastic volatility because there is a maximum number of flights,
as sum of deterministic and stochastic parts, that cannot be exceeded at a certain time, so the
assumption is right.

The correlated numbers are calculated according to the Equation (5) below.

V1 = Xp; Uy = ProXy + X1 — (p12)? )

Correlation is simulated by obtaining samples v; (normalised logarithm of deterministic part) and
v, (normalised stochastic part) using equation 5, where x; and x, are two independent samples of
logarithm of deterministic part and stochastic part, which are normalised in advance by subtracting
the means of their distribution and dividing by the standard deviation of that distribution.

We use these values to simulate the air traffic for the year 2019. In order to do so we, first, simulate
the stochastic daily part and, second, the deterministic one including daily part with the seasonality
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(annual and semi-annual), trend, weekend, and constant components together. For this purpose,
we run 20,000 simulations for 2019 which account for a total of 365 days.

Figure 7 below shows the logarithm of historic number of flights and the simulated path of number
of flights, including their deterministic part (historical and estimated). The same is done for the
historic traffic and one simulated path. For these simulations we argue that the jumps are always
negative as it can be observed in real data. There are a minimum traffic of 3,370 flights in 2014 and
a maximum of 11,024 in 2018, and this behaviour was increasing in the last years with an annual
mean rate of 2.96%. Note that as the real behaviour is only one of the paths in the simulation
exercise, with a high number of simulations (for instance, 50,000 simulations), it is possible obtain
higher values.
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Figure 7. Historic number of flights and a simulated path of daily flights

Using the same number of 20,000 simulations for 2019 we obtain the distribution of daily traffic
simulation shown in Figure 8 where the mean is 9,060 with a 95t percentile of 10,923 flights and
the average of the 5% of the worst cases (upper tail) is 11,764 flights. This is the so-called Expected
Shortfall (ES(95%)) and shows that in the 5% of the most extreme situations, the average number
of flights will be 11,764. This is a very interesting indicator frequently used for risk and/or
uncertainty management. See Abadie and Chamorro (2013) for additional clarifications. 20,000
simulations are done, each simulation is a path of possible values for 2019, the deterministic part
is always the same. To the deterministic part, a stochastic part is added, the values of each
stochastic part are different because the generated random samples are different. Using Monte
Carlo simulation, it is possible represent the corresponding probability distribution.
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Now, we can analyse if the proposed and calibrated model can be used for predicting the number
of flights for future years. Note that the mean of simulated results is the deterministic part because
the mean of stochastic part is zero.
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Figure 9. Real Flights 2019 and mean of simulated flights for this year

While the total annual number of flights in 2019 was 3,348,085, our simulation estimated a mean
value of 3,306,829. Both these figures are relatively close to each other, showing a less than 1.25%
difference among them and thus illustrating the goodness of the model. The goodness of fit
between the expected simulated daily traffic values and the actual are calculated using the R-
squared with a result of 0.73. Figure 9 shows this goodness of fit. Also note that the number of
flights in 2019 was very similar to 2018. The difference was only 0.3%. However, this difference
was much higher during the years 2014 to 2018, ranging from 1.6% to 4.2%. In Appendix B we
illustrate the performance of the stochastic approach with simulations for 2017 and 2018 and
compare them with more basic approaches. This proves that the proposed methodology is
adequate, and this is especially true the greater the volatility is.
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3.2 The Tobit model of delays
Turning now to the estimation of the delays and its connection with the number of flights, one can
start by showing real data on delays as displayed in Table 5. Note that during the five years
analysed the average delay was 0.760 minute per flight, while these figures were significantly
higher during some specific years, such as 2017 and 2018.

Table 5. Real traffic and delays
Traffic Delays (minutes) Delays per flight
2014 2,990,197 1,224,205 0.409
2015 3,039,298 905,337 0.298
2016 3,118,818 1,581,331 0.507
2017 3,222,709 2,635,383 0.818
2018 3,359,668 5,605,831 1.669
5 years 15,730,690 11,952,087 0.760

Of a total of 1,826 days there are 95 (5.2%) without any delay and 1,731 (94.8%) days with delays.
Also note that the observed data is left-censored as no negative values are expected. We, thus, select
the Tobit model as the appropriate one to analyse this dataset (Amemiya, 1984). With the use of
this model we can connect the number of flights to the number of delays. Note that the Tobit model
tits well with a situation in which, below a certain level of air traffic, no delays are expected, while,
once a threshold (congestion level) is reached, delays increase proportionally to the congestion
level.

The Tobit model is formulated as shown in Equation (6) below,

yi =B'%i+ g (6)
yi=yi ify; >0

where x; are the set of independent variables (in our case only is the air traffic and a constant) and
the constant term, y;, is the latent variable that is unobservable and ¢; is a normally distributed
error term. A similar approach is explained in Abadie & Goicoechea (2019b).

When the latent variable is negative or zero, the Tobit model predicts no delays, while, when the
latent variable is positive, the model is about the expected delays. The Tobit model results
calculated using Stata with the 1,826 observations are shown in Table 6 and allow us to estimate
when delays are to be expected and the number of minutes of these.

Table 6. Tobit regression
Number of obs = 1,826
LR chi2(1) = 582.61
Prob > chi2 = 0.0000
Log likelihood = -18,219.485 Pseudo R2 = 0.0157
Delays Coefficients Std. Err. t P>|t| [95% Interval]
Traffic 4.351592 0.1697535 25.63 0.000 4.018661 4.684524
_cons -31,344.22 1,484.457 -21.11 0.000 -34,255.63 -28,432.8
/sigma 8,701.598 147.9105 8,411.507 8,991.69
95 left-censored observation at Delays<=0
1,731 uncensored observations
0 right-censored observation

The likelihood ratio (LR) chi-square with p-value=0.0000 informs us that the Tobit model is
significantly better than an empty model. The coefficients are statistically significant. We have a
4.351592 increase in y; (delays if y; > 0). The statistic /sigma with a value of 8,701.598 is the
estimated standard error of the regression. It is expected some delays when traffic is greater than
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7,203 (Figure 10). Figure 10 below shows the value of y; depending on the traffic and the real values

corresponding to five years (2014-2018). We can see that the volatility increases with traffic.
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Figure 10. Effect of actual traffic on expected daily delays and actual delays (2014-2018)

Table 7. Real and predicted delays
Predicted
Delay No Delay
- Delay 1,524 207
]
~ No Delay 40 55

Table 7 shows than in 1,579 cases (1,524+55), that is in an 86.5% of cases, the Tobit model correctly

predicts the situation with delays and no delays.

Table 8 shows a Monte Carlo simulation in the base calculated case for the year 2019. This Table
also includes a sensitivity analysis changing the volatility. In the base case, the annual delays mean
is 3,496,903 minutes with a 95th percentile of 3,780,744 and the mean of the 5% of worse cases is
3,853,918 (ES(95%)). In this Table 8 we can also see the effect of changes in the volatility where the

mean changes because it is a censored model on the left.

Table 8. Sensitivity Daily Delays to Tobit volatility in 2019
Tobit Model Volatility Mean 95th ES (95%)
150% 3,973,036 4,336,948 4,433,062
5 last years Calculated 3,496,903 3,780,744 3,853,918
50% 3,146,877 3,344,699 3,394,650

Figure 11 shows the results of the base case for the first five simulations. Of course, it is not possible
to illustrate all 20,000 simulations jointly in a single Figure. However, as all simulations are equally

probable, we illustrate just five of them.



EJTIR 22(1), 2022, pp.93-117 105
Abadie, Galarraga and Ruiz-Gauna
Flight delays in Germany: a model for evaluation of future cost risk

40,000
35,000
30,000
25,000

20,000

lated Delays

Imul

S

15,000

10,000

5,000

0 oo
5,000 6,000 7,000 8,000 9,000 10,000 11,000

Simulated Traffic

Figure 11. Simulation of daily Delays (five first simulations for 2019)

The proposed model predicts the delays as a function of the number of flights. Other explanatory
variables not considered in this model as well as the volatility inherent in this relationship cause
the prediction not to agree exactly with reality, but to be reasonably close in most cases (see Figures
10 and 11). This statement can be shown by comparing the parameters of the simulations and the
relevant values of parameters calculated with actual. This is included in Appendix C.

Figure 12 shows the distribution tail of simulated traffic delays. One can see that the frequency of
daily delays declines sharply the closer we get to relative high values of delays.
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Figure 12. Simulation tail of daily delays for year 2019 (all daily simulations)
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However, note that carefully selecting the period for the estimation may significantly change the
results. That is, whether the years used for calculations reflect a tendency and whether what
happened in 2018 represents an exception remains to be answered. This acknowledgement
suggests that expert opinion has to be carefully incorporated in this analysis, to co-decide on the
reasonable number of years to be used to estimate a distribution of delays. If only 2018 data was to
be used, values may differ substantially. This caveat is not particular for this method but inherent
to any forecasting exercise. In any case, it needs to be clearly acknowledged.

The distribution of 10,000 simulations for 2019 are shown in Figure 13 below.
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Figure 13. Simulation of yearly delays in 2019

3.3 The cost model of delays

The first attempt to estimate the monetary cost of one minute of ATFM delay, as incurred by the
Airliners in Europe, was made by the Transport Studies Group from the University of Westminster
(2004) where such delays were measured relatively to the last filed flight plan (Cook, 2004).
Successive revisions and updates of the study were published (Cook & Tanner 2011, 2015;
Performance Review Unit 2019).

By way of summary, the network average cost of ATFM delay was 102 euros/minute (in 2017
values). Many have been tempted to use this value for back of the envelope estimates of cost of
delays multiplying by the total minutes of delay. However, there two important points to be
considered: (1) not all flights are subject to the same amount of delay, so it becomes crucial to
determine the distribution of these delays and how this affects the total cost; and (2) that the
average costs of delay may also change depending on the amount of minute delay. In this paper,
considering the information available, we assume that delays can be ranged in three delay classes
as explained later, these are: from 0 to 15 minutes, from 15 to 60 minutes and from 60 minutes
upwards.

Cost of delays using a mean of 102 € / minute

If we now use the average figure of 102€ per minute delay and apply for the distribution of delays,
we can estimate the cost distribution displayed in Figure 14 for the year 2019. This offers a much
complete picture than back of the envelope calculation mentioned above. However, cost ranges
have not yet been included in the analysis. This will be shown below.
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Figure 14. Simulation of yearly costs in 2019

In order to illustrate the sensitivity of the annual cost to changes in the volatility of the Tobit model
we shown the values in Table 9 below. These are a linear transformation of Table 8 values for the
three-year case. The mean values may be 10% lower or 14% higher, as well as the percentile 95 and
the ES (95%) with the variation of 50% in the estimated volatility.

Table 9. Sensitivity Annual Costs to Tobit volatility 2019 (millions €)
Volatility Mean 95th ES (95%)
50% 320.98 341.16 346.25
Calculated 356.68 385.64 393.10
150% 405.25 442.37 452.17

Cost of delays depending on delay values

If we now, in addition to the distribution of delays, wish to obtain values resulting from using
different costs for different delays ranges the following can be done. First, based on the average
cost per delay range from Cook & Tanner (2011), we can calculate the cost per minute by dividing
the average cost by the midpoint of the range, as shown in Table 10.

Table 10. ATFM delay ranges and weighted costs - total and per minute - (in 2010 €) for
ten delay ranges

Delay range (min) 01-04 0514 1529 30-59 60-89  90-119  120-179 180-239  240-299 300+
Average delay (min) 2.5 9.5 22 445 74.5 104.5 149.5 209.5 269.5 300
Average cost (€) 32 210 870 3,870 11,940 25560 39,710 53,220 70,450 80,270
Cost per minute (€) 128 2211 3955 8697 16027 24459  265.62  254.03 261.41  267.57

Source: Cook and Tanner (2011), Table J5 (2010 values)

These are 2010 values, while we need 2017 values. Considering that the network average cost of
ATFM delay was 102 euros/minute in 2017 values, as explained above, and 81 euros/minutes in
2010 values, this means that there has been an increase of 25.926%. By applying this percentage
increase to the values of the last row in Table 10, an approximation of ATFM delay cost per minute
in 2017 values (Table 11) can be calculated.

Table 11. ATFM delay ranges and weighted costs per minute per minute (in 2017 €) for ten
delay ranges

Delay range (min) 01-04 05-14 1529 30-59 60-89 90-119 120-179 180-239 240-299 300+
Cost per minute (€) 1612 2784 4980 10951 201.82 308.01 334.48 319.89 329.18  336.94
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As we now need to narrow these ranges to only three, we can aggregate these values (adding the
cost for each range and calculating the average) and obtain the values shown in Table 12:

Table 12. ATFM delay ranges and weighted costs per minute (in 2017 Euros) for three delay
ranges

Delay range (min) 0-15 16-60 60+

Cost per minute 2198  79.66  305.06

Once cost per minute has been estimated, the next step consists of multiplying the number of
minutes of delay considering the full distribution for the three delays ranges by the cost of them.
This allows us to obtain the total cost of delays, for illustrative purposes these costs have been
calculated for the years 2017 and 2018 only. This is displayed in Table 13.

Table 13. Yearly real delays and costs
Delays (minutes) Total Cost (€) Cost/minute (€)
2017 2,635,383 217,946,663 82.70
2018 5,605,831 466,288,228 83.18

Using the information of Table 12, we can also estimate a cost function to be used for calculations.
The function should meet the following theoretical conditions:

a) Only make sense for positive delay values;

b) Goes through the origin;

c) Must be a growing function, that is, the first derivative should be positive; and

d) As values are expected to grow rapidly with delays, the second derivative should also be

positive.
The function proposed (7) is as follows:
Cost = aDelay” )
which is equivalent to (8):
In(Cost) = In(a) + bIn(Delay) 8)

Based on the calculated data covering the years 2017 and 2018 (by removing cases with zero
delays), the Ordinary Least Squares (OLS) estimation is used, obtaining the following results in
Table 14.

Table 14. Cost model estimations

Model: OLS, using observations 1-727
Dependent variable: Ln(Cost)
Heteroscedasticity-consistent standard errors (HC1)

Coefficient Std. Error t-ratio p-value

In(a) 4.00799 0.0534297 75.01 <0.0001 ok
b 1.03526 0.00594817 174.0 <0.0001 i
Mean dependent var 12.93588 S.D.dependentvar  1.495920

Sum squared resid 35.98649 S.E. of regression 0.222793

R-squared 0.977849 Adjusted R-squared  0.977819

F(1,725) 30292.10 P-value (F) 0.000000
Log-likelihood 61.03377 Akaike criterion -118.0675

Schwarz criterion -108.8897 Hannan-Quinn -114.5260

Coefficients are significant and the R-squared value is very high (0.977849). Graphically (Figure

15), it can be shown that the function fit very well with real data on cost of delays.
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Figure 15. Real Costs and expected costs using the function estimated

Finally, Table 15 below shows the estimated cost (mean, 95th percentile and ES(95%)) for the case
of higher or lower volatility than the estimated with the Tobit model. Note that now that the real
data for 2019 is available, with a real cost of 362.20 million euros, one could compare this with the
mean values estimated by the model. In this case, we can see that the real cost in 2019 is really close
to the mean value estimated in the case of greater volatility (See Table 15).

Also note that the mean values may be more than 22% higher or 16% lower, the percentile 95%
maybe higher 23% or 17% lower and the ES (95%) can go up to 23% higher or 18% lower with the
variation (up or down) of 50% in the estimated volatility.

Table 15. Annual 2019 cost sensitivity to Tobit volatility (millions €)
Volatility Mean 95th ES (95%)
50% 236.36 257.59 262.84
Calculated 280.28 310.54 318.67
150% 341.72 382.63 393.46

Figure 16 displays the estimated full distribution of annual costs of delays for the year 2019.



EJTIR 22(1), 2022, pp.93-117 110
Abadie, Galarraga and Ruiz-Gauna
Flight delays in Germany: a model for evaluation of future cost risk

700

600

Frequency
'S
3

w
=1
=)

200

100

220 240 260 280 300 320 340
Annual Cost (million €)

Figure 16. Simulation of yearly costs in 2019 with calculated volatility

Risk measures such as ES(%) can be used to fix a certain threshold of low-probability high-impact
events that ANSP wishes to be protected from (or for which to be specially prepared). This
information can help ANSP to better tailor their risk appetite and plan to avoid a certain given level
of economics costs of delays (or risk). ES is a well-known risk measure in financial, energy and
climate economics (Artzner et al. 1999; Abadie & Chamorro 2013; Galarraga et al. 2018). For
instance, DFS could decide that for the year 2019, the maximum acceptable level of risk will be to
allow that for 95% of the cases the average cost is never higher than 319 million €. That is, DFS may
wish to fix the risk to the ES (95%) for 2019. This is the method proposed in Galarraga et al. (2018)
to define the risk appetite and can analogously applied here. Having defined this threshold of
economic risk ES(95%)) which is equivalent to 319 million €, the operative goal should be set to a
level that guarantees that the number of delays is not higher than 3.8 million minutes (see Table 7).
DEFS could thus plan its level of services to ensure that the delay target is very unlikely to be
exceeded. Of course, with the information estimated by this model any given level of percentage
can be used to calculate the corresponding ES(%) to better tailor the risk a given ANSP is willing
to accept.

4. Conclusions

This paper has proposed and applied a sophisticated stochastic modelling method to simulate air
traffic in the German air space for the year 2019 using data from the period 2014-2018. This is later
used to, first simulate air traffic delays for the year 2019 and, second the economic costs associated
to these air traffic delays for the same year. The combination of three models allows us to display
a simulation of the full distribution of costs of delays (at daily basis) for the year 2019. That is, the
detailed distribution of daily traffic, daily delays and consequently daily costs. This information is
much more detailed that the regular forecast available in the sector. The goodness of fit of the air
traffic estimates for 2019 results in an R squared of 0.73, which is fairly good.

As far as we are aware, this is the first attempt in the literature to offer a complete picture of how
the costs of delay may behave, considering both the distribution of delays as well as different costs
for different costs ranges. Note that the method does not only predict the annual values, but it also
provides estimates for the day to day traffic, delays and costs, taking into account both
deterministic and stochastic parts of the behaviour (i.e. considering the certain and uncertain
movements). Moreover, the proposed methodology generates probability distributions for all
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these. Unfortunately, hourly date for both traffic and delays was not available to enhance even
more the quality of the estimates. This is a caveat of the study presented here. But it is more the
consequence of the difficulty to access hourly data than a problem of the method that could be
easily adapted to work with a much higher granularity of the data.

The information provided in this paper may be of great use for decision-makers to consider
accordingly as it is a very sound method to support decision making in the context of uncertainty.
Therefore, it allows the decision maker to be fully aware of what the implications of different delays
may mean in terms the total costs at daily basis. In fact, having the full distribution allows to
calculate both the 95% percentile as well as the ES (95%) that are well-known measures of economic
risks and have been extensively used in financial economics and are being applied in energy and
adaptation economics more recently. These are quite powerful tools to support decision making
under uncertainty. The measures can be directly used to tailor the risk appetite and plan the
resources needed to avoid certain costs ranges to be exceeded. Even to undertake stress tests of
what would happen in the traffic and delays behave in different (unlikely) ways.

The calculations suggest that for an average cost of 82.70€ per minute in 2017 and 83.18€ per minute
in 2018, overall mean delay costs for 2019 may be up to 280 million €, while in the 5% worst
(unlikely) cases the average damage can be as high as 319 million € only in Germany. These values
can well be used to define a base-line of services needed to be operative to avoid the economic costs
estimated and this guide ANSP planning processes.

Acknowledgements

This research is supported by the Basque Government through the BERC 2018-2021 program and by the
Spanish Ministry of Economy and Competitiveness MINECO through BC3 Maria de Maeztu excellence
accreditation MDM-2017-0714.

References

Abadie, L.M., & Chamorro, ].M. (2013). Investment in Energy Assets Under Uncertainty: Numerical methods
in theory and practice. Springer Verlag, London.

Abadie, L.M., Goicoechea, N., & Galarraga, 1. (2017). Adapting the shipping sector to stricter emissions
regulations: Fuel switching or installing a scrubber? Transportation Research Part D: Transport and
Environment, 57, 237-250.

Abadie, L.M., & Goicoechea, N. (2019a). Powering newly constructed vessels to comply with ECA
regulations under fuel market prices uncertainty: Diesel or dual fuel engine? Transportation
Research Part D: Transport and Environment, 67, 433-448.

Abadie, L.M., & Goicoechea, N. (2019b). Review and analysis of energy storage systems by hydro-
pumping to support a mix of electricity generation with a high percentage of renewables. Dyna,
94(6), 669-675.

Amemiya, T. (1984). Tobit models: A survey. Journal of Econometrics, 24(1-2), 3-61.

Ansuategi, A., Galarraga, 1., Orea, L., & Standfup, T. (2019). Analysis of Cost-Effectiveness in the
Provision of Air Navigation Services at Functional Air Blocks. Competition and Regulation in
Network Industries, 20(4), 305-318.

Artzner, P., Delbaen, F., Eber, ]-M., & Heath, D. (1999). Coherent Risk Measures. Mathematical Finance,
9(3), 203-228.

Barreto Martins, D., & Strambi, O. (2021). Forecasting upon a star: Forecasting or wishful thinking?
Journal of Air Transport Management, 91: 101992.

Basner, M., Clark, C., Hansell, A., Hileman, J.I., Janssen, S., Shepherd, K., & Sparrow, V. (2017). Aviation
Noise Impacts: State of the Science. Noise Health, 19(87), 41-50.

Bezerra, G.C.L,, & Gomes, C.F. (2016). Performance measurement in airport settings: a systematic
literature review. Benchmarking: An International Journal, 23(4).



EJTIR 22(1), 2022, pp.93-117 112
Abadie, Galarraga and Ruiz-Gauna
Flight delays in Germany: a model for evaluation of future cost risk

Bourne, M., Melnyk, S.A., Bititci, U.S., & Platts, K. (2014). Emerging issues in performance measurement.
Management Accounting Research, 25(2), 117-118.

Cavada, ]J.P,, Cortés, C.E., & Rey, P.A. (2017). A simulation approach to modelling baggage handling
systems at an international airport. Simulation Modelling Practice and Theory, 75, 146-164.

Chatelain, P., &Van Vyve, M. (2018). Modeling fair air traffic assignment in the vicinity of airports.
Transportation Research Part D: Transport and Environment, 65, 213-228.

Choong, K.K. (2013). Has this large number of performance measurement publications contributed to
its better understanding? A systematic review for research and applications. International Journal
of Production Research, 52(14), 4174-4197.

Cook, A. (2004). Evaluating the true cost to airlines of one minute of airborne or ground delay. Prepared for
the Performance Review Unit - EUROCONTROL.

Cook, A., & Tanner, G. (2011). European airline delay cost reference values. Prepared for the Performance
Review Unit - EUROCONTROL.

Cook, A., & Tanner, G. (2015). European airline delay cost reference values. Prepared for the Performance
Review Unit - EUROCONTROL.

EUROCONTROL (2019a). ATFM Regulation: a power for good. Understanding how it works. Aviation
Intelligence Unit.

EUROCONTROL (2019b). EUROCONTROL Seven-Year Forecast February 2019. Flight Movements and
Service Units 2019-2025. EUROCONTROL.

Galarraga, 1., Murieta, E., Markandya, A., & Abadie, L.M. (2018). Addendum to 'Understanding risks in
the light of uncertainty: low-probability, high-impact coastal events in cities. Environmental
Research Letters, 13(2), 29401-29401.

Ganid, E., Babi¢, O., Cangalovié, M., & Stanojevié, M. (2018). Air traffic assignment to reduce population
noise exposure using activity-based approach. Transportation Research Part D: Transport and
Environment, 63, 58-71.

Goicoechea, N., Galarraga, 1., Abadie, L.M., Pimpel, H., & Ruiz-Gauna, 1. (2021). Insights on the
Economic Estimates of the Climate Costs of the Aviation Sector due to Air Management in 2018-
19. Dyna, 96.

Harrison, R.M., Masiol, M., & Vardoulakis, S. (2015). Civil aviation, air pollution and human health.
Environmental Research Letter, 10(4).

Herrera Garcia, A., & Moreno Quintero, E. (2011). Strategy for Attending Takeoffs and Landings to
Reduce the Aircraft Operating Costs and the Passenger Delays. European Journal of Transport and
Infrastructure Research, 11(2), 219-233.

Ho-Huu, V., Gani¢, E., Hartjes, S., Babi¢, O., & Curran, R. (2019). Air traffic assignment based on daily
population mobility to reduce aircraft noise effects and fuel consumption. Transportation Research
Part D: Transport and Environment, 72, 127-147.

Hull, J. (2014). Options, Futures and Other Derivatives. 9th Edition, Prentice Hall, Upper Saddle River.

Janssen, S.A., & Vos, H. (2011). Trends in aircraft noise annoyance: the role of study and sample
characteristics. The Journal of the Acoustical Society of America, 129(4), 1953-1962.

Jiménez, E., Claro, J., & Pinho de Sousa, K. (2013). The airport business in a competitive environment.
European Journal of Transport and Infrastructure Research, 13(4), 315-335.

Jin, F,, Li, Y., Sun, Ss., & Li, H. (2020). Forecasting air passenger demand with a new hybrid ensemble
approach. Journal of Air Transport Management, 83, 101744.

Khadilkar, H., & Balakrishnan, H. (2012). Estimation of aircraft taxi fuel burn using flight data recorder
archives. Transportation Research Part D: Transport and Environment, 17(7), 532-537.

Koster, P., Pels, E., & Verhoef, E. (2014). The User Costs of Air Travel Delay Variability. Transportation
Science, 50(1), 120-132.

Maertens, S. (2018). A metric to assess the competitive position of airlines and airline groups in the intra-
European air transport market. Research in Transportation Economics, 72, 65-73.

Mirkovic, B., & Tosic, V. (2013). Airport apron capacity: estimation, representation, and flexibility.
Journal of Advanced Transportation, 48(2), 97-118.

Nikoleris, T., Gupta, G., & Kistler, M. (2011). Detailed estimation of fuel consumption and emissions
during aircraft taxi operations at Dallas/Fort Worth International Airport. Transportation Research
Part D: Transport and Environment, 16(4), 302-308.



EJTIR 22(1), 2022, pp.93-117 113
Abadie, Galarraga and Ruiz-Gauna
Flight delays in Germany: a model for evaluation of future cost risk

Nikoleris, T., & Hansen. M. (2015). Effect of Trajectory Prediction and Stochastic Runway Occupancy
Times on Aircraft Delays. Transportation Science, 50(1), 110-119.

Oliveira, A., Couto, G., & Pimentel, P. (2020). Uncertainty and flexibility in infrastructure investments:
Application of real options analysis to the Ponta Delgada airport expansion. Research in
Transportation Economics, 90, 100845.

Otc¢enasek, J. (2019). Environmental aircraft take-off noise - Sound quality factors associated with
unpleasantness. Transportation Research Part D: Transport and Environment, 67, 366-374.

Performance Review Unit (2019). ATM Cost-Effectiveness (ACE) 2017 Benchmarking Report with 2018-2022
outlook.

Polat, L., & Battal, U. (2021). Airport infrastructure investments and valuing expansion decisions using
the compound real option approach. Journal of Air Transport Management, 91, 102011.

SESAR (2018). Exploring the boundaries of air traffic management. A summary of SESAR exploratory research
results 2016-2018. SESAR Joint Undertaking.

Solvoll, G., Mathisen, T.A., & Welde, M. (2020). Forecasting air traffic demand for major infrastructure
changes. Research in Transportation Economics, 82, 100873.

Standfuss, T., Whittome, M., & Ruiz-Gauna, 1. (2021). “Volatility in Air Traffic Management - How
changes in traffic patterns affect efficiency in service provision”. In: Electronic Navigation Res.
Institute (Ed.), Air Traffic Management and Systems IV. Springer, London, pp. 25-40.

Tascén, D., & Diaz Olariaga, O. (2021). Air traffic forecast and its impact on runway capacity. A System
Dynamics approach. Journal of Air Transport Management, 90: 101946.

Ugarte, M.D., Militino, A.F., & Arnholt, A.T. (2008). Probability and statistics with R. Chaoman & Hall,
CRC Press.

Vaishnav, P. (2014). Costs and Benefits of Reducing Fuel Burn and Emissions from Taxiing Aircraft.
Low-Hanging Fruit? Journal of the Transportation Research Board 2400, 65-77.

Vujovic, D., & Todorovic, N. (2017). An assessment of pollutant emissions due to air traffic at Nikola
Tesla International Airport, Belgrade, and the link between local air quality and weather types.
Transportation Research Part D: Transport and Environment, 56, 85-94.

Wilmott, P. (2000). Paul Wilmott on Quantitative Finance. John Wiley & Sons, Chichester.

Wu, C-L., & Caves, R.E. (2000). Aircraft operational costs and turnaround efficiency at airports. Journal
of Air Transport Management, 6(4), 201-208.

Wu, C-L., & Caves, R.E., 2007. Modelling and simulation of aircraft turnaround operations at airports.
Transportation Planning and Technology, 27(1), 25-46.

Wu, C-L., & Caves, R.E., 2010. Flight schedule punctuality control and management: A stochastic
approach. Transportation Planning and Technology, 26(4), 313-330.

Yim S.H.L. et al, 2015. Global, regional and local health impacts of civil aviation emissions.
Environmental Research Letter, 10, 034001.



EJTIR 22(1), 2022, pp.93-117 114
Abadie, Galarraga and Ruiz-Gauna
Flight delays in Germany: a model for evaluation of future cost risk

APPENDIX A: Stochastic Delay Model Estimations

We can represent the density function of X, given X;_; as in Equation (A.1)

fXe|Xe—q) = AAEN; (X | Xp—1) + (1 — AAE)N; (X | X 1) (A1)

With probability 1At we have a jump and then applies the Equation (A.2):
(Xt—aAt—(l—KAt)Xt_l—uj)z
Ny (Xe|Xeoy) = ———e S (A2)

/271(0'2+a]?)

With probability (1 — AAt) there is no jump and then applies the Equation (A.3):

1 (Xp—alAt—(1-kA)Xp_1)?

No(Xe|Xe-1) = Noroohd 202 (A3)

The parameters 6 = {a, k, 0,4, 1,07} can be calculated minimizing the negative value of the log
likelihood functions as Equation (A.4):

min — 3. log(f (Xe¥e-) (A4)
subject to:

(1-kAt) <1

c>0

g >0

k>0

0<At <1
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APPENDIX B: The Performance of Stochastic Models Versus Basic Approach

To show how the proposed stochastic model performs, we have estimate applying the same
approach: (1) the daily traffic for 2018 based on data from 2014-2017 and (2) the daily traffic for
2017 based on data from 2014-2016.

For the 2018 estimation there are 1,461 daily items with information on air traffic and delays in
Germany. Table B1 shows the deterministic parameters that are used to determinate the expected
values.

Table B1. Deterministic parameters calculated with daily flights 2014-2017

Parameter Value 95% confidence interval

b1 -0.0532 -0.0592 - -0.0473
B -0.1592 -0.1650 - -0.1534
Ba -0.0051 -0.0109 - 0.0008
Ba -0.0410 -0.0468 - -0.0352
Bs 0.0233 0.0197 - 0.0270

Be -0.0660 -0.0743 - -0.0577
By 9.0145 9.0054 - 9.0236

Table B2 shows the stochastic parameters as well as its confidence intervals. Note that the stochastic
part it does not intervene in the calculation of the expected values, but it does in their distributions.

Table B2. Parameters of Stochastic Equation

Parameter Value 95% confidence interval
a 6.165177 5.153-7.1773
K 222.9142 236.6343 - 209.1942
Uj -0.03039 -0.0391 - -0.0217
o 0.447438 0.3762 - 0.5088
a; 0.095894 0.0897 - 0.1017
A 200.4987 178.5581 - 222.4394

Figure B1 shows, the actual number of flights 2018 and the expected flights for the first simulated
path in 2018 using the proposed model.
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Figure B1. Actual Flights 2018 and mean of simulated flights for this year
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Figure B1 shows, the daily actual number of flights of year 2018 and the expected figures for the
same period (deterministic part). It is important to note that the forecasted values are very close
from the actual values at daily basis. This is a very important feature of the modelling effort, that
is, it is not only the total annual estimated data, which is quite reliable, but also the daily behaviour.
The total number of flights predicted for 2018 with this model is 3,266,322.

If we now perform the same exercise for the year 2017 (using the data for 2014-2016), we obtain
that the estimated number of flights is 3,144,460. Table B3 shows the values of deterministic
parameters calculated with this period as well as the confidence interval.

Table B3. Deterministic parameters calculated with data on daily flights 2014-2016

Parameter Value 95% confidence interval

B -0.0532 -0.0592 - -0.0473
B> -0.1592 -0.165 - -0.1534
Bs -0.0051 -0.0109 - 0.0008
Ba -0.0410 -0.0468 - -0.0352
Bs 0.0233 0.0197 - 0.027

Be -0.0660 -0.0743 - -0.0577
B 9.0145 9.0054 - 9.0236

Let us compare the estimated (or forecasted) values for the years 2018 and 2017 using the stochastic
method with the actual data and, also with a basic approach of using earlier year’s data as the
forecast. This is shown in Table B4 below.

Table B4. Actual and forecasted number of flights

Years Forecasted Flights Forecasted Flights Actual Difference (%) Difference (%)
Stochastic Model Basic Flights Stochastic-Actual Basic-Actual

2017 3,144,460 3,118,818 3,222,709 -2.4% -3.2%

2018 3,266,322 3,222,709 3,359,668 -2.8% -4.1%

The calculations clearly show that when the stochastic method is applied, the difference between
the forecasted and the actual one is significantly smaller (between 25% to 32%) than when the basic
approach is used. That is, the stochastic model predicts better than just using the basic approach of
using the year before as an indicative of what the year will look like. This is also true if one takes
into consideration daily behaviour. And more importantly, note that the greater the volatility the
better the stochastic model performs with respect to more basic approaches (Hull, 2014).
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APPENDIX C: Real Data and Simulations

Note that while Figure 10 depicts the actual data 2014-2018, Figure 11 is obtained from the five first
simulations for 2019. Therefore, the calculations represented in Figure 11 are affected by two
factors:

a) Different values in the number of flights as compared with actual data 2014-2019
because we are using estimated values for 2019.

b) Only five of the 20,000 simulations are shown because it is not possible to depict all of
them in a single “readable” figure. The simulated delays 2019 are calculated using the
parameters of period 2014-2019.

If we now estimate the values of parameters calculated with actual data shown in the Table below,
we can show that in both cases the predicted delays are zero for flights values lower than 7,203
with a slope of 4.351592 for larger values. This is the case of a mean value of the 20,000 simulations.
For simulation purposes the same volatility was used with actual data.

Delays  Coefficients
Traffic 4.351592
_cons -31,344.22
/sigma 8,701.598




