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 Executive Summary 

Study Objectives 
The objective of this analysis was to provide an economic evaluation of the impact of air service on 
small metropolitan and rural communities.  The specific goal of the analysis was two-fold:  1) to 
identify any significant economic structures that are common to small cities, but not common to 
similar cities without air service;  2) to determine local perceptions of the utility of air service that 
small cities are receiving.  Since many of the communities that fit the study objectives are either 
unserved or served through the Essential Air Service program, the sample of communities draws 
heavily from communities that are part of this program. 
 

Background 
One of the major problems in linking transportation and economic development is that there has been 
a focus on specific modes rather than the transportation system as a whole.  Thus air service is seen as 
a separable category from public and private highway transportation or rail systems.  This is 
unfortunate because it suggests a view of the modes as competitors and, only rarely, as complements. 
Hence, in viewing scheduled air service and its role in economic development, care must be taken to 
explore implications beyond the mere physical infrastructure and airline service of the airports and 
focus on connectivity in a broader sense.   
 
Communities without access to the national air system (via scheduled carriers from their local airport) 
are perceived and perceive themselves at a competitive disadvantage in their ability to attract and 
retain business.  However, there has been very little quantitative articulation of this assertion:  do 
communities without scheduled air service fare less well, economically, than those with service?  
What role does the quality of this service play?  Is it possible to consider non-air links to the national 
air system that would still enable a community to compete effectively?  A major difficulty stems from 
an inability to define what is meant by the term: good air transportation access.  Too often that has 
been implied to mean, at a minimum, scheduled air service with 19-seat aircraft.   
 
A second issue surrounds the application of a system that might be used to compensate for 
imperfections in the market.  Assume that there was no Essential Air Service (EAS) program:  would 
one be necessary and, if so, how should it be applied?  Are the current criteria appropriate or should 
broader considerations be employed? 
 
While one might consider multi-modal options for movement of passengers for distances of less than 
150-200 miles, air becomes a dominant option when distances expand to 500 or more miles.  In the 
central and western parts of the United States, lower population densities, more extensive distances 
between urban centers, and a less diversified economy present different options and challenges.  In 
such circumstances, the ability of transportation firms to structure an economically competitive 
pattern of service linking these communities and the rest of the country would be materially enhanced 
by the consolidation of service areas.  Thus, concepts such as regional airports would make economic 
and logistical sense for many parts of these regions, but typically are difficult to promote because of 
the intense parochial interests of the individual communities.  The community-based airport with 
scheduled service is perceived as an essential ingredient to any development strategy, and thus 
communities are reluctant to cede control to a regional airport – even when presented with the type of 
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evidence gathered in this study that suggests very low levels of community patronage of the local 
airport.  
 
In the rural Midwest, the challenges are different in that options do exist, namely to drive to a nearby 
hub, but many of these communities face the problem of losing identification if scheduled air service 
is withdrawn.  In many ways, air service to these communities is viewed much the same way that the 
larger metropolitan communities consider the presence or absence of a major sports franchise. 
 

Methodology 
It was postulated that communities that have their own local air service would show economic 
benefits of the EAS program in some form.  If the quantity and quality of air service are perceived by 
local businesses and travel agencies to be ineffective in their present form, there is less likelihood of 
finding significant differences in the economic structures of communities that have air service versus 
those that do not.  In other words, if the product is not attractive enough for people to find it superior 
to alternatives, and therefore to use it, the product will appear to have no more value to the 
community than if it did not exist at all. 
 
Economic Comparison Methods 
Three methods of measuring and comparing economic structures and growth in communities with and 
without air service were used in this analysis:  

 Sample Community Selection 
 Shift and Share Analysis 
 Peer Analysis 

 
Sample Community Selection - In making a choice of communities, several factors were considered.  
First, attention was directed to the need for representative geographical coverage.  Communities were 
selected from four quadrants, reflecting the northwest, southwest, northeast and southwest of the 
United States, centered roughly in the lower Midwest.  Secondly, a variety of community types was 
chosen:  small, isolated communities, communities within driving distance of one or more hubs, as 
well as small metropolitan communities.  Twenty-seven communities were selected; these are shown 
in figure 1. 
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Figure 1: Survey and Comparison Counties 
 
 
Shift and Share Analysis - Shift and share analysis has been employed in many empirical studies that 
attempt to uncover the differences in growth across regions.  For this study, it is desirable to measure 
the economic growth of communities that have air service versus similar cities that do not.  In order to 
identify the components of regional growth, shift and share analysis emphasizes the part of regional 
growth or decline in an industry (sector) that is specific for the region.  Regional growth is divided 
into three components: 1)  National Share; 2) Industrial Mix, and 3) Regional Shift.   
 
The national share indicates that a part of a region’s growth is influenced by the growth of the 
national economy as a whole.  The industrial mix component implies that another part of regional 
growth in an industry results from the growth of that specific industry at the national level.  The final 
component, regional shift, captures the regional specific growth of an industry that cannot be 
accounted for by the growth of that industry at the national level.   
 
The shift and share analysis was able to segment each of the sample communities into one of three 
categories: 1) balanced growth or decline, 2) skewed growth or decline, and  3) mixed growth or 
decline.  However, once these community groups were identified, there was no method of explaining 
the causality of the growth or decline in the communities, and thus a further analytical step was 
needed: peer analysis. 
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Table 1 - Growth Rate Differences between Each Sample Community and its Peer, 1978-1995 

 
 
 
Sample County 

 
 
 
Airport 

 
 
 
Peer 

Growth rate 
Differences 
in Total 
Employment 

Tuscaloosa, AL Tuscaloosa New Hanover, NC* -0.26 

Mohave, AZ Bullhead City Levy, FL 0.83 

Yavapai, AZ Prescott Volusia, FL* 0.88 

Garland, AR Hot Springs Moore, NC -0.12 

Riverside, CA Blythe Ocean, NJ 0.31 

Sonoma, CA Santa Rosa Santa Cruz, CA 0.13 

Montezuma, CO Cortez Colfax, NM 0.47 

Clarke, GA Athens Strafford, NH 0.02 

Cerro Gordo, IA Mason City Webster, IA* 0.21 

Wapello, IA Ottumwa McKean, PA 0.00 

Barton, KS Great Bend Davison, SD -0.21 

Shawnee, KS Topeka Lanscaster, NE* -0.16 

Knox, ME Rockland Caledonia, VT 0.22 

Alpena, MI Alpena Charlevoix, MI -0.33 

Washington, MS Greenville Sumter, GA -0.41 

Hill, MT Havre Toole, MT 0.05 

Roosevelt, MT Wolf Point  Phillips, MT -0.17 

Box Butte, NE Alliance Franklin, WA* -0.32 

Otero, NM Alamogordo Camanche, OK* 0.11 

Ramsey, ND Devils Lake Stutsman, ND* 0.13 

Williams, ND Williston Dawson, MT 0.28 

Brookings, SD Brookings Holt, NE 0.37 

Unitah, UT Vernal Lea, NM* 0.21 

Rutland, VT Rutland La Crosse, WI* -0.11 

Grant, WA Ephrate/Moses Lake Sutter, CA -0.16 

Raleigh, WV Beckley Randolph, WV -0.21 

Washakie, WY Worland  Weston, WY -0.13 

Note: * indicates presence of an airport with scheduled air service 
 
Peer Analysis - The basic premise of the methodology is the idea that when one evaluates the 
economic performance of a community, one should do so with a reference group that makes sense.  
The shift and share analysis described earlier compares the community with the country as a whole; it 
provides a useful benchmark for assessing a community’s performance in a national context.  
However, as noted earlier, communities, even with similar economic structures, experience 
differences in economic performance, but how does the performance vary across comparable 
communities?   
 
Variables considered in this analysis included relative location of the community (for example, with 
reference to the nearest large metropolitan area), population potential (the opportunity to interact with 
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population within a given radius), growth rates of population, income, income per capita, income 
transfers, dividends and interest income, the unemployment rate and the percentage of the adult 
population with a high school education.   
 
Hence, in the search for comparable communities, a complex algorithm is used to identify as many 
commonalities as possible; a perfect match is never possible since there are no two communities with 
exactly the same characteristics.  The algorithm finds the best match, given all the various limitations 
imposed by data availability;  as in the case of the shift and share analysis, the search process is 
conducted at the county level.  While the search for the choice of peers was initially restricted to 
communities with no scheduled air service, some of the resulting matches were often of a very poor 
quality;  the restriction was removed for less than one-third of the cases.  Those are noted in table 1.  
However, their inclusion did not affect the results. 
 
Rather than generating a potentially biased picture by taking a snapshot comparison of 1995 and 1978 
employment levels, total employment growth rates for each community and its peer were calculated 
for the periods 1978-79, 1978-80, 1978-81 and so on through 1978-1995.  The growth rates were then 
compared statistically and the mean difference is shown in the last column of Table 1.  Thus for 
example, over this period, Tuscaloosa County grew an average of 0.26% per year less rapidly than its 
peer (New Hanover) but, statistically, this difference turned out not to be significant.  Overall, there 
are few significant differences between the sample county and its peer; when the experience for the 
whole period (1978-1995) is evaluated (Table 1), this finding is reinforced.  Twelve of the sample 
communities experienced lower growth rates in total employment over the period in question, with the 
remaining sample communities growing faster, but the mean differences are small and not statistically 
significant.  Employment was chosen as the comparison variable since it is the most widely reported 
economic variable at the county level. 
 
Survey Data 
While there is a great deal of anecdotal information about the role of air service, particularly to small 
communities, this information is not suitable for either comparative analysis or for framing responses 
to existing and proposed legislation.  To address this problem, a set of sample communities was 
chosen from throughout the United States and two survey instruments were administered, one to 
businesses and one to travel agents.   
 
Business Surveys - Of the 25 communities surveyed, responses were received from 18, with an overall 
response rate of about 20 percent (normal for these types of studies).  It would be surprising if there 
had been unanimity in the responses but some preliminary findings indicate that local businesses 
believe: 

 Overall air service at local airports is not meeting their needs 
 The lack of good airport access hinders local economic development 
 The major shortcomings are inconvenient schedules, high-ticket costs, small aircraft, 

and lack of destination choice. 
 
Travel Agency Survey - A separate survey was sent to travel agents located within the 25 sample 
communities.  A 24 percent response rate was recorded, with travel agencies in 16 cities responding.  
As with the business survey, a number of important issues emerged.  These issues complement the 
responses from the business community, and will help guide the analysis through the critical 
evaluation of air service to small communities. 
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 Travel agencies report that 92.6 percent of the airline tickets they sell are for airports 
other than the local airport.  People are driving in vast numbers past the local airport 
to distant airports to begin the air portion of their trips. 

 Unreliable service and high fares are the top two reasons that cause people to drive to 
alternate airports. 

 Good air transportation access to rural communities is defined by responding travel 
agents as: 

- Lower airfares with greater competition 
- Driving less than 2-3 hours to a full service airport, especially an airport that is 

served by a low-fare airline 
- Jet service - larger aircraft 
- Frequent flights/good connections 

 
Local travel agencies recognize the need for low priced, reliable service that serves hubs desired by 
local area residents.  Business travelers are less forgiving of unreliable service, but both business and 
vacation travelers are heavily influenced by fare levels in making their travel decisions. 
 
Survey Assessment - There is considerable consistency in the responses from both travel agents and 
businesses; since many of the travel agents derive over half of their revenue from the business sector, 
it should not be surprising that the two groups share similar views; after all, the travel agent is 
probably the first one to whom the business person would complain.  The low patronage of local 
airports suggests that the problems reported by the business community should not be dismissed as 
random or biased complaints.  Clearly, the residents, both business and leisure travelers, who are 
voting with their automobiles and choosing to bypass local airports, are willing to experience a longer 
ground transportation time to seek higher quality service at the nearest hub airport.  The combination 
of reasons for this behavior stems from a bundle of characteristics that, while weighted differently by 
individuals, combine to form a very consistent overall message:  Air travelers and potential air 
travelers in rural communities believe they are not being provided with good air transportation 
access. 
 

Conclusions 
 
The existence of local air service (whether patronized or not) could be viewed as an important 
component in a community’s economic development profile by community leaders 
 
The shift and share analysis reveals significant differences in economic structure and performance 
when measured against the United States economy as a whole.  However, when the communities are 
compared with their peers, the differences tend to be very small.  Taken in aggregate, one can 
conclude that the presence of air service may have helped many of these communities avoid lagging 
behind their peers.  It was noted in the introduction that the problem with transportation impact 
assessment is the lack of a clean line of cause and effect between the presence of an airport and 
economic development; however, the interpretation of the peer analysis together with the survey 
results would suggest that the existence of local air service (whether patronized or not) could be 
viewed as an important component in a community’s economic development profile by community 
leaders.  In the urban transportation literature, there is a parallel concept, the notion of an option 
demand to explain why individuals who do not use public transportation on a regular basis may 
nevertheless support its existence.  In essence, they have the option or alternative in the event that 
other forms of transportation (such as their private vehicle) are unavailable.  Local air service may be 
viewed in this fashion by many businesses, especially as a means for suppliers/clients to reach them. 
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The effectiveness of the air service is not being felt in at least half of the sample communities   
 
The fact that the peer analysis did not result in significant differences in economic performance 
between communities with air service and similar communities without, suggests that the 
effectiveness of the air service is not being felt in at least half of the sample communities.  A critical 
next step, however, would be to ascertain whether the apparent lack of economic impact is attributable 
to an unsatisfactory quality or level of air service being provided.  Key to the effectiveness is the use 
of the service by businesses and to a lesser extent, pleasure travelers.   
 
Despite a business orientation in favor of the local airport, patronage was less than 10 % 
 
Perhaps the most startling finding from the survey analysis is the contrast between the apparent 
business orientation in behalf of a local airport, the need for better service, with greater destination 
choice, lower fares and so forth and the findings of the travel agent survey that records patronage of 
local airports at less than 10%.  The leakage problem is endemic throughout the lower orders of the 
passenger air service system in the United States.  The disconnect between business advocacy of local 
airports as one of the keys to the promotion of local economic development and the apparently low 
patronage of the local airport reverberates as a major issue in the assessment of the role of airports and 
in the formulation of programs designed to stimulate enhancements to service provision in rural 
America. 
 
Service needs, both in quantity and quality, are not being met 
 
Another important finding is the universality of the attitudes towards local service, reflected in both 
the business and travel agent questionnaires.  There is a general sense that there is some threshold of 
service, both in quantity and quality terms, that is not being met at many of these airports.  While the 
precise combination may vary, it is usually a bundle of attributes that combines frequency of service, 
quality of service (including timely departures), destination choices, reliability, aircraft size and price. 
 
Americans have come to expect a quality of service that is obviously not being met in many cases by 
commuter airlines.  The survey responses and other evidence clearly points to an increasing case of 
prop avoidance, and not just for the reasons of size.  Safety perceptions, especially weather-related 
issues, and comfort (the lack of restrooms, aircraft access, especially for the handicapped) tend to 
dominate, leading to significant local leakage.  This tendency, combined with the increased costs to 
the regional airlines associated with their regulation as FAR Part 121 carriers, may well sound the 
death knell for 19-seat airline service in the United States. 
 
New initiatives, including a revised EAS system, are needed 
 
The responses to the questionnaires and the other evidence assembled suggest the need for some new 
thinking about the way in which air service is delivered to non-metropolitan America.  While there 
may be some opportunities for fine-tuning existing programs, such as EAS, some new, innovative 
initiatives may be needed.  In part, the existing network configuration is likely to change over the next 
decade in some significant ways.  First, most analysts believe that there will be additional 
consolidation in the industry leading to greater monopoly and oligopoly power at hub airports.  
Secondly, with the expected release of landing slots at several major airports, reconfiguration of 
networks is likely to follow.  Thirdly, the disappearance of 19-seat aircraft, along with the widespread 
introduction of regional jets, will change the geography of connectivity in ways that will be as 
significant as the reintroduction of the hub and spoke system after deregulation. 
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Effective air service to small-community airports is facing increasingly cost-prohibitive obstacles 
 
Based upon the research and analysis undertaken in this study, it is clear that the delivery of effective 
air service to small-community airports is facing increasingly cost-prohibitive obstacles.  Even with 
the subsidy provided by the EAS program, some of the service points are overpriced and under-
utilized.  Vast numbers of air travelers are voting with their cars and driving past the local small-city 
airports to distant hubs to begin the air portion of their trips.  Some of this leakage problem is related 
to the lack of frequency of service, but the survey results for the study indicate that most is a function 
of price and service reliability.  The problem has been exacerbated by dramatic changes in the 
community airline industry over the past two decades.  Included in the mix of problems would be Part 
121 requirements, the increasing influence that major airlines play in terms of alliances, and code-
sharing and so forth.  Public perception of 19-seat aircraft as an unattractive means of transportation 
makes it difficult to compete effectively in local markets when jet alternatives at larger nearby hubs 
are available.  In addition, communities have difficulty attracting competitive bids from airlines while 
commuter airlines themselves have had their own problems, one prominent one of late being their cost 
of training and retaining pilots.  

 Provide on-time service 
 Provide competitive prices 
 Improve flight completion performance 
 Promote the service within the community 
 Seek feedback from users concerning their air travel needs. 

 
 

Recommendations 
 
1. The economics of air service suggest that for many small communities, absent participation in 

some form of federal subsidy program, continued air service may no longer be feasible.   
 
The business and leisure travelers, with enhanced access to fare and schedule information (via the 
Internet), can no longer be considered local “captives” as far as patronage of local air service is 
concerned. Communities resist discussion of regional airports, but they may offer the only attractive 
proposition for retaining any form of scheduled air service. The travel agent survey pointed out that an 
overwhelming proportion of local residents are already engaged in their own form of multi-modal 
travel – using private cars to access a perceived higher level of service at a nearby hub airport.  Thus, 
the issue here is not whether the competition is between a local and a hub airport (the latter has 
captured the market), but the probability that a regional airport would offer significant competition to 
the hub airport that is now patronized. 
 
2. The current EAS subsidized program should be modified. 
 
A second issue focuses on whether demonstrable economic benefit can be ascribed to a local airport 
such that the state or local community should consider some form of partnership with federal agencies 
to provide subsidies to maintain the service.  However, the study results highlight the problem that the 
issue is not merely service versus no service but the quality of that service.  Subsidizing an existing 
service level, from whatever sources, avoids the fundamental problems that have been highlighted; 
any subsidy program needs to address the service provision issue at the outset.  For example, several 
communities agreeing to explore the subsidy of a regional jet service in a regional airport may provide 
a threshold of service that would compete with a local hub.  It is unlikely that non-jet service would 
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be attractive (once in a car, a local resident would be more likely to drive the extra distance to the 
nearest hub airport to patronize a more extensive service). 
 
In order for the EAS program to be effective, there must be some common understanding by all 
stakeholders (airlines, communities, DOT and Congress) of how the national system should function.  
In other words, for cities like Alpena, Michigan that have grown off subsidy, what was the real market 
need, how was it determined, and how was it ultimately served?  Are there other success stories in the 
nation waiting to be discovered, once the direction and correct type and price of service is provided?  
On the other hand, are there EAS cities that would not miss the cessation of service and as such 
should not be receiving it?  Answers to these questions can only be ascertained through a process of 
understanding the real demand for air transportation at each of the EAS service points, independent of 
current performance.  This implies a systems analysis of each EAS point to determine the merit of 
maintaining EAS. 
 
This study pointed out that the European experience is in many ways incomparable to the United 
States.  In this regard, the European public service obligation routes and contracts so far support 
generally larger communities and larger aircraft than the equivalent United States program.  The 
appropriateness of higher levels of subvention for use of larger aircraft to generally larger 
communities has to be examined against a background of greater availability of surface transport 
modes in more densely populated environments.  Such is not the case, particularly in the rural United 
States. 
 
In order to develop an effective program in the United States, a systems analysis should recognize at 
least 3 levels of EAS service points: 1) those with potential to grow off subsidy, 2) those that will not 
grow off subsidy but require continued subsidy for safety net reasons of social, financial, medical 
services, etc. 3) new EAS points not originally included in the program but which could be viable 
service points.  This last category would require a revamping of the program, but eligibility 
requirements could be set at that time that would make it easier to discontinue service where EAS has 
very little value and to improve service where it is more worthwhile. 
 
For those cities that may have the potential to grow off subsidy, there should be analysis that indicates 
the best level of frequency, equipment, price, hub city, etc., for the service to become self-sustaining.  
Bold proposals such as that of Mt. Vernon, Illinois, proposal to buy additional (but subsidized) slots at 
O’Hare for a minimum two-year period and then either become self-sufficient or lose service may be 
one method of growing cities off subsidy.  Others may require a longer period, but these should be 
able to show positive traffic and revenue yield gains over time. 
 
For those cities that cannot grow off subsidy but whose isolation suggests that some local service 
should be maintained, there needs to be a determination if a safety net can be justified.  This principle 
underlies the whole EAS program.  However, there needs to be a better mechanism for distinguishing 
between cities that need subsidized air service and cities that do not need subsidized air service.  Both 
may be incapable of self-support, but the need for air service must be demonstrated in a better manner 
than it is in the current program. 
 
This leads into the third category of city - the new EAS point.  In order to address the growth and 
shifts in markets and population centers that have occurred since 1978, a re-evaluation of the EAS 
program is needed.  The original list of EAS communities established in 1978 reflected a vastly 
different nation than today’s. There have been many changes in the way in which populations are 
distributed, businesses are conducted, products and services are delivered, and particularly in the 
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manner in which airlines are operated.  There is little doubt that in the 20 years since the program was 
initiated, new opportunities have emerged, while some previous opportunities have vanished.  The 
EAS program needs to be re-calibrated in order to account for such shifts. 
 

Future Actions 
 
Our survey results indicated that there is measured dissatisfaction with the current quality of air 
service to rural communities.  Because of this, the next steps could incorporate several options, from 
little or no action to full-scale revision of the programs designed to significantly enhance air service to 
rural America: 
 

 Minor Adjustments: One course of action would be to examine each rural service point, 
develop relative measures of performance and then make small adjustments to achieve some 
minimum set of objectives.  The program would remain in its current form, and marginal 
improvements would be sought for EAS cities based upon relative performance measures. 

 
 Systems Analysis: This course of action would be to develop a comprehensive understanding 

of the current rural system demand and how airline services are currently delivered to final 
users.  Differences between actual passenger demand and current airline service options 
would be the source for corrective action.  

 
 Program Revamping: This course of action would start with a clean slate and assume none of 

the current EAS service patterns.  For the development of a new program, the system would 
be built from the ground up; this program would develop the optimum number of the new 
program-sponsored airports, the optimum service patterns and equipment types, and the 
optimum costs and fare structure.  In this approach, regional airports, new program points, 
and discontinued existing EAS points would all be possible. 

 
If the ultimate direction of government involvement is to promote more responsive air service for 
rural communities, it will require legislative and policy-level action.  This study has attempted to 
assess the value of air service to the economies of rural communities as one consideration in 
reassessing the federal government’s appropriate role in supporting and promoting such service.  In 
that context, the study has made quantitative and qualitative assessments of the system, and 
recommended several different approaches to the issues.  The selection of an approach for addressing 
the issues will revolve around the federal government’s policy objectives and future funding for EAS 
and related programs. 
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1. Introduction  
 

1.1 Overview of the objectives 

Measuring the economic impact of transportation systems on an economy has proven to be a   

difficult and, at times, elusive undertaking.  In contrast to many aspects of the economy, 

transportation demand is most often a derived demand – it provides the mechanism through 

which supply and demand are able to be satisfied or the means to place a prospective client in 

contact with a salesperson.  Furthermore, expenditures on transportation by most sectors of the 

economy are small in comparison to wages and salaries, yet in absolute terms they amount to 

many billions of dollars.  A recent estimate by the Bureau of Transportation Statistics1 suggests 

that 11% of the nation’s GNP in 1995 could be attributed to the transportation sector.  However, 

measuring the impact proves to be a little more difficult than calculating the impact of a new 

firm on a region’s economy.  In the latter case, it is possible to trace the direct impacts (numbers 

of jobs created in the firm) and the indirect impact (such as the ripple effect associated with the 

expenditures of wages and salaries by the firm’s employees).  Now consider the role of the 

region’s airport system;  while there are the obvious impacts that parallel those for the firm 

noted above, there are other impacts that may be just as important.  For example, would that new 

firm have located in the region without the presence of an airport?  Will the firm’s growth be 

affected by its ability to move employees/clients/salespeople efficiently to other locations on a 

regular basis – in other words, is the quality as well as the quantity of air service important?  

What is meant by good access in transportation terms and what is its role in economic 

development?  How well does the current hub and spoke system serve rural and small 

metropolitan America? 

These are some of the motivations behind the analysis reported in this document;  the 1990s 

have seen some significant changes in the structure of transportation in general and air service in 

particular.  Furthermore, changes in legislation, in the role of government in the air system and 

changes in the way in which the air service is delivered to non-major-metropolitan America 

                                                 
1 See American Association of State Highway and Transportation Officials, Transportation and the Economy:  
National and State Perspectives, Washington, DC, May 1988. 
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(such as the introduction of regional jets) are likely to create new impacts on economic 

development. 

While one of the primary needs for this exercise was an assessment of air service from the 

perspective of the Essential Air Service (EAS) program, the focus was broadened to explore the 

issue as one facing rural and small metropolitan communities.  If pending legislation2 before 

Congress is turned into law, the scope of federal involvement in airport development in general 

(including infrastructure) will expand. 

1.2 Nature of the EAS program  

The EAS program has provided a transportation safety net for small communities that might 

have lost air service in the wake of de-regulation initiated in the 1970s and 1980s.  In the current 

climate of market-based initiatives and a diminished role for government, the program has been 

subjected to considerable scrutiny.  While part of the objective of this present analysis was to 

explore the nature of air service in communities that are presently covered by EAS or might be 

potential candidates, it was felt that this perspective was too narrow.  Accordingly, the scope of 

analysis was broadened to view air service in its role in economic development. 

1.3 Role of airports in economic development 

Chapter 2 of this document will explore this theme is much greater detail;  here, some general 

remarks are in order to set the analysis in a broader context.  One of the major problems in 

linking transportation and economic development is that there has been a focus on specific 

modes rather than the transportation system as a whole.  Thus air service is seen as a separable 

category from public and private highway transportation or rail systems.  This is unfortunate 

because it suggests a view of the modes as competitors – and only rarely, as complements.  

Hence, in viewing airports and their role in economic development, care must be taken to 

explore implications beyond the mere physical infrastructure of the airports and focus on 

connectivity in a broader sense.  In this regard, the role of regional airports assumes 

considerable importance with access here implying both air connections on the one hand and 

land-based connections on the other hand. 

                                                 
2 HR   and S  are two examples. 
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In developing the survey instruments, some attention was devoted to non-air components of 

local air service and it seems that the responses suggest that it is here that more attention needs 

to be given when the role of airports is evaluated. 

1.4 Outline of the report 

In the next chapter, more attention will be directed toward the role of airports in economic 

development;  Chapter 3 will provide an overview of the European experience and the role that 

air service to communities of comparable size as the ones considered in the US is considered.  

The formal analysis begins with Chapter 4;  here, the survey instruments, sample size, and 

specific communities chosen will be presented.  Chapter 5 will document the economic 

performance of these sample communities in the last decade – in two ways.  In the first case, 

comparison is made with the US economy as a whole and in the second case, an innovative 

approach, termed peer analysis, is used.  The sampled communities are paired with sister 

communities that share similar characteristics to try to assess whether there have been any 

significant differences in economic performance.  The survey results are presented in Chapter 6;  

attention is directed to the major findings, while the detailed responses are provided in an 

appendix. 

Chapter 7 attempts a synthesis – what have we learned and what can we add to the discussion 

about the role of airports in development.  This discussion provides the basis for some policy 

implications in Chapter 8 and some important next steps in the on-going evaluation of air 

service. 
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2. Airports and Economic Development 

2.1 Role of Transportation 

The transportation system plays a multifaceted role in the economic development of most 

countries.  While attention is usually directed to the role of different modes in the movement of 

goods, services and people within and between countries, there are additional roles whose 

economic impacts extend far more extensively and generate as much or more economic impact 

than the mere commodity/people movement aspect of transportation.  These additional roles 

may be categorized in the following way: 

Construction of and maintenance on transportation networks 

Construction, purchases and sales, including servicing, repair and ancillary activities 

associated with transportation vehicles 

Role of transportation systems in the location of economic activity 

When these roles are considered, transportation’s impact on the economy expands significantly.  

If attention is directed to the role of transportation in terms of its contribution to Gross Domestic 

Product (GDP), then the sum of vehicle production, transportation services and motor vehicle 

repair provide between 6 and 7% of GDP.  However, every sector of the economy purchases 

transportation services and most purchase transportation equipment.  As far as transportation 

services are concerned, the average sector expends 2.6% of total purchases on these services, 

with some sectors, such as stone, clay and glass products, expending as much as 6%.  

Furthermore, within consumer expenditures, that account for just under 70% of GDP on the 

expenditure side, transportation-related activities account for a significant portion, as shown in 

table 2.1. 
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Table 2.1: Major Components of Consumer Expenditures 
[Entries show the percentage allocation of an average dollar] 

Food 17% 
Housing 15% 
Medical 14% 
Housing Operations  12% 
Transportation 12% 
Clothing  7% 

 
However important the economic-impact considerations, attention in this report will be directed 

to the more difficult measurement issues of the impact of the transportation system on economic 

development.  The review will proceed as follows.  In the next section, a general overview of 

some the pressing issues will be described;  particular attention will be directed to changes in the 

economy and to some evidence of the influence of transportation on economic development.  

Thereafter, a series of issues will be described in turn – the system and rural areas, the role of 

intermodal systems, market versus non-market orientation, the role of regional airports and an 

introduction to Report No. 2 that will explore the European experience in greater depth. 

 

2.2 Articulation of the issues 

In the evolution of transportation systems, communities have seen the essential role that is played 

by their connection to the newest transportation network.  First, it was the railroad connection, then 

access to the freeway system and now access to the national air system.  Communities without 

access to the national air system (via scheduled carriers from their local airport) are perceived and 

perceive themselves at a competitive disadvantage in the competition to attract and retain business.  

However, there has been very little quantitative articulation of this assertion – do communities 

without scheduled air service fare less well, economically, than those with service?  What role does 

the quality of this service play?  Is it possible to consider non-air links to the national air system 

that would still enable a community to compete effectively?  A major difficulty stems from an 

inability to define what is meant by the term: good air transportation access.  Too often that has 

been implied to mean, at a minimum, scheduled air service.  However, take the case of Jonesboro, 

AR;  the EAS route involves one intermediate stop prior to reaching Dallas.  Is the quality of this 

service such that the appellation good air transportation access can be applied?  In this study, these 
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issues will be addressed through an evaluation of the economic performance of different sets of 

communities.   

A second issue surrounds the application of a system that might be used to compensate for 

imperfections in the market.  Assume that there was no Essential Air Service (EAS) program;  

would one be necessary and, if so, how should it be applied?  Are the current criteria appropriate or 

should broader considerations be employed? 

Some basic assumptions will underlie this study.  The first is that there is a strong, symbiotic 

relationship between the transportation system and economic development.  It is not clear in which 

direction cause and effect move – probably simultaneously in both directions – but there is general 

agreement that the two are related.  However, this begs the question about (a) optimal timing of 

investment in transportation infrastructure; (b) the embodied nature of advantages of one mode 

versus other modes and (c) how can one determine whether it will make a difference?  For 

example, a recent analysis in the Chicago metropolitan region revealed that if one assumes a 

relationship between enplanements and employment, then the region faces the prospect of a 

decrease in employment levels of 6% by 2010 (275,000 jobs) and 11% by 2018 (522,000) over 

base-level projections in which no air capacity constraints were assumed.  While one could focus 

on the problems of these (in)actions on the Chicago region, these constraints would ripple 

throughout the national air network and especially to communities now linked to the Chicago hub.  

In the last several years, many Midwest communities have seen their air service to Chicago 

eliminated or provided by one carrier instead or two.  The prospects for further erosion or these 

linkages seem high, with the greatest impact being felt by small and middle-seized metropolitan 

communities. 

This transformation of the air service network, with greater concentration of carriers and linkages 

(O-D pairs), comes at a time when the economic transformation of the economy has been moving 

in the opposite direction.  Research conducted by the Regional Economics Applications 

Laboratory, using the Commodity Flow Statistics produced by the Bureau of Transportation 

Statistics, has revealed that trade between the states of Wisconsin, Illinois, Indiana, Michigan and 

Ohio in 1993 rivaled that of NAFTA (US-Canada-Mexico trilateral trade), with in excess of $250 

billion of commodities moving between the states and an even larger amount circulated between 
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located within these states.  In the last two decades, firms have reorganized their production 

structure to optimize scheduling;  it is not uncommon to find significant cross-state movement of a 

commodity associated with the addition of components before it is delivered to its end-use.  In part, 

this spatial re-organization has been facilitated by significant real decreases in transportation costs 

(especially trucking costs since de-regulation in the 1970s and 1980s);  in part, it also reflects a 

trend towards greater concentration of ownership in the production system.  Evidence for this is 

derived indirectly – a great deal of the flows represent intra-industry flows (commodities moving 

from an establishment to another establishment within the same industrial category) rather than 

flows from one industrial sector to another.  In addition, the average internal multiplier for each 

sector has been decreasing over time – implying less reliance on within-state purchases and greater 

dependence on out-of-state sources. 

Many small and middle-sized metropolitan communities have shared in this economic 

transformation;  while the numbers of manufacturing employees may have shrunk, the remaining 

establishments are now nationally and internationally competitive.  Complementary service 

activities have grown and flourished.  All this development has given rise to increased demands for 

intercity air travel, as there is now increased need to be in contact with suppliers who are located in 

other states. 

The major concern is whether any erosion in the air system would serve to undermine the continued 

economic health and vitality of this region.  As a result, the proposed survey questionnaire will 

address targeted questions to the business community that focuses on their O-D needs as far as air 

travel is concerned. 

In the central and western rural parts of the US, air service has become to be regarded as the main 

means of connecting dispersed populations and as one of the major components of any 

development strategy that seeks to preserve or even enhance rural America.  The issues here are 

different and, consequently, the questionnaire will address other concerns.  Some of these will be 

discussed in the next section. 

2.3 Ways in which the system serves rural areas 

While one might consider multi-modal options for movement of passengers for distances of less 

than 150-200 miles, air becomes a dominant option when distances expand to 500 or more miles.  
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In the central and western parts of the US, lower population densities, more extensive distances 

between urban centers and a less diversified economy present different options and challenges.  

Here, issues of meeting threshold levels of daily demand to facilitate economically competitive air 

service are major challenges – yet the extant connections serve as major sources of linkage between 

these communities and the region with the rest of the country. 

Concepts such as regional airports (see Section 2.6 below) are probably not feasible for many parts 

of these regions.  The community-based airport with scheduled service is seen as an essential 

ingredient to any development strategy.  The sampling program will target a selection of 

communities with and without service to chart their progress over the last decade and to assess 

whether there are any discernible trends. 

In the rural Midwest, the challenges are different in that options do exist – namely to drive to a 

nearby hub but many of these communities face the problem of losing identification if scheduled air 

service is withdrawn.  In many ways, air service to these communities is viewed much the same 

way that the larger metropolitan communities consider the presence or absence of a major sports 

franchise. 

 

2.4 Role of intermodal systems 

The US has not been in the forefront in the development of land-based multi-modal systems.  In 

large part, this has been a result of legislation that has made it very difficult from operators in one 

modal system to develop or integrate their activities across several modes to optimize the transfer 

of goods or passengers from one location to another.  As early as 1912, in the passage of the 

Panama Canal Act, the following was noted: 

.the proper function of a railroad corporation is to operate trains on its tracks, not to occupy the 

waters with ships in mock competition with itself, which in reality operate to the extinction of all 

genuine competition.. 

This commentary arose from a request by railroads to operate barges and steamers on the Great 

Lakes and was applied as late as 1962 in denying the application of Southern Pacific and Illinois 

Central Railroad to acquire control of John Hay Company that operated barges on canals and rivers 
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that were parallel to those of the railroads.  A small opening was provided in 1970, when the 

Interstate Commerce Commission allowed the Southern Railroad to engage in a limited contract to 

carry coal by barge on the Ohio and Tennessee River systems.  In contrast, Canadian Pacific served 

as both shipper and carrier;  customers were charged for carriage of goods from say Toronto to 

London, England and CP decided whether to move the goods by rail or water (along the St. 

Lawrence) to Montreal or Quebec City where they would be loaded on an ocean-going vessel for 

transport to London.  For the customer, the major objective was safety, speed of carriage and cost;  

the choice of mode was left to the carrier.  CP, through ownership of transportation vehicles of 

different modes, could internally optimize the origin-destination link. 

The repeal of these restrictions in the US, together with liberalization of the rules of competition 

within modes, has enabled US carriers to explore the attractions of multi-modal systems.  At the 

present time, the greatest degree of integration would appear to be between railroads and highway 

transportation – witness the development of new container terminals in major cities throughout the 

country.  However, while multi-modal operations are gaining momentum in the movement of 

freight, there has been little thought given to integration of passenger systems. 

Consider the following example;  a proposed high-speed rail line connecting Chicago with 

Milwaukee and eventually to Minneapolis-St. Paul was revealed without any thought given to its 

role in serving air passengers.  Since the line passed very close to Mitchell Field (serving 

Milwaukee), no re-routing was necessary but the idea of serving O’Hare was not reviewed 

positively.  The reason given was that the line would primarily serve rail passenger – as though 

these individuals were branded and somehow barred from exploring other transportation options.  

An earlier study exploring mag-lev high-speed rail systems, proposed a network that could 

seriously compete with existing commuter air service;  the idea was to replace short-haul air travel 

with more frequent, more comfortable, high speed surface systems that would bring passengers 

directly to airports in Chicago, St. Louis, Detroit, and Cincinnati.  Since as many as 40% of flights 

serving these airports land within one hour of take off, the potential for optimizing the scarce 

capacity of existing airports seemed worth exploring.  At $15 million per mile, the costs of mag-lev 

were comparable with those for freeway development. 
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The reaction of the airlines was guarded;  on the one hand, the attraction of more slots to allocate to 

longer-haul, more lucrative destinations with larger passenger loads was appealing.  On the other 

hand, there was the threat of a loss of patronage;  passengers arriving at the hub airport via mag-lev 

would be free to choose any carrier they wished.  Had they chosen to fly on the commuter service, 

there would be a very high probability (>0.9) that they would continue the journey on the same 

carrier. 

Finally, it should be noted that after some trials that were moderately successful and some that were 

abandoned, Lufthansa has signed an agreement with Deutsche Bundesbahn to shift more short-haul 

travel to trains from its Frankfurt hub.3  Over the next three years, air service between Frankfurt and 

Bonn and Düsseldorf would be eliminated.  With little possibility of solving the major congestion 

problems at the Frankfurt airport in the short-run, this strategy offers Lufthansa the option of 

replacing the domestic slots with longer-haul international flights.  Still to be negotiated are 

combined rail/air tickets, seamless baggage transfer and timetable coordination. 

 

2.5 Market versus non-market orientation 

The current fervor for deregulation and nonintervention in the market has made the challenge of 

dealing with market imperfections more difficult.  In particular, these interventions cannot be 

justified on faith alone – care has to be taken to demonstrate a need that has escaped evaluation as 

an economically viable opportunity.  The problem of evaluating programs like the EAS is that the 

initial set of potential candidates may not have been the feasible set – some communities were 

included that, subsequently, were dropped while others have had difficulty making a case for 

inclusion. 

Some careful tests have to be employed.  In what way can it be demonstrated that the community 

would be negatively impacted by the removal of air service?  The indicators here will probably 

center on the use of air service by business establishment but, as in the case of the western parts of 

the US, social and medical demands for air service may also play an important, strategic role. 

                                                 
3 Wall Street Journal, 7.14.1998 
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All of the discussion to date has envisaged a market segmentation in which small and mid-sized 

metropolitan communities were served predominantly by propeller aircraft linking these 

communities with major hubs.  This distinction has to be challenged now in an era in which two 

trends are apparent: 

 The introduction of regional jets (RJ) 

 A re-evaluation of hub and spoke systems as the only network option 

RJs are being promoted as a major new innovation in attracting passengers with prop-avoidance 

problems back to smaller airports.  However, the RJs also offer additional flexibility – namely, the 

ability to transport passengers point-to-point at fares that are competitive with current routings via a 

hub airport. 

Closely aligned with new opportunities for network re-development are options for airport 

consolidation, through the creation of regional airports.  This issue will be discussed in the next 

section. 
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2.6 The role of regional airports 

Notwithstanding the difficulties of enhancing multi-modal integration in the transportation system, 

an even greater difficulty arises when attempts are made to rationalize the operation of one of these 

systems.  For example, many small and medium-sized communities take great pride in the 

existence of their airport – the fact that they own it or that it is located within their jurisdictional 

boundaries is seen as a major competitive advantage.  However, many of these communities are 

less than one-hour’s driving distance apart;  when combined, the total market would represent a 

significant attraction to an airline.  Competing separately, these communities face the problems of 

underutilized facilities, service that often fails to attract more than 50% of air travelers in the 

community and little prospect of enhancing this service in the short run.  However, when the issue 

of a regional airport, located and designed to serve several communities, is broached, there tends to 

be little collective momentum.  Among the concerns are the notion that if a person has to drive 40-

45 minutes to reach a regional airport, there is a higher probability of that individual driving an 

extra 30-60 minutes to reach an even larger hub airport. 

Thus, a regional airport that provides similar types of service – but perhaps with greater frequency 

– may not be viewed by the flying public as significantly different from the current, individually-

based community airport service.  The design of regional airports will require not only significant 

locational considerations but also a major investment in the marketing of the airport to provide a 

qualitatively different type of service.  For example, this differentiation might focus on service with 

regional jets rather than propeller aircraft or more point-to-point service rather than a pure hub-

service network. 

2.7 Summary Remark 

While Chapter 3 will provide a more detailed evaluation of the European experience, some general 

comments should be made at this stage.  While the European Union (EU) has been likened to the 

United States in many ways, there are many, major differences.  First, the existence of nation-states, 

with strong traditions of independence and nationalism, have created difficulties with any air 

system deregulation that would threaten the hegemony of national airlines.  While this is changing 

(viz., British Airways development of units within France and Germany), in the last two years, Air 

France and Alitalia have both received significant subsidies from their respective governments.  
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The second difference lies in the shorter distances between major cities, offering the potential for 

significant competition from high-speed rail.  The TGV has eroded Paris-Lyon air travel and the 

eventual integration of high-speed lines linking Paris, London, Brussels, Amsterdam and Frankfurt 

will offer attractive alternatives to flying.  The third difference focuses on the role that regional 

development plays in the overall economic development of the EU.  There are significant 

disparities in welfare, not only between countries, but between regions within countries.  

Transportation systems in general are seen as a major component of the development strategy;  as 

result, the EU has been exploring the possibility of a program that would be equivalent to the 

Essential Air Service program in the US, to protect connections to communities in less prosperous, 

often peripheral regions.  A fourth difference, that has been referred to earlier, has been the 

exploration of multi-modal integration;  many, major European cities (Amsterdam, Frankfurt, 

Paris) offer the inter-continental air traveler the option of continuing his/her journey within the 

country or to a neighboring country by high-speed rail with the transfer taking place at the airport, 

obviating a further transfer at a central city station.  

In the next chapter, attention will be directed to the European experience;  while the 

complication of nation-state/European Union issues may provide a different political context, 

the debate between market and non-market forces will be seen to occupy a strategic role, 

especially in terms of the role of air service in the promotion of regional economic development. 
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3. The European Experience 

3.1 Introduction 

In this chapter, social air service provision in the European Union  will be examined for the 

recent period 1993-1997, a period in which air transport has been ‘liberalized’ from economic 

regulations of airline behavior.  Traditionally, European governments were heavily involved in 

the operation and development of international and national air transport markets.  Although the 

Treaty of Rome in 1957 specifically referred to the need for a common transport policy, in the 

area of air transport, governments precluded extending antitrust measures to the air transport 

sector because air transport was seen to fulfill a wide variety of economic, social and political 

goals and therefore was worthy of special status.  The extent to which governments used their 

airlines as instruments of regional economic and social development, and the extent to which 

exchequer funds were available for these purposes prior to 1993 is unknown.  In the second 

section of this report, a very brief review of practices prior to 1993 is presented.  In this section 

also, the move towards liberalization is discussed and the key legislative changes are outlined. 

In section three, the new legislation concerning social air service provision in the liberalized 

European market is described in detail, and some problems with this legislation are highlighted. 

Since the new liberalized air transport regime has come into effect in Europe, Member States 

wishing to provide air services for reasons of social, political or regional economic 

development, are required to tender for air carriers to offer such services in the Official Journal 

of the European Communities.  Using this journal, all applications for such services were traced 

for the period 1994 (when Ireland issued the first request for social air services) to the end of 

1997 and summary details of the services are presented in section four of the report.  Finally in 

section five, remaining issues and the future prospects for the social air service program in 

Europe are highlighted.  Appendix 1 provides a detailed summary of the most recent EU 

legislation concerning air transport liberalization measures and Appendix 2 documents some 

recent trends at UK regional airports. 
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3.2 The EU Experience Prior to 1993 

3.2.1 EU Approaches to Social Air Services Provision 

The process through which European governments have being paying subvention to carriers and 

the extent of the subventions prior to 1993, were the focus of a study undertaken by the 

European Commission in 1992.  The Commission prepared a report for the Council of Ministers 

and European Parliament On the Evaluation of Aid Schemes Established in Favour of 

Community Air Carriers in March 1992.  In this report it was shown that Greece, France, Italy 

and the UK were operating some system of direct operational aids to carriers for service on 

domestic routes. The detail and extent of these subsidies were not fully documented as this 

information was not forthcoming in many instances from the state governments.  In relation to 

public service obligations, the report suggested that compensation was reasonable and 

compatible with the Treaty of Rome once trade between Member States was unaffected, or 

where regional development goals were being pursued.  In assessing the 1993 situation where 

direct financial assistance was being provided to community carriers for public service 

obligations, the report pointed to the need to (a) verify that such compensations did not 

contribute to the diversion of significant volumes of international traffic, and (b) verify that such 

services did not allow carriers to cross-subsidize international routes on which they compete 

with other community carriers.  As part of the EU’s ‘Third Package' of Air Transport 

Liberalization Measures, these general considerations were codified in Council Regulation N° 

2408/92, which permitted the imposition of a public service obligation (PSO) in respect of 

scheduled air services.  This regulation applies to new services introduced after 1993 and 

requires that contracts for any existing social air services will be subject to the new rules upon 

their expiration or from January 1996, which ever is earlier.  Since 1997, 18 EU and EFTA 

countries have adopted the Third Package measures and are thus subject to the new rules for 

imposing PSOs. In the Third Package, these PSOs are defined as 

“any obligation imposed upon an air carrier to take, in respect of any route which it is licensed 
to operate by a Member State, all necessary measures to ensure the provision of a service 
satisfying fixed standards of continuity, regularity, capacity and pricing, which standards the air 
carrier would not assume if it were solely considering its commercial interests.” [OJ N° 
L240/10 July 23, 1992]. 
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The PSOs may be imposed by Member States in relation to scheduled air services,  and relate to 

airports serving peripheral or development regions within the state, or on thin routes to any 

regional airport where the route is considered vital for the economic development of that region. 

The EU PSOs are defined and operated in terms of routes (rather than airports).  

The European Council did not put any financial instrument in place, nor were specific guidelines 

set out for the operation of such a program.  Compensation paid to carriers under these PSOs is 

to come from the individual state concerned. 

3.2.2 EU Air Transport Liberalization 

The ‘Third Package’ of EU air transport liberalization measures came into effect on January 1 

1993 and have substantially reduced the restrictions on interstate flight operations.  The package 

of measures also included provision for the Member States to impose ‘public service 

obligations’ on low-density routes which were deemed necessary for the purposes of regional 

development. In section, this legislation is the main focus of attention. 

The EU took substantial steps towards liberalizing the internal European air transport market in 

July 1992 with the adoption of Council Regulations No. L240 relating to several key aspects of 

the industry’s operation including access for community air carriers to intra-community air 

routes, licensing, and fares.  This package of measures, commonly referred to as the ‘Third 

Package’ of measures, represented a substantial step forward in the process of achieving a single 

market in the air transport sector (the full text of these measures appears in Appendix 1). 

Previous packages (the first package of 1987 and second package of 1989) represented more 

modest moves to liberalization;  although as Button and Swann show, the application of articles 

85 and 86 of the Treaty of Rome (relating to antitrust-type restrictions) to air transport in 1987 

represented major progress on what had been a long slow process [Button, & Swann, (1992); 

Crowley, (1992); McGowan & Seabright, 1989); McGowan (1994)].  Button and Swann provide 

a very comprehensive review of this process and carefully analyze factors which led to the 

adoption of the ‘Third Package’.  Several of the negative outcomes associated with deregulation 

in the US are subject to safeguard provisions in the European liberalization program [ie., 

computer reservation system ownership and bias, predatory pricing practices, slot allocation 

issues relating to hub airport dominance ] (Van De Voorde (1992); Button and Swann (1992)]. 
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Council Regulations No 2407/92 through 2411/92 cover a wide range of issues in the scheduled 

and nonscheduled passenger and cargo markets.  Council Regulation 2407/92 deals with 

common licensing arrangements and the rights of community registered carriers to operate 

aircraft owned anywhere in the Community. The licensing regulation requires that the principal 

place of business and registered office be located in the state in which the carrier is registered, 

that the carrier carries insurance and that air transport is the main concern of the licensee. 

Licensed carriers are not required to own their own aircraft, but they must have at least one at 

their disposal. These aircraft must be registered in the Member State’s aircraft register, although 

it is left to the discretion of the Member State to issue a license to the carrier if the aircraft at 

their disposal are registered elsewhere in the EU. 

Council Regulation 2408/92 covers access to intra-community air routes.  This includes the 

abolition of capacity restrictions between Member States, and the removal of restrictions 

concerning fifth-freedom and multiple designation rights along with a gradual phasing-in of 

cabotage rights.  Full cabotage was not required before April 1997. Consecutive cabotage is 

permitted where a carrier uses less than 50% of its seasonal capacity on a service on which the 

cabotage segment is an extension or preliminary to an interstate route.  This regulation also 

makes provision for the imposition of public service obligations and permits entry to be 

restricted on new routes between regional airports (these aspects are discussed in detail in the 

next section).  Provision is made for Member States to establish non-discriminatory rules for 

distributing air traffic between airports within an airport-system (eg. the London or Paris airport 

systems). 

Council Regulation No 2409/92 grants freedom for Community carriers to set air fares and rates 

for services, except in specific limited circumstances.  In Council Regulation 2410/92, the 

Community competition rules are formally extended to the air transport sector while 

amendments to certain categories of agreements and concerted practices in the air transport 

sector are made in Council Regulation No 2411/92. 

 

3.3 The New Legislation – Post 1993 

3.3.1 Public Service Obligations in EU Air Transport 
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Under Council Regulation No 2408/92, the Council of Ministers adopted a regulation permitting 

the imposition of a public service obligation (PSO) in respect of scheduled air services.  The 

PSOs may be imposed by Member States in relation to scheduled air services, 

 “to an airport serving a peripheral or development region in its territory, or on a thin route to 
any regional airport in its territory, any such route being considered vital for the economic 
development of the region in which the airport is located, to the extent necessary to ensure on 
that route the adequate provision of scheduled air services satisfactorily fixed standards of 
continuity, regularity, capacity and pricing, which standards air carriers would not assume if 
they were solely considering their commercial interest” [OJ No L240/10 July 23, 1992]. 

It is only in this paragraph that the PSO is mentioned in relation to an airport.  In all other 

references, the PSOs are expressed in terms of routes.  The regulation requires that the right to 

operate such public service obligations be offered by public tender either singly or for a group of 

routes to any licensed community carrier.  The selected carrier is permitted to offer only 

passenger services under a PSO order and fares and conditions may be quoted to the selected 

carrier.  In the event of no carrier being willing to offer the required level of services, the 

regulation allows Member States to pay compensation and to limit access to the route to just one 

carrier for up to three years. In setting out an invitation to tender for the PSO, the Member State 

is required to state the necessary standards of the order, rules for amending or terminating the 

contract and penalties for failure to comply with the contract.  The Member State must 

demonstrate to the Commission that other forms of transport cannot adequately ensure service 

when capacity offered exceeds 30,000 seats per year (this amounts to just over 80 seats per day 

and is a very low threshold).  Other Member States may propose satisfactory alternatives 

fulfilling the same PSO. 

The Council did not put any financial instrument in place, nor were specific guidelines set out 

for the operation of such a program.  Compensation paid to carriers under these public service 

obligations (PSOs) is to come from the individual state concerned.  This regulation related to 

new Community PSOs coming into effect after January 1 1993.  

3.3.2 Critical Assessment of EU PSO Legislation 

That the provision of a basic level of transport services is a prerequisite for long term suitable 

economic development was the argument which formed the basis for the Irish Government's 

decision to invoke Article 4 of Council Regulation 2408/92 and impose public service 



R E A L 

 Final Report: Impact of Air Service on Rural and Small Metropolitan Communities 33 
 
obligations.  The PSO orders set out guideline timetables for connecting flights at Dublin, 

minimum frequencies required, categories of aircraft to be utilized and a maximum return fare 

(Official Journal of the European Communities 94/C 3/03 of 5.1.1994).  Since no applications 

were received by carriers willing to enter the markets and provide the required services, the Irish 

Government published an invitation to tender for the routes and an undertaking to limit access to 

one carrier on these routes in mid-1994 (Official Journal of the European Communities 94/C 

173/10 - 173/16 of 25.6.1994).  The Irish invocation of this regulation has highlighted several 

key difficulties associated with the EU PSO program.  These will be outlined and discussed 

below. 

The difficulties with this EU regulation cover three main areas, namely Member State level 

operation of PSOs rather than EU operation, entry protection and cabotage restrictions, and, 

implications of curtailment of the commuter carrier sector.  These will be discussed in turn 

below.  

(i) National versus EU operation of PSOs: The European PSO regulations leave the 

administration and funding of these orders to the individual states.  The EU has not set out 

criteria for designating PSO routes, nor has it set out procedures for selecting among applicant 

carriers; this is left to the individual states.  Consistent designations of PSO routes and service 

levels as well as EU funding for the program would lead to a more efficient and more 

transparent program, with better matching of funds to regional needs (see Reynolds-Feighan, 

1994a for a lengthy discussion).  In the Report by the Commission to the Council and the 

Parliament mentioned earlier, it was pointed out that several routes within the Community that 

were receiving state subsidies at the time, should have been commercially viable based on the 

route characteristics.  Consistent assessment of PSO routes at the Commission level would 

prevent this situation arising in the future. 

The EU regulation is unclear about the payment of compensation for enhanced or increased air 

service levels (above the level required by the PSO).  The Irish regional airports were adversely 

affected by the cyclical downturn in the air transport sector and by the recession in the Irish and 

UK economies particularly in the 1991/92 period.  If the demand for air services increases 

periodically, is it the case that the State Governments may increase the levels of subsidy 
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payments or do subsidies just apply to the minimum service level?  This is not addressed in the 

legislation. 

(ii) Entry protection and cabotage restrictions: The EU regulations explicitly permit the 

Member States imposing the PSO to restrict entry to the route to one carrier for a period of up to 

three years.  This contrasts with the US EAS program which permits another carrier to bid to 

offer replacement services at any time.  This possibility of entry, or in fact replacement of an 

incumbent carrier, keeps costs as low as possible and minimizes subsidy payments by the 

federal government.  The federal government has learned from 50 years of regulating the 

domestic airline industry and restricting entry to routes, that federal subsidy payments, among 

other things, will rise and inefficiency results. 

Under the European program, selected carriers receive protection from entry by other carriers 

for a period of up to three years from the commencement of the PSO (Article 4.1 (d) of 

Regulation 2408/92).  This procedure does not allow flexibility. For the smaller regional airports 

in both Ireland and the UK an examination of recent traffic trends demonstrates that they were 

more sensitive to unfavourable economic conditions than were the larger airports.  These smaller 

airports (with between 40,000 and 200,000 passenger throughputs per annum) experienced very 

dramatic changes in traffic volumes in a two year period (Reynolds-Feighan, 1994b - see 

Appendix 2).  The rigidity of the European PSO procedure prevents expansion of services by the 

designated carrier or entry by another carrier for periods when economic conditions may 

increase demand for the air services.  

Because of the phased introduction of cabotage in the EU between January 1993 and April 1997, 

carriers registered in the state imposing the PSO had an advantage over non-national carriers. 

This arises because of the capacity restriction placed on the latter carriers by the 'consecutive-

cabotage' rule, i.e. 

"a Member State shall not be required to authorize cabotage traffic rights within its territory by 
Community air carriers licensed by another Member State, unless....the air carrier does not use, 
for the cabotage service, more than 50% of its seasonal capacity on the same service of which 
the cabotage service constitutes the extension or the preliminary" [Article 3 of Council 
Regulation 2408/92]. 
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This restriction and the fact that routes are specified by the individual states meant that cross-

border PSO routes were unlikely prior to mid-1997.  The expansion of existing regional or 

commuter carriers across borders is also curtailed until 1997 by the consecutive-cabotage rule. 

The US EAS Program is administered by the DOT and places no restrictions on licensed carriers 

tendering for EAS routes.  This allows for a minimum cost operator to be selected and this in 

turn minimizes the subsidy payments required.  Free entry and exit from routes is seen to be a 

key component in the development of competitive and efficient air transport markets (Baumol 

(1977); Barrett (1990); Comite des Sages, 1993). 

 (iii) Curtailment of growth of the commuter carrier sector: The restriction of entry to PSO 

routes, the consecutive cabotage rule and the state level administration and funding of PSOs 

have curtailed the development of commuter airlines in Europe despite liberalization.  The 

European cabotage rules restricted cross-border expansion of route structures by commuter 

carriers up to 1997 and carriers are protected on these routes for a three year period.  Article 5 of 

Council Regulation 2408/92 aims to encourage the development of new routes between regional 

airports by allowing state governments to limit the number of carriers on these new routes to 

one. Because these routes are likely to have relatively low volumes of traffic and operate over 

relatively short distances, the initial development of the routes should be driven by commuter 

carriers operating turboprop aircraft.  The consecutive cabotage rule hindered the development 

of new cross-border routes and delayed the efficient organisation and growth of 'third level' 

carriers and their networks.  The EU need to reconsider the role of inter-regional air routes 

however and take the lead on encouraging route developments at the federal level.  

US Experiences: In the US, the commuter carriers have maintained strong and consistent 

growth in passenger volumes since 1978 as table 3.1 demonstrates.  These carriers provide vital 

links between small centers and the main regional and national nodes of the air transport system. 

The EAS program is now largely serviced by the commuter carriers (in 1994, 419 of the 503 

eligible communities are served exclusively by regional/commuter carriers (RAA, 1994)). These 

carriers have expanded the size of their operations and the links with the larger major and 

national carriers.  The commuter carriers have increased the number of enplaned passengers by 

378% between 1978 and 1993.  The number of operators has declined from 228 carriers in 1978 
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to 196 in 1983 and 130 in 1993, through mergers, acquisitions and a small number of failures. 

The result has been a steady rise in the average fleet size of the carriers.  These trends are shown 

in Table 1.  The total number of commuter aircraft in operation in 1978 was 1047: this rose to 

1545 in 1983 and to 2208 in 1993 (RAA, 1988-94).  The average number of aircraft operated by 

a commuter carrier is now 17 (1993), a substantial increase since 1978 when the average fleet 

was 4.6 aircraft. 

 

Table 3.1: Characteristics of US Regional/Commuter Carriers, 1978-93 
 
Year 

 
No. Carriers 

 
Total Number of Aircraft

Average Number 
of Aircraft per carrier 

1978 228 1047 4.592 
1979 227 1265 5.572 
1980 214 1339 6.257 
1981 246 1463 5.947 
1982 215 1573 7.316 
1983 196 1545 7.882 
1984 203 1747 8.605 
1985 179 1745 9.748 
1986 179 1806 10.08 
1987 169 1841 10.89 
1988 163 1801 11.04 
1989 151 1907 12.62 
1990 150 1917 12.78 
1991 144 1992 13.83 
1992 127 2103 16.55 
1993 130 2208 16.98 

Source: Regional Airline Association, Annual Reports, 1984-95 
 
EU Comparison: In table 3.2, information on the number of commuter, charter and air taxi 

operators in each state of the EU in 1993 is presented.  The data are derived from the 1994 

edition of JP Airline Fleet International.  It should be noted that these data are estimates based 

on the compilations in the publication, but the source does not clearly distinguish commuter 

airlines and air taxi operators from other users of turboprop aircraft in all cases.  Table 3.2 

shows that the EU commuter carriers and air taxi operators are large in number and small in 

terms of their average fleet size. The overall average number of aircraft per carrier is 3.4 for the 

EU.  A very large number of operators utilize a single aircraft.  These carriers typically service 

short haul low density routes on a scheduled, nonscheduled or air taxi service basis.  In the 

single internal EU market, these carriers have the potential to offer flexible access and mobility 
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to small communities by linking small centers or rural/peripheral regions to the main transport 

networks. 

 
Table 3.2: Characteristics of EU Regional/Commuter Carriers, 1993 

Member  
State 

No. of 
Carriers (1) 

Total No. of 
Aircraft (2) 

Average Number of 
Aircraft per Carrier 

Belgium   26   69 2.7 
Denmark   26 133 5.1 
Germany 124 356 2.9 
France   93 397 4.3 
Greece    7   30 4.3 
Ireland    5   18 3.6 
Italy   42 134 3.2 
Luxembourg    3    7 2.3 
Netherlands   18   59 3.3 
Portugal   15   38 2.5 
Spain   27   82 3.0 
UK   86 276 3.2 
Total  472 1,599 3.4 

 
Notes: (1) Total number of commuter airlines and air taxi/charter carriers in EU states in 1993 (does not 
include training carriers, nor helicopter operators) 
(2) Total number of aircraft registered for carriers 
 
Source: JP Airline Fleet International, 1994. 
 
In the EU, air transport can play a somewhat different role to the role it played in the past.  The 

European airline networks of the 1940s, 50s and 60s were focused on developing and expanding 

links with each state and the main international centers in Europe, the US and to a lesser extent 

Asia and Australasia.  Accordingly the flag carrier networks were focused on one or two main 

national hub airports (usually the capital city).  In this situation, feeder services from the 

regional centers within the state fed traffic to the main hub airport(s) or connected regional 

centers within the state in the larger domestic markets of Germany, France and the UK.  With 

the advent of the Single European Market, much attention is now being focused on developing 

interregional links (particularly in border areas) and intraregional links which connect to the 

Trans European Networks (TENs).  These networks are the strategically important corridors 

serving the EU, and have been drawn up at the 'federal' level. Because of the awkward 

geography of the EU, much of the Union's land area is peripheral to the main population and 

economic core.  In this context, air transport should be reconsidered in terms of the potential role 
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that it can play in linking peripheral regions to the TENs and the EU's core.  In addition, 

interregional interactions between bordering states can be developed relatively quickly with air 

transport. 

A vibrant commuter carrier sector with access to all classes of community air routes offers 

flexibility in developing new links between and within EU regions.  It was shown earlier how 

the commuter carriers in the US became increasingly important in this role after deregulation. 

Deregulation led to a rationalization of markets and of carriers so that for example a higher 

service frequency to many small and medium sized communities was achieved. US commuter 

carrier code-sharing agreements with larger carriers is an important factor which has greatly 

enhanced the number of origin-destination pairs a given airline can offer to passengers within its 

own system. 

Air transport requires relatively small infrastructural investments in order to link small centers to 

larger centers and networks.  Air carriers can offer flexible, convenient and cost effective service 

when the market is competitive and operates with minimal restrictions.  The EU liberalization 

package does not address the role and potential of smaller air carriers in the single market and 

accordingly does not attempt to redefine the role of air transport in linking smaller centers in the 

much larger European Union.  The US view was succinctly stated in the 1993 report to the 

President and Congress, Change, Challenge and Competition (National Commission to Ensure a 

Strong Competitive Airline Industry, 1993), when it recommended the development of policies 

encouraging services to small communities, including the maintenance of the federal EAS 

program. The report concluded that 

"If the nation's economy is to be competitive in the new century, our communities must be able 
to reach markets for their goods and products, wherever those markets may exist....Convenient 
access to airline service is essential for the economic growth and development of small 
communities. Connecting these small communities to the national air transportation system 
provides economic benefit to the nation as a whole" (Change, Challenge and Competition, 
National Commission to Ensure a Strong Competitive Airline Industry, 1993, page 27.) 
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3.4 Current Patterns of Public Service Obligation  Air Routes 

Table 3.3 shows the number of PSO orders issued by EU and Third Package signatory States up 

until December 1997.  France and Norway dominate as the main users of this new legislation. 

Both of these States have now put in place extensive networks for social air transport provision. 

Table 3.4 gives details of the routes covered by the PSO orders (in chronological order) and 

indicates the aircraft size specified by the PSO order.  Where additional specific requirements 

have been made by the member state, these have also been indicated in the table.  

 
Table 3.3: Summary of Public Service Obligation Routes Introduced in EU/ECAC Member 
States Up to 12/97 
 

Member State Number of PSO Routes
Proposed

Number of PSO 
Applications in OJEC

Year First PSO  
Initiated

Austria 0 0 - 
Belgium 0 0 - 
Denmark 0 0 - 
Germany 0 0 - 
Finland 0 0 - 
France 80 26 1994 
Greece 0 0 - 
Ireland 6 3 1994 
Italy 0 0 - 
Luxembourg 0 0 - 
Netherlands 0 0 - 
Norway 58 3 1996 
Portugal 11 2 1995 
Spain 0 0 - 
UK 5 2 1995 
Sweden 1 1 1994 

Source: Official Journal of the European Communities 
 
Table 3.4 demonstrates the considerable variability in the specification of PSO orders by the six 

Member States since the first order was issued in 1994. Among the French and Norwegian 

orders, there is variability in terms of whether or not fares are set, the degree of flexibility which 

carriers may exercise in the frequency of service and timetabling arrangements for filling the 

orders and the extent of the continuity of service requirements.  In terms of marketing, the more 

recent PSO orders have required that all services be marketed through computer reservation 

systems.  
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For reasons given earlier, the PSOs have been focused largely on domestic routes.  However in 

the French case, several PSOs relate to cross-border service.  The Strasbourg services for 

example are required to provide air services to all EU States during sessions of the European 

Parliament, when it sits in Strasbourg for several months each year.  The extent of the total 

annual budget funding these services is not known, as the subvention required for each PSO is 

negotiated between the selected carrier and the Member State government in each case. 

Table 3.4: Details on Public Service Obligation Routes Imposed in EU/ECAC States Between 
1994 and December 1997 (in chronological order) 
 

 
 
 
 
 
Country 

 
 
 
 
 
Route 

 PSO Requirements set out in Official Journal 
Aircraft Fare Continuity 

of Service
Marketing Timetable

 
Year  
(OJ)

‘Y’ - (yes) or ‘N’ - (no) indicates whether or not specific 
requirement in each of these categories have been specifie

by the Member State 
Ireland Dublin/Donegal 1994 30-40 Y N N Y 
Ireland Dublin/Sligo 1994 30-40 Y N N Y 
Ireland Dublin/Connaught 1994 15-20 Y N N Y 
Ireland Dublin/Waterford 1994 30-40 Y N N Y 
Ireland Dublin/Kerry 1994 30-40 Y N N Y 
Ireland Dublin/Galway 1994 30-40 Y N N Y 
Ireland Waterford/Galway/Sligo 1994 15-20 Y N N Y 
Sweden Östersund / Umeå 1994 N N N N Y 
France Strasbourg / Berlin 1994 25 N Y N Y 
France Strasbourg / Brussels 1994 25 N Y N Y 
France Strasbourg / Copenhagen 1994 50 N Y N Y 
France Strasbourg / Dublin 1994 20 N Y N Y 
France Strasbourg / Hamburg 1994 25 N Y N Y 
France Strasbourg / Lisbon 1994 30 N Y N Y 
France Strasbourg / London 1994 Jet N Y N Y 
France Strasbourg / Madrid 1994 Jet N Y N Y 
France Strasbourg / Milan 1994 25 N Y N Y 
France Strasbourg / Munich 1994 25 N Y N Y 
France Strasbourg / Rome 1994 Jet N Y N Y 
France Strasbourg / Rotterdam 1994 40 N Y N Y 
France Paris (Orly) / Ajaccio 1995 Jet Y Y N Y 
France Paris (Orly) / Bastia 1995 Jet Y Y N Y 
France Paris (Orly) / Calvi 1995 Jet Y Y N Y 
France Paris (Orly) / Figari 1995 Jet Y Y N Y 
France Marseilles / Ajaccio 1995 Jet Y Y N Y 
France Marseilles / Bastia 1995 N Y Y N Y 
France Marseilles / Calvi 1995 N Y Y N Y 
France Marseilles / Figari 1995 N Y Y N Y 
France Nice / Calvi 1995 N Y Y N Y 
France Nice / Figari 1995 N Y Y N Y 
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Table 3.4: Details on Public Service Obligation Routes Imposed in EU/ECAC States Between 
1994 and December 1997 (in chronological order) (continued) 

France Toulon / Ajaccio 1995 N Y Y N Y 
France Toulon / Bastia 1995 N Y Y N Y 
UK Stornoway / Benbecula / Barr 1995 8-24 Y Y N Y 
Portugal Funchal /Porto Santo 1995 >35 Y Y N Y 
Portugal Lisbon / Funchal 1995 >35 Y Y N Y 
Portugal Lisbon / Porto Santo 1995 >35 Y Y N Y 
Portugal Oporto / Funchal 1995 >35 Y Y N Y 
Portugal Oporto / Porto Santo 1995 >35 Y Y N Y 
Portugal Lisbon / Ponta Delgada 1995 >35 Y Y N Y 
Portugal Lisbon / Terceira 1995 >35 Y Y N Y 
Portugal Lisbon / Horta(Lisbon 

Terceira / Horta) 
1995 >35 Y Y N Y 

Portugal Funchal / Ponta Delgada 1995 >35 Y Y N Y 
France La Rochelle / Poitiers 1995 Jet/Turbo-

Prop 
N Y Y Y 

France Reims / Lyons (Satolas) 1995 12 N Y Y Y 
France Paris (Orly) /Le Puy en Vel

(Loudes) 
1995 >15 Y Y Y Y 

France Paris (Orly) / Carcassonne 1995 25 N Y Y Y 
France Paris (Orly) / Aurillac 1995 19 N Y Y Y 
France Pau / Madrid 1995 19 N Y Y Y 
France Pau / Clermont Ferrand 1995 19 N Y Y Y 
France Dijon / Lille 1995 >11 N Y Y Y 
France Dijon / London (Heathrow

Gatwick / Stansted / Ci
Airport) 

1995 >11 N Y Y Y 

France Paris (Orly) / Montluço
Guéret 

1995 8 N Y Y Y 

France Castres / Lyons (Satolas) 1995 12 N Y Y Y 
France Rodez / Lyons (Satolas) 1995 12 N Y Y Y 
France Paris (Orly) / Epinal 1996 >25 N Y Y Y 
France Paris (Orly) / Agen 1996 >25 N Y Y Y 
France Montpellier / Bordeaux 1996 35 N Y Y Y 
France Montpellier / Lyons (Satolas) 1996 25 N Y Y Y 
France Montpellier / Nantes 1996 35 N Y Y Y 
France Montpellier / Nice 1996 40 N Y Y Y 
France Montpellier / Strasbourg 1996 35 N Y Y Y 
France Bergerac (Roumanière) / Par

(Orly) 
1996 18 N Y Y Y 

France Périgueux (Bassillac) / Par
(Orly) 

1996 30 N Y Y Y 

France Brest / Lyons (Satolas) 1996 125 N Y Y Y 
France Biarritz / Pau / Lyons (Satola 1996 65 N Y Y Y 
France Biarritz / Pau / Marseilles 1996 40 N Y Y Y 
France Cherbourg (Maupertus) / Par

(Orly) 
1996 30 N Y Y Y 

France Rennes / Basle-Mulhouse 1996 19 N Y Y Y 
France Rennes / Toulouse 1996 30 N Y Y Y 
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Table 3.4: Details on Public Service Obligation Routes Imposed in EU/ECAC States Between 
1994 and December 1997 (in chronological order) (continued) 
 

France Rennes / Lille 1996 19 N Y Y Y 
Norway Routes between Vasdø, Vard

Båtsfjord, Berleväg, Maham
Honningsväg, Hammerfest an
Hasvik, and each of Kirkene
Alta and Tromsø 

1996 >30 Y N N Y 

Norway Sørkjosen /NO-Tromsø 1996 15 Y Y Y Y 
Norway Andenes /N-Tromsø 1996 15 Y Y Y Y 
Norway Andenes /N-Bodø 1996 30 Y Y Y Y 
Norway Narvik /N-Bodø 1996 30 Y Y Y Y 
Norway Stokmarknes /N-Bodø 1996 30 Y Y Y Y 
Norway Svolær /N-Bodø 1996 30 Y Y Y Y 
Norway Leknes /N-Bodø 1996 30 Y Y Y Y 
Norway Røst / Bodø 1996 45 Y Y Y Y 
Norway Mo I Rana / Bodø 1996 30 Y Y Y Y 
Norway Mosjøen / Bodø 1996 30 Y Y Y Y 
Norway Sandnessjøsen / Bodø 1996 30 Y Y Y Y 
Norway Brønnøysund / Bodø 1996 30 Y Y Y Y 
Norway Mo I Rana / Trondheim 1996 30 Y Y Y Y 
Norway Mosjøen / Trondheim 1996 30 Y Y Y Y 
Norway Sandnessjøsen / Trondheim 1996 30 Y Y Y Y 
Norway Brønnøysund / Trondheim 1996 30 Y Y Y Y 
Norway Mo I Rana / Oslo (Fornbeu) 1996 30 Y Y Y Y 
Norway Mosjøen / Oslo (Fornbeu) 1996 30 Y Y Y Y 
Norway Sandnessjøsen / Os

(Fornbeu) 
1996 30 Y Y Y Y 

Norway Brønnøysund / Oslo (Fornebu 1996 30 Y Y Y Y 
Norway Namsos / Trondheim 1996 30 Y Y Y Y 
Norway Rørvik / Trondheim 1996 30 Y Y Y Y 
Norway Florø / Oslo (Fornebu) 1996 30 Y Y Y Y 
Norway Førde / Oslo (Fornebu) 1996 30 Y Y Y Y 
Norway Sandane / Oslo (Fornebu) 1996 30 Y Y Y Y 
Norway Sogndal / Oslo (Fornebu) 1996 30 Y Y Y Y 
Norway Florø / Bergen 1996 30 Y Y Y Y 
Norway Førde / Bergen 1996 30 Y Y Y Y 
Norway Sandane / Bergen 1996 30 Y Y Y Y 
Norway Sogndal / Bergen 1996 30 Y Y Y Y 
Norway Ørsta-Volda / Oslo (Fornebu) 1996 30 Y Y Y Y 
Norway Ørsta-Volda / Bergen 1996 30 Y Y Y Y 
Norway Ørsta-Volda / Ålesund 1996 30 Y Y Y Y 
France Lorient-Lann Bilhoué / Lyo

Satolas 
1996 19 Y Y Y Y 

France Brest (Guipvas) / Ouessant 1996 9 Y Y Y Y 
France Pau (Pyrenees) / Nant

(Atlantic) 
1996 12 Y Y Y Y 

France Cayenne-Rochambeau / Sain
Georges de l*Oyapock 

1996 9 – includ
freight 
requirement

Y Y Y Y 
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Table 3.4: Details on Public Service Obligation Routes Imposed in EU/ECAC States Between 
1994 and December 1997 (in chronological order) (continued) 

France Cayenne-Rochambeau 
Maripasoula 

1996 9 – includ
freight 
requirement

Y Y Y Y 

France Cayenne-Rochambeau / Saül 1996 9 – includ
freight 
requirement

Y Y Y Y 

France Le Harve (Octeville) 
Strasbourg 

1996 19 N Y Y Y 

France Rouen (Vallée de Seine) 
Strasbourg 

1996 19 N Y Y Y 

UK Glasgow / Tiree 1996 14 Y N Y Y 
UK Glasgow / Barra 1996 12 Y N Y Y 
UK Glasgow / Campbeltown 1996 15 Y N Y Y 
France Paris (Orly) / Albi 1995 19 N Y Y Y 
France Paris (Orly) / Saint-Brieuc 1995 19 N Y Y Y 
France Paris (Orly) / Montbéliard 1995 25 N Y Y Y 
France Aubagne / Marseill

(Provence) 
1995 4-Helicopter Y Y Y Y 

France Clermont-Ferrand / Lyo
(Satolas) 

1995 25 N Y Y Y 

France Clermont-Ferrand / Marseille 1995 25 N Y Y Y 
France Clermont-Ferrand / Nice 1995 25 N Y Y Y 
Ireland Dublin / Donegal 1996 30 Y Y Y Y 
Ireland Dublin / Sligo 1996 15 Y Y Y Y 
France All airports in metropolit

France / Guadeloupe 
1997 N N N N N 

France All airports in metropolit
France / French Guiana 

1997 N N N N N 

France All airports in metropolit
France / Martinique 

1997 N N N N N 

France All airports in metropolit
France / Réunion 

1997 N N N N N 

France Belle-Île / Lorient-Lan
Bihoué 

1997 9 N Y Y Y 

France Rodez (Marcillac) / Par
(Orly) 

1997 30 N Y Y Y 

France Roanne (Renaison) / Par
(Orly) 

1997 30 N Y Y Y 

Norway Lakselv / Tromsø 1997 30 Y Y Y Y 
France Saint-Étienne (Bouthéon) 

Nantes (Atlantique) 
1997 19 N Y Y Y 

France Saint-Étienne (Bouthéon) 
Bordeaux (Mérignac) 

1997 19 N Y Y Y 

France Paris (Orly) / Rochefort (Sain
Agnan) 

1997 46 Y Y Y Y 

France Paris (Orly) / Castr
(Mazamet 

1997 45 N Y Y Y 

Portugal Lisbon / Bragança 1997 8 Y Y Y Y 
Portugal Bragança / Vila Real / Lisbon 1997 8 Y Y Y Y 
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Source: Official Journal of the European Communities 
 
 
3.5. Summary and Conclusions 

EU air transport liberalization is expected to bring net benefits to the Member States 

collectively. The approach adopted is to deal with the air transport sector at the EU or ‘federal’ 

level.  The European Commission is now pushing hard towards having a common external 

aviation policy, where the Commission negotiate or renew bilateral agreements with non-EU 

states in the interests of the Community at large.  In the area of air traffic control, again the aim 

is to centralize and harmonize and administer a union-wide system.  However in terms of 

dealing with essential or social air services to peripheral or small communities, the Commission 

approach has been to leave administration and funding up to individual states.  For consistency, 

this aspect of the EU's air transport policy should be administered and funded at the EU level if 

efficiency, transparency and balanced regional development are core concerns. 

A more flexible approach should help small communities to establish stronger air passenger 

bases and ensure air services even in cyclical downturns.  Under these circumstances, the 

benefits of fast access to peripheral regions will accrue to the regions and to the EU as a whole. 

In a European context, the role and efficient management of social air service provision needs to 

be re-evaluated in the context now of a fully liberalized market, where consideration is given to:  

(i) the capacity problems and opportunity costs of slots at congested airports4; (ii) the 

possibilities for intermodal transport in order to achieve the various social and regional 

development goals; and (iii) the issue of access for smaller communities in a more general 

context.  In some instances where public service obligation orders have been introduced with 

government subvention, other modes of transport using a similar corridor are also subsidized.  A 

more centralized and consistent evaluation and assessment procedure would better deal with 

achieving a balance between regional, national and EU objectives in the provision of air 

transport. 

                                                 
4
 In evaluating the economic costs of social air service provision, the focus is purely on the direct costs of subverting such 

programs rather than the economic or opportunity cost. In the US, this is also the case. At the slot controlled airports, like for 
example, O’ Hare in Chicago, a fixed proportion of slots are withheld for use by ‘Essential Air Service (EAS) communities 
(i.e. communities designated to receive social air services by the federal government) by FAA regulation. The economic 
value of the slots at the congested airports are not assessed in reviews of the social air service program. 
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In the US since deregulation, the regional and commuter carriers have grown in size (measured 

by number of aircraft operated and passenger volumes) and availed of economies of density and 

scope associated with the large networks of the ‘major’ carriers, albeit on a much more limited 

basis. There has been significant consolidation among the smaller carriers.  These carriers have 

seen consistently more rapid rates of growth than the larger carriers since deregulation and 

provided small and medium sized communities with vital links to the main national and 

international transport networks.  The evolving EAS program, now in its twentieth year, has 

been continuously fine-tuned so that the size of communities receiving subvention for social or 

essential air services has been steadily declining.   

In a European context, the viability of small community airports and air services needs to be 

appraised in a more comprehensive context which considers not just the broader European 

airports system but also the intermodal transport system.  In the liberalized internal market, 

consideration must now be given to cross-frontier social air services.  There is still a role for 

government or intervention in small markets where, for a variety of reasons, markets do not 

work.  Air transport has relatively low infrastructural requirements and costs, but appraisal of 

thresholds and the spatial distribution of airport facilities need to be planned and allocated from 

a centralized agency if resources are to be efficiently distributed. The European public service 

obligation routes and contracts so far support generally larger communities and larger aircraft 

than the equivalent US program.  The appropriateness of higher levels of subvention for use of 

larger aircraft to generally larger communities has to be examined against a background of 

greater availability of surface transport modes in more densely populated environments. 

Conflicts between the principle of subsidiarity on one hand and the efficiencies of more 

centralized decision-making on the other very much complicate the planning and management 

of the air transport system in Europe.  As the number of Member States expands in the next 

decade, the need for review and redesign of policy areas such as the provision of social air 

services may be expected to become more pronounced. 
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4. The US Analysis: Introduction 

 

4.1 Overview of the objectives 

The objectives of the US Analysis were two-fold: 1) to identify any significant economic 

structures that are common to Essential Air Service cities, but not common to similar cities 

without air service;  2) determine the local perceptions of the effectiveness of the Essential Air 

Service program.  It was postulated that communities that rely upon and desire EAS will show 

economic benefits of the program in some form.  If the program is perceived by local businesses 

and travel agencies to be ineffective in its present form, there is less likely to be significant 

differences in the economic structures of communities that have air service versus those that 

don’t. 

 
While there is a great deal of anecdotal information about the role of air service, particularly to 

small communities, this information is not suitable for either comparative analysis or for framing 

responses to existing and proposed legislation.  To address this problem, a set of sample 

communities was chosen from throughout the US and two survey instruments were administered, 

one to businesses and one to travel agents.  The responses to these surveys then provide the basis 

for the interpretative analysis that follows in chapter 6. 

4.2 Choice of sample communities 

In making a choice of communities, several factors were considered.  First, attention was 

directed to the need for representative geographical coverage.  Communities were selected from 

four quadrants, reflecting the northwest, southwest, northeast and southwest of the US, centered 

roughly in the lower midwest.  Secondly, a variety of community types was chosen – small, 

isolated communities, communities within driving distance of one or more hubs as well as small 

metropolitan communities.  Twenty-five communities were selected;  these are shown in figure 

4.1. 
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Each community was approached via a local chamber of commerce or community organization.  

A letter was faxed to the executive director explaining the nature of the project, the need for 

survey information and a request for assistance in the form of access to a list of local businesses.  

All but three communities responded;  repeated phone calls and letters failed to elicit any 

response from these three communities.  A further four communities promised to cooperate but 

failed to send lists of businesses.  In the final analysis, useable responses were received from 

eighteen communities.  The overall response rate was in excess of 20% - about average based on 

prior experience. 

Complementing the business survey, travel agents in the communities were surveyed separately 

to provide a balanced picture of travel patterns for the whole community (i.e., businesses and 

leisure travellers).  The response rate here was close to 25%, with a reasonable balance across the 

communities. 

4.3 Survey instruments 

In Appendix III, copies of the business and travel surveys are provided.  Based upon the team’s 

prior experience, the survey was limited to two sides of one sheet of paper.  A cover letter 

describing the project, the need for data and cooperation (as well as assurance of confidentiality) 

was included together with a business reply envelope to facilitate responses.  In the remainder of 

this section, some brief remarks will be provided about the questionnaires, with summary 

information concerning the actual responses described later in Section 6. 

4.3.1 Business survey 

The major objective of the business survey was the creation of a sense of the role of local air 

service and its impact on the business community.  Accordingly, a combination of quantitative 

and qualitative information was sought.  Respondents were asked to indicate how much of the air 

travel involved use of a local airport or a nearby hub airport.  With this response in mind, the 

next question probed whether the term good air transportation access applied to their geographic 

location.  While the respondents could merely check a yes or no box, they were invited to 

elaborate on their interpretations if they checked no.  These qualitative responses proved to be 
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very valuable in shedding light on the variations in meaning of transportation access.  Further, 

the next question probed the relationship of transportation access to the company’s business and 

potential expansion in the region. 

Three following questions explored different aspects of the travel decision and experience.  

Respondents were asked to rate on a ten-point scale a set of criteria (such as aircraft size, 

convenient schedule etc.) in their travel decisions.  Next, they were asked to reflect on their level 

of satisfaction with air service at the local airport.  Finally, they were asked to rank a set of 

criteria deisgned to explore their reluctance to fly from the local airport. 

At the end of the survey, respondents were provided the opportunity to comment and suggest air 

service improvements. 

4.3.2 Travel agent’s survey 

Several questions posed to the business community were also asked to the travel agents.  These 

included use of the local/hub airport and the definition of good transportation access.  Because 

the volume of ticket sales was included in the questionnaire, quantifiable inferences about the 

driving leakage to other airports could be made.  The travel agents were also asked to estimated 

the proportion of their sales to business and to leisure travellers.  The same questions about the 

use of the local airport that were admininistered to the business respondents were used to guage a 

sense of overall (i.e. business and leisure) responses to travel decisions.  Again, the travel agent 

respondents were also afforded an opportunity to add their comments and suggestions. 

4.4. Summary of responses 

The overall responses indicated some general trends that resonate from one community to the 

next;  however, there were some differences but the overall impression is one of concern.  In a 

nutshell, air service is important to the local community development prospects but the quality of 

the existing service leaves a great deal to be desired.  As a result, one finds limited use of the 

local airport and, at the same time, strong pleas for better service.  There would appear to be little 

doubt that the term good transportation access does not apply to most of the respondent 

communities! 
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Prior to a discussion of the results, the next chapter will provide an overview of the economic 

performance of the sample communities. 
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5. Economic Performance of the Sample Communities 

5.1. Economic Performance of the sample communities, 1990-1996 

5.1.1 Introduction 

The major goal of the research project is an assessment of the contribution of air service to a 

community’s economic development.  In exploring the economic impact of any activity, such as 

air service, on a region’s economy, it is important to set the region in some context that provides 

an ability to make comparative analyses across similar regional economies.  While this can be 

accomplished in a number of ways, the method chosen here is promoted as the most suitable 

since it offers a simple, easily identifiable procedure and one that continues to be used by 

development analysts, policy-makers as well as academic researchers.  From this analysis, and 

that to be developed for Report 4, a clear indication of any major economic structural differences 

between the target communities should become apparent.  Thus, analysis of the role of air 

service can be set in a context that reveals different impacts as a result of differences in 

economic structure. 

This chapter is a two-part analysis of the economic characteristics of the sample communities;  in 

this section, comparison was made between each community and a benchmark that is the US 

economy as a whole.  In section 5.3, the benchmark will be adjusted to one or more communities 

that are drawn from a sample of sister communities – communities that share some but not 

necessarily all of the characteristics of the sample community.  In this way, the comparative 

analysis will provide a comprehensive yet easily replicable assessment of economic 

performance. 

The analysis assumes that, in the growth of a single region’s economy, there are factors common 

to all regions and factors that are specific to the particular structure and or location of the 

individual region’s economy.  As a result, in examining the economic performance, one region’s 

economy may grow more rapidly, or more slowly, than other similar regions or the nation as a 

whole.  The causes and factors of the difference of regional growth have been one of the major 
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interests in economic development field, not only for scholars but also for practitioners.  Once 

the survey instrument has been analyzed, it should be possible to isolate the influence of air 

service on the economic performance of these communities.   

The quantitative tool used in this study among the 27 selected communities is called shift and 

share analysis.  Shift and Share breaks down the growth of a region’s economy into components 

of factors that can be attributed to national influences, industrial composition effects, or 

regionally specific factors.  In the following section, shift and share analysis is introduced 

briefly.  In section 5.1.3, some general observations of economic structure of the communities 

are made, and the results of shift and share analysis are presented and analyzed.   

5.1.2 Methodology: Shift and Share Analysis 

Shift and share analysis has been employed in many empirical studies that attempt to uncover the 

differences in growth across regions.  In order to identify the components of regional growth, 

shift and share analysis emphasizes the part of regional growth or decline in an industry (sector) 

that is specific for the region.   

Regional growth is divided into the three components:  

1. National Share; 

2. Industrial Mix, and  

3. Regional Shift.   

The national share indicates that a part of a region’s growth is influenced by the growth of the 

national economy as a whole.  The industrial mix component implies that another part of 

regional growth in an industry that is present in the region results from the growth of that 

specific industry at the national level.  The final component, regional shift, captures the regional 

specific growth of an industry that cannot be accounted for by the growth of that industry at the 

national level.   

Hence, the analysis suggests that there is an impact of growth in the economy as a whole (the 

national share);  if a specific industry in the national economy grows faster or slower than the 
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overall economy, it too will have an impact on that same industry at the regional level (the 

industry mix effect).  The rest of the growth is assumed to come from factors or influences that 

are specific to the region under consideration (although other regions may share them).  For 

example;  assume that the overall national economy grew by 11% for the period 1990-1996 and 

that the electronics’ industry grew by 18%.  In region A, we find that the electronics’ industry 

grew by 25% over the same period.  Shift and share analysis would decompose this growth in the 

following fashion: 

1. National share (11%) 

2. Industry mix (18-11= 7%) 

3. Regional shift (25-18= 7%) 

The national share, 11%, is the impact of the overall economy’s growth rate;  it is assumed that 

this has an impact on all industries in the economy.  However, in the case of the electronics’ 

industry, it was observed that it grew at an even faster rate than the overall economy.  Hence the 

industry-specific or industry effect will be the difference between the national growth rate and 

the industry growth rate – in this case, 7%.  Finally, the specific industry grew even more rapidly 

in the region than in the nation as a whole;  the reasons for this are traced to some region-specific 

factors but shift and share analysis does not identify them.  In the example, the region’s 

electronics’ industry grew 25%, in contrast to the same industry’s growth rate of 18% at the 

national level, yielding a regional shift of 7%.  If the three components are summed (11+7+7), it 

will be seen that they yield 25%, the growth rate for the electronics’ industry in region A.  The 

formal methodology is described in the Appendix to this report. 

It should be noted that other growth combinations are possible, including cases in which the 

national economy might decline.  However, since this did not happen over the period of analysis 

in this report, attention will only be directed to the combinations that can arise out of differential; 

region-nation growth rates.  Further, to simplify the analysis, the first two components, the 

national share and industry mix, will be combined into one component that will be referred to as 

the National Share (the capitalization is employed to differentiate it from the other term of the 
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same name in the three-fold division).  In this fashion, attention can be directed to national 

effects and regional effects. 

In shift and share analysis, the regional shift component is intended to provide a measurement of 

the relative performance of a region for a particular industry.  A positive regional shift can be 

associated with the comparative (geographical) advantage enjoyed by the region for this 

industry, or, in the case of a negative regional shift, the absence of such an advantage.  Although 

it has been widely used in practice, shift and share analysis cannot explain the causality of 

regional growth or decline.  Thus, it may not be used for forecast or projection of a regional 

economy. 

5.1.3 Comparison of the Communities 

Map 5.1 shows the location of the communities that will be surveyed in this study.  In this 

section, an introduction to the economic characteristics of each community will be provided. 

Industrial sectors in each community have been grouped into the ten aggregated sectors shown in 

table 5.1 to enable ease of comparison across the regions. 

Table 5.1. Sector Classification 

Sector name SIC 

1. Agriculture 01-02, 07-09 
2. Mining 10, 12-14 
3. Construction 15-17 
4. Manufacturing 20-39 
5. Transportation, Communication, and Utilities (TCU) 40-49 
6. Wholesale Trade 50-51 
7. Retail Trade 52-27, 59 
8. Finance, Insurance, and Real Estate (FIRE) 60-65, 67 
9. Services 58, 70, 72-73, 75-76, 78-84, 86-89 
10. Government Enterprises  

Tables 5.2 and 5.3 show the general tendency of economic structure across the communities, 

using the 1996 employment by sector.1  Table 5.2 lists employment totals, to provide an idea of 

the variations in size across communities, while the same data are portrayed in percentage terms 

                                                 
1  These data were obtained from the REIS CD-ROM 
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in table 5.3.  Most of the sample communities are specialized in the service sector (9); more than 

20% of total employment in each community is found in this sector.  Likewise, the retail trade 

sector (7) has around 15-20% of the total employment in each community, followed by 

government enterprises (10) with 10-15%.  It is noteworthy that Alliance, NE, has about 25% of 

their employment for TCU (5), while Alamogordo, NM, and Brookings, SD have more than 25% 

(37% and 27%, respectively) of the total employment working for government enterprises.  

Several communities have some concentrations of employment (10%+) in mining (2), 

construction (3), or manufacturing (4).  By and large, with the exceptions noted, the sample 

communities have a similar economic structure. 
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                                          Map 5.1: Location of Sample Communities 



R E A L 

 
 Final Report: Impact of Air Service on Rural and Small Metropolitan Communities 58 
 
 
 

  

Table 5.2: Total Employment and Distribution Across Major Sectors 

[Communities ranked in increasing order of total employment] 

Community County Total Agric Mining Construc. Manuf. TCU Wholes. Retail FIRE Services Govt. 
Wolf Point MT Roosevelt 5,196 646 54 193 117 164 114 796 252 1,770 1,090 
Worland WY Washakie 5,383 480 258 315 534 335 145 909 273 1,223 911 
Alliance NE Box Butte 7,945 958 0 262 380 1,804 293 1,200 330 1,660 1,058 
Devils Lake ND Ramsey 8,647 756 18 393 275 362 379 1,879 562 2,599 1,424 
Havre MT Hill 9,839 764 80 413 161 861 321 2,021 457 3,028 1,733 
Vernal UT Uintah 11,757 911 1,241 574 372 701 317 2,103 412 3,256 1,870 
Cortez CO Montezuma 12,611 956 144 1,411 625 447 246 2,470 625 3,733 1,954 
Williston ND Williams 13,259 1,070 1,298 543 428 557 757 2,414 682 3,815 1,695 
Alpena MI Alpena 17,476 (D) (D) 1,038 2,632 887 729 3,371 962 3,969 3,022 
Brookings SD Brookings 19,198 (D) (D) 758 3,299 561 650 3,324 794 3,497 4,971 
Great Bend KS Barton 19,599 1,203 1,900 1,038 1,654 755 1,017 3,436 775 5,303 2,518 
Ottumwa IA Wapello 19,911 969 22 855 3,080 1,191 550 3,989 626 5,844 2,785 
Rockland ME Knox 25,230 1,809 (L) 1,975 2,645 962 1,123 4,331 2,436 7,342 2,603 
Alamogordo NM Otero 27,972 820 56 1,414 1,091 1,095 301 4,173 1,236 7,539 10,247 
Greenville MS Washington 32,317 (D) (D) 948 4,864 2,349 1,217 5,124 1,243 9,469 5,240 
Mason City IA Cerro Gordo 32,429 1,326 20 1,464 4,575 1,212 1,624 6,768 1,923 10,290 3,227 
Ephrate/Moses Lake WA Grant 34,907 8,196 (D) 1,495 4,301 1,239 1,484 5,461 (D) 5,683 5,829 
Beckley WV Raleigh 36,146 468 2,068 2,420 1,110 1,393 1,748 8,275 1,677 11,516 5,471 
Rutland VT Rutland 38,349 1,257 254 2,551 5,445 1,689 1,259 7,605 1,737 11,670 4,882 
Hot Springs AR Garland 43,978 1,056 336 4,065 4,211 1,307 1,683 9,427 2,727 14,827 4,339 
Bullhead City AZ Mohave 47,117 891 263 4,492 3,134 2,128 1,384 11,347 3,674 13,547 6,257 
Prescott AZ Yavapai 61,085 (D) (D) 5,808 4,001 1,824 1,621 13,250 4,596 19,413 8,016 
Athens GA Clarke 72,393 (D) (D) 2,440 10,861 1,922 3,252 15,046 3,013 18,161 16,928 
Tuscaloosa AL Tuscaloosa 86,793 1,522 2,787 6,386 11,268 2,933 2,932 16,848 3,415 18,382 20,320 
Topeka KS Shawnee 118,963 1,593 435 5,864 10,578 7,069 3,624 21,320 9,181 35,323 23,976 
Santa Rosa CA Sonoma 236,807 12,840 724 15,123 26,181 7,580 8,697 42,890 20,271 75,289 27,212 
Blythe CA Riverside 528,511 30,713 999 40,423 46,071 15,729 16,345 99,917 37,520 160,692 80,102 
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Table 5.3. Employment Share by Sector in 1996 
[Communities listed in alphabetical order] 

Community Agric Mining Construc. Manuf. TCU Wholes. Retail FIRE Services Govt. 

Alamogordo NM 0.8% 0.2% 5.2% 4.0% 4.0% 1.1% 15.2% 4.5% 27.5% 37.4% 
Alliance NE 2.4% 0.0% 3.7% 5.3% 25.2% 4.1% 16.8% 4.6% 23.2% 14.8% 
Alpena MI n/a n/a 6.2% 15.8% 5.3% 4.4% 20.3% 5.8% 23.9% 18.2% 
Athens GA n/a n/a 3.4% 15.2% 2.7% 4.5% 21.0% 4.2% 25.4% 23.6% 
Beckley WV 0.5% 5.8% 6.7% 3.1% 3.9% 4.9% 23.1% 4.7% 32.1% 15.3% 
Blythe CA 3.6% 0.2% 7.8% 8.9% 3.0% 3.2% 19.3% 7.3% 31.1% 15.5% 
Brookings SD n/a n/a 4.2% 18.5% 3.1% 3.6% 18.6% 4.4% 19.6% 27.8% 
Bullhead City AZ 1.2% 0.6% 9.6% 6.7% 4.5% 3.0% 24.3% 7.9% 29.0% 13.4% 
Cortez CO 1.9% 1.2% 11.9% 5.3% 3.8% 2.1% 20.8% 5.3% 31.4% 16.5% 
Devils Lake ND 1.8% 0.2% 4.9% 3.4% 4.5% 4.7% 23.4% 7.0% 32.4% 17.7% 
Ephrate/Moses Lake WA 6.4% n/a 5.5% 15.8% 4.5% 5.4% 20.0% n/a 20.9% 21.4% 
Great Bend KS 1.2% 10.2% 5.6% 8.9% 4.1% 5.5% 18.5% 4.2% 28.5% 13.5% 
Greenville MS n/a n/a 3.1% 16.0% 7.7% 4.0% 16.8% 4.1% 31.1% 17.2% 
Havre MT 1.6% 0.9% 4.5% 1.7% 9.3% 3.5% 21.9% 5.0% 32.8% 18.8% 
Hot Springs AR 1.5% 0.8% 9.3% 9.7% 3.0% 3.9% 21.6% 6.3% 34.0% 10.0% 
Mason City IA 1.0% 0.1% 4.7% 14.6% 3.9% 5.2% 21.5% 6.1% 32.7% 10.3% 
Ottumwa IA 0.7% 0.1% 4.5% 16.1% 6.2% 2.9% 20.9% 3.3% 30.6% 14.6% 
Prescott AZ n/a n/a 9.9% 6.8% 3.1% 2.8% 22.6% 7.9% 33.2% 13.7% 
Rockland ME 6.0% n/a 7.9% 10.6% 3.9% 4.5% 17.4% 9.8% 29.5% 10.5% 
Rutland VT 1.5% 0.7% 6.8% 14.5% 4.5% 3.3% 20.2% 4.6% 31.0% 13.0% 
Santa Rosa CA 2.3% 0.3% 6.6% 11.4% 3.3% 3.8% 18.7% 8.8% 32.8% 11.9% 
Topeka KS 0.6% 0.4% 5.0% 9.0% 6.0% 3.1% 18.1% 7.8% 29.9% 20.3% 
Tuscaloosa AL 1.1% 3.2% 7.4% 13.1% 3.4% 3.4% 19.5% 4.0% 21.3% 23.6% 
Vernal UT 1.1% 11.3% 5.2% 3.4% 6.4% 2.9% 19.2% 3.8% 29.7% 17.0% 
Williston ND 1.1% 10.5% 4.4% 3.5% 4.5% 6.1% 19.6% 5.5% 30.9% 13.7% 
Wolf Point MT 2.0% 1.2% 4.2% 2.5% 3.5% 2.5% 17.1% 5.4% 38.1% 23.5% 
Worland WY 2.8% 5.1% 6.2% 10.6% 6.6% 2.9% 18.0% 5.4% 24.2% 18.1% 

Note:  N/A indicates no measurable employment in this sector 
 Shaded/bold numbered cell indicates employment category with the largest share. 
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After undertaking a shift and share analysis, the size of the Regional Shift in employment 

between 1990 and 1996 was used to allocate the 27 communities in this study into the following 

three types: 

1) Balanced Growth or Decline (no sector exceeds 25%) 

2) Skewed Growth or Decline (one or more sectors exceed 25%) 

3) Mixed Growth and Decline (co-existence of sectors exceeding +25% and –25%) 

1) Balanced Growth or Decline indicates the regions in which none of the sectors is growing 

particularly faster or slower (or declining) than comparable sectors in the national economy.   

2) 2) Skewed Growth or Decline features regions that have one or more sectors growing 

significantly faster or slower (or declining) than the national growth trends. 

3) 3) Mixed Growth and Decline identifies the regions in which one or more sectors are 

growing significantly faster than the national level, at the same time some other sectors are 

declining noticeably.   

The results are summarized in table 5.4  and, for more detail, see figures 1 through 27. 

Table 5.4:  Taxonomy of Regional Growth 

1) Balanced Growth or Decline 

 Alpena, MI Athens, GA Beckley, WV Blythe, CA 

 Ephrate/Moses Lake, WA  Greenville, MS Hot Springs, AR 

 Santa Rosa, CA Topeka, KS Tuscaloosa, Al Vernal, UT 

2) Skewed Growth or Decline 

 Alliance, NE Brookings, SD Bullhead City, AZ Devils Lake, ND 

 Great Bend, KS Mason City, IA Ottumwa, IA Prescott, AZ 

 Rockland, ME Rutland, VT Williston, ND 

3) Mixed Growth and Decline 

 Alamogordo, NM Cortez, CO Havre, MT Wolf Point, MT 

 Worland, WY 
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Table 5.4 provides a taxonomy of regional growth for the 27 regions in this study.  To assist in 

the interpretation, the following guidelines will be provided.  For regions in the balanced growth 

and decline category, the radar diagram approaches a circular form along the 0% lines, indicating 

that the changes in most sectors are similar to the ones at the national level.  Note, this does not 

mean that the sectors are not growing since the data are for the regional shifts not the overall 

growth.  Typical cases are Athens, GA, Beckley, WV, and Hot Springs, AR.  The radar diagram 

for the skewed growth or decline regions has one or more spikes, or one or more dips, such as 

Bullhead City, AZ, Mason City, IA, and Rockland, ME for the former, Great Bend, KS, and 

Ottumwa, IA for the latter case.  The regions in the mixed growth and decline category have a 

quite differently shaped radar diagram from the above two categories.  Most regions in this 

category have a sector with exceptional decline and one or more sectors with sizable growth, for 

example, Cortez, CO, Wolf Point, MT, and Worland, WY. 

Figures 28 through 37 indicate the distribution of the share of Regional Shift in current 

employment across the regions (the order of the communities in the diagrams is alphabetical).  

Mining and manufacturing sectors feature relatively large variations in the distribution across the 

regions.  This may imply that these sectors rely more on region specific factors, such as natural 

resources, than other sectors and, further, they may be more susceptible to fluctuations in 

demand generated by small changes in business cycles.  On the other hand, retail trade, services, 

and government enterprises sectors have much less variation across the regions, with very small 

values.  This observation indicates that these sectors are growing at a similar rate to the same 

sectors at the national level, or that these sectors may depend less on regional specific 

advantages.  Recall that these three latter sectors are the dominant sectors in the majority of 

communities in terms of the shares of employment (see tables 2 and 3).  Relatively large 

variation in mining and manufacturing sectors might be caused by fluctuations over small 

employment changes in those sectors.  Further analysis would be required to explore the reasons 

for these fluctuations. 
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5.1.4 Conclusions 

In this section, 27 communities are compared and analyzed using shift and share analysis.  

Although these communities share a similar economic structure, in terms of the share of 

employment by sector, shift and share analysis found differences in the growth patterns across 

the communities and the sectors.  The communities can be categorized into three typical types of 

growth, based on the role of the regional shift in current levels.  The difference among the three 

types indicates that regional specific factors, for example natural resources and labor force 

characteristics, may significantly influence the growth of regional economies.   

Additional explanations may be afforded by the insights that are derived from the business and 

travel agency questionnaire data.  As indicated earlier, since shift and share analysis cannot 

explain the causality of the growth or decline of these communities, further analysis of their 

economic structures would be required.  In section 5.3, the first step in this direction will be 

taken;  communities that are not part of the sample, yet share characteristics that allow analysts 

to claim them as sister communities will be used to chart differences and similarities in economic 

performance. 
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Figure 1. Alamogordo, NM: 1991-1996
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Figure 2. Alliance, NE: 1991-1996
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Figure 3. Alpena, MI: 1991-1996
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Figure 4. Athens, GA: 1991-1996
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Figure 5. Beckley, WV: 1991-1996
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Figure 6. Blythe, CA: 1991-1996
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Figure 7. Brookings, SD: 1991-1996
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Figure 8. Bullhead City, AZ: 1991-1996
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Figure 9. Cortez, CO: 1991-1996
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Figure 10. Devils Lake, ND: 1991-1996
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Figure 11. Ephrate/Moses Lake, WA: 1991-1996
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Figure 12. Great Bend, KS: 1991-1996
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Figure 13. Greenville, MS: 1991-1996
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Figure 14. Havre, MT: 1991-1996
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Figure 15. Hot Springs, AR: 1991-1996
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Figure 16. Mason City, IA: 1991-1996
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Figure 17. Ottumwa, IA: 1991-1996
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Figure 18. Prescott, AZ: 1991-1996
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Figure 19. Rockland, ME: 1991-1996
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Figure 20. Rutland, VT: 1991-1996

-50.0%
-25.0%

0.0%
25.0%

50.0%
Agriculture

Mining

Construction

Manufacturing

TCU

Wholesale Trade

Retail Trade

FIRE

Services

Governments

 



R E A L 

 
 Final Report: Impact of Air Service on Rural and Small Metropolitan Communities 68 
 
 
 

  

Figure 21. Santa Rosa, CA: 1991-1996
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Figure 22. Topeka, KS: 1991-1996
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Figure 23. Tuscaloosa, AL: 1991-1996
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Figure 24. Vernal, UT: 1991-1996
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Figure 25. Williston, ND: 1991-1996
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Figure 26. Wolf Point, MT: 1991-1996
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Figure 27. Worland, WY: 1991-1996
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Figure 28. Share of Regional Shift across the Communities (Agriculture sector) 
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Figure 29. Share of Regional Shift across the Communities (Mining sector) 



R E A L 

 
 Final Report: Impact of Air Service on Rural and Small Metropolitan Communities 71 
 
 
 

  

-100.0%

-80.0%

-60.0%

-40.0%

-20.0%

0.0%

20.0%

40.0%

60.0%

80.0%

100.0%

Alamogordo
NM

Beckley WV Cortez CO Greenville MS Ottumwa IA Santa Rosa CA Williston ND

 
Figure 30. Share of Regional Shift across the Communities (Construction sector) 
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Figure 31. Share of Regional Shift across the Communities (Manufacturing sector) 
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Figure 32. Share of Regional Shift across the Communities (TCU sector) 
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Figure 33. Share of Regional Shift across the Communities (Wholesale Trade sector) 
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Figure 34. Share of Regional Shift across the Communities (Retail Trade sector) 
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Figure 35. Share of Regional Shift across the Communities (FIRE sector) 
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Figure 36. Share of Regional Shift across the Communities (Services sector) 
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Figure 37. Share of Regional Shift across the Communities (Government Enterprises sector) 
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5.2 Preliminary Assessment 

While, in many ways, the regional economies of the US are becoming more similar in terms of 

economic structure, significant differences in economic performance still remain.  Explanations 

for these differences lie in factors that reflect geographical location as well as the specificity of 

the goods and services produced.  The analysis conducted above was accomplished at a level of 

sectoral aggregation that facilitated comparisons across communities to be made without 

drowning in detail.  However, it is often in these details that some of the important differences 

may lie.  For example, while two communities may have a similar concentration in 

manufacturing, if one community’s manufacturing is dominated by steel production and another 

by petrochemicals, then it is unlikely that the business fluctuations for the two communities will  

be identical. 

To complement this analysis, a parallel investigation was undertaken;  this will be described in 

the next section. 

 

5.3 Peer Analysis 

In our current competitive environment, tables rating the economic performance, quality of life, 

desirability as a place to live and so forth have become the basis of feature articles in many 

popular business and weekly magazines.  However, many of these analyses are based on 

somewhat casual empiricism – as evidenced by the fact that communities often ascend or 

descend in the rankings rather dramatically over a period of a year.  In reality, community 

economic performance rarely changes so precipitously – save for the case when a major firm 

expands, contracts or closes down altogether.  A second problem with the ratings’ analysis is the 

fact that communities of different size and economic structure are pitted against each other.  

Does it really make sense to compare a community of 100,000 with one of 3 million? 

To circumvent many of these problems, an alternative approach was undertaken.  For lack of a 

better term, this analysis may be referred to as peer analysis.  The idea behind the analysis is 

relatively simple but this simplicity belies the significant methodological problems associated 
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with implementation.  These issues are covered in the next section;  more detail about the 

methodology is provided in Appendix II. 

5.3.1 Overview of methodology 

The basic premise of the methodology is the idea that when one compares the economic 

performance of a community, one should do so with a reference group that makes sense.  The 

shift and share analysis described earlier compares the community with the country as a whole;  

it provides a useful benchmark for assessing a community’s performance in a national context.  

However, as noted earlier, communities, even with similar economic structures, experience 

differences in economic performance, but how does the performance vary across comparable 

communities?  The operative word here is comparable;  unfortunately, economic structure and 

performance are not as easily and uncontrovertibly measured as DNA.  A comparable 

community can be considered to be one of the same size and economic structure with a 

comparable geographic location.  Location can be considered in two senses – a specific set of 

coordinates on a map or in a relative sense.  In this latter sense, one is more interested in the 

community’s proximity to other communities or to a metropolitan area.  To capture relative 

location, two measures are adopted – population potential within 60 and 500 miles and distance 

to a city of 25,000 and 100,000.  Population potential may be considered the opportunity to 

interact with population within a given radius;  in a sense, it is a measure of the density of 

population within the vicinity of the sample community. 

Other variables considered include growth rates of population, income, income per capita, 

income transfers, dividends and interest income, the unemployment rate and the percentage of 

the adult population with a high school education. 

Hence, in the search for comparable communities, a complex algorithm is used to identify as 

many communalities as possible;  a perfect match is never possible since there are no two 

communities with exactly the same characteristics.  The algorithm finds the best match, given all 

the various limitations imposed by data availability;  as in the case of the shift and share analysis, 

the search process is conducted at the county level. 
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Map 5.2 shows the pairing of the sample communities and their peers.  In some cases, the peers 

were located in the same state, but more often they were not.  Some peer communities were 

geographically far removed from the sample communities, but most of the distance separation 

was along the east-west rather than the north-south axis. 
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Table 5.5 Sample Counties and their Peers 

FIPS Code Name, state FIPS Code Name, state Goodness of Fit* 
1125 Tuscaloosa, AL 37129 New Hanover, NC 1.8 
4015 Mohave, AZ 12075 Levy, FL 7.9 

4025 Yavapai, AZ 12127 Volusia, FL 6.3 

5051 Garland, AR 37125 Moore, NC 4.0 

6065 Riverside, CA 34029 Ocean, NJ 4.0 

6097 Sonoma, CA 6087 Santa Cruz, CA 1.4 

8083 Montezuma, CO 35007 Colfax, NM 3.8 

13059 Clarke, GA 33017 Strafford, NH 4.3 

19033 Cerro Gordo, IA 18187 Webster, IA 1.4 

19179 Wapello, IA 42083 McKean, PA 1.9 

20009 Barton, KS 46035 Davison, SD 3.2 

20177 Shawnee, KS 31109 Lanscaster, NE 4.0 

23013 Knox, ME 50005 Caledonia, VT 3.1 

26007 Alpena, MI 26029 Charlevoix, MI 1.9 

28151 Washington, MS 13261 Sumter, GA 2.4 

30041 Hill, MT 30101 Toole, MT 5.5 

30085 Roosevelt, MT 30071 Phillips, MT 3.6 

31013 Box Butte, NE 53021 Franklin, WA 7.4 

35035 Otero, NM 40031 Camanche, OK 10.0 

38071 Ramsey, ND 38093 Stutsman, ND 1.8 

38105 Williams, ND 30021 Dawson, MT 3.0 

46011 Brookings, SD 31089 Holt, NE 2.9 

49047 Unitah, UT 35025 Lea, NM 5.0 

50021 Rutland, VT 55063 La Crosse, WI 1.6 

53025 Grant, WA 6101 Sutter, CA 4.4 

54081 Raleigh, WV 54083 Randolph, WV 3.5 

56043 Washakie, WY 56045 Weston, WY 3.2 

*Mahalanobis distance measure – higher numbers indicate better fit. 
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Table 5.6 Mean growth rate Differences in Employment between Sample Communities and their Peers, 1978-1995 
 
Sector 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995
Total employment 0.000 0.005 0.011 0.012 0.013 0.021 0.021 0.013 0.013 0.005 0.012 0.028 0.044 0.043 0.044 0.057 0.062
Prob>t 1.00 0.74 0.59 0.55 0.48 0.33 0.35 0.56 0.63 0.87 0.75 0.54 0.38 0.42 0.43 0.34 0.33
Wage & salary employment -0.003 0.000 0.010 0.010 0.010 0.019 0.023 0.015 0.012 0.004 0.011 0.035 0.049 0.050 0.054 0.065 0.072
Prob>t 0.73 0.99 0.70 0.69 0.63 0.45 0.38 0.55 0.67 0.89 0.76 0.41 0.30 0.31 0.31 0.27 0.25
Farm employment -0.034 -0.019 -0.032 -0.052 -0.051 -0.044 -0.041 -0.037 -0.055 -0.070 -0.081 -0.088 -0.116 -0.100 -0.100 -0.118 -0.115
Prob>t 0.03 0.21 0.31 0.15 0.21 0.22 0.23 0.21 0.12 0.12 0.12 0.13 0.07 0.08 0.12 0.09 0.11
Private employment 0.005 0.013 0.025 0.027 0.026 0.037 0.037 0.022 0.023 0.017 0.026 0.044 0.062 0.060 0.058 0.075 0.083
Prob>t 0.64 0.49 0.35 0.28 0.23 0.17 0.16 0.40 0.46 0.65 0.55 0.42 0.28 0.34 0.36 0.29 0.26
Ag. services and other 0.015 0.044 0.056 0.225 0.227 0.192 0.194 0.074 -0.018 -0.017 0.056 0.153 0.220 0.238 0.198 0.222 -0.074
Prob>t 0.64 0.45 0.40 0.02 0.03 0.15 0.16 0.52 0.92 0.92 0.80 0.56 0.51 0.45 0.59 0.61 0.87
Mining -0.091 -0.433 -0.310 -0.390 -0.550 -0.814 -0.630 -1.245 -1.491 -0.739 -0.526 -0.413 -0.221 0.030 -0.330 -0.269 -0.180
Prob>t 0.67 0.41 0.51 0.35 0.13 0.19 0.15 0.03 0.03 0.16 0.24 0.35 0.61 0.93 0.41 0.46 0.66
Construction 0.003 -0.001 -0.012 0.018 0.048 0.099 0.075 0.021 0.006 0.032 0.097 0.093 0.086 0.090 0.036 0.033 0.049
Prob>t 0.93 0.98 0.84 0.76 0.47 0.17 0.30 0.77 0.95 0.75 0.38 0.41 0.39 0.37 0.68 0.75 0.67
Manufacturing -0.015 -0.042 -0.024 0.021 0.023 0.048 0.093 0.111 0.125 0.100 0.067 0.078 0.079 0.073 0.051 0.073 0.092
Prob>t 0.57 0.33 0.64 0.72 0.69 0.50 0.27 0.19 0.18 0.34 0.55 0.48 0.46 0.50 0.66 0.58 0.53
Transportation/public utilities 0.037 0.058 0.064 0.076 0.050 0.085 0.082 0.056 0.046 0.042 0.032 0.058 0.089 0.053 0.005 0.007 0.030
Prob>t 0.04 0.04 0.15 0.20 0.38 0.18 0.23 0.41 0.56 0.61 0.67 0.45 0.27 0.56 0.96 0.94 0.73
Whosesale trade 0.016 -0.004 0.044 0.068 0.033 0.052 0.020 0.033 0.086 0.018 0.061 0.109 0.112 0.088 0.110 0.138 0.116
Prob>t 0.64 0.93 0.46 0.22 0.53 0.33 0.74 0.60 0.33 0.84 0.55 0.32 0.35 0.48 0.48 0.45 0.54
Retail trade -0.005 0.008 0.007 0.001 0.008 0.004 0.003 -0.025 -0.018 -0.018 -0.010 0.016 0.039 0.047 0.058 0.075 0.073
Prob>t 0.72 0.68 0.77 0.98 0.72 0.89 0.92 0.45 0.63 0.66 0.83 0.77 0.52 0.48 0.40 0.31 0.35
FIRE 0.013 0.020 0.017 0.030 0.013 0.001 -0.005 -0.017 -0.019 -0.040 -0.014 -0.008 -0.030 -0.038 -0.039 0.019 0.044
Prob>t 0.42 0.52 0.67 0.52 0.76 0.99 0.89 0.68 0.79 0.61 0.88 0.93 0.76 0.70 0.71 0.87 0.71
Services 0.004 0.014 0.010 0.089 0.085 0.092 0.092 0.002 0.019 0.067 0.067 0.072 0.096 0.085 0.100 0.136 0.196
Prob>t 0.75 0.33 0.53 0.13 0.16 0.18 0.21 0.95 0.66 0.34 0.37 0.41 0.30 0.41 0.37 0.27 0.21
Government -0.010 -0.028 -0.026 -0.033 -0.016 -0.020 -0.020 -0.005 0.002 0.004 0.001 0.013 0.029 0.040 0.038 0.037 0.043
Prob>t 0.27 0.04 0.13 0.09 0.41 0.31 0.04 0.86 0.95 0.87 0.97 0.68 0.45 0.34 0.38 0.42 0.38
Federal, civilian -0.014 -0.100 -0.102 -0.117 -0.100 -0.097 -0.110 -0.092 -0.091 -0.110 -0.150 -0.196 -0.197 -0.192 -0.156 -0.154 -0.164
Prob>t 0.49 0.01 0.01 0.01 0.05 0.05 0.03 0.08 0.11 0.07 0.04 0.01 0.03 0.05 0.10 0.10 0.10
Military -0.027 -0.023 -0.004 0.017 0.015 0.039 0.070 0.079 0.088 0.104 0.111 0.121 0.129 0.113 0.102 0.089 0.085
Prob>t 0.03 0.41 0.93 0.73 0.77 0.47 0.25 0.25 0.17 0.12 0.10 0.07 0.05 0.10 0.13 0.20 0.18
State and local -0.004 -0.017 -0.007 -0.015 -0.003 -0.008 -0.007 0.011 0.019 0.029 0.030 0.049 0.067 0.081 0.074 0.075 0.090
Prob>t 0.71 0.26 0.72 0.48 0.90 0.72 0.78 0.69 0.53 0.35 0.34 0.17 0.12 0.08 0.12 0.15 0.13
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Table 5.7 Growth Rate Differences between Each Sample Community and its Peer, 1978-1995 

 

 

Sample County 

 

Peer 

 
Growth Rate Differences in 

Total Employment 

Standardized Growth Rate 
Differences in Total 

Employment 
Tuscaloosa, AL New Hanover, NC -0.26 -0.79 

Mohave, AZ Levy, FL 0.83 2.58 

Yavapai, AZ Volusia, FL 0.88 2.71 

Garland, AR Moore, NC -0.12 -0.36 

Riverside, CA Ocean, NJ 0.31 0.97 

Sonoma, CA Santa Cruz, CA 0.13 0.41 

Montezuma, CO Colfax, NM 0.47 1.45 

Clarke, GA Strafford, NH 0.02 0.06 

Cerro Gordo, IA Webster, IA 0.21 0.64 

Wapello, IA McKean, PA 0.00 0.01 

Barton, KS Davison, SD -0.21 -0.65 

Shawnee, KS Lanscaster, NE -0.16 -0.49 

Knox, ME Caledonia, VT 0.22 0.68 

Alpena, MI Charlevoix, MI -0.33 -1.02 

Washington, MS Sumter, GA -0.41 -1.26 

Hill, MT Toole, MT 0.05 0.16 

Roosevelt, MT Phillips, MT -0.17 -0.51 

Box Butte, NE Franklin, WA -0.32 -0.98 

Otero, NM Camanche, OK 0.11 0.34 

Ramsey, ND Stutsman, ND 0.13 0.40 

Williams, ND Dawson, MT 0.28 0.86 

Brookings, SD Holt, NE 0.37 1.13 

Unitah, UT Lea, NM 0.21 0.65 

Rutland, VT La Crosse, WI -0.11 -0.33 

Grant, WA Sutter, CA -0.16 -0.48 

Raleigh, WV Randolph, WV -0.21 -0.64 

Washakie, WY Weston, WY -0.13 -0.41 

 

Table 5.5 provides the sample communities and their sisters as identified by the peer search 

algorithm.  Only the peer county most closely resembling the sample county was chosen.  As can 

be seen from the table, the goodness of fit varies across the pairings.  One can think of this 

measure as the degree to which the two counties are similar – the higher the number, the better 

the fit.  Not surprisingly, some of the sample counties had few peers from which to choose and 
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the set of available options did not yield a peer that had very much resemblance to the sample 

county.  Unfortunately, there is nothing that can be done to rectify this problem since the set of 

choices is finite (some 3,000 US counties). 

5.3.2 Findings 

Tables 5.6 and 5.7 provide a summary of the results.  Table 5.6 compares the mean growth rate 

differences between the sample communities and their peers for each year since 1978 through 

1995.  Overall, there are few significant differences;  when the experience for the whole period 

(1978-1995) is evaluated (table 5.7), this finding is reinforced.  Twelve of the sample 

communities experienced lower growth rates in total employment over the period in question, 

with the remaining sample communities growing faster but the differences are small and not 

statistically significant. 

5.3.3 Interpretation 

How might one interpret these findings?  The shift and share analysis reveals significant 

differences in economic structure and performance when measured against the US economy as a 

whole.  However, when the communities are compared with their peers, the differences tend to 

be very small.  Taken in aggregate, one can conclude that the presence of air service may have 

helped many of these communities avoid lagging behind their peers.  It was noted in the 

introduction that the problem with transportation impact assessment is the lack of a clean line of 

causeeffect between the presence of an airport and economic development;  however, the 

interpretation of the peer analysis would suggest that the existence of local air service (whether 

patronized or not) could be viewed as an important component in a community’s economic 

development profile by community leaders.  In the urban transportation literature, there is a 

parallel concept – the notion of an option demand to explain why individuals who do not use 

public transportation on a regular basis may nevertheless support its existence.  In essence, they 

have the option or alternative in the event that other forms of transportation (such as their private 

vehicle) are unavailable.  Local air service may be viewed in this fashion by many businesses – 

especially as a means for suppliers/clients to reach them. 
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5.4 Summary 

The fact that the shift and share analysis and the peer analysis did not result in significant 

differences in economic structures between communities with EAS and similar communities 

without, suggests that the effectiveness of the air service is not being felt in at least half of the 

sample communities.  Older measures of subsidy effectiveness such as dollars-per-enplanement 

may not be the best method of assessing the EAS program.  Key to the program’s effectiveness is 

the use of the service by businesses and to a lesser extent, pleasure travelers.  The next section 

will discuss survey results concerning program effectiveness and local perceptions. 

With these preliminaries completed, the next chapter will provide the responses to the business 

and travel agent surveys. 
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6. Survey Results 

 

In this chapter, attention is focused on the responses to the two survey instruments.  A brief recap 

of the questions is provided;  thereafter, the main findings are reviewed. 

6.1 Business Survey 

6.1.1 Description of survey, response rate, expectations 

A response rate in excess of 20% was achieved, with 18 communities represented.  The 

expectations were that communities would view local service as essential but that there would be 

significant diversion of patronage to nearby hubs.  Further, it was expected that there would be 

some reaction to pricing structures, frequency of service and the choice of destinations.  Overall, 

it was felt that differences would reflect geographic location rather than community size. 

6.1.2 General Statistics 

Table 6.1 summarizes the quantitative responses;  these responses, in turn, are displayed 

graphically in figures 6.1 through 6.25 for ease of comparison across communities.  In the 

figures, the global average is also displayed.  For the most part, the community responses come 

from relatively smaller establishments;  recall that these are communities in which non-

manufacturing assumes a very large role with manufacturing the largest employer of non-service 

activities.  The survey instrument was biased towards establishments – both manufacturing and 

non-manufacturing with a higher probability of using air service (i.e., local businesses such as 

plumbing supply, dry cleaners etc. were not surveyed). 

6.1.3 Comparative analysis across communities for quantitative responses 

Figure 6.2 displays the responses to the question “ Does good air transportation access apply to 

your geographic location?”  with response coded 1 signifying yes and 2  no.  The responses 

tended to be closer to 2 than 1, with the global average of 1.6.  In section 6.1.3, the reasons for 

these responses will be provided, drawing on the open-ended written comments of the 

respondents. 
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When asked about the importance of good local air transportation for their company’s business 

and its expansion, the overall average response (figure 6.3) was close to 3 (important) on a four 

point scale ranging from unimportant to very important.  Interestingly, some communities that 

responded strongly that they did not have good transportation access (e.g. Ottumwa and 

Greenville) rated the importance factor somewhere between unimportant/no relationship to 

somewhat important.  Overall, the response rates were reasonably uniform. 

Figures 6.4 through 6.11 summarize the categorical responses (on a ten-point scale with 1 being 

very unimportant and 10 very important) to a question about the importance of these factors in 

travel decisions concerning airline service.  Surprisingly, large aircraft size rated only an average 

response (5.5);  in contrast, low airline fares played a much more important and consistent role 

across communities (8.2 average).  Proximity if the airport to home/work and convenience of the 

airline scheduule were also rated highly, though not quite as strongly (7.10 and 8.0) respectively.  

There was more variation in the rersponse to the role of departure from a hub airport.  While the 

global average was slightly in excess of 6.0, Rutland, Mason City and Greenville returned 

averages closer to 8. 

One response that will be surprising (in view of the travel agent responses) was the importance 

attached to the use of a local airport.  Overall, it received a 7.5 average, with Mason City in 

excess of 8.0.  The one area of strong unanimity was the role of the reliability of service;  it rated 

a global average of close to 9.0 with responses in Rutland and Mason City closer to 10.  By 

contrast, frequent flyer programs appeared to be rated rather lower (4.75 average). 

The next set of questions asked respondents to consider several characteristics about airline 

service features at their local airport.   The six-point scale here ranged from 1 (very unsatisfied) 

to 6 (very satisfied). The airline schedule (figure 6.12) was rated as somewhat satisfied, with 

respondents in Ephrate and Devils Lake even more satisfied, while Alpena, Athens, Beckley, 

Mason City, Ottumwa and Rockland were unsatisfied.  Aircraft size (figure 6. 13) seemed not to 

be a problem with the majority of the respondents satisfied or better.  There was much more 

variation in responses to airline fares and destination choices (figures 6.14 and 6.15). 
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The final set of questions asked respondents to reflect on reasons for their reluctance to fly from 

the local airport;  again, a ten point scale was used.  Here, small aircraft size (figure 6.16) elicited 

some strong responses in some communities although the average was 5.0. There was much 

more unanimity about the importance of high airline fares (figure 6.17) – the global average was 

8.2 (close to very important).  Airport proximity (figure 6.18) rated an important response, but 

here there was more variation.  There is no doubt that inconvenient airline schedules play a 

major role in decisions to use the local airport (figure 6.19);  some responses were close to 9.5.  

On the other hand, the reliability of service (figure 6.20) did not appear to generate as important 

a response as one might have expected, given the previous high ranking of this factor in the 

decision process.  Few respondents chose to indicate the role of frequent flyer programs (figure 

6.21). 

The final four figures (6.22-6.25) indicate the mode employed to reach the airport;  here personal 

car dominated, although some communities indicated a use of bus that exceeded 10%. 

As in any analysis, respondents often feel constrained by circling preferences;  hence, two 

questions were left open-ended.  The responses to these questions will occupy the next section. 

6.1.4 Summary of qualitative responses 

While respondents were asked whether the community has good transportation access, if they 

responded negatively, they were asked to define what they interpreted as good access.  In 

general, the responses indicated that local airline service should be more affordable, reliable and 

convenient.  Many respondents, particularly in the west (Montana, Wyoming and Colorado) and 

in Kansas reported that they usually drove to a larger airport instead of flying from their local 

airport.  The most oft-cited reasons for doing so was that the price of flying to the larger airports 

from the local airport was too high, flights were infrequent and unreliable and that the number of 

alternate carriers at the local airport was very low. 

In addition, some reported that they would prefer an airport that could accommodate larger jets 

and thus more people.  In southern Colorado, in particular, many complained that local flights 

were almost always sold out, particularly in peak periods.  Fewer people complained that 

weather problems prevented timely departures and arrivals at local airports;  there were strong 
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indications of a need to service more cities.  While one respondent complained about the lack of 

public transportation to the local airport, this was not a theme shared by any other person. 

The final question on the survey asked respondents to comment or make suggestions for air 

service improvements.  There was a general response to the effect that the current level of air 

service was a severe impediment to growth in the local area.  The reasons cited were: 

 Prices too high, especially when trips had to be planned at short notice; 

 Flights were inconveniently scheduled and infrequent, thus increasing travel times and 

decreasing productivity; 

 Service was limited to one or two hubs, decreasing business opportunities beyond these 

cities 

 Discomfort of traveling in smaller planes – including the lack of restrooms and facilities 

for the disabled, safety and weather restrictions. 

Several stated that they would only use local air service for business because it was too costly 

otherwise and flight availability on the weekend or holidays was inadequate.  Many businesses in 

Colorado complained about the monopoly problem (United), in contrast, the monopoly provider 

in Montana, (Big Sky) was viewed more favorably.  It would seem that the complaint of a lack of 

local competition has much to do with the perceptions of the providers’ commitment to the 

provision of good service, low prices etc. Some respondents in Alabama, Kansas and Colorado 

suggested the development of a medium-sized regional airport, geographically positioned to 

service more than one local community. 

6.1.5 Preliminary Assessment 

It would be surprising if there had been unanimity in the responses but some preliminary 

findings would suggest that: 

 The level of service at local airports is not meeting the needs of the business community 

 The lack of good airport access is perceived to be hindering local economic development 
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 The problems range across a spectrum from inconvenient schedules, high prices, small 

aircraft, lack of destination choice etc.  

One might surmise that the marketing attention directed to these airports has not been as 

sophisticated as one might have expected;  these findings and interpretations will be reinforced 

once the travel agent survey is reviewed in the next section. 

 

6.2 Travel Agent Survey 

6.2.1 Description of survey, expectations 

Of the 87 surveys sent out, 20 completed forms were returned, and 5 surveys were sent back by 

the post office for a 24 percent response rate.  Normal response rates for this type of survey have 

ranged between 18 and 28 percent.  Responses were received from 16 different communities.  Of 

these, 10 could be considered “western” EAS communities (west of the Mississippi River) and 6 

could be considered “eastern” EAS communities. 

The responding travel agencies differed in size, ranging from 1 to 7 full time employees, with an 

average of 4.  Regardless of the size of the agency, most respondents gave useful, qualitative 

answers and suggestions for the improvement of air service for their various local airports.  

Summarized below are the answers to the various questions on the survey. 

6.2.2 Summary of findings 

Annual airline ticket sales.  Of the fifteen travel agencies that responded to this question, 

estimated airline ticket sales for each agency ranged between $500,000 and $3.5 million 

annually, with an average of $1.3 million.  A total of $20.5 million in annual airline ticket sales 

(roughly 65,000 tickets) was represented by respondents to the survey. 

 
Please estimate the percentage use of the local airport and other nearby airports.  This question 

was designed to measure the effectiveness of the local EAS airport in capturing local air 

passenger demand.  The portion of air passenger traffic that uses other nearby airports is called 
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“leakage” and the size of the leakage is indicative of the acceptance of the local air service. The 

estimate of percentage use, weighted by each agency’s ticket sales is as follows: 

Local Airport 7.4% 
Nearby Hub Airport 72.3% 
Secondary Hub Airport 11.0% 
Other Airport 9.3% 
Total 100.0% 

 
Each travel agency filled in the appropriate name of the other airports used.  But it can be seen 

that the airport least used was the local EAS airport.  The vast majority of air passengers drive 

past the local airport to the nearest hub airport to begin the air portion of their trips. 

 
Does the term”Good Air Transportation Access” apply to your geographic location?  Of the 

nineteen respondents to this question, ten agencies answered “no,” while nine agencies answered 

“yes.” Interestingly, respondents answering that they have “Good Air Transportation Access” 

actually had greater leakage to other nearby airports (94.4 percent leakage) than respondents 

answering “no” to this question (89.7 percent leakage).  A partial explanation of this was given 

by one respondent who indicated that good air transportation service was “within 2 hours drive.” 

For those respondents answering “no” to this question, greater detail was requested concerning 

their definition of “Good Air Transportation Access.”  The following bullet points summarize the 

categories of response: 

• Lower airfares with greater competition 
• Driving less than 2-3 hours to a full service airport. 
• Jet service - larger aircraft 
• Frequent flights/good connections 

 
Clearly, respondents are seeking local convenience and pricing for airports that cannot provide 

that level of service.  As a result, air travelers are driving to alternate airports to obtain the level 

of service that they are willing to pay for.  One response that was repeated involved the higher 

level of fares from local EAS airports, relative to the hub airports. 

Please estimate the percentage split between business versus pleasure travel airline tickets.  

Overall, travel agencies estimated their total percentage of ticket sales for business use was 44 
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percent, while 56 percent of tickets sales were purchased for vacation/non-business use.  It was 

assumed that the higher the percentage of business use airline tickets purchased, the greater 

potential use of the local EAS airport.  Examination of the data, however, indicated that such was 

not the case.  Travel agencies with 50 percent or greater sales of business travel airline tickets 

showed a leakage of 94.4 percent of total traffic to other airports.   

Important factors for airline travel decisions.  Travel agents were asked to rate the importance of 

various factors in terms of their clientele’s selection of airline service.  The following list in rank 

order was developed.  The average scores are shown on a scale of 1 to 10. 

 Ave. Score 
 Reliability of Service     8.75 
 Low Airline Fares     8.45 
 Convenient Airline Schedule    7.65 
 Use of a Local Airport    7.11 
 Proximity of Airport to Home/Work   6.80 
 Large Aircraft Size     6.60 
 Departure from a Hub Airport   6.42 
 Frequent Flier Program    6.16 

 
The top three items in order are reliability of service, low airline fares, and a convenient airline 

schedule.  Key to the understanding of this rating is the fact that some subsidized carriers have 

not had a history of reliability.  Because of this, business travelers may try the local service, but 

once flights are canceled and they miss important meetings or connecting flights at hub airports, 

they may alter their future travel patterns to drive to the larger airport to ensure trip completion. 

Please specify your level of satisfaction with the following airline service features at your local 

airport.  On a scale of 1 to 6, with 1 being very unsatisfied and 6 being very satisfied, the 

following rankings were recorded: 

 
 Airline Schedule  3.55 (Somewhat Satisfied to Somewhat Unsatisfied) 
 Airline Aircraft Size  3.50 (Somewhat Satisfied to Somewhat Unsatisfied) 
 Airline Fares   3.45 (Somewhat Unsatisfied to Somewhat Satisfied) 
 Destination Choices  3.32 (Somewhat Unsatisfied to Somewhat Satisfied) 
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As shown, all of the categories averaged between the Somewhat Satisfied and Somewhat 

Unsatisfied ranking.  Individually, airline fares and destination choices were viewed slightly less 

favorably than airline schedules or aircraft size. 

Factors for clientele’s reluctance to fly from their local airport.   Travel agents were asked to 

rank the importance of various factors in terms of their clientele’s reluctance to fly from their 

local airport.  The following list in rank order was developed.  The average scores are shown on 

a scale of 1 to 10. 

        Ave. Score 
 Reliability of Service     8.16 
 High Airline Fares     7.95 
 Small Aircraft Size     7.37 
 Inconvenient Airline Schedule   6.44 
 Proximity of Airport to Home/Work   5.06 
 Frequent Flier Program    4.63 

 
Reliability of service ranked highest in deterring air travelers from using the local airport.  This 

was followed by high airline fares and small aircraft size.  The availability of a frequent flier 

program does not seem to attract or reduce the number of passengers at the local airport, 

according to travel agencies. 

Comments.   Eight comments were listed by travel agents.  These comments involved airport 

specific issues, but can be categorized as follows: 

 Air fare concerns - 3 comments 
 Specific air service concerns - 4 comments 
 Reliability concerns - 1 comment 

 
The actual comments of each responding travel agency are listed at the end of this section, along 

with a summary of the survey questionnaire. 

6.2.3 Summary of Travel Agency Survey Results 
 
Similar to the Business Survey, there were a number of very key points learned as a result of the 

survey of Travel Agencies from many of the EAS cities.  These key issues compliment the 



R E A L 

 
 Final Report: Impact of Air Service on Rural and Small Metropolitan Communities 91 
 
 

 

 

responses from the business community and will help guide the analysis through the critical 

evaluation of the EAS program. 

 Travel agencies report that 92.6 percent of the airline tickets they sell are for airports 
other than the local airport.  People are driving in vast numbers past the local airport to 
distant airports to begin the air portion of their trips. 

 
 Unreliable service and high fares are the top two reasons that cause people to drive to 

alternate airports. 
 

 Good air transportation access to rural communities can be defined by responding travel 
agents as inclusive of: 

o Lower airfares with greater competition 
o Driving less than 2-3 hours to a full service airport 
o Jet service - larger aircraft 
o Frequent flights/good connections 

 
Local travel agencies recognized the need for low priced, reliable service that serves hubs 

desired by local area residents.  Business travelers are less forgiving of unreliable service, but 

both business and vacation travelers are heavily influenced by fare levels in making their travel 

decisions. 

 

6.3 Overall assessment 

There seems to be considerable consistency in the responses from both travel agents and 

businesses;  since many of the travel agents derive over half of their revenue from the business 

sector, it should not be surprising that the two groups share similar views – after all, the travel 

agent is probably the first one to whom the business person would complain!   

The low patronage of the local airports suggest that the problems reported by the business 

community are not ones that should be dismissed as random or biased complaints.  Clearly, the 

residents – both business and leisure travelers – are voting with their feet and choosing to bypass 

local airports, experience a longer ground transportation time to seek higher quality service at the 

nearest hub airport.  The combination of reasons for this behavior stem from a bundle of 
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characteristics that, while weighted differently by individuals, combine to form a very consistent 

overall message: 

Rural communities are not being provided with good air transportation access. 
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7. Synthesis 

 

7.1 Role of airports in regional development – can some definitive statements be made? 

Given the nature of the analysis undertaken here, it would be difficult to advance any formal 

assertion about the role of airports in regional development based on the survey findings and 

other empirical manipulations.  What is clear is that communities sense the importance of air 

service in part because of the need to be part of the most modern network form of physical 

movement of goods, services and especially people.  However, as some of the findings are 

reviewed, it becomes less clear whether the airport in question needs to be located within the 

community or more appropriately, within every community.  This theme will be a dominant one 

in the evaluation that follows. 

 

7.2 Most important findings 

Perhaps the most startling finding from the analysis is the contrast between the apparent business 

orientation in behalf of a local airport, the need for better service, with greater destination choice, 

lower fares and so forth and the findings of the travel agent survey that records patronage of 

local airports at less than 10%.  The leakage problem is endemic throughout the lower orders of 

the passenger air service system in the US.  The disconnect between business advocacy of local 

airports as one of the keys to the promotion of local economic development and the apparently 

low patronage of the local airport reverberates as a major issue in the assessment of the role of 

airports and in the formulation of programs designed to stimulate enhancements to service 

provision in rural America. 

A second important finding is the universality of the attitudes towards local service – both 

reflected in the business and travel agent questionnaires.  There is a general sense that there is 

some threshold of service – both in quantity and quality terms – that is not being met at many of 

these airports.  While the precise combination may vary, it is usually a bundle of attributes that 

combine frequency of service, quality of service (including timely departures), destination 
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choices, reliability, aircraft size and price.  In a couple of cases, inability to access heavily 

booked flights was mentioned, but one suspects that these are second order importance issues for 

most of non-metropolitan America. 

Americans have come to expect a quality of service provision that is obviously not being met in 

many cases by commuter airlines.  The survey responses and other evidence clearly points to an 

increasing case of prop avoidance – and not just for the reasons of size.  Safety, especially 

weather-related issues, and comfort (the lack of restrooms, aircraft access, especially for the 

handicapped) tend to dominate leading to significant local leakage.  This tendency, combined 

with the increased costs to the regional airlines associated with their regulation as FAR Part 121 

carriers may well sound the death knell for 19-seat airline service in the US. 

 

7.3 What have we learned from this exercise? 

The responses to the questionnaires and the other evidence assembled suggest the need for some 

new thinking about the way in which air service is delivered to non-metropolitan America.  

While there may be some opportunities for fine-tuning existing programs, such as EAS, some 

new, innovative initiatives may be needed.  In part, the existing network configuration is likely to 

change over the next decade in some significant ways.  First, most analysts believe that there will 

be additional consolidation in the industry leading to greater monopoly and oligopoly power at 

hub airports.  Secondly, with the expected release of landing slots at several major airports, 

reconfiguration of networks are likely to follow.  Thirdly, the disappearance of the 19-seat 

aircraft, along with the widespread introduction of regional jets will change the geography of 

connectivity in ways that will be as significant as the reintroduction of the hub and spoke system 

after deregulation. 
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8. Policy Implications 

 

8.1 How could airport assessment methods be improved? 

Through the study process, we learned that the actual impact of Essential Air Service on the 

economic structure and growth of small communities was not as significant as we were led to 

believe by community leaders and proponents of the service.  There is no doubt that real air 

transportation access is necessary for integrated growth of small communities, but whether or not 

the current system is providing that at all EAS points is questionable.  But the pattern that was 

demonstrated by most communities was one where businesses and travel agencies reported high 

usage of nearby hubs (averaging over 92% of tickets sold at travel agencies).  These driving 

patterns suggest that the value of airline service at numerous EAS points (in its present form), 

must be reassessed or the price and service frequency options need to be changed. 

In terms of assessment methods, this study used survey instruments, international comparisons, 

economic shift and share, and peer analysis.  The survey results presented a very strong body of 

qualitative information on the perceptions of EAS from businesses and travel agencies.  This 

information was vital to the assessment of the existing system.  Perhaps the only improvement 

for the future would be to purchase pre-targeted lists of businesses from commercial vendors 

rather than relying on Chamber of Commerce mailing lists.  In addition, better follow ups and 

tracking of travel agent surveys could have increased the response rate. 

The international comparisons showed that although Europe has initiated subsidy programs, they 

lag behind the US experience.  To date, their programs are even less competitive than the US 

version of EAS and permit carriers to protect subsidy markets for up to three years.  Even so, the 

European Union has recognized that the market system does not provide adequate air 

transportation access for all markets.  There are cities that need assistance for a variety of 

reasons.  As such, programs have been developed to accommodate these cases. 

Because the economic peer city analysis did not reveal significant economic structural 

differences between cities with EAS and those without, there are only three possible 
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explanations: 1) that there really are not any competitive economic advantages for small 

communities with EAS, 2) that competitive economic advantages are actually there and have 

prevented the community in question from suffering larger economic declines, or 3) that the peer 

analysis assessment method is not appropriate for this type of analysis.  Only in this last instance 

would it be necessary to change assessment method. 

Preliminary findings of the analysis have indicated that the peer city analysis is entirely 

appropriate for this type of study and that in reality, the lack of difference between study cities 

and their peers is embedded in more detailed examinations of the local economies.  Questions 

that can be asked should center around the local dependence upon air transportation and 

connectivity to trading partner cities.  In addition, social and medical services and their 

distribution are more important in remote rural areas and as such, become more important factors 

in the decision mix. 

 

8.2 What additional information needs to be gathered; what factors need to be 

monitored? 

In order to better examine the systems implications of EAS, a departure from previous 

benchmarks and methods of assessment is needed.  In this regard, a systems analysis of the 

program should be undertaken that will provide subsidy grantors with decision-level data and 

criteria for effectiveness.  Until now, the EAS program has been assessed primarily on a 

community-by-community basis without benefit of systems level planning.  For example, a 

systems analysis could provide criteria and benchmarks for recommending regional airport 

service (consolidation of service so that one airport serves several cities).  Criteria for such an 

analysis would not be rigid from one section of the nation to the other, but would be adjusted for 

vast distances between cities in the western US, and the alternative use of hub airports in the 

eastern US. 

Obviously, the EAS program has numerous success stories and is fulfilling an important role.  

However, in some cases, this role is in the perception of community and business leaders rather 

than in the economic performance of the local area.  Thus, a critical need for the program is an 
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assessment on a  route-by-route basis.  It was mentioned at the outset that the initial number of 

potential EAS cities may not have been the right set of cities.  It is believed that a systems 

analysis of the program would reveal which cities should receive higher priority and resources 

than other cities.  As long as the EAS program is not completely effective and lacks management 

level decision tools for administrators, it will be vulnerable to political detractors in the 

Administration and in Congress. 

A systems level ranking process would include a matrix analysis of factors common to EAS 

service points including, but not limited to: 

 Distance/driving time from nearest hub 

 Population of the service area 

 Historical ridership 

 Historical airline performance - reliability, fares and costs/ASM, flight frequencies, 

code share opportunities, etc. 

 Local business reliance on air access/economic development potential 

 Leakage to other airports 

 Local or regional differences 

 Demonstrated community support 

 Potential for regional consolidation (one airport serving several cities) 

Detailed quantifying and weighting each of these factors could lead to a ranking system that 

would better evaluate the performance of the EAS program.  In essence, understanding how the 

current system works in detail will help in the construction of a better system. 

 

 

 

 

 



R E A L 

 
 Final Report: Impact of Air Service on Rural and Small Metropolitan Communities 98 
 
 

 

 

8.3 How will the widespread introduction of regional jets change the character of air 

service? 

Currently, RJ’s are used in five primary roles:  

 Large Jet Replacement - Carriers that cannot profitably operate larger 100+ seat aircraft 

in multiple daily nonstop frequencies may offer these routes to their affiliates to operate 

with RJ�s. 

 Off-peak Scheduling – RJ’s can be used in scheduling off-peak periods of the day or 

week as appropriate to the smaller size of the aircraft. 

 Hub Extension – RJ’s provide significantly longer range capability relative to turboprop 

aircraft and can serve to comfortably extend the reach of low-density markets to a 

carrier’s hub. 

 Turboprop Growth - Some markets will outgrow 30-seat aircraft during peak periods. 

These markets are eligible for supplemental scheduling of RJ’s. 

 Point-to-Point (Hub Bypass) - There are some low density markets that will support 

point-to-point non-stop service with RJ’s.  Traditionally, these markets have been joined 

through spoke-and-hub routings. 

Given the aviation industry’s excitement with the RJ and its immediate acceptance by the 

traveling public, manufacturers are building the aircraft as fast as they can produce them.  There 

were more than 750 units either in service or on order in 1997.  It is estimated that the number of 

RJ’s in U.S. carrier service could surpass 1,000 units by the year 2001.1 

RJs are being promoted as a major new innovation in attracting passengers with prop-avoidance 

problems back to smaller airports.  However, because the RJs also offer additional flexibility - 

namely, the ability to transport passengers point-to-point at fares that are competitive with 

current routings via a hub airport, the structure of the hub-and-spoke system could be altered as a 

                                                 
1 Source: The Impact of Regional Jet Aircraft on the Development of American Air Service, by 

Douglas E. Abbey in Handbook of Airline Marketing (Aviation Week Group, A Division of the 
McGraw-Hill Companies, 1998) pp. 259-266. 
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result.  As of March, 1999, 354 city pairs were being served by RJs  in 159 cities.  The average 

number of daily departures has increased from 4 in the second quarter of 1993 to 1,819 in the 

second quarter of 1999.  Also as of the second quarter of 1999, RJs flew 4.1 percent of their 

flights to and from non-hubs (point-to-point hub bypass).2 

Given the relatively small percentage of hub bypass, it may be sometime before any true or 

sweeping changes occur to the hub-and-spoke systems of the airlines.  Most of the impact of RJ 

service to date has been to provide downsized equipment for large jet replacement and to extend 

hub reach to more low density markets.  For example, Delta has encouraged its regional carriers 

(Comair, Skywest, and ASA) to provide either replacement or supplemental service to routes 

with low densities.  Delta’s larger jets are then reassigned to more profitable heavier density 

routes.  This trend, if consistent among all carriers, will not revolutionize the market place, but it 

will right-size the aircraft to match traffic densities, and thus, increase system efficiencies. 

Implications for the EAS system of RJ service are likely to be minor in the more remote service 

areas out west, but there may be some impact for the less remote service points as regional 

airports begin to emerge.  The 37 and 50 seat RJ will be able to increase the service options for 

smaller and medium sized communities and as such, may propel them into regional airport 

service status - taking passengers away from nearby existing EAS points.  From this standpoint, 

mini-systems such as Kingman, Bullhead City, and Lake Havasu City in Arizona, or other similar 

groupings of subsidized and non-subsidized air service cities need to be examined to determine if 

the regional airport concept is appropriate, and whether or not the RJ could improve the quality 

and price of such service. 

 

8.4 Market versus non-market allocations 

The current fervor for deregulation and nonintervention in the market has made the challenge of 

dealing with market imperfections more difficult.  In particular, care has to be taken to 

                                                 
2 Source: Proposition RJ, An Alliance to Enhance Competition, (The McGraw-Hill Companies, 

Inc., 1999). 
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demonstrate a need that has escaped evaluation as an economically viable opportunity.  The 

problem of evaluating programs like the EAS is that the initial set of potential candidates may 

not have been the feasible set; some communities were included that, subsequently, were 

dropped while others have had difficulty making a case for inclusion, while even others have 

grown out of a need for any subsidy. 

Some careful tests have to be employed.  In what way can it be demonstrated that the community 

would be negatively impacted by the removal of air service?  The indicators here will probably 

center on the use of air service by business establishment but, as in the case of the western parts 

of the US, social and medical demands for air service may also play an important, strategic role.  

In the case of economic development, quantitative evidence needs to be developed to show the 

interaction between EAS and business location.  Thus far, the connection has only been made 

qualitatively.  If EAS is provided to isolated communities primarily for social and medical 

demands, use of the service for these strategic reasons need to be shown. 

Even though the subsidy program was developed for communities that were not self-supporting, 

there are at least two subsets of communities in the program: 1) communities that need a 

transportation lifeline to medical services, financial markets, and governmental functions, 2) 

communities that are on the fringe of economic viability and that need various levels of subsidy 

support.  The first group is separated geographically from interacting in the national economy, 

while the second group is simply too small to fully support the cost of airline service.  It may be 

that two sets of criteria need to be developed in assessing EAS support: one social and strategic, 

and the other market driven.  The first may be tied to the subsidy program indefinitely while the 

second should have a goal of growing out of subsidy support. 

 

8.5 Implications for the EAS program 

Based upon the research and analysis undertaken in this study, the EAS program is not as 

effective as administrators or client airport communities desire.  Even with the subsidy, some of 

the service points are overpriced and under-utilized.  Vast numbers of air travelers are voting 

with their cars and driving past the local EAS airport to distant hubs to begin the air portion of 
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their trips.  Some of this leakage problem is related to the lack of frequency of service, but most 

is a function of price and service reliability.  When an airline is content to live off of the subsidy 

program rather than set a goal of getting off subsidy, it fails to do many of the things that make 

airlines successful:  

 Provide on-time service 

 Provide competitive prices 

 Eliminate flight cancellations 

 Promote the service within the community 

 Seek feedback from users concerning their air travel needs. 

Sometimes, the lack of competition or the lack of desire to grow the community off subsidy will 

result in these deficiencies. 

In order for the EAS program to be effective, there must be some knowledge at the managerial 

level of how the national system should function.  In other words, for cities like Alpena, MI that 

have grown off subsidy, what was the real market need, how was it determined, and how was it 

ultimately served?  Are there other success stories in the nation waiting to be discovered, once 

the direction and correct type and price of service is provided?  On the other hand, are there EAS 

cities that would not miss the cessation of service and as such shouldn�t be receiving it?  

Answers to these questions can only be ascertained through a process of understanding the real 

demand for air transportation at each of the EAS service points, independent of current 

performance.  This implies a systems analysis at the grassroots level to determine the optimum 

scope of EAS. 

The systems analysis should recognize at least 3 levels of EAS service points: 1) those with 

potential to grow off subsidy, 2) those that will not grow off subsidy but require continued 

subsidy for safety net reasons of social, financial, medical services, etc. 3) new EAS points that 

have grown into viability as potential service points since the original list of cities was 

developed.  This last category would require a revamping of the program, but eligibility 

requirements could be set at that time that would make it easier to discontinue service where 

EAS has very little value and to initiate service where it is more urgently needed. 
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For those cities that may have the potential to grow off subsidy, there should be analysis that 

indicates the best level of frequency, equipment, price, hub city, etc., for the service to become 

self-sustaining.  Bold proposals such as the Mt. Vernon, IL, proposal to buy additional (but 

subsidized) slots at O’Hare for a minimum two year period and then either become self-sufficient 

or lose service may be one method of growing cities off subsidy.  Others may require a slower 

period, but these should be able to show positive traffic and revenue yield gains over time. 

For those cities that will not grow off subsidy, there needs to be a safety net for the provision of 

air service that the market system cannot provide.  This principle underlies the whole EAS 

program.  However, there needs to be a better mechanism for distinguishing between cities that 

need subsidized air service and cities that do not need subsidized air service.  Both may be 

incapable of self-support, but the need for air service must be demonstrated in a better manner 

than it is in the current program.   

This leads into the third category of city - the new EAS point.  In order to address the growth and 

shifts in markets and population centers that have occurred since 1978, it is believed that a re-

evaluation of the EAS program is needed.  The original list of EAS communities that was 

developed in 1978 was developed for a vastly different nation than the US of the 21st century.  

Of course, some western areas have changed little, but large portions of the country have 

undergone rapid changes.  These changes in the way in which populations are distributed, 

businesses are conducted, products and services are delivered, and particularly in the manner in 

which airlines are operated, all are significantly different from the environment of the 1970's.  

There is little doubt that in the 20 years since the program was initiated, new opportunities have 

emerged, while some previous opportunities have vanished.  It is believed that the EAS program 

needs to be re-calibrated in order to account for both of these shifts (positive and negative). 

 

8.6 What are some possible next steps? 

Our survey results indicated that there is measured dissatisfaction with the current EAS program.  

Because of this, the next steps could incorporate several options, from little or no action to full 

scale revision of the EAS program: 
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 Minor Adjustments: One course of action would be to examine each EAS service point, 

develop relative measures of performance and then make small adjustments to achieve 

some minimum set of objectives.  The program would remain in its current form, and 

marginal improvements would be sought for EAS cities based upon relative performance 

measures. 

 Systems Analysis: This course of action would be to develop a comprehensive 

understanding of the current EAS system demand and how airline services are currently 

delivered to final users.  Differences between actual passenger demand and current airline 

service options would be the source for corrective action.  Key to the success of this 

method would be an accurate assessment of EAS system demand. 

 Program Revamping: This course of action would be to start with a clean slate and would 

assume none of the current EAS service patterns.  Then, building the system from the 

ground up, this program would develop the optimum number of EAS points, the optimum 

service patterns and equipment types, and the optimum costs and fare structure.  In this 

approach, regional airports, new EAS points, and discontinued existing EAS points 

would all be possible. 

Depending upon the desires of administrators, a work program showing the requirements for 

each of these options could be fully developed. 

 

8.7 Final Remarks 

The dynamics of transportation systems are such that there are no permanent fixes or solutions;  

the nature of national and regional economies is changing daily as new markets emerge and older 

ones begin to decline.  Population mobility, the location flexibility afforded most industrial and 

commercial enterprises and the dramatic changes in market regulation present an entirely 

different set of conditions in which to evaluate any federal program. 

No matter what option or set of options chosen, it has become apparent that the need for 

monitoring has become a pre-eminent concern.  Changing conditions create changing needs;  at 
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the time this project was conceived, regional jets were a concept.  As has been noted above, they 

have dramatically changed the market structure and afforded a degree of flexibility that was not 

endowed in any other piece of equipment.  In the next decade, it is likely that further 

consolidation in the industry, greater penetration of markets by non US carriers and the 

increasing awareness of the options available in linking different modes to solve transportation 

issues will further change the market dynamics. 
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Appendix 1 
 

Appendix 3.1 The EU ‘Third Package’ of Air Transport Liberalisation 
Measures 

 
TITLE 
Council Regulation (EEC) No 2408/92 of 23 July 1992 on access for 

Community air carriers to intra-Community air routes 

DOCNUM   : 392R2408 
AUTHOR   : COUNCIL 
FORM     : REGULATION 
TREATY   : EUROPEAN ECONOMIC COMMUNITY 
PUBREF   : Official journal NO. L 240, 24/08/1992 P. 0008-0014 
 
TEXT 
COUNCIL REGULATION (EEC) No 2408/92 of 23 July 1992 on access for 

Community air carriers to intra-Community air routes 

THE COUNCIL OF THE EUROPEAN COMMUNITIES, 
Having regard to the Treaty establishing the European Economic 

Community, and in particular Article 84 (2) thereof, 

Having regard to the proposal from the Commission(1), 

Having regard to the opinion of the European Parliament(2), 

Having regard to the opinion of the Economic and Social 

Committee(3), 

Whereas it is important to establish an air transport policy for the internal market over a 

period expiring on 31 December 1992 as provided for in Article 8a of the Treaty; 

Whereas the internal market shall comprise an area without internal frontiers in which the 

free movement of goods, persons, services and capital is ensured; 

Whereas Council Decision 87/602/EEC of 14 December 1987 on the sharing of passenger 

capacity between air carriers on scheduled air services between Member States and on access 

for air carriers to scheduled air service routes between Member States(4)   and Council 

Regulation (EEC) No 2343/90 of 24 July 1990 on access for air carriers to scheduled intra-

Community air service routes and on the sharing of passenger capacity between air carriers 

on scheduled air services between Member States(5)   constitute the first steps towards 
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achieving the internal market in respect of access for Community air carriers to schedules 

intra-Community air routes; 

Whereas Regulation (EEC) No 2343/90 provides that the Council shall decide on the revision 

of that Regulation by 30 June 1992 at the latest; 

Whereas in Regulation (EEC) No 2343/90 the Council decided to adopt rules governing route 

licensing for implementation not later than 1 July 1992; 

Whereas in Regulation (EEC) No 2343/90 the Council decided to abolish capacity 

restrictions between Member States by 1 January 1993; 

Whereas in Regulation (EEC) No 2343/90 the Council confirmed that cabotage traffic rights 

are an integral part of the internal market; 

Whereas arrangements for greater cooperation over the use of Gibraltar airport were agreed 

in London on 2 December 1987 by the Kingdom of Spain and the United Kingdom in a joint 

declaration by the Ministers of Foreign Affairs of the two countries, and  such arrangements 

have yet to come into operation; 

Whereas the development of the air traffic system in the Greek islands and in the Atlantic 

islands comprising the autonomous region of the Azores is at present inadequate and for this 

reason airports situated on these islands should be temporarily  exempted from the 

application of this Regulation; 

Whereas it is necessary to abolish restrictions concerning multiple designation and fifth-

freedom traffic rights and phase in cabotage rights in order to stimulate the development of 

the Community air transport sector and improve services for users; 

Whereas it is necessary to make special provision, under limited circumstances, for public 

service obligations necessary for the maintenance of adequate air services to national regions; 

Whereas it is necessary to make special provision for new air services between regional 

airports; 

Whereas for air transport planning purposes it is necessary to give Member States the right to 

establish non-discriminatory rules for the distribution of air traffic between airports within the 

same airport system; 
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Whereas the exercise of traffic rights has to be consistent with operational rules relating to 

safety, protection of the environment and conditions concerning airport access and has to be 

treated without discrimination; 

Whereas, taking into account problems of congestion or environmental problems, it is 

necessary to include the possibility of imposing certain limitations on the exercise of traffic 

rights; 

Whereas, taking into account the competitive market situation, provision should be made to 

prevent unjustifiable economic effects on air carriers; 

Whereas it is necessary to specify the duties of Member States and air carriers for the 

purposes of providing necessary information; 

Whereas it is appropriate to ensure identical assessment and evaluation of market access for 

the same types of air services; 

Whereas it is appropriate to deal with all matters of market access in the same Regulation; 

Whereas this Regulation partially replaces Regulation (EEC) No 
2343/90 and Council Regulation (EEC) No 294/91 of 4 February 1991 on 
the operation of air cargo services between Member States(6), 
HAS ADOPTED THIS REGULATION: 

Article 1 
1. This Regulation concerns access to routes within the Community for scheduled and 
non-scheduled air services. 
2. The application of this Regulation to the airport of Gibraltar is understood to be 
without prejudice to the respective legal positions of the Kingdom of Spain and the United 
Kingdom with regard to the dispute over sovereignty over the territory in  which the airport is 
situated. 
3. Application of the provisions of this Regulation to Gibraltar airport shall be 
suspended until the arrangements in the joint declaration made by the Foreign Ministers of 
the Kingdom of Spain and the United Kingdom on 2 December 1987 have come into  
operation. The Governments of Spain and the United Kingdom will so inform the Council on 
that date. 
4. Airports in the Greek islands and in the Atlantic islands comprising the autonomous 
region of the Azores shall be exempted from the application of this Regulation until 30 June 
1993. Unless otherwise decided by the Council, on a proposal from the Commission, this 
exemption shall apply for a further period of five years and may be continued for five years 
thereafter. 
     

Article 2 
For the purposes of this Regulation: 

(a)’air carrier’ means an air transport undertaking with a valid operating licence; 
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(b)’Community air carrier’ means an air carrier with a valid operating licence granted by a 

Member State in accordance with Council Regulation (EEC) No 2407/92 of 23 July 1992 of 

licensing of air carriers(7); 

©’air service’ means a flight or a series of flights carrying passengers, cargo and/or mail for 

remuneration and/or hire; 

(d)’scheduled air service’ means a series of flights possessing all the following 

characteristics: 

(i) it is performed by aircraft for the transport of passengers, cargo and/or mail for 
remuneration, in such a manner that on each flight seats are available for individual purchase 
by members of the public (either directly from the air carrier of from  its authorized agents); 
(ii) it is operated so as to serve traffic between the same two or more airports, either: 
 
1. according to a published timetable; or 
2. with flights so regular or frequent that they constitute a recognizably systematic 
series; 
 
(e)’flight’ means a departure from a specified airport towards a specified destination airport; 

(f)’traffic right’ means the right of an air carrier to carry passengers, cargo and/or mail on an 

air service between tow Community airports; 

(g)’seat-only sales’ means the sale of seats, without any other service bundled, such as 

accommodation, directly to the public by the air carrier or its authorized agent or a charterer; 

(h)’Member State(s) concerned’ means the Member State(s) between or within which an air 

service is operated; 

(i)’Member State(s) involved’ means the Member State(s) concerned and the Member 

State(s) where the air carrier(s) operating the air service is (are) licensed; 

(j)’State of registration’ means the Member State in which the licence referred to in (b) is 

granted; 

(k)’airport’ means any area in a Member State which is open for commercial air transport 

operations; 

(l)’regional airport’ means any airport other than one listed in Annex I as a category 1 airport; 

(m)’airport system’ means two or more airports grouped together as serving the same city or 

conurbation, as indicated in Annex II; 



R E A L 

 
 Final Report: Impact of Air Service on Rural and Small Metropolitan Communities 110 
 
(n)’capacity’ means the number of seats offered to the general public on a scheduled air 

service over a given period; 

(o)’public service obligation’ means any obligation imposed upon an air carrier to take, in 

respect of any route which it is licensed to operate by a Member State, all necessary measures 

to ensure the provision of a service satisfying fixed standards  of continuity, regularity, 

capacity and pricing, which standards the air carrier would not assume if it were solely 

considering its commercial interest. 

Article 3 
1. Subject to this Regulation, Community air carriers shall be permitted by the Member 
State(s) concerned to exercise traffic rights on routes within the Community. 
2. Notwithstanding paragraph 1, before 1 April 1997 a Member State shall not be 
required to authorize cabotage traffic rights within its territory by Community air carriers 
licensed by another Member State, unless: 
 
(i) the traffic rights are exercised on a service which constitutes and is scheduled as an 
extension of a service from, or as a preliminary of a service to, the State or registration of the 
carrier; 
(ii) the air carrier does not use, for the cabotage service, more than 50 % of its seasonal 
capacity on the same service of which the cabotage service constitutes the extension or the 
preliminary. 
 
3. An air carrier operating cabotage services in accordance with paragraph 2 shall 
furnish on request to the Member State(s) involved all information necessary for the 
implementation of the provisions of that paragraph. 
4. Notwithstanding paragraph 1, before 1 April 1997 a Member State may, without 
discrimination on grounds of nationality of ownership and air carrier identity, whether 
incumbent or applicant on the routes concerned, regulate access to routes within its  territory 
for air carriers licensed by it in accordance with Regulation (EEC) No 2407/92 while 
otherwise not prejudging Community law and, in particular, competition rules. 
     

Article 4 

1. (a) A Member State, following consultations with the other Member States concerned 
and after having informed the Commission and air carriers operating on the route, may 
impose a public service obligation in respect of scheduled air  services to an airport 
serving a peripheral or development region in its territory or on a thin route to any 
regional airport in its territory, any such route being considered vital for the economic 
development of the region in which the airport is  located, to the extent necessary to 
ensure on that route the adequate provision of scheduled air services satisfying fixed 
standards of continuity, regularity, capacity and pricing, which standards air carriers 
would not assume if they were solely considering their commercial interest. The 
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Commission shall publish the existence of this public service obligation in the Official 
Journal of the European Communities. 

 
(b) The adequacy of scheduled air services shall be assessed by the 

Member States having regard to: 

(i) the public interest; 
(ii) the possibility, in particular for island regions, of having recourse to other 

forms of transport and the ability of such forms to meet the transport needs under 
consideration; 

(iii) the air fares and conditions which can be quoted to users; 
(iv) the combined effect of all air carriers operating or intending to operate on the 

route. 
 

(c) In instances where other forms of transport cannot ensure an adequate and 
uninterrupted service, the Member States concerned may include in the public 
service obligation the requirement that any air carrier intending to operate the route 
gives a  guarantee that it will operate the route for a certain period, to be specified, in 
accordance with the other terms of the public service obligation. 

(d) If no air carrier has commenced or is about the commence scheduled air services on 
a route in accordance with the public service obligation which has been imposed on 
that route, then the Member State may limit access to that route to only one air  
carrier for a period of up to three years, after which the situation shall be reviewed. 
The right to operate such services shall be offered by public tender either singly or 
for a group of such routes to any Community air carrier entitled to operate  such air 
services. The invitation to tender shall be published in the Official Journal of the 
European Communities and the deadline for submission of tenders not be earlier 
than one month after the day of publication. The submissions made by air  carriers 
shall forthwith be communicated to the other Member States concerned and to the 
Commission. 

(e) The invitation to tender and subsequent contract shall cover, inter alia, the following 
points: 

 
(i) the standards required by the public service obligation; 
(ii) rules concerning amendment and termination of the contract, in particular to 

take account of unforeseeable changes; 
(iii) the period of validity of the contract; 
(iv) penalties in the event of failure to comply with the contract. 

 
(f) The selection among the submissions shall be made as soon as possible taking into 

consideration the adequacy of the service, including the prices and conditions which 
can be quoted to users, and the cost of the compensation required from the Member  
State(s) concerned, if any. 
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(g) Notwithstanding subparagraph (f), a period of two months shall elapse after the 
deadline for submission of tenders before any selection is made, in order to permit 
other Member States to submit comments. 

(h) A Member State may reimburse an air carrier, which has been selected under 
subparagraph (f), for satisfying standards required by a public service obligation 
imposed under this paragraph; such reimbursement shall take into account the costs 
and  revenue generated by the service. 

(i) Member States shall take the measures necessary to ensure that any decision taken 
under this Article can be reviewed effectively and, in particular, as soon as possible 
on the grounds that such decisions have infringed Community law or national  rules 
implementing that law. 

(j) When a public service obligation has been imposed in accordance with 
subparagraphs (a) and (c) then air carriers shall be able to offer seat-only sales only 
if the air service in question meets all the requirements of the public service 
obligation.  Consequently that air service shall be considered as a scheduled air 
service. 

(k) Subparagraph (d) shall not apply in any case in which another 
Member State concerned proposes a satisfactory alternative means of fulfilling the 
same public service obligation. 

2. Paragraph 1 (d) shall not apply to routes where other forms of transport can ensure an 
adequate and uninterrupted service when the capacity offered exceeds 30 000 seats per 
year. 

3. At the request of a Member State which considers that the development of a route is 
being unduly restricted by the terms of paragraph 1, or on its own initiative, the 
Commission shall carry out an investigation and within two months of receipt of  the 
request shall take a decision on the basis of all relevant factors on whether paragraph 1 
shall continue to apply in respect of the route concerned. 

4. The Commission shall communicate its decision to the Council and to the Member 
States. Any Member State may refer the Commission’s decision to the Council within a 
time limit of one month. The Council, acting by a qualified majority, may take a  
different decision within a period of one month. 

     

Article 5 

On domestic routes for which at the time of entry into force of this Regulation an exclusive 

concession has been granted by law or contract, and where other forms of transport cannot 

ensure an adequate and uninterrupted service, such a  concession may continue until its 

expiry date or for three years, whichever deadline comes first. 

Article 6 

1. Notwithstanding Article 3, a Member State may, where one of the air carriers licensed by 
it has started to operate a scheduled passenger air service with aircraft of no more than 80 
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seats on a new route between regional airports where the  capacity does not exceed 30 000 
seats per year, refuse a scheduled air service by another air carrier for a period of two 
years, unless it is operated with aircraft of not more than 80 seats, or it is operated in such 
a way that not more than 80 seats  are available for sale between the two airports in 
question on each flight. 

2. Article 4 (3) and (4) shall apply in relation to paragraph 1 of this Article. 
     

Article 7 

In operating air services, a Community air carrier shall be permitted by the Member State(s) 

concerned to combine air services and use the same flight number. 

Article 8 

1. This Regulation shall not affect a Member State’s right to regulate without discrimination 
on grounds of nationality or identity of the air carrier, the distribution of traffic between 
the airports within an airport system. 

2. The exercise of traffic rights shall be subject to published Community, national, regional 
or local operational rules relating to safety, the protection of the environment and the 
allocation of slots. 

3. At the request of a Member State or on its own initiative the Commission shall examine 
the application of paragraphs 1 and 2 and, within one month of receipt of a request and 
after consulting the Committee referred to in Article 11, decide whether  the Member State 
may continue to apply the measure. The Commission shall communicate its decision to the 
Council and to the Member States. 

4. Any Member State may refer the Commission’s decision to the Council within a time limit 
of one month. The Council, acting by a qualified majority, may in exceptional 
circumstances take a different decision within a period of one month. 

5. When a Member State decides to constitute a new airport system or modify an existing 
one it shall inform the other Member States and the Commission. After having verified 
that the airports are grouped together as serving the same city or conurbation  the 
Commission shall publish a revised Annex II in the Official Journal of the European 
Communities. 

     

Article 9 

1. When serious congestion and/or environmental problems exist the Member State 
responsible may, subject to this Article, impose conditions on, limit or refuse the 
exercise of traffic rights, in particular when other modes of transport can  provide 
satisfactory levels of service. 

2. Action taken by a Member State in accordance with paragraph 1 shall: 
 
 be non-discriminatory on grounds of nationality or identity of air carriers, 
 have a limited period of validity, not exceeding three years, after which it shall be 
reviewed, 
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 not unduly affect the objectives of this Regulation, 
 not unduly distort competition between air carriers, 
 not be more restrictive than necessary in order to relieve the problems. 
 

3. When a Member State considers that action under paragraph 1 is necessary it shall, at 
least three months before the entry into force of the action, inform the other Member 
States and the Commission, providing adequate justification for the action.  The action 
may be implemented unless within one month or receipt of the information a Member 
State concerned contests the action or the Commission, in accordance with paragraph 4, 
takes it up for further examination. 

4. At the request of a Member State or on its own initiative the Commission shall examine 
action referred to in paragraph 1. When the Commission, within one month of having 
been informed under paragraph 3, takes the action up for examination it shall  at the 
same time indicate whether the action may be implemented, wholly or partially, during 
the examination taking into account in particular the possibility of irreversible effects. 
After consulting the Committee referred to in Article 11 the  Commission shall, one 
month after having received all necessary information, decide whether the action is 
appropriate and in conformity with this Regulation and not in any other way contrary to 
Community law. The Commission shall communicate its  decision to the Council and 
the Member States. Pending such decision the Commission may decide on interim 
measures including the suspension, in whole or in part, of the action, taking into 
account in particular the possibility of irreversible effects. 

5. Notwithstanding paragraphs 3 and 4, a Member State may take the necessary action to 
deal with sudden problems of short duration provided that such action is consistent with 
paragraph 2. The Commission and the Member State(s) shall be informed  without 
delay of such action with its adequate justification. If the problems necessitating such 
action continue to exist for more than 14 days the Member State shall inform the 
Commission and the other Member States accordingly and may, with the  agreement of 
the Commission, prolong the action for further periods of up to 14 days. At the request 
of the Member State(s) involved or on its own initiative the Commission may suspend 
this action if it does not meet the requirements of paragraphs 1 and  2 or is otherwise 
contrary to Community law. 

6. Any Member State may refer the Commission’s decision under paragraph 4 or 5 to the 
Council within a time limit of one month. The Council, acting by a qualified majority, 
may in exceptional circumstances take a different decision within a period of  one 
month. 

7. When a decision taken by a Member State in accordance with this Article limits the 
activity of a Community air carrier on an intra-Community route, the same conditions 
or limitation shall apply to all Community air carriers on the same route. When the 
decision involves the refusal of new or additional services, the same treatment shall be 
given to all requests by Community air carriers for new or additional services on that 
route. 

8. Without prejudice to Article 8 (1) and except with the agreement of the Member 
State(s) involved, a Member State shall not authorize an air carrier: 
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(a) to establish a new service, or 
(b) to increase the frequency of an existing service, 

 
between a specific airport in its territory and another Member State for such time as 
an air carrier licensed by that other Member State is not permitted, on the basis of 
slot-allocation rules as provided for in Article 8 (2), to establish a new service  or to 
increase frequencies on an existing service to the airport in question, pending the 
adoption by the Council and the coming into force of a Regulation on a code of 
conduct on slot allocation based on the general principle of non-discrimination on  
the grounds of nationality. 

Article 10 

1. Capacity limitations shall not apply to air services covered by this Regulation 
except as set out in Articles 8 and 9 and in this Article. 

2. Where the application of paragraph 1 has led to serious financial damage for the 
scheduled air carrier(s) licensed by a Member State, the Commission shall carry 
out a review at the request of that Member State and, on the basis of all relevant  
factors, including the market situation and in particular whether a situation exists 
whereby the opportunities of air carriers of that Member State to effectively 
compete in the market are unduly affected, the financial posistion of the air 
carrier(s)  concerned and the capacity utilization achieved, shall take a decision 
on whether the capacity for scheduled air services to and from that State should 
be stabilized for a limited period. 

3. The Commission shall communicate its decision to the Council and to the 
Member States. Any Member State may refer the Commission’s decision to the 
Council within a time limit of one month. The Council, acting by a qualified 
majority, may in  exceptional circumstances take a different decision within a 
period of one month. 

     

Article 11 

1. The Commission shall be assisted by an Advisory Committee composed of the 
representatives of the Member States and chaired by the representative of the 
Commission. 

2. The Committee shall advise the Commission on the application of Articles 9 
and 10. 

3. Furthermore, the Committee may be consulted by the Commission on any 
other question concerning the application of this Regulation. 

4. The Committee shall draw up its rules of procedure. 
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Article 12 

1. In order to carry out its duties under this Regulation the Commission may 
obtain all necessary information from the Member States concerned, which 
shall also ensure the provision of information by air carriers licensed by them. 

2. When the information requested is not supplied within the time limit fixed by 
the Commission, or is supplied in incomplete form, the Commission shall by 
decision addressed to the Member State concerned require the information to 
be applied. The  decision shall specify what information is required and fix an 
appropriate time limit within which it is to be supplied. 

     

Article 13 

The Commission shall publish a report on the application of this Regulation by 1 April 1994 

and periodically thereafter. 

Article 14 

1. Member States and the Commission shall cooperate in implementing this 
Regulation. 

2. Confidential information obtained in application of this Regulation shall be 
covered by professional secrecy. 

     

Article 15 

Regulation (EEC) No 2343/90 and 294/91 are hereby replaced with the 
exceptions of Article 2 (e) (ii) and of Annex I to Regulation (EEC) No 
2343/90, as interpreted by Annex II to this Regulation, and Article 2 

(b) of and the Annex to  Regulation (EEC) No 294/91. 
  

Article 16 

This Regulation shall enter into force on 1 January 1993. 

This Regulation shall be binding in its entirety and directly applicable in all Member States. 

Done at Brussels, 23 July 1992 

For the Council The President J. COPE 

(1) OJ No C 258, 4. 10. 1991, p. 2. 
(2) OJ No C 125, 18. 5. 1992, p. 146. 
(3) OJ No C 169, 6. 7. 1992, p. 15. 
(4) OJ No L 374, 31. 12. 1987, p. 19. 
(5) OJ No L 217, 11. 8. 1990, p. 8. 
(6) OJ No L 36, 8. 2. 1991, p. 1. 



R E A L 

 
 Final Report: Impact of Air Service on Rural and Small Metropolitan Communities 117 
 
(7) See page 1 of this Official Journal. 

 

ANNEX I 

List of category 1 airports  

BELGIUM:Brussels-Zaventem 

DENMARK:Copenhagen airport system 

GERMANY:Frankfurt-Rhein/Main 

Duesseldorf-Lohausen 

Munich 

Berlin airport system 

SPAIN:Palma-Mallorca 

Madrid-Barajas 

Malaga 

Las Palmas 

GREECE:Athens-Hellinikon 

Thessalonika-Macedonia 

FRANCE:Paris airport system 

IRELAND:Dublin 

ITALY:Rome airport system 

Milan airport system 

 
    
NETHERLANDS:Amsterdam-Schiphol 

 

 

PORTUGAL:Lisbon 

Faro 

UNITED KINGDOM:London airport 

system 

Luton 

ANNEX II 

List of airport systems  DENMARK: 

Copenhagen-Kastrup/Roskilde 

GERMANY: Berlin-

Tegel/Schoenefeld/Tempelhof 

FRANCE: Paris-Charles De 

Gaulle/Orly/Le Bourget 

Lyon-Bron-Satolas 

ITALY: Rome-Fiumicino/Ciampino 

Milan-Linate/Malpensa/Bergamo (Orio al 

Serio) 

Venice-Tessera/Treviso 

UNITED KINGDOM: London-

Heathrow/Gatwick/Stansted 

ANNEX III 

Interpretation referred to in Article 15  

Under the terms of Annex I to Regulation 

(EEC) No 2343/90 the air carrier Scanair, 

which is structured and organized exactly 

as Scandinavian Airlines System, is to be 

considered in the same way as the air  

carrier Scandinavian Airlines System. 
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Appendix 5.2  UK Regional Airports - Summary of Traffic Trends, 1990-92 

 

 
 
 
 

Airport Size 
Category 

 
 
 

Number 
of 

Airports 

% 
Scheduled 
Traffic of 

Total 
Traffic 
handled 

 
 
 
 
 

Traffic Change (%) 
 1990-91 1991-92 1990-92

<10,000 8 23.2   74.9   135.8 
<10,000* 7     2.3   17.8  21.0 

10,000-39,999 10 71.5 -16.4    0.23 -27.7 
40,000-199,999 11 77.1 -16.0 -12.5 -23.6 
200,000-599,999 11 73.1 -14.4   7.4  -9.2 

600,000-3,000,000 11 67.3  -2.2   13.2  12.2 
Source: UK CAA Traffic Data 

* One of the small  airports in this category experienced a 580% growth in passenger throughput 

in 1991-92. This airport is excluded in the second set of calculations 
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Appendix II 

 

Appendix 5.1: Formal Presentation of Shift and Share Analysis 

 

The growth relationships between a region and the nation can be expressed as follows: 

 National Share NSi  ei
t1  Et Et1  (1) 

 Industrial Mix IMi  ei
t1  Ei

t Ei
t1  Et Et1  (2) 

 Regional Shift RSi  ei
t1  ei

t ei
t1  Ei

t Ei
t1  (3) 

where, t 1 and t  are the beginning and end of an analytical period; ei
t  and Ei

t  are regional and 

national employment of industry i  at time t , respectively; and, Et  is total national employment 

at time t .  Using these formulations, employment of industry i  at time t  can be described as 

follows: 

  ei
t  NSi  IMi  RSi  (4) 

Since national share and industrial mix are influences from the national economy (average and 

industry specific, respectively), these two can be combined as National Share (proportion): 

  NSi i i i
t

i
t

i
tNS IM e E E    1 1c h (5) 

where the non italicized NS refers to the combined component. 

Using this combined regional share, the relationship (4) can be modified as follows: 

  e RSi
t

i i NS  (6) 
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Appendix 5.2 Formal Presentation of Peer Analysis Methodology1 

The matching process essentially tries to search the county data base (>3,000 counties in the US) 

for a county having a profile that is a close as possible to a target county save for the presence of 

some feature believed to be of importance.  This feature might be a military base, a major 

interstate highway or, in the present study, a airport with commercial passenger service.  The 

attributes used for the comparison encompass both standard economic data (e.g., shares of 

earnings or employment in major sectors), demographics (e.g., population, population growth 

rates) and various spatial measures (e.g., distance to nearest cities of differing sizes).  Anywhere 

from 20 to 30 variables are used. 

The statistical analysis used is the Mahalanobis distance, defined as: 

     1,
T

T i T i T id X X X X R X X    

where  

 ,T id X X  is the distance between the vector of selected variables for the target county (i.e., the 

one with an airport) and county i, (i=1,….N) where N is the set of all counties.  R is the variance-

covariance matrix for the potential twins.  The algorithm scales and weights the variables by 

their variances and covariances so that dissimilarity in one variable may be offset by similarity in 

another.  The counties offering potential as twins are ranked and the algorithm searches for the 

set of twins that minimizes the total distance of the untreated counties taken as a group from the 

treated counties (in this case, without and with an airport). 

Testing is usually accomplished using differences in growth rates: 

TC T C
jt jt jtD r r   

where D is the growth rate difference, T is the treated county (airport) and C the untreated county 

(no airport); jr  is the growth rate measured from some base year and j is one of the variables of 

interest (in this case, employment growth), and t is the test year. 

In the present analysis, the set of untreated counties had to be relaxed to allow inclusion of some 

counties with airports since the distance metric could not find a twin that was statistically similar.  

                                                 
1 This material is drawn from T. Rephann and A. Isserman, (1994) “New highways as economic development tools: 
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In the testing phase, successive time intervals were used (one, two, three …..n years) in 

estimating the differences in employment growth rates;  a mean of the growth rates for different 

time intervals was estimated and t-tests applied to test for statistical significance. 

                                                                                                                                                             
an evaluation using quasi-experiemental matching methods,” Regional Science and Urban Economics, 24, 723-751. 
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Appendix III 

 

 

 

 

 

 

 

 

Copies of the Business and Travel Agent Questionnaires 



USDOT Small Metropolitan & Rural Air Service Study 
 TRAVEL AGENT QUESTIONNAIRE 

 
Name of Travel Agency _______________________________________________________________________________  
 
Address ___________________________________________________________________________________________  
 
City _________________________________________ State ____________________ Zip  ______________________  
 
Approximate Dollar Volume of Annual Airline Ticket Sales $  _____________________ Phone  __________________  
 
Number of Employees: ____________ Full Time __________ Part Time 
 
2. Of the airline tickets you sell please estimate the percentage use of the local airport and other nearby airports. 
 

 Local Airport: Name: ___________________________________  % of use ______ % 
 Nearby Hub Airport: Name: ___________________________________  % of use ______ % 
 Other Nearby Hub Airport: Name: ___________________________________  % of use ______ % 
 Other Airport: Name: ___________________________________  % of use ______ % 

100% 
 

3. Does the term "Good Air Transportation Access" apply to your geographic location?  Yes  No 
 

If "No", please help us define what you mean by Good Air Transportation Access: ________________________  
 __________________________________________________________________________________________  

 __________________________________________________________________________________________  

 __________________________________________________________________________________________  

 

4. Please estimate the percentage of business versus vacation or pleasure travel airline tickets that your agency 
writes each year: 

 
Business tickets:  _________________________ % 
Vacation/non-business tickets: ______________ % 

100% 
 
5. On a scale of 1 to 10, please rank the importance of each category below that apply to your clientele's travel 

decisions concerning airline service (please circle one number that you think best applies to each category): 
 
CATEGORY Very Unimportant Very Important 

 ________________________________________________________________________________________________  
Large Aircraft Size 1 2 3 4 5 6 7 8 9 10 
Low Airline Fares 1 2 3 4 5 6 7 8 9 10 
Proximity of Airport to Home/Work 1 2 3 4 5 6 7 8 9 10 
Convenient Airline Schedule 1 2 3 4 5 6 7 8 9 10 
Departure from a Hub Airport 1 2 3 4 5 6 7 8 9 10 
Use of a Local Airport 1 2 3 4 5 6 7 8 9 10 
Reliability of Service 1 2 3 4 5 6 7 8 9 10 
Frequent Flyer/Mileage Program 1 2 3 4 5 6 7 8 9 10 
Other: _____________________  1 2 3 4 5 6 7 8 9 10 



6. Please specify what you think are your client's level of satisfaction with the following airline service features 
at your local airport (Please check one in each category): 
 Very Somewhat Somewhat  Very 
CATEGORY Unsatisfied Unsatisfied Unsatisfied Satisfied Satisfied  Satisfied 
Airline Schedule  ____   _____   ____   ____   ____   ______  
Aircraft Size  ____   _____   ____   ____   ____   ______   
Airline Fares  ____   _____   ____   ____   ____   ______  
Destination Choices  ____   _____   ____   ____   ____   ______  

 
7. On a scale of 1 to 10, please rank each category's importance as it applies to your client's reluctance to fly 

from the local airport (please circle one number that you think best applies to each category): 
 
CATEGORY Very Unimportant Very Important 

 
Small Aircraft Size 1 2 3 4 5 6 7 8 9 10 
High Airline Fares 1 2 3 4 5 6 7 8 9 10 
Proximity of Airport to Home/Work 1 2 3 4 5 6 7 8 9 10 
Inconvenient Airline Schedule 1 2 3 4 5 6 7 8 9 10 
Reliability of Service 1 2 3 4 5 6 7 8 9 10 
Frequent Flyer/Mileage Program 1 2 3 4 5 6 7 8 9 10 
Other: __________________  1 2 3 4 5 6 7 8 9 , 10 
 
8. Other comments or suggested air service improvements: ____________________________________________  

  ___________________________________________________________________________________________  

  ___________________________________________________________________________________________  

  ___________________________________________________________________________________________  

 
Thank You For Your Response! 



USDOT Small Metropolitan & Rural Air Service Study 
 BUSINESS QUESTIONNAIRE 

 
Name of Company or Individual ________________________________________________________________________   

Address ___________________________________________________________________________________________  

City ___________________________________ State _____________________ Zip _____________________________   

Type of Business Product or Service ________________________________  Phone _____________________________   

 
Number of Employees: ___________  Full Time  _______ Part Time 
 
2. Where do you or your company's employees use airline service (please check all that apply)? 
 

 Local Airport: Name: __________________________________ % of use ________ % 
 Nearby Hub Airport: Name: __________________________________ % of use ________ % 
 Other Airport: Name: __________________________________ % of use ________ % 

               100% 
 We do not use airline service 

 

3. Does the term "Good Air Transportation Access" apply to your geographic location?  Yes   No 
 

If "No", please held us define what you mean by Good Air Transportation Access: ________________________  
 __________________________________________________________________________________________  

 __________________________________________________________________________________________  

 __________________________________________________________________________________________  

 

4. How important is good local air transportation access to your company's business and its expansion at this 
location? 

 

 Unimportant/No Relationship  Somewhat Important  Important  Very Important 
 
5. On a scale of 1 to 10, please rank the importance of each category below that apply to your travel decisions 

concerning airline service (please circle one number that best applies to each category): 
 
CATEGORY Very Unimportant Very Important 
 
Large Aircraft Size i 2 3 4 5 6 7 8 9 10 
Low Airline Fares 1 2 3 4 5 6 7 8 9 10 
Proximity of Airport to Home/Work 1 2 3 4 5 fi 7 8 9 10 
Convenient Airline Schedule 1 2 3 4 5 6 7 8 9 10 
Departure from a Hub Airport 1 2 3 4 5 6 7 8 9 10 
Use of a Local Airport 1 2 3 4 5 6 7 8 9 10 
Reliability of Service 1 2 3 4 5 6 7 8 9 10 
Frequent Flyer/Mileage Program 1 2 3 4 5 6 . 7 8 9 10 
Other: __________________  1 2 3 4 5 6 7 8 9 10 



6. Please specify your level of satisfaction with the following airline service features at your local airport (Please 
check one in each category): 
 Very Somewhat Somewhat  Very 
CATEGORY Unsatisfied Unsatisfied Unsatisfied Satisfied Satisfied  Satisfied 
Airline Schedule  ____   _____   ____   ____   ____   ______  
Aircraft Size  ____   _____   ____   ____   ____   ______   
Airline Fares  ____   _____   ____   ____   ____   ______  
Destination Choices  ____   _____   ____   ____   ____   ______  

 
 

 
T. On a scale of 1 to 10, please rank each category's importance as it applies to your reluctance to fly from the 

local airport (please circle one number that best applies to each category): 
 
CATEGORY Very Unimportant Very Important 
 
Small Aircraft Size 1 2 3 4 5 6 7 8 9 10 
High Airline Fares 1 2 3 4 5 6 7 8 9 10 
Proximity of Airport to Home/Work 1 2 3 4 5 6 7 8 9 10 
Inconvenient Airline Schedule 1 2 3 4 5 G 7 8 9 10 
Reliability of Service 1 2 3 4 5 6 7 8 9 10 
Frequent Flyer/Mileage Program 1 2 3 4 5 6 7 8 9 10 
Other: 1 2 3 4 5 6 7 8 9 10 
 
8. Please indicate the mode of transportation you or your employees use to travel to the airport: 
 

 Personal Car % of use ____ %  
 Rental Car/Taxi % of use ____ % 
 Bus % of use ____ % 
 Train % of use ____ % 
 Other % of use ____ % 

100% 
 
9. Other comments or suggested air service improvements: ____________________________________________  
 
  __________________________________________________________________________________________  
 
  __________________________________________________________________________________________  
 
  __________________________________________________________________________________________  
 

Thank You For Your Response! 


