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Chapter 1 - Summary

Overview

In 2002, the Office of Aeronautics convened an Advisory Committee to identify ways to
increase the commercial use of perimeter airports outside of the Minneapolis-St. Paul
metropolitan area.

There were many important reasons to begin the dialogue. After a seven year planning
effort, the Minnesota Legislature had directed the Metropolitan Airports Commission
(MAC) to set aside the concept of a replacement airport and implement a $3.1 billion
airport improvement program at MSP. The new focus was on maximizing existing airport
resources. While no capacity shortfalls exist at MSP near term, increased use of smaller
jet aircraft opened the possibility for better utilization of perimeter airports and for relief
from traffic congestion on the roads into the Metro area.

The Tier 2 Air Service Study began as an exploration of the roles and functions of the
Tier 2 airports that surround Minneapolis-St. Paul. These airports are in both Minnesota
and Wisconsin and include Duluth, Rochester, St. Cloud and Eau Claire. The study
launched with the premise that someday the highways would be even more crowded and
that eventually MSP might have capacity issues of its own. Since major changes at
airports require planning, design, environmental assessments, community and political
consensus and finally money, lots of money, it seemed prudent to examine what were the
possible future roles for these airports and start to get straight on what needed to be
done to build an inter-regional system of passenger airports in the metropolitan area.

The project took place at one of the most chaotic periods in airline history: a recession,
world turmoil as terrorism injected itself into everyday life, a highly contagious and deadly
SARS virus and a structural breakdown of the airline industry. As the Air Transport
Association has characterized the situation, it is one with all of the ingredients for the
Perfect Storm.

Many wondered whether this was the time to think about air service to small
communities. However, it was MnDOT’s Office of Aeronautics view that perhaps this is
the perfect time amidst the perfect storm. In a situation where airlines must adapt or die,
it is necessary and possible to retrain the eye and begin to see the possibilities.

One of the most positive national outcomes of the last two years is a new awareness of
the real partnerships in the airline industry: the community, the airports, the carriers and
the government. The airlines, of course, enjoy the leading role, but the supporting cast is
indispensable as they provide the passengers, the physical infrastructure, the oversight
and the money. These difficult times have brought recognition of the partnerships and the
opportunity to work better together.

So we have passed into a new phase. Before deregulation, the Civil Aeronautics Board
told the airlines, ‘you fly where we say and charge this amount.” After deregulation, the
airlines said, 'we’ll fly where we want and stop taxing us to death.” And now, there is
grudging recognition that the whole cast has to work together or the system fails.

In many ways, the Tier 2 Air Service Study was about process as much as analysis. In
the technical report, there is the dense recitation of traffic and service trends, runway
lengths, future possibilities based on industry dynamics and local potential. But after the
last page is written and read, the real value of the Tier 2 Initiative was the regular
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meetings where Rochester, Duluth, Eau Claire, St. Cloud, the Wisconsin and Minnesota
Departments of Transportation, and the MAC sat in the same room and discussed how to
better cooperate, strengthen their respective business centers, and how to jointly market
their airport resources.

It was here in these meetings that the Tier 2 Incubator emerged as a vehicle to move
forward on common issues with the recognition and respect for individual airport
initiatives.

So despite and because of the trouble, the system of airports has become strengthened

through the process. This is the value of the Tier 2 Air Service Initiative. The report that
follows is a long and detailed snapshot in time. But the real conversations are continuing.

The framework for the study is shown in Figure 1- 1.

The Study

R A a
Ol N\ A

|

Industry Dynamics

Traffic Generation/Capture Rates Windows of Opportunity
Passenger Attitudes Option Screening
Structure of Service Public Investment

Airport Infrastructure Institutional Considerations

Airport Core Business

Recommendations Communications

Local Demand Routes Meetings
Niche Markets Database
Regional Complements Working Papers
Second Tier Gateways Individual Airport Reports
MAC Marketing Air Service Incubator

Figure 1- 1. Study Framework

Findings

Exciting New Roles for Tier 2 Airports
Tier 2 Airports can participate in the Minnesota and Wisconsin system of airports as:
= Gateways to mainline carrier networks
= Reliever airports for Minneapolis-St. Paul International Airport.
= Business centers for aviation-related and commercial enterprises
= Regional triage centers
=  Aircraft maintenance centers
= Cargo and cargo distribution facilities
= Recipients of MSP airport divestiture

=  Multi-modal transportation hubs



1.3

= National guard headquarters and military training and deployment centers

= Incubator or test sites for new solutions for community air service.

Building Enplanements & Network Access

Individual airport proprietors will have much to do to attract additional network carriers. It
is not enough these days to provide airlines with the opportunity to serve a potentially
profitable market. Other incentives such as revenue guarantees and travel banks are
becoming the norm rather than the exception for most new service. Hard times will
require committed, community response. Even the mainline carriers are expecting
communities to share the risk of new service.

Low cost, low frequency carriers are likely to continue operating from MSP where the
passenger density is high. A Southwest entry is unlikely near term unless there is a major
change in hub operations at Denver or MSP.

Time of Opportunity

The convergence of one time events, a cyclical downturn and structural problems has
forced the airline industry to question basic operating assumptions. Because airline
survival requires adaptation, this is one of the most open periods in airline history. Small
and medium airports should view this as a time of opportunity.

Airports as Economic Engines

Those airports that have fully developed business plans and diverse revenue generating
capability are better positioned to handle severe downturns in demand for air service. A
goal for Tier 2 airports is to revise and expand their business models (and business
plans) to maintain relevance and revenues in the face of an uncertain airline industry.

Coordination & Cooperation Needed

For the next stage of air service development, Tier 2 airports can accommodate
additional service with some modifications to parking, loading bridges, and terminal
configurations. A more extensive build-out of Tier 2 airports will require proactive
leadership of individual airport sponsors and the support and cooperation of state DOT’s,
the Metropolitan Airports Commission, and the Metropolitan Council. Efficient use of
system capacity at MSP and perimeter airports quickly becomes a regional planning
challenge that involves the resources of multiple airports and various governing groups.
Highway access will be an issue at every Tier 2 airport as their role significantly expands.

Strong Arguments for Regional Planning

Each Tier 2 airport offers unique capabilities and there will be ample opportunity near
term to pursue individual airport visions. Long term, however, if the goal becomes how to
make good use of existing capacity and limited State and Federal dollars, an inter-
regional plan for MSP and Tier 2 airports will be money well spent.

Recommendations

An emerging system of mutually supportive metropolitan airports will come about through
(1) individual airport initiatives, (2) the use of the ‘force multiplier’ for joint marketing, (3)
strong and continuing roles for MAC, MnDOT, and WisDOT, and (4) several Legislative
initiatives.



Individual Airport Initiatives

Air Service

The initial goal should be to build an enplanement base through increased network
service. Based on travel patterns, Tier 2 airports should pursue increased access to
network hubs in the following order: a full complement of Northwest service to
Minneapolis, service to Chicago, then service to Denver or Salt Lake.

Facilities

Most Tier 2 airports can accommodate near term developments. St. Cloud, as the newest
airport, has some catch-up to do to reserve land for future airport expansion and to make
initial concept plans for a second parallel runway.

Business Plans

As Tier 2 airports evolve into Economic Activity Centers, it will be important to prepare a
detailed business plan to guide the development of each sector of the airport’s activities
The Business Plan will cover the financial planning, revenue development, marketing,
operations development, capital development, and competition management of the
airport.

Property Management

Airports should have a formal property management program that consists of lease and
concession policies, development and performance standards, policies for determining
and re-determining rents-fees-charges, and a standardized lease program. The Property
Management Plan should be completed in conjunction with the Business Plan.

Tier 2 Incubator

The Tier 2 Incubator is proposed to assist MnDOT, WisDOT, MAC and the four Tier 2
airports as a framework to pursue common air service goals. The Incubator makes it
possible to pool and use the collective influence airports can have with the airlines and
others. The Incubator will serve as the forum to spell out the inter-regional concept of Tier
2 airports and MSP. It could also be the place where innovative programs for revenue
guarantees, Travel Banks, interline agreements (Midway Shuttle concept) are shared or
developed for mutual benefit.

MnDOT and WisDOT Roles

MnDOT'’s Office of Aeronautics and WisDOT’s Bureau of Aeronautics will continue to
support the planning, development, and marketing of Tier 2 airports in their respective
states. New Tier 2 functions will require interagency coordination to solve ground access
issues, emergency triage efforts, multi-modal transportation issues, etc. While demand
for interagency efforts is apparent, institutional boundaries make execution challenging.
As individual airports take on new roles and functions, interagency coordination is
extremely important and an appropriate role for MNDOT and WisDOT.

Legislative Initiatives

Two principles of the Tier 2 Initiative are (1) to encourage efficient use of existing airport
capability and (2) to improve the quality and convenience of air service at perimeter
airports. In the past, appropriations for the Minnesota Air Service Program have not
allowed funds for revenue guarantees or subsidies. Many small communities are
pursuing airline recruitment programs that include some form of risk sharing with the



airlines. The Legislature should reconsider its position on direct subsidies. At the Federal
level, the FAA should become more involved in the inter-regional concept of airports and
allow individual airport sponsors of airports to participate in coordinated planning and
investment decisions.

1.4 Industry Dynamics
The airline industry has always had its ups and downs, but since the end of 2000, the
downs are particularly severe. A worldwide recession, war in the Middle East, the reality
of terrorism and disease combined to amplify airline operating costs and diminish
demand. The resulting financial crisis has forced airlines to scrutinize ever aspect of their
business.
Revenue pressures continue to exist on many fronts
= Low cost carriers have established a toehold in most markets, including
Minneapolis-St. Paul.
= Airfares remain at historic lows.
= Business travelers are more price-sensitive and able to purchase competitive
fares over the Internet.
= Increased costs for security have taken a larger bite out of airline revenues.
Airlines have responded aggressively
= Every route is scrutinized for profitability. Carriers will abandon a station when
alternate routes can yield higher returns.
= Airlines are retiring turboprop aircraft quickly because seat mile costs are high
(fewer seats to sell; higher overhead per seat to cover).
= Regional jets are replacing larger aircraft on mainline routes.
= High density or high yield markets are maintained; thin, low density markets are
in danger of extinction.
Communities and airlines have forged new relationships
= In the current revenue environment, it is insufficient for small communities to
simply demonstrate market potential. Communities must bring real dollars and
committed passengers to the table as well.
= Federal and State governments are also participating in innovative programs to
enhance small community air service.
= Financial partnering may be the ticket to Tier 2 service. The airlines have
adopted a ‘pay-as-you-go’ approach to small community service. Community
revenue guarantees and travel banks are now commonly employed to reduce
airline risk of financial losses.
1.5 Local Trends

The Minneapolis-St. Paul International Airport (MSP) is the center of a regional air travel
network that extends through Minnesota, western Wisconsin and across the eastern part
of North and South Dakota. Last year, over 32 million passengers began a trip or
connected at MSP. The dominance of Northwest Airlines and the concentration of traffic
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flows into the hub have made MSP the de facto airport in Minnesota, save service offered
to Chicago out of Rochester.

Historically all of the smaller airports in Minnesota and on the western border of
Wisconsin combined represent less than 3 percent of MSP traffic. High diversion rates to
MSP, sometimes in excess of 80 percent, hide the real demographic changes taking
place at the perimeter of the Metro area. According to the 2000 census, the largest
growth in Minnesota occurred northwest of the Twin Cities, along 1-94 toward St. Cloud.
In fact, Sherburne County where St. Cloud Regional Airport is located is the second
fastest growing county in the State. Olmsted County (Rochester) also experienced higher
than average growth.

Positive growth trends in the Metro area and the current financial crisis in the airline
industry suggest opposing futures for Minnesota’s smaller airports.

Conditions favoring the loss of service to Greater Minnesota
airports:

= A prolonged and difficult recovery for mainline network carriers (Northwest,
American, United, Delta, Continental, US Airways).

=  Continued retirement of turboprop aircraft and deployment of regional jets on
mainline routes.

= A willingness of Minnesota and Wisconsin air passengers to drive to MSP.

=  Absence of competition for incremental passengers at perimeter airports.

Conditions favoring a significant role for Greater Minnesota airports:
= Increased highway congestion.
= Time savings to drive, park, and clear security at the local airport.
= Community interest in sharing the financial risk of added service.

= A Tier 2 strategy to serve as competitive gateways to the national network of air
transportation.

This is an important decision time for airlines and the Greater Minnesota system of
airports. The future of local air service will turn on network decisions made by the airlines
and the degree to which communities can partner with the airlines to sustain profitable air
service.

Tier 2 Demand Profile

In 2002, Tier 2 airports enplaned 343,465 passengers. This is down 2.2 percent from a
high in 1999 of 351,158. Minneapolis-St. Paul International Airport has experienced a
greater decline and was down 6 percent from 1999 highs.

At Tier 2 airports a wide variance occurs between the number of airline passengers
associated with local communities and the number of passengers that actually use the
local airport. St. Cloud, the closest airport to MSP captures about 19% of local traffic.
Eau Claire captures approximately 18%; Rochester, 43%; and Duluth, 51%. These
capture rates are based on past ticket lift samples and telephone surveys of 1,330
households with frequent business travel conducted for this study.

Figure 1- 2 shows the average capture rate for Tier 2 airports. However, because Duluth
and Rochester dominate, capture rates for Eau Claire and St. Cloud are considerable
smaller.



Local Capture
39%

343,465
passengers

Diversion to
MSP 61%

Figure 1- 2. Local Capture and Diversion at Tier 2 Airports

If MSP did not exist, Tier 2 airports would serve a population base of 1.5 million people.
Estimated air travel that is locally generated is approximately 877,000 enplanements. All
of these passengers represent unconstrained demand. There are reasons to believe that
877,000 enplanements is a conservative number. The St. Cloud area continues to grow.
Rochester, as a destination for Mayo Clinic patients, adds a small percentage of
additional passengers.

343,465

2002 Enplanements

Nearterm Potential 513,667

876,743

Unconstrained Demand

Figure 1- 3. Estimate of Tier 2’s Contribution of Passengers

The factors most often identified as important in determining airport choice are: (1) the
price of the ticket; (2) schedule and frequency of flights; and (3) the drive time to a larger
alternate airport. Capture rates at Tier 2 airports directly correspond to these factors.
Duluth and Rochester have more service and higher capture rates than Eau Claire and
St. Cloud.

It is not possible to change all of these factors. However, there is potential to recapture
additional passengers with added service. Based on assumptions of improved service,
Duluth and Rochester can recapture an additional 15% of their market; Eau Claire and
St. Cloud with the introduction of a second carrier will achieve a higher recapture rate.
Near-term potential for Tier 2 airports is approximately 514,000 enplanements with
enhancements to service.
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Individual Airport Markets

Each Tier 2 airport serves distinctive markets. Figure 1- 4 presents a working definition of
service areas. Table 1- 1 summarizes demand information about each Tier 2 Airport.

Duluth

Duluth International Airport has a service area that includes Superior and extends into
northern Wisconsin. Of all the Tier 2 airports, Duluth is the most self-contained. The 157
mile drive to MSP is a deterrent to would-be drivers if competitive service and fares are
available at Duluth.

Duluth’s service area population is estimated at 351,000, with a 2002 capture rate of
51%, the largest of all out-state airports. Diversion of passengers to MSP is probably
higher in 2003 because American Airlines ended its Chicago service in December, 2002
as part of a network reduction in capacity. A top priority of Duluth’s is to restore Chicago
service. Duluth has a full schedule of service to MSP. Northwest's maintenance base at
the airport keeps a steady rotation of jet aircraft coming in and out.

Of Tier 2 airports, Duluth has the most airport infrastructure in place to serve as a
commercial reliever to MSP for passenger, cargo or military operations.

Rochester

Rochester International Airport is located 94 miles southeast of MSP on Highway 52 and
serves a population base of approximately 449,000. The airport is owned by the City of
Rochester and operated by the Rochester Airport Company, a wholly owned subsidiary
of the Mayo Foundation. This unique structure has effectively developed the airport’s air
service and air cargo. Rochester flights to MSP meet all of Northwest connecting banks.
American offers four daily flights to Chicago. FedEx, Airborne Express and DHL also
operate at the airport. The Mayo Clinic and IBM, the region’s two largest employers, are
large users of air service.

Capture rate at Rochester is estimated at 43%. This airport because of the Mayo Clinic
has the largest destination traffic base of the Tier 2 airports. Geographically, Rochester is
well situated to capture air cargo traffic that is heading south to Chicago. However,
improving access to the airport through roadway and interchange upgrades will enhance
the appeal of Rochester. The airport has supported additional TWA service in the past
and could effectively support a westbound service on a network carrier.

Eau Claire

Chippewa Valley Regional Airport is an urban airport located four miles north of Eau
Claire’s central business district. The facility occupies nearly 1,000 acres of land and is
surrounded by residential and light industrial activity. Several airfield improvements are
underway that will result in a primary runway of 7,300 feet with 8,121 feet of pavement
available in the event of an aircraft overrun. In addition, a new air traffic control tower will
be on-line in 2005 and a passenger terminal study is underway. Airport management has
effectively utilized the terminal as a revenue-producing business center.

The airport supports a service area of approximately 304,000. Northwest turboprop
service is available to MSP, 90 miles away. There is a large component of business
travel that uses the local service, but the number of enplanements suggests that
passenger activity is largely service driven rather than demand driven. A very low ratio of
enplanements to population (7%) indicates high diversion rates and/or use of private
aircraft. Menard’s operates a substantial private operation out of the airport, transporting
employees back and forth to its headquarters in Chippewa Valley.



Table 1- 1. Summary of Individual Airport Potential

Unconstrained Service Unconstrained Road

2002 Capture Enplaned Area Enplanements/ Demand/ Distance

Enplanements Rate Demand Population Population Population to MSP

Duluth 152,528 51% 299,075 351,000 43% 85% 162

Eau Claire 20,692 18% 114,953 304,000 7% 38% 93

Rochester 147,506 43% 343,037 449,000 33% 76% 78

St. Cloud 22,739 19% 119,679 383,000 6% 31% 77
Total Tier 2 343,465 39% 876,743 1,487,000 23% 59%
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Attraction of a second carrier to Chicago will improve access and create a competitive
environment to discipline schedule stability and fares. However, given the financial
difficulties of the mainline carriers, the community will need to demonstrate solidarity and
financial support to offset the risk of entry.

St. Cloud

St. Cloud Regional Airport is the newest Tier 2 airport and the closest to MSP at 72 miles.
Commercial air service began in 1994 and supports a population base of 383,000 people.
Like Chippewa Valley Regional, use of St. Cloud Regional to MSP is largely schedule
and frequency driven. The population to enplanement ratio is a very low 6%. Air service
competes heavily with the automobile.

Despite its proximity to the Metro area, St. Cloud has the highest potential future as a
Tier 2 airport. The airport is located in the second fastest growing corridor in the
metropolitan area. As a new airport, St. Cloud Regional has some catching up to do. The
City is taking effective action to acquire or reserve land for expansion. Recently, the
airport extended its runway and taxiway to 7,000 feet. In 2003, construction began of an
air traffic control tower. Because the airport is actually located in Sherburne County, there
may come a time when multi-county governance will make sense to fulfill long range
expansion plans.

St. Cloud is very active in its air service development activities. With its partner, Brainerd,
the two cities were awarded one of the largest grants offered by the USDOT Small
Community Air Service Pilot Program. The grant will fund development of a Flight Bank
and efforts to improve existing service and attract a second carrier to Central Minnesota.

Air Service Options

The Tier 2 Air Service Study examined four paradigms of air service development:
1. Improved Network Access
2. Shuttle to Chicago’s Midway Airport
3. Satellite Airports
4. Alternate Airport

Improved Network Access
Today, airlines operate from within two basic models:

=  The network model used by mainline carriers in their hub and spoke systems;
and,

= A mass market model used by low cost carriers to provide point-to-point service
on the highest density routes.

Based on the size of Tier 2 communities, network carriers offer the best access to the
national transportation system. The major network carriers are: American, Continental,
Delta, Northwest, United, and US Airways. Note that each of these carriers is
experiencing financial difficulties and continue to pursue aggressive measures to cut
costs. Under current conditions, service retention as well as service expansion are the
highest priority for all Tier 2 airports.

Travel patterns at Tier 2 airports are similar. Table 1- 2 summarizes the top 15 origin and
destination markets for Tier 2 airports. These cities correspond closely to the top markets
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for Minneapolis-St. Paul as well. Chicago is the largest destination market. Phoenix and
Denver are the second and third most important.

For the Tier 2 airports, network service to a different hub airport is a good strategy to
recapture local passengers otherwise driving to MSP. Given the large rates of diversion,
especially at Eau Claire and St. Cloud, building the passenger base at the Tier 2 airports
with additional network service is the strongest argument to prove the local market.

Each of the Tier 2 airports is on a different stage of service development. Roughly
speaking each airport should build its network connection in the following order:
Minneapolis-St. Paul, Chicago O’Hare, Denver or Salt Lake City.

Under this paradigm, Rochester, since it has a full schedule to MSP and four flights to
ORD, would begin immediately to recruit two or three regional jet frequencies to Denver
or Salt Lake City. Duluth’s highest priority is restoration of Chicago service followed by
recruitment for Denver service. Eau Claire and St. Cloud would focus on Chicago service
first, beginning with three regional jet frequencies.

Table 1- 2. Top 15 Domestic Total O&D Passengers, Tier 2 Airports

Market YE 2002

1/ O'Hare Intl, IL (ORD) 37,910
2 Sky Harbor Intl, AZ (PHX) 23,770
3 Denver Intl, CO (DEN) 18,590
4| Orlando Intl, FL (MCO) 17,620
5|/McCarran Intl, NV (LAS) 15,830
6 Ronald Regan Natl, DC (DCA) 15,260
7 La Guardia, NY (LGA) 14,890
8| Dallas/Ft Wor Int, TX (DFW) 13,890
9 Los Angeles Intl, CA (LAX) 13,520
10 Seattle/Tacoma In, WA (SEA) 13,440
11 Wm B Hartsfield, GA (ATL) 13,420
12|San Francisco In, CA (SFO) 12,550
13 Logan Intl, MA (BOS) 12,470
14 Wayne County, Ml (DTW) 11,210
15 Lindberg Field, CA (SAN) 9,850

Subtotal 244,220
Other Cities 353,430
Total 597,650

Sources: USDOT O&D Survey and 298C Data. Includes air carriers and commuters

Shuttle to Chicago’s Midway Airport

Just over 300 miles away, Chicago’s Midway Airport enjoys one of the highest
concentrations of low cost carriers in the country. Here low cost carriers have a 75
percent market share. Some of these carriers operate regional jets, but Southwest does
not provide feed or interline with other carriers. In this paradigm, Tier 2 airports would
work together with Chicago Midway Airport and Southwest to resolve issues of security
and baggage transfer. Once these issues are solved, Tier 2 airports would recruit an
airline or wet lease an aircraft to provide service to Midway Airport.

This model is outside the present structure of airline service. However, given the low
fares offered out of Midway, a regional jet service from Tier 2 airports to Midway plus low
fare tickets for the connecting segment could price competitively with a network carrier
fare. This approach may result in connecting times similar to American’s de-peaked hub
at Chicago O’Hare where an average wait time between flights can be up to 90 minutes.



Because this service model does not exist, a joint effort by Tier 2 airports makes sense,
first to examine feasibility and then to work out agreements with the airlines and airports.

Satellite Airports

Southwest Airlines is famous for entry into a metropolitan market through the doorway of
a second tier airport. For example, Providence, Rl and Manchester, NH were used as
entry into the Boston metropolitan market. There are various rules-of-thumb that identify
the market fundamentals needed to support a Southwest-type service. They include:

= A population of at least one million within 90 minutes of the airport; and

= An ability to profitably support at least 8 daily flights or approximately 265,000
enplaned passengers each year.

Currently, Southwest Airlines is concentrating on other markets in the United States.
However, the Upper Midwest and Mountain states are the last regions in the U.S. without
significant low cost carrier presence. Both Denver and Minneapolis must be very
attractive, tempting and inevitable markets. Two futures are possible. In the normal
course of events, entry of Southwest into this region may be 5 to 15 years away.
However, major changes in United or Northwest hub operations at MSP or Denver could
accelerate low cost carrier entry into the region.

Development of a high volume, low cost operation would either go into MSP or a Tier 2
airport. Duluth is not a likely candidate given its distance from MSP. However, Rochester,
St. Cloud and Eau Claire are potential satellite sites provided that the airports can solve
highway access, parking, terminal and runway capacity issues.

Alternate Airport

According to a recently published report’, 10 to 12 million originating passengers appear
to be the threshold value where a second airport can be viable in a metropolitan area.
Minneapolis-St. Paul International Airport enplanes more than 16 million passengers.
However, less than half originate from the region. The majority of passengers are
connecting from other Northwest flights.

The use of a Tier 2 airport as an alternate metropolitan airport will happen when:
= Originating local passengers increase substantially by 4 to 5 million;

= A carrier uses Tier 2 airports as a low-cost satellite airport and diverts metro area
passengers; or,

= Significant capacity and delay issues develop at MSP because of Northwest
connecting activity. Such delays might warrant use of Tier 2 airports as gateways
to the national network.

In all cases, the synergy between MSP and Tier 2 airports is very important, from a
planning, timing, and investment standpoint. Typically alternate airports are located within
75 miles of the major airport. This would indicate St. Cloud as an attractive candidate
should the right conditions develop. However, given the resources required to build out
this airport, it will be important to reserve the option for development, but not over invest
until the need becomes more apparent. An alternate airport will require major capital
investment and cooperation amongst airport sponsors, the Metropolitan Airport
Commission and all levels of government.

I Alternate Airports Study, USDOT, Office of the Assistant Secretary for Transportation Policy, April, 2003
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Chapter 2 - Next Steps

Introduction

It is customary to position the ‘Next Steps’ chapter at the end of the report. However, so
important is the “way forward’, that we decided to place this discussion in a prominent
position in the front.

The intent of this chapter is to identify how individual airports, State agencies, the Mac
and Met Council can productively advance the level of air service and aviation activity at
Tier 2 airports.

The initial objectives of the Tier 2 project were to:

= increase the commercial use of the Tier 2 airports (passenger, air cargo, military,
support, and other aviation industry uses);

= anticipate infrastructure investment required at the airports;

= provide marketing suggestions to Tier 2 airports to facilitate air service and
economic development activities; and

= develop roles for MnDOT, WisDOT and the Metropolitan Airports Commission
(MAC) to help Tier 2 airports achieve a richer palette of air service and aviation
activity.

One important finding of the study is that basic airline decision-making parameters have
changed dramatically over the past few years. The factors that previously drove airline
decisions to provide air service at smaller airports have been replaced by near term profit
motives.

Historically, if an airport could demonstrate that it had the passengers, some airline would
provide the air service. Therefore, the task of the airport sponsor was to prove that it had
un-served demand—it had the numbers. Today money drives all airline air service
decisions.

At present, the airlines focus on the types of passengers (i.e. business versus leisure)
and how much passengers in any given market are willing to pay for air service. On the
one hand, markets with high concentrations of business travelers (paying higher average
airfares) are sought after by the airlines. On the other hand, markets with high
concentrations of leisure travelers (paying lower average airfares) are not as sought after
(except in the case of mass market, low cost carriers that have established business
models enabling them to profitably operate in leisure markets.)

Currently, airlines prefer consolidation of passengers at key airports rather than serving
many smaller airports. This reduces airline operating costs and increases airline
operating efficiency. Also, the airlines argue that by consolidating the passengers from a
series of smaller airports at a single airport, they are able to offer greater schedule and
airfare choices.

To counter this trend, the airport sponsors of smaller airports have developed incentive
strategies to attract and maintain air service. The incentives have included: financial
subsidies, guarantees, subsidized airport rents and fees, travel banks (prepaid airline
revenues), and subsidized airline advertising. From the experiences of airport sponsors,
it can be concluded that incentives can be effective in the near term. It remains to be



seen whether incentive programs can be sufficient enough to retain air service over a
long period of time.

In the current national air service environment, old approaches to air service recruitment
and development will not yield results that will benefit the Tier 2 airports and Minnesota.
To realize their potential, the Tier 2 airports will require the assistance of MnDOT,
WisDOT, and MAC. It is clear that a program is needed to formally bring together
MnDOT, WisDOT, MAC and the Tier 2 airports in a mutually supportive, collaborative
environment.

A program is needed that synchronizes the air service goals of the Tier 2 airports, MAC
and state aeronautics agencies and creates a mechanism for MAC and the Tier 2 airports
to mutually advocate for air service for one another. Using the clout and leverage of MAC
will provide the Tier 2 airports a much stronger platform to recruit air service from the
airlines.

The development of Tier 2 airports will spread the economic benefits of aviation to
perimeter airports and their service areas. Providing more lift at perimeter airports could
also concentrate connecting activity (and larger aircraft) at MSP during peak hours,
Mutual support and integration of certain air service development activities will also meet
elements of the “competition plan” required by the U. S. Department of Transportation.

Therefore, we recommend that MnDOT, the Tier 2 airports, WisDOT and MAC initiate a
formal collaborative program as described below to strengthen the effectiveness of air
service recruitment and airport-related economic development; henceforth, to be known
as the Tier 2 Incubator.

2.2 Tier 2 Incubator
We recommend that MnDOT, WisDOT and MAC jointly sponsor the Tier 2 Incubator to
develop an effective air service development strategy for Tier 2 airports and MSP. The
activities of the Tier 2 Incubator could include:
= Each year, having at least six facilitated calendar driven meetings to develop
goals, plans, actions and provide members assistance in dealing with air service
and economic development issues.
= Developing and executing action plans to further the goals and objectives of
member airports
— Identifying opportunities and resources necessary to capitalize on
opportunities
— Creating a forum to assist the Tier 2 airports to resolve issues—mutual
assistance
— Establishing a support group for the proper development of each of the
member airports
— Supplementing individual airport air service programs with working group
initiatives
— Providing support and services to energize individual airport air service
programs
— ldentifying and taking action on common legislative and congressional
initiatives
2.3 Action Plan for 2003-2004

As a result of the downturn in the economy, the lingering effects of September 11" and
the effects of the Internet, airlines are redeveloping their business models. Both network



and point-to-point airlines are reexamining and revalidating their route systems. This is a
particularly important time for MAC and the Tier 2 airports to get their messages to the
airlines. We strongly suggest an action plan.

The Tier 2 Incubator should be convened and an action plan formulated as soon as
possible. We believe that the action plan could consist of the following:

= Integrate the air service plans of each of the airport

= |dentify air service improvements (initiatives) at each airport that all members can
support

= |dentify leverage and “friendly persuasion” that MnDOT, WisDOT, and MAC can
employ to assist the Tier 2 airports in air service and recruiting facility economic
development

= |dentify legislative and congressional initiatives

= Develop information sets of local data that airlines want

= Develop initial 2003-2004 milestones such as:

o Plan and execute a ‘Minnesota Air Service Summit Meeting’ that
includes key airlines and prospect airlines. The Summit will include a
forum on current issues and a window to roll out the “consolidated air
service plan”

0 Schedule a “Minnesota Day” at Southwest Airlines with the idea that
these meetings give Southwest a long-range view of local air service
trends in the State.

2.4 Role of the Tier 2 Incubator Participants

The following are the suggested roles of the Tier 2 Incubator participants.

State Aeronautics’ Role

We recommend that MnDOT and WisDOT continue their support of air service
development and marketing of Tier 2 airports. Because three of the Tier 2 airports are in
Minnesota, MnDOT could serve as the overall organizational umbrella for the Incubator
and furnish a venue for the activities to occur. Both MnDOT and WisDOT could make
available staff and consulting support necessary to see that Tier 2 Incubator produces
results.

With regard to the direct activities of the Tier 2 Incubator, both State agencies could
provide support in the form of facilitators, airport and airline industry expertise, and
resources. These activities could include:

= Developing a Tier 2 Incubator operating plan and goals for the Working Group (in
collaboration with the airports)

= Helping the group work together on common air service strategies objectives to

produce a consolidated air service initiative for the Tier 2 Airports and MAC.

Identifying recruitment leverages and strategies

Funding the preparation of market data for airlines

Facilitating Working Group workshops

Scheduling and preparing meeting agendas

Also, MnDOT and WisDOT can assist their respective Tier 2 airports in planning

and developing the facilities necessary to accommodate the air service that is

being recruited.

MAC Role

MAC has voiced support for the Tier 2 Incubator concept and has said that they will
participate and support this initiative. To assist the launch of the Incubator, the MAC has
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offered the assistance of several of their staff for assembling information, providing
market, air traffic and demographic data, and preparing materials.

In addition, MAC could assist in gaining access to key airlines officials that would
otherwise not be available to hear the message of the Tier 2 airports. Also, where
appropriate, MAC could advocate for select air service initiatives and proposals on behalf
of the Tier 2 Airports.

Tier 2 Airport Roles

The assumption behind the Incubator is that Tier 2 airports do not always compete
directly or indirectly for airline resources. When appropriate, Tier 2 airports will share the
results of their independent air service research and programs. They should participate in
the Incubator's working group and offer advice, direction, and guidance in the
development of initiatives. Representatives of the Tier 2 airports should participate in the
execution of initiatives. The Tier 2 airports could support MNDOT'’s initiatives to develop
funding to support air service development and marketing. They could also support MAC
initiatives that hold direct benefit for Tier 2.

Conclusion

Behind the Tier 2 Incubator is the idea of an effective force multiplier. MNDOT, WisDOT,
MAC and Tier 2 airports can work together to develop the potential of MSP and the Tier 2
airports. It is with perpetual optimism that we recommend in this tough airline
environment that common goals and initiatives pursued together will weigh in more
strongly with the airlines than the individual efforts of smaller airport.






Table 3-4. Reported Air Carrier Cargo Activity (fons) — Eau Claire

Departures Freight Mail
Carrier 2000 2001 2000 2001 2000 2001
Mesaba 2,493 2,386 10 9 - 1

Source: USDOT T3 Air Carrier Data

Rochester

Rochester has a significant amount of air cargo activity due to the presence of FedEx.
However, the amount of cargo reported by FedEx has declined somewhat over the past
year, from 5,806 tons in 2000 to 3,892 tons in 2001. IBM and other manufacturers in the
area have used Rochester International Airport for all cargo chartered aircraft to transport
and distribute inventory. This charter activity is only minimally reported in the DOT data.

A small amount of belly cargo is carried by Northwest at Rochester.

Table 3-5. Reported Air Carrier Cargo Activity — (tons) Rochester

Departures Freight Mail
Carrier 2000 2001 2000 2001 2000 2001
Federal Express 612 654 5,806 3,892 - -
Express One 4 2 413 219 - -
Northwest Airlines 785 743 24 27 - -
Gemini Air Cargo - 1 - 24 - -
DHL Airways 326 - 9 - -
Sun Country Airlines 3 2 1 <1 - -
USA Jet Airlines 2 1 1 <1 - -
Other Charter and Misc. n/a n/a 1,339 2,592 - -
Total 1,732 1,403 7,593 6,754 - -

Source: USDOT T3 Air Carrier Data and Airport Data

St. Cloud

Only a minimal amount of air carrier cargo is reported at St. Cloud. The reported cargo
consists of a small amount of belly cargo by Mesaba along with an occasional trip by an

all-cargo carrier.
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Table 3-6. Reported Air Carrier Cargo Activity (tons) — St. Cloud

Departures Freight Mail
Carrier 2000 2001 2000 2001 2000 2001
Mesaba Aviation 2,497 2,402 3 2 - -
USA Jet Airlines - 1 - 2 - -
Express.net/Transcon. - 2 - 1 - -
Total 2,497 2,405 3 5 - -

Source: USDOT T3 Air Carrier Data

TRAVEL PATTERNS

Fares

Fares at the Tier 2 airports continue to be higher than average and somewhat higher than
those at MSP. Northwest Airlines has a policy of offering a low add-on fare to base
Minneapolis fares. The Northwest yield management system prices ‘buckets of seats’
available for a given flight. Because there are limited seats available to and from out-state
airports and because out-state passengers are competing for discounts with all
‘downstream’ passengers, the availability of lower fares can be limited. In 2000, round-
trip fares at the Tier 2 airports were about $50 higher than at MSP.® This is an important
issue, since Tier 2 passengers have demonstrated a significant sensitivity towards higher
fares. In 2002, fares declined across the board and the fare gap narrowed to less than
$20 for all cities except St. Cloud. Still, phone surveys completed for this project suggest
that even these fare differentials result in significantly reducing the effective passenger
base at the Tier 2 airports, as passengers are quite unwilling to pay even a small amount
more to fly locally. The reduction in local airport demand due to the higher fares appears
to be on the order of 50 to 75 percent. Figure 3-2 shows the average one way fares for all
fares at the study airports.

> A $40-$50 add-on to Minneapolis air fares is consistent with Northwest's modified “Fly-Local”
Program.
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Figure 3-2. Average One-way Fares by Airport, 2000 and 2002

Destinations

The origin and destination patterns are fairly consistent across the different airports. Top
destinations in 2002 include:

1. O'Hare Intl, IL (ORD)
2. Phoenix, AZ (PHX)

3. Denver, CO (DEN)

4. Orlando, FL (MCO)

5. Las Vegas, NV (LAS)
6. Washington, DC (DCA)
7. New York, NY (LGA)

8. Dallas/Ft. Worth (DFW)
9. Los Angeles (LAX)

10. Seattle, WA (SEA)

Passengers in the study service area travel to eastbound and westbound destinations
with approximately equal frequency. Eastbound travel accounts for slightly over 50
percent of the trips at Duluth, Rochester, and St. Cloud. In Eau Claire, westbound travel
is slightly more common. This balanced pattern suggests that there are a reasonable
number of Tier 2 passengers that could be served by both eastbound hubs, such as
Chicago, and westbound hubs, such as Denver, without creating circuitous routes.



Table 3-7. O&D Passenger Distribution by Direction (2001)

Direction® Duluth Eau Claire  Rochester St. Cloud MSP
East 52% 48% 58% 51% 54%
West 48% 52% 42% 49% 46%

Table 3-8 shows how Tier 2 passengers traveling to eastern destinations face higher
fares than those traveling to western destinations. At Duluth and Rochester, where there
are connections to Chicago, eastbound fares are about 7 percent higher than westbound
fares. The differential at these airports is even lower than the 8 percent differential at
MSP, and is due primarily to the higher fares associated with congested airports on the
east coast and elsewhere.

At Eau Claire and St. Cloud, where there are only links to MSP, eastbound fares are
significantly higher than westbound fares. Eastbound fares are 21 percent higher than
westbound fares at St. Cloud and 34 percent higher at Eau Claire.

Table 3-8. Average One-way Fares by Direction (2001)

Direction® Duluth Eau Claire  Rochester St. Cloud MSP
East 198 214 204 216 182
West 187 159 190 178 169

The tables that follow show the top O&D destinations (both directions) and average one
way fares for each of the study airports. The data was taken from the USDOT O&D
Survey and 298C series and includes both air carriers and commuters.

¢ The Mississippi River was used as the geographic divider between East and West. Destinations
in Minnesota and states west of the Mississippi are considered “West” destinations. Destinations
east of the Mississippi are considered “East” destinations.



Table 3-9. Top 30 O&D Markets and Average One-Way Fares - Duluth

Passengers Average One Way Fare
Rank Market 1999 2000 2001 2002 | 1999 2000 2001 2002
1 | O 'Hare Intl, IL (ORD) 18,980 15,940 15,290 15,640 180 218 192 183
2 | Sky Harbor Intl, AZ (PHX) 8,630 8,900 8,990 10,170 151 168 168 142
3 | McCarran Intl, NV (LAS) 7,680 8,060 8,780 9,520 160 165 153 142
4 | Orlando Intl, FL (MCO) 7,640 9,070 9,540 9,030 160 164 158 153
5 | Denver Intl, CO (DEN) 8,090 8,750 8,990 8,870 138 142 139 145
6 | Ronald Regan Natl, DC (DCA) 6,100 5,010 5,530 6,700 212 220 179 194
7 | Seattle/Tacoma In, WA (SEA) 7,100 6,610 6,820 6,320 180 195 180 186
8 | Los Angeles Intl, CA (LAX) 6,210 5,900 5,650 6,280 173 176 163 153
9 | Dallas/Ft Worth Int, TX (DFW) 5,170 5,220 4,890 5,820 190 201 198 184
10 | Wm B Hartsfield, GA (ATL) 6,290 6,470 6,320 5,570 190 170 158 137
11 | Logan Intl, MA (BOS) 5,430 5,520 4,910 5,250 189 174 174 237
12 | San Francisco In, CA (SFO) 5,460 5,900 5,340 5,200 168 180 191 173
13 | La Guardia, NY (LGA) 4,820 4,960 5,040 5,160 198 203 205 189
14 | St Paul Intl, MN (MSP) 6,920 6,430 6,230 5,050 123 129 129 113
15 | Tampa Intl, FL (TPA) 3,400 3,670 3,820 4,680 161 164 174 143
16 | Portland, OR (PDX) 3,650 4,070 4,230 4,610 218 206 185 175
17 | Lindberg Field, CA (SAN) 3,120 4,070 3,450 4,260 200 184 171 185
18 | Wayne County, MI (DTW) 8,550 7,260 5,330 4,190 197 213 216 223
19 | Lambert-St Louis, MO (STL) 3,310 2,530 2,750 3,810 204 217 218 181
20 | SW Florida Reg, FL (RSW) 2,930 3,260 3,590 3,730 137 136 138 130
21 | George Bush Intc, TX (IAH) 1,870 2,650 3,460 3,580 249 283 258 238
22 | Philadelphia Intl, PA (PHL) 3,340 3,710 3,130 3,480 240 239 224 204
23 | Newark Intl, NY (EWR) 3,470 3,830 3,740 3,290 247 228 189 191
24 | Kansas City Intl, MO (MCI) 4,710 4,150 2,920 3,260 130 137 235 197
25 | Hopkins Intl, OH (CLE) 4,340 3,920 2,900 3,160 287 323 305 274
26 | Milwaukee, WI (MKE) 3,270 3,990 3,440 3,070 194 164 185 197
27 | Miami Intl, FL (MIA) 2,470 2,210 2,470 2,940 175 163 173 143
28 | Baltimore/Wash Intl, MD (BWI) 2,220 2,250 2,160 2,910 212 244 222 174
29 | Pittsburgh Intl, PA (PIT) 3,230 2,680 1,910 2,760 216 249 258 239
30 | Salt Lake Intl, UT (SLC) 2,160 1,990 1,730 2,550 168 219 199 184
Other 94,050 96,090 92,320 | 100,630 220 221 211 200
Total | 254,610 | 255,070 | 245,670 | 261,490 196 202 193 184




Table 3-10. Top 30 O&D Markets and Average One-Way Fares — Eau Claire

Passengers Average Fare
Rank | Market 1999 2000 2001 2002 1999 2000 2001 2002
1 | Sky Harbor Intl, AZ (PHX) 1,090 1,060 1,470 1,460 177 144 127 134
2 | Elko, NV (EKO) 1,560 2,340 740 1,360 58 58 63 56
3 | Orlando Intl, FL (MCO) 980 800 1,610 1,290 191 120 151 169
4 | Seattle/Tacoma In, WA (SEA) 1,030 1,510 990 1,250 173 189 139 174
5 | Denver Intl, CO (DEN) 790 1,000 1,560 1,150 138 130 126 153
6 | McCarran Intl, NV (LAS) 340 660 850 1,110 190 120 146 173
7 | StPaul Intl, MN (MSP) 1,570 1,420 1,400 1,070 72 64 53 66
8 | Wayne County, MI (DTW) 840 1,350 850 990 | 308 | 249 | 238 | 231
9 | Dallas/Ft Wor Int, TX (DFW) 700 900 840 960 | 212 | 248 182 191
10 | San Francisco In, CA (SFO) 1,190 1,150 1,130 920 | 211 274 157 154
11 | Wm B Hartsfield, GA (ATL) 880 1,130 1,170 880 | 235 171 144 156
12 | Ronald Regan Natl, DC (DCA) 1,110 830 750 830 187 | 245 | 223 168
13 | Logan Intl, MA (BOS) 770 880 960 810 | 292 | 200 169 | 235
14 | Los Angeles Intl, CA (LAX) 830 640 770 740 | 227 | 224 144 175
15 | Lambert-St Louis, MO (STL) 840 710 680 720 | 221 227 | 202 174
16 | La Guardia, NY (LGA) 700 560 780 700 | 228 162 169 142
17 | Baltimore/Wash Intl, MD (BWI) 610 530 400 670 | 203 | 210 165 168
18 | Newark Intl, NY (EWR) 650 500 550 650 | 250 | 270 | 280 | 237
19 | Portland, OR (PDX) 730 460 740 650 | 258 175 194 149
20 | O'Hare Intl, IL (ORD) 1,240 1,120 830 630 | 252 | 259 | 243 | 239
21 | Tampa Intl, FL (TPA) 660 590 560 620 157 180 146 132
22 | SW Florida Reg, FL (RSW) 490 300 420 600 150 151 152 149
23 | Lindberg Field, CA (SAN) 750 630 730 560 | 219 | 300 | 210 161
24 | John Wayne Intl, CA (SNA) 310 410 400 530 166 172 167 137
25 | San Jose Mun, CA (SJC) 620 530 310 510 | 248 | 282 | 232 | 268
26 | George Bush Intc, TX (IAH) 90 320 450 500 | 246 | 244 | 254 | 206
27 | Philadelphia Intl, PA (PHL) 840 760 670 430 | 263 | 313 | 256 187
28 | Pittsburgh Intl, PA (PIT) 150 190 400 430 | 347 | 255 | 247 131
29 | Salt Lake Intl, UT (SLC) 180 410 300 400 189 | 207 165 146
30 | Memphis Intl, TN (MEM) 310 450 220 390 | 229 | 313 | 359 176
Other 16,120 | 15850 | 15930 | 15010 | 210 | 228 | 213 183
Total | 38,970 | 39,990 | 39,460 | 38,820 | 202 | 205 | 186 171
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Table 3-11. Top 30 O&D Markets and Average One-Way Fares - Rochester

Passengers Average Fare
Rank | Market 1999 2000 2001 2002 1999 2000 2001 2002
1 | O'Hare Intl, IL (ORD) 27,630 23,510 20,130 20,460 | 202 | 213 186 177
2 | Sky Harbor Intl, AZ (PHX) 9,880 8,540 8,450 10,550 | 213 | 216 | 211 155
3 | La Guardia, NY (LGA) 8,700 7,890 6,930 8,390 | 218 | 234 | 226 182
4 | Denver Intl, CO (DEN) 7,740 7,370 7,400 7,250 121 135 122 121
5 | Ronald Regan Natl, DC (DCA) 8,360 7,060 6,640 6,860 | 219 | 246 | 217 164
6 | Orlando Intl, FL (MCO) 6,330 5,860 7,700 6,220 178 189 152 168
7 | Dallas/Ft Wor Int, TX (DFW) 7,620 6,620 4,970 6,080 | 209 195 194 190
8 | Wm B Hartsfield, GA (ATL) 6,790 6,180 7,320 6,060 | 223 149 142 122
9 | Logan Intl, MA (BOS) 7,990 7,720 5,970 5780 | 264 | 211 249 196
10 | San Francisco In, CA (SFO) 6,460 7,140 5,720 5,710 251 232 196 178
11 | Los Angeles Intl, CA (LAX) 5,590 5,620 5,730 5630 | 210 | 216 | 201 176
12 | Philadelphia Intl, PA (PHL) 4,490 4,320 4,570 5230 | 226 | 220 | 219 165
13 | Wayne County, MI (DTW) 5,740 6,200 6,700 5,120 184 168 181 170
14 | Seattle/Tacoma In, WA (SEA) 5,270 4,720 4,430 4,850 190 | 209 | 203 183
15 | Lindberg Field, CA (SAN) 4,630 5,160 3,840 4,330 | 230 193 | 200 193
16 | McCarran Intl, NV (LAS) 2,570 3,060 3,350 4,120 184 198 164 142
17 | Raleigh/Durham, NC (RDU) 4,740 5,380 4,420 4120 | 246 | 239 | 207 | 204
18 | Newark Intl, NY (EWR) 4,810 4,630 3,840 4,090 | 223 | 276 | 224 | 205
19 | Robert B Mueller, TX (AUS) 5,120 5,190 4,100 4,060 | 244 | 262 | 236 177
20 | Tampa Intl, FL (TPA) 2,350 2,630 2,800 3,590 174 | 201 204 174
21 | Miami Intl, FL (MIA) 3,380 3,100 3,700 3,430 | 235 | 223 | 226 | 202
22 | Baltimore/Wash Intl, MD (BWI) 1,960 2,390 3,040 3,160 | 283 | 239 | 252 | 217
23 | George Bush Intc, TX (IAH) 2,260 2,410 3,600 3,070 | 288 | 275 | 218 198
24 | Lambert-St Louis, MO (STL) 3,070 2,650 6,080 2,990 | 206 | 212 176 164
25 | San Jose Mun, CA (SJC) 4,040 3,530 2,940 2,940 | 395 | 338 | 281 266
26 | Jacksonville Intl, FL (JAX) 2,160 2,080 3,110 2,790 | 332 | 316 | 269 | 203
27 | Portland, OR (PDX) 2,910 3,010 2,670 2,690 | 232 | 260 | 207 162
28 | Indianapolis, IN (IND) 2,700 3,070 2,660 2,670 | 232 | 254 | 212 189
29 | StPaul Intl, MN (MSP) 4,290 3,980 2,910 2,600 60 58 79 74
30 | San Antonio Intl, TX (SAT) 2,290 2,220 2,440 2,470 | 202 192 162 | 207
Other 103,110 99,600 102,420 99,370 | 210 | 212 | 202 179
Total | 274,980 | 262,840 | 260,580 | 256,680 | 213 | 213 198 176

3-11




Table 3-12. Top 30 O&D Markets and Average One-Way Fares — St. Cloud

Passengers Average Fare

Rank | Market 1999 2000 2001 2002 | 1999 2000 2001 2002
1 | Sky Harbor Intl, AZ (PHX) 2,100 1,670 1,390 1,590 141 156 157 125
2 | Denver Intl, CO (DEN) 1,640 1,530 1,430 1,320 109 139 157 148
3 | O'Hare Intl, IL (ORD) 1,240 1,370 1,070 1,180 | 246 | 241 225 174
4 | StPaulIntl, MN (MSP) 1,800 1,520 1,500 1,130 47 48 64 73
5 | McCarran Intl, NV (LAS) 650 740 740 1,080 | 200 148 142 155
6 | Orlando Intl, FL (MCO) 1,380 1,200 1,050 1,080 159 182 150 147
7 | Dallas/Ft Wor Int, TX (DFW) 1,570 1,110 1,230 1,030 156 | 206 199 | 271
8 | Seattle/Tacoma In, WA (SEA) 1,230 840 960 1,020 183 161 159 173
9 | Wayne County, MI (DTW) 1,160 890 820 910 | 247 | 204 | 294 | 241
10 | Wm B Hartsfield, GA (ATL) 1,090 1,050 1,250 910 | 215 160 147 146
11 | Los Angeles Intl, CA (LAX) 1,070 710 620 870 154 | 202 | 205 150
12 | Ronald Regan Natl, DC (DCA) 1,180 970 820 870 194 | 231 187 152
13 | San Francisco In, CA (SFO) 1,340 990 930 720 190 173 174 162
14 | Chicago Midway, IL (MDW) 1,590 750 540 710 124 187 189 163
15 | Lindberg Field, CA (SAN) 760 780 750 700 191 155 155 188
16 | Kansas City Intl, MO (MCI) 1,170 1,010 800 680 92 125 167 | 224
17 | Portland, OR (PDX) 930 540 520 660 | 214 | 200 195 145
18 | La Guardia, NY (LGA) 1,130 1,030 500 640 | 226 | 308 | 261 202
19 | Logan Intl, MA (BOS) 840 1,150 780 630 182 | 201 181 197
20 | Lambert-St Louis, MO (STL) 790 860 600 620 | 218 | 206 | 232 | 209
21 | Indianapolis, IN (IND) 730 420 740 600 | 233 | 256 | 299 | 256
22 | Baltimore/Wash Intl, MD (BWI) 560 420 220 590 194 | 303 | 247 182
23 | Jm Cox Dayton In, OH (DAY) 500 530 420 560 198 | 302 | 290 | 267
24 | SW Florida Reg, FL (RSW) 720 510 560 550 125 151 158 108
25 | Memphis Intl, TN (MEM) 390 360 450 540 179 | 279 | 213 | 238
26 | Philadelphia Intl, PA (PHL) 1,060 620 540 540 | 283 194 | 274 183
27 | Anchorage Intl, AK (ANC) 280 380 300 490 179 191 119 179
28 | Reno, NV (RNO) 600 310 490 490 196 185 | 252 165
29 | San Antonio Intl, TX (SAT) 230 330 260 490 195 139 181 167
30 | Tucson Intl, AZ (TUS) 270 160 160 490 145 141 110 161
Other 19,210 | 18810 | 18,740 | 16,970 | 218 | 228 | 214 | 207
Total 49,210 | 43,560 | 41,180 | 40,660 190 | 203 | 197 187
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3.5

SERVICE

Duluth

Duluth had air service to both MSP and Chicago. Effective December, 2002, American
announced that it was canceling its Chicago service. This left Duluth with Northwest as its
single carrier. In the past, Duluth also had service to Detroit. This ended in August of
2000. And, from time to time, Duluth has also served as a stopping point for routes from
other smaller communities, though this service has been relatively insignificant.

Over the last two years, the number of trips, passengers, and seats traveling on
segments from Duluth has declined. Much of this decline can be attributed to the effects
of September 11 as well as the loss of service to Detroit. However, load factors increased
measurably during this same time. This suggests that the reduction in service has been
disproportionately greater than the changes in passengers’ demand for air travel. It's also
interesting to note that Duluth’s Chicago service — the service that is facing cancellation —
made significant gains over the past year in both number of trips, passengers served
and, most importantly, load factors.

Table 3-13. Passenger Service Segment Activity - Duluth

Trips Passengers Seats

Carrier 2000 2001 2000 2001 2000 2001
MSP Mesaba 1,974 1,786 55,934 64,760 98,091 105,244

Northwest 1,021 880 48,671 46,020 117,702 101,321
O'Hare American 923 971 18,989 24,639 38,101 42,375
Detroit Mesaba 596 - 17,731 - 41,054 -
Hibbing Mesaba 89 15 248 135 3,026 510
Intl. Falls Mesaba - 72 - 556 - 2,448
Hancock, Ml Mesaba 18 - 139 - 612 -
Total 4,621 3,724 141,712 136,110 298,586 251,898

Source: USDOT T100 Air Carrier Data

Table 3-14. Passenger Service Segment Statistics - Duluth

Load Factor Average Seats Avg. Daily Trips

Destination Carrier 2000 2001 2000 2001 2000 2001
MSP Mesaba 57% 62% 50 59 54 4.9
Northwest 41% 45% 115 115 2.8 2.4

O'Hare American 50% 58% 41 44 2.5 2.7
Detroit Mesaba 43% - 69 - 1.6 -
Hibbing Mesaba 8% 26% 34 34 0.2 0.0
Intl. Falls Mesaba - 23% - 34 - 0.2
Hancock, Ml Mesaba 23% - 34 - 0.0 -

Source: USDOT T100 Air Carrier Data
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Northwest and Mesaba provide service to MSP, with Northwest using DC-9 and A320
aircraft and Mesaba using Avro regional jets with Saab 340’s on some flights. American
uses Embraer RJ140/145 regional jets.

Table 3-15. Daily Passenger Service Schedule - Duluth

Typical Daily Departures and Aircraft Types

Destination Carrier 2000 2001 2002

MSP Mesaba/NW 10 8 10

ARJ, DC9, SF3 ARJ, DC9, SF3 ARJ, DC9, SF3

O'Hare American 3 4 3

ERJ ERJ ERD, ER4

Detroit Mesaba 2-3 - -
ARJ

Source: Official Airline Guide (June) and other sources.

Eau Claire

Mesaba provides service from Eau Claire to MSP using Saab 340 aircraft. This service
has eroded slightly over the past few years, most likely due to the low load factors
experienced in 2000 and some consolidation of service after September 11, 2001. Eau
Claire also now serves as a stopping point on routes to and from Rhinelander, WI. These
schedule changes between 2000 and 2001, along with an increase in enplanements,
appear to have significantly helped Mesaba’s load factor at Eau Claire, increasing it from
40% in 2000 to 57% in 2001.

Table 3-16. Passenger Service Segment Activity — Eau Claire

Trips Passengers Seats
Destination Carrier 2000 2001 2000 2001 2000 2001
MSP Mesaba 1,886 1,606 25,674 31,158 64,124 54,604
Rhinelander, WI Mesaba 360 779 3,905 9,799 12,240 26,486
Escanaba, Ml Mesaba 245 - 1,919 - 8,330 -
Total 2,491 2,385 31,498 40,957 84,694 81,090

Source: USDOT T100 Air Carrier Data

Table 3-17. Passenger Service Segment Statistics — Eau Claire

Load Factor Average Seats Avg. Daily Trips
Destination Carrier 2000 2001 2000 2001 2000 2001
MSP Mesaba 40% 57% 34 34 5.2 4.4
Rhinelander, WI Mesaba 32% 37% 34 34 1.0 21
Escanaba, Ml  Mesaba 23% - 34 - 0.7 -

Source: USDOT T100 Air Carrier Data



Table 3-18. Daily Passenger Service Schedule — Eau Claire

Typical Daily Departures and Aircraft Types

Destination Carrier 2000 2001 2002
MSP Mesaba 6 5 4
SF3 SF3 SF3

Rhinelander, WI Mesaba - 2 2
SF3 SF3

Source: Official Airline Guide (June) and other sources.

Rochester

Rochester currently has service to MSP and Chicago. Prior to the 2001 merger of TWA
and American and the events of September 11, TWA also provided service between
Rochester and St. Louis. This service was discontinued in the third quarter of 2001.
Northwest and Mesaba provide service to MSP with DC9’s, Avro regional jets, and Saab
340 aircraft. Historically, the smaller aircraft used by Mesaba have experienced notably
greater load factors than Northwest’s larger aircraft.

Service has been relatively stable over recent years. Load factors have been moderate,
with a slight decline in 2001 due mostly to an understandably poor performance in
September. However, by the last few months of 2001, load factors at Rochester had
returned to about 90 percent of their typical levels, and it appears reasonable to expect
that this recent decline will not be a prolonged trend.

Table 3-19. Passenger Service Segment Activity — Rochester

Trips Passengers Seats

Destination  Carrier 2000 2001 2000 2001 2000 2001
MSP Mesaba 2,169 1,878 64,499 54,257 115,186 102,597

Northwest 782 741 27,574 26,964 77,950 72,545
O'Hare American 1,337 1,367 58,575 55523 122,495 118,898
St. Louis TWA Exp. n/a n/a - 8,785 n/a n/a
La Crosse, WI Mesaba 18 - 80 - 647 -
Total 4,306 3,986 150,728 145,529 316,278 294,040

Source: USDOT T100 Air Carrier Data. Full data for commuters (TWA express) is unavailable.
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Table 3-20. Passenger Service Segment Statistics — Rochester

Load Factor Average Seats Avg. Daily Trips

Destination Carrier 2000 2001 2000 2001 2000 2001
MSP Mesaba 56% 53% 53 55 5.9 5.1

Northwest 35% 37% 100 98 2.1 2.0
O'Hare American 48% 47% 92 87 3.7 3.7
St. Louis TWA Exp. n/a n/a n/a n/a n/a n/a
La Crosse, WI Mesaba 12% - 36 - 0.0 -

Source: USDOT T100 Air Carrier Data. Data for commuters (TWA express) is unavailable.

Table 3-21. Daily Passenger Service Schedule — Rochester

Typical Daily Departures and Aircraft Types

Destination Carrier 2000 2001 2002

MSP Mesaba/NW 9 8 9

ARJ, DC9, SF3 ARJ, SF3, DC9 ARJ, DC9, SF3

O'Hare American 4 4 4

F100 F100 F100

St. Louis TWA Exp. - 3 -
ERJ

Source: Official Airline Guide (June) and other sources.

St. Cloud

Mesaba serves St. Cloud with 6 daily departures to MSP using Saab 340 turboprop
aircraft. However, seasonal changes in schedules, aircraft maintenance and retirement
of Mesaba’s Saab 340’s have resulted in reduced service and actual daily departures
typically ranging from 4 to 6. Over the course of the last two years, actual departures
have averaged about 4.5 per day.

St. Cloud also currently serves as a stop for some flights from Grand Rapids and has
been a part of routes to Brainerd and other cities in the past. Over the past two years,
load factors between St. Cloud and MSP have averaged slightly over 50 percent,
although the additional passengers brought in on the Grand Rapids flights have
increased load factors on these flights to about 66 percent on average7
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Table 3-22. Passenger Service Segment Activity — St. Cloud

Trips Passengers Seats
Destination Carrier 2000 2001 2000 2001 2000 2001
MSP Mesaba 1,627 1,599 29,160 28,277 55,318 54,366
Grand Rapids, MN  Mesaba 346 729 2,866 6,506 11,764 24,786
Brainerd, MN Mesaba 455 73 3,274 547 15,470 2,482
Watertown, SD Mesaba 25 - 85 - 850 -
Aberdeen, SD Mesaba 24 - 151 - 816 -
Thief River Falls, MN Mesaba 18 - 154 - 612 -
Total 2,495 2,401 35,690 35,330 84,830 81,634

Source: USDOT T100 Air Carrier Data

Table 3-23. Passenger Service Segment Statistics — St. Cloud

Load Factor Average Seats  Avg. Daily Trips

Destination Carrier 2000 2001 2000 2001 2000 2001
MSP Mesaba 53% 52% 34 34 4.5 4.4
Grand Rapids, MN  Mesaba 24% 26% 34 34 0.9 2.0
Brainerd, MN Mesaba 21% 22% 34 34 1.2 0.2
Watertown, SD Mesaba 10% - 34 - 0.1 -
Aberdeen, SD Mesaba 19% - 34 - 0.1 -
Thief River Falls, MN Mesaba 25% - 34 - 0.0 -

Source: USDOT T100 Air Carrier Data

Table 3-24. Daily Passenger Service Schedule — St. Cloud

Typical Daily Departures and Aircraft Types

Destination Carrier 2000 2001 2002

MSP Mesaba 6 6 6
SF3 SF3 SF3

Brainerd Mesaba 3 - -
SF3

Source: Official Airline Guide (June) and other sources.

CURRENT CATCHMENT AREAS AND POTENTIAL SERVICE AREAS

There are many different ways to define an airport’s “service area”. Traditionally, service
areas have been used to define the location of both who could use a particular airport, as
well as who does use a particular airport. However, in most cases, these two areas are
not the same.
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Potential Service Areas

In the past, the State of Minnesota has used 60- and 90- minute drive times as criteria to
define commercial airport service areas. This is a reasonable approach - it's easy to
understand and straightforward to calculate. It also facilitates making an estimate of the
amount of travel demand that an airport might receive from the local community.
Obviously, airports with large populations and strong growth within a reasonable driving
distance of the airport provide a better base for supporting air service than airports
surrounded by smaller populations or a slower economy. Service areas defined by drive
times provide one possible tool for measuring an airport’'s potential for air service
development and a measure of who could use the airport.

On the other hand, many factors other than drive time affect passengers’ choice of
airport. At the Tier 2 airports, issues such as relative service levels and competition from
MSP have a significant effect on airport choice. For this reason, drive times alone are an
inadequate tool for understanding the reality of an airport’s potential service area.

Given the above, the question remains as to how to define the airport service areas in a
useful manner. For the purposes of this study, a practical working definition is the most
appropriate:

The airport service areas are the general areas in which the airport can be
reasonably expected to draw a meaningful amount of passengers given the
current conditions and the range of expected future conditions. They are the
areas in which the local economy and other passenger characteristics are
the most important to the local airport. The service areas aren’t intended to
represent the entire area from which passengers might choose to use an
airport, but simply the most important and most likely areas.

The service areas were defined on a county basis. They consider the following
characteristics:

m  The relative influence of MSP and other nearby airports
m  Driving distances

m  The general level of service offered at the airports

m  The results of the phone survey

m Input from airport staff based on real-world experience and local knowledge.

Figure 3-3 shows the airport service areas for the study airports.

Current Catchment Areas

To understand who is actually using an airport at the present time, a different approach is
needed. The phone survey conducted as part of this study is a practical tool for this
purpose. By surveying business travelers in the area surrounding each study airport,
then mapping the results, it's possible to identify the areas from which passengers are
most likely to use their local airport.
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Figure 3-3. Airport Service Areas - Working Definition

Figure 3-4 illustrates the differences between these current catchment areas and the
airports’ potential service areas. In the figure, the shaded areas represent the 60- and 90-
minute driving distances from each airport while the thick line illustrates the area from
which the airport is drawing a significant share of the passenger trips®. The dashed lines
represent the airports’ potential service areas as defined for this study. The figure clearly
shows the influence of MSP. In Duluth, the airport draws passengers from an area much
larger than the 90-minute drive time. This is understandable, given the relatively high
level of service offered at the airport and the Duluth’s distance from MSP. On the other
hand, at St. Cloud, the airport’s catchment area is somewhat smaller than the 90-minute
drive area and is actually closer to the 60-minute drive area. At Eau Claire and

® The line represents the area from which, on average, 25 percent or more of passenger’s air trips
are made using the local airport. It is important to note that the airports do draw passengers from
outside of these areas but at an average rate of less than 25 percent. These areas were
developed based on data obtained during the phone survey.
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3.7

Rochester, the size of the airports’ catchment areas is reasonably close to that of the 90-
minute drive areas. However, at all of the airports, the catchment areas are shifted away
from MSP, since passengers closer to MSP are somewhat more likely to use MSP than
those who must drive past their local airport to get to MSP.
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Figure 3-4. Comparison of Current Catchment Areas and Driving Distances

EconNomic TRENDS IN THE POTENTIAL SERVICE AREAS
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Over the past ten years, economic growth in the Tier 2 service areas has been moderate.
Although population growth has lagged behind U.S. averages, employment has kept
pace with state averages, outpaced the U.S. as a whole. Income growth in the Tier 2
service areas lagged a bit behind the relatively brisk growth that has occurred recently in



Minnesota (particularly in the Minneapolis-St. Paul metro area), but has kept pace with
national averages.

Overall, these factors suggest that the underlying air travel demand in the Tier 2 service
areas has likely grown at a rate just slightly slower that of the U.S. as a whole. These
economic patterns are expected to continue in much the same way into the future. Short-
term economic growth over the next several years, in both the Tier 2 airports and the
U.S. as a whole, can be expected to be notably reduced, given the recent economic
downturn.

Table 3-25 presents the historical and forecast projects for the Tier 2 airports, Minnesota
and the United States. For the important generators of air travel demand — income and
employment, the Tier 2 regions equal or exceed projected growth in the United States.

Table 3-25. Historical and Forecast Economic Trends — Minnesota and U.S.

Historical Forecast Avg. Annual Growth

Area County 1991 2001 2006 2011 ‘91-‘01 ‘01-‘06 ‘06-‘11
Population  Minnesota 4,437 4,984 5,258 5540 12% 1.1% 1.1%
(000) United States | 252,743 284,844 298,933 313,457 1.2% 1.0% 1.0%
Tier 2 1,367 1,488 1,547 1,608 09% 0.8% 0.8%
Employment Minnesota 2,737 3,399 3,628 3,861 22% 1.3% 1.3%
(000) United States | 138,664 168,348 178,694 189,578 2.0% 1.2% 1.2%
Tier 2 745 927 983 1,040 22% 1.2% 1.1%
Income Minnesota 102,030 147,462 165,299 184,459 3.8% 23% 2.2%
(000) United States | 5,697,304 7,782,812 8,640,959 9,581,942 3.2% 2.1% 21%
Tier 2 25325 34,761 38,538 42,562 32% 2.1% 2.0%

Source: Woods and Poole Economics, Washington D.C.

Among Tier 2 service areas, there are important differences in economic activity.
Although the populations of the Tier 2 service areas are similar in magnitude, the patterns
of anticipated economic growth vary from airport to airport and even within individual
service areas. Within each service area, populations are concentrated within a relatively
small core area near the airports, as shown in Table 3-26. These core areas provide a
significant portion of the travel demand for the airports. As a result, the outlook for future
travel demand at the airports is somewhat more sensitive to changes in these core areas
than in other, more distant and less populated portions of the airports’ service areas.
Figure 3-5 illustrates the population distribution throughout the service areas.

Table 3-26. Core Service Areas

Service Area Core Area

Duluth St. Louis County / Duluth metro area
Eau Claire Eau Claire County

Rochester Olmstead County

St. Cloud Stearns, Benton, & Sherburne Counties
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Figure 3-5. Estimated Population by County, 2002

PEROCHESTER INTERNATIONAL—

Over the next 10 years, the Minneapolis-St. Paul metro counties are expected to be a
fast growing area, as is the area north along interstate 35 and northwest toward St.
Cloud. These key growth areas are in the region in which MSP competes most directly
with the Tier 2 airports. This provides less support to service at the Tier 2 airports than if
the growth were located more in the core of the airports’ service areas or otherwise more
distant from MSP.

The figures on the next pages illustrate the economic growth patterns throughout the Tier
2 service areas.
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Figure 3-6. Forecast Population Growth, 2001-2011
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Figure 3-7. Forecast Employment Growth, 2001-2011
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Figure 3-8. Forecast Income Growth, 2001-2011

Duluth

The population and economy of the Duluth service area is expected grow at a somewhat
slower rate than that of the other Tier 2 service areas. Duluth’s population is forecast to
increase at just 0.3% per year over the next 10 years — less than half the rate of the other
Tier 2 airports. Furthermore, the fastest growing areas, such as Pine and Cook counties,
are located towards the outer edges of Duluth’s service area. The distance of these
growth areas will tend to temper the support that they provide to travel demand at Duluth.
This is particularly true in the case of Pine County, where Duluth faces significant
competition from nearly equidistant MSP. These patterns of growth may tend to limit
travel demand and present a challenge for Duluth in the future. However, Duluth is also
located relatively far from MSP and has the highest demand capture rate of the study
airports.
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Table 3-27. Historical and Forecast Economic Trends - Duluth

Historical Forecast Avg. Annual Growth
Statistic County 1991 2001 2006 2011 ‘91-‘01 ‘01-‘06 ‘06-‘11
Population (000)  Ashland, WI 16 17 17 17 04% 02% 0.2%
Bayfield, WI 14 15 16 16 07% 07% 0.8%
Carlton, MN 29 32 32 33 07% 04% 0.4%
Cook, MN 4 5 5 6 26% 1.0% 0.9%
Douglas, WI 42 43 43 43 02% 0.0% 0.0%
Lake, MN 10 11 11 11 06% 03% 04%
Pine, MN 22 27 29 32 23% 16% 1.5%
St. Louis, MN 200 201 202 204 01% 02% 0.2%
Population Total 338 351 357 363 04% 03% 0.3%
Employment (000) Ashland, WI 9.2 11.2 11.9 125 20% 1.2% 1.1%
Bayfield, WI 5.5 6.6 7.0 75 18% 14% 1.3%
Carlton, MN 13.7 17.9 19.0 202 27% 12% 1.2%
Cook, MN 2.7 3.9 4.2 45 37% 14% 1.4%
Douglas, WI 20.0 21.7 21.8 220 08% 01% 0.1%
Lake, MN 5.0 5.6 5.9 63 12% 1.0% 1.2%
Pine, MN 8.7 12.5 13.5 143 38% 14% 1.3%
St. Louis, MN 1045 1212 1259 1316 15% 08% 0.9%
Employment Total 169.2 200.6 209.2 2189 1.7% 0.8% 0.9%
Income (millions)  Ashland, WI 260 342 373 405 28% 1.7% 1.6%
Bayfield, WI 224 300 332 366 3.0% 20% 1.9%
Carlton, MN 504 679 744 816 3.0% 1.8% 1.8%
Cook, MN 82 126 141 157 44% 22% 22%
Douglas, WI 731 913 957 1,003 23% 09% 1.0%
Lake, MN 180 236 257 280 27% 1.7% 1.7%
Pine, MN 320 487 555 629 43% 26% 25%
St. Louis, MN 3,972 5,021 5368 5746 24% 13% 1.4%
Income Total 6,273 8,106 8,727 9,402 2.6% 1.5% 1.5%

Source: Woods and Poole Economics, Washington D.C.

Eau Claire

The economic outlook for the Eau Claire area is positive. Although a certain amount of
slowdown is expected across the U.S., Eau Claire’s economy is expected to be impacted
somewhat less than average. Eau Claire’s growth should outpace national averages in
the future, particularly in the areas north of the airport such as Barron, Rusk, and Taylor
counties. This growth pattern should help Eau Claire maintain the travel demand that is
required to support air service at Chippewa Valley Regional.



Table 3-28. Historical and Forecast Economic Trends — Eau Claire

Historical Forecast Avg. Annual Growth
Statistic County 1991 2001 2006 2011 ‘91-‘01 ‘01-‘06 ‘06-‘11
Population (000) Barron, WI 41 45 47 49 1.0% 08% 0.8%
Chippewa, WI 53 56 57 59 05% 05% 0.6%
Clark, WI 32 34 34 35 05% 04% 0.4%
Dunn, WI 36 40 43 45 11% 11% 1.0%
Eau Claire, WI 86 94 99 104 09% 1.0% 1.0%
Rusk, WI 15 15 15 16 0.1% 01% 0.1%
Taylor, WI 19 20 20 20 04% 03% 0.3%
Eau Claire Total 283 304 316 328 0.7% 0.8% 0.8%
Employment (000) Barron, WI 23.9 30.4 33.0 354 24% 1.7% 1.4%
Chippewa, WI 25.9 31.8 33.9 358 21% 1.3% 1.1%
Clark, WI 14.4 16.8 17.7 187 16% 1.1% 1.0%
Dunn, WI 17.2 23.3 24.9 267 31% 14% 1.3%
Eau Claire, WI 51.9 69.9 74.6 794 3.0% 1.3% 1.2%
Rusk, WI 7.4 9.3 10.1 109 23% 1.6% 14%
Taylor, WI 10.5 12.8 13.9 149 20% 1.6% 1.4%
Employment Total 151.2 1944 2082 2216 25% 1.4% 1.2%
Income (millions)  Barron, WI 692 964 1,096 1,231 3.4% 26% 24%
Chippewa, WI 926 1,307 1,460 1,614 35% 22% 2.0%
Clark, WI 476 638 706 778 3.0% 21% 1.9%
Dunn, WI 550 819 920 1,029 41% 24% 2.3%
Eau Claire, WI 1,606 2,263 2,522 2,800 35% 22% 21%
Rusk, WI 210 284 319 354 31% 23% 21%
Taylor, WI 285 400 450 501 34% 24% 22%
Income Total 4,745 6,674 7,473 8,307 35% 23% 21%

Source: Woods and Poole Economics, Washington D.C.

Rochester

On the whole, growth in the Rochester area over the past 10 years has been about
average. Population growth has concentrated in areas, previously undeveloped near the
airport and north of the city. These areas are expected to continue to grown in the future.

Because Rochester Airport is located southwest of the city’s center, growth to the north
could result in greater diversion to MSP. Nevertheless, the outlook for the service area is
still positive as the drive across town is substantially easier than the drive to MSP.
Overall, the population and economy of the service area is expected to grow at a rate
slightly below national averages. However, Olmstead County, the core of the Rochester
service area, has experienced above average growth in the past, and this is expected to
continue into the future. These patterns suggest that travel demand at Rochester will
continue to grow and will keep pace with other areas across the country.
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Table 3-29. Historical and Forecast Economic Trends — Rochester

Historical Forecast  Avg. Annual Growth
Area County 1991 2001 2006 2011 ‘91-‘01 ‘01-‘06 ‘06-‘11
Population (000) Dodge, MN 16 18 19 19 11% 09% 0.9%
Fillmore, MN 21 21 21 21 02% 01% 0.2%
Freeborn, MN 33 33 32 32 -01% -01% -0.1%
Goodhue, MN 41 45 46 48 08% 08% 0.8%
Houston, MN 19 20 20 21 0.7% 06% 0.6%
Howard, 1A 10 10 10 10 01% 03% 0.3%
Mitchell, 1A 11 11 11 10 -0.1% -0.3% -0.3%
Mower, MN 38 39 39 40 03% 03% 0.3%
Olmsted, MN 109 126 135 144 14% 14% 1.3%
Steele, MN 31 34 35 37 09% 08% 0.8%
Wabasha, MN 20 22 23 24 09% 1.0% 0.9%
Winneshiek, 1A 21 21 21 22 01% 01% 0.1%
Winona, MN 48 50 52 53 04% 05% 0.5%
Population Total 417 449 466 483 0.7% 0.7% 0.7%
Employment (000) Dodge, MN 6.2 7.9 8.4 88 25% 11% 1.1%
Fillmore, MN 10.6 124 13.0 134 16% 08% 0.7%
Freeborn, MN 17.3 19.3 19.6 200 11% 0.3% 0.3%
Goodhue, MN 243 30.2 31.8 335 22% 1.0% 1.0%
Houston, MN 7.3 9.6 10.2 10.7 28% 1.3% 1.0%
Howard, 1A 5.5 6.8 7.4 79 21% 16% 1.3%
Mitchell, IA 5.5 6.3 6.5 66 14% 05% 0.5%
Mower, MN 19.0 22.2 23.2 243 16% 09% 0.9%
Olmsted, MN 819 100.7 1074 1145 21% 1.3% 1.3%
Steele, MN 19.6 25.8 26.9 281 28% 09% 0.9%
Wabasha, MN 9.2 12.3 13.0 137 29% 11% 1.1%
Winneshiek, 1A 13.2 16.1 17.4 186 20% 1.6% 1.4%
Winona, MN 27.8 334 34.7 361 1.8% 08% 0.8%
Employment Total 2475 3031 319.6 3363 2.0% 11% 1.0%
Income (millions)  Dodge, MN 303 420 470 521 33% 22% 21%
Fillmore, MN 372 458 496 535 21% 1.6% 1.5%
Freeborn, MN 589 723 770 819 21% 1.3% 1.2%
Goodhue, MN 859 1,185 1,314 1453 33% 21% 2.0%
Houston, MN 352 500 551 604 36% 20% 1.8%
Howard, 1A 169 228 256 284 3.0% 24% 21%
Mitchell, 1A 218 252 269 286 1.4% 1.3% 1.3%
Mower, MN 758 954 1,039 1,131 23% 1.7% 1.7%
Olmsted, MN 2,708 3,854 4325 4841 36% 23% 2.3%
Steele, MN 644 903 995 1,094 34% 20% 1.9%
Wabasha, MN 384 530 588 651 33% 21% 21%
Winneshiek, 1A 374 491 550 609 28% 23% 21%
Winona, MN 890 1,166 1,269 1,380 2.7% 1.7% 1.7%
Income Total 8,619 11,664 12,891 14,208 3.1% 2.0% 2.0%

Source: Woods and Poole Economics, Washington D.C.



St. Cloud

The population and economy of the St. Cloud service area have been the fastest growing
of all of the Tier 2 airports. This trend is expected to continue into the future and should
provide significant support for continued and expanded service at the airport.

Much of the growth in the St. Cloud area has been due to an expansion of the
Minneapolis metro area northwest along the 1-94 and Highway 10 corridors. Although this
pattern puts some of the growth in the area between St. Cloud and MSP, it's likely that,
over time, continued outward expansion of the metro area will tend to put progressively
more passengers within reach of St. Cloud.

Table 3-30. Historical and Forecast Economic Trends — St. Cloud

Historical Forecast Avg. Annual Growth
Area County 1991 2001 2006 2011 ‘91-‘01 ‘01-06 ‘06-‘11
Population (000) Benton, MN 31 35 38 40 12% 15% 1.5%
Douglas, MN 29 33 36 38 13% 1.3% 1.2%
Meeker, MN 21 23 23 24 08% 06% 0.6%
Mille Lacs, MN 19 23 25 27 18% 16% 1.6%
Morrison, MN 30 32 33 34 07% 0.6% 0.6%
Pope, MN 11 11 11 11 04% 02% 0.2%
Sherburne, MN 44 67 75 84 43% 25% 2.3%
Stearns, MN 121 135 143 151 11% 11% 1.1%
Todd, MN 23 24 25 25 05% 03% 0.3%
Population Total 329 383 408 434 1.5% 13% 1.2%
Employment (000) Benton, MN 13.7 19.2 21.0 226 34% 1.8% 1.5%
Douglas, MN 16.6 222 239 256 29% 15% 1.3%
Meeker, MN 10.0 10.9 11.3 116 09% 0.7% 0.6%
Mille Lacs, MN 9.7 13.7 14.9 162 35% 1.8% 1.6%
Morrison, MN 14.2 171 17.8 185 19% 08% 0.8%
Pope, MN 5.1 6.3 6.6 6.8 22% 08% 0.8%
Sherburne, MN 162 270 307 344 53% 26% 23%
Stearns, MN 80.5 101.3 1082 1154 23% 1.3% 1.3%
Todd, MN 10.6 11.6 12.0 123 09% 06% 0.5%
Employment Total 176.6 229.2 246.4 263.5 2.6% 1.5% 1.3%
Income (millions) Benton, MN 523 797 920 1,046 43% 29% 2.6%
Douglas, MN 504 770 876 988 43% 26% 24%
Meeker, MN 383 486 531 576 24% 1.8% 1.7%
Mille Lacs, MN 310 434 503 577 34% 3.0% 2.8%
Morrison, MN 446 607 668 734 31% 1.9% 1.9%
Pope, MN 169 229 250 272 31% 18% 1.7%

Sherburne, MN 813 1,533 1,831 2,146 6.5% 3.6% 3.2%

Stearns, MN 2,201 3,041 3,408 3,805 33% 23% 22%

Todd, MN 340 420 460 499 22% 1.8% 1.7%
Income Total 5,689 8,317 9,447 10,645 3.9% 2.6% 2.4%
Source: Woods and Poole Economics, Washington D.C.
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AIRPORT ROLES
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In January and February of 2002, a series of workshops were conducted at Tier 2
airports. Airport administration, local Chambers of Commerce, airline managers and other
users and promoters of the airport were invited to participate in a structured discussion
about the future roles of each airport. The purposes of the workshops were to:

scan and explore the landscape of possible futures for each airport;

assess the current and future forces that might create opportunities at each airport;
and, to

envision what the future could look like.

Published below are highlights from each workshop. An appendix follows with more
detailed notes.

Duluth Opportunities

The greatest asset of the airport is the airport itself.

o Significant land development opportunities

o Existing military and industrial activities basis for continued growth
o Long-standing land use and leasing challenges present.

o North side development influenced by military activity.

Northwest maintenance facility establishes a critical mass of maintenance activity at

Duluth, setting groundwork for additional maintenance business:

o Fed Ex maintenance

0 A&P educational link for local school

o Cirrus Design support

o NW maintenance facility important/interesting example of MAC participation in
the 2" Tier.

Development of aircraft supply industry

Military opportunities rich

o Excellent air space availability

Existing presence of Minnesota Air National Guard
Site of historical aircraft and restored hangars.
Many special research labs and test facilities
Disadvantage: revenue potential for airport lower

O Oo0Oo0oo

Duluth’s geographic location

o Positions Duluth either as a spoke in a domestic service pattern or potentially a
logistics center for trade with Canada.

o Unknown opportunities as transshipment facility and distribution hub for
Canadian market

Air Service Objectives
o Additional frequency to Chicago
o Common-rated fares or consistent fares with MSP to reduce diversion.



	1,2-Summary Recommendations.pdf
	Summary
	1.1 Overview
	1.2 Findings
	Building Enplanements & Network Access
	Time of Opportunity
	Airports as Economic Engines
	Coordination & Cooperation Needed

	1.3Recommendations
	Individual Airport Initiatives
	Facilities
	Business Plans
	Property Management

	Tier 2 Incubator
	MnDOT and WisDOT Roles
	Legislative Initiatives

	1.4Industry Dynamics
	Revenue pressures continue to exist on many fronts
	Communities and airlines have forged new relationships

	1.5Local Trends
	Conditions favoring the loss of service to Greater Minnesota airports:

	1.6Tier 2 Demand Profile
	1.7Individual Airport Markets
	Duluth
	Rochester
	Eau Claire
	St. Cloud

	1.8Air Service Options
	Improved Network Access
	Shuttle to Chicago’s Midway Airport
	Satellite Airports
	Alternate Airport


	Next Steps
	2.1Introduction
	2.2 Tier 2 Incubator
	2.3Action Plan for 2003-2004
	2.4Role of the Tier 2 Incubator Participants
	State Aeronautics’ Role
	MAC Role
	Tier 2 Airport Roles

	2.5Conclusion



