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What'’s Driving Costs Per Enplaned Passenger?

By Sasha M. Page

Airports today are obsessed with the c-
word: costs. Understandably spurred by
their airline partners, which are seeking
every means possible to shed costs, many
airports are considering extreme meas-
ures to keep overall costs low in face of
higher security costs and stagnant pas-
senger loads. This includes rero-based
budgeting, across-the-board cuts, and, in
some cases, staff layoffs.

This Measure of the Month hopes to
clarify what is driving airport costs, partic-
ularly costs borne by the airlines. In as
much as airports are competing for airfine
service, understanding costs and compar-
ing them among airports has become
more relevant than in the past, when
many ainport executives feit other market
factors trumped airport costs in impor-
tance. Many are still skeptical that costs
per enplaned passenger (CPEP}— defined
as all landing fees, airside usage charges,
fuel flowage fees, terminal rents and
other airline payments to airports divid-
ed by enplaned passengers—truly influ-
ences airline service decisions, since air-
lines' internal costs and non-monetary
costs such as airspace congestion are
often more important factors in airport
selection. Regardless of their true impor-
tance to airlines, cost is a dominant issue
in today’s airport management discourse,

This article focuses on CPEP, which
allows for a more comprehensive com-
parison of airline-related costs than sim-
ply comparing landing fees or square
foot rental charges. Passenger facility
charges (PFCs), another per enplaned
passenger cost that passengers must
bear, are not included in this CPEP defini-
tion. Also, individual airlines’ total CPEP
may differ by airport, depending in part
on whether they have special facility leas-
es or if airport charges vary by signato-
ry/non-signatory carrier designations.

The data is based on the 2002-2003 AAAE
Rates end Charges Survey, meaning that the
information is from 2001 or 2002,
depending on the airport’s reporting

year. Although much has changed in avia-
tion in the last year, the data sample was
fairly large with 28 large hubs (LH), 20
medium hubs (MH], and 50 small hubs
{SH], s0 comparisons should still be valid.

The median CPEP for all airports in the
survey is between 55 and $6, with large
hubs having slightly higher costs than
small and medium hubs, as shown in
Figure 1 (Fig. 1), Except for large hubs, the
average CPEP is similar to the madian.
Maost airports’ CPEPs are close to the aver-
age, except again for large hubs, which
tend to vary more widely.

Fig. 2 illuminates CPEP variance among
large hubs with significant connecting
traffic (known as an airline hub, not to be
confused with the FAA definition of hub,
which is based on enplanements). Many
of these airports have CPEPs a dollar
below or above the large hub median
CPEP of 55.91. Some, like Atlanta and
Cincinnati, are well below the median and
others, such as Chicago O'Hare and
Denver, are well above, and Chicago's is
likely to go higher after its multi-billion
dollar expansion costs are passed
through to the airlines. Denver's is espe-
cially high now since it is driven by
approximately 54 billion of outstanding
debt to pay for the new airport, a factor
that appears to be the primary driver of
CPEP for many airports, as discussed
below. It should be some comfort to
Pittsburgh—which is negotiating with US

FIG. 2: LH CONMECTING AIRPORTS:
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Afrways—that its costs are not signifi-
cantly above the median, although any
major reduction in connecting passen-
gers could change this quickly.

Looking at the airports with the lowest
CPEPs, all regions of the country are rep-
resented. Fig. 3 shows the five lowest
CPEPs among each airport size classifica-
tion, with most of these airports’ CPEPs
below 54. Atlanta stands out at 51.93,
lower than many small and medium hubs.
In fact, Atlanta is typical of low-cost air-
ports: an established facility that has
carefully limited capital expenditures
even as traffic has grown.
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