CHAPTER 5. IMPACT THE CBT MAY HAVE ON SDIA
AND ON T1J PASSENGER GROWTH RATES

5.1. Introduction

The general purpose of this chapter is to determine the impact of the CBT on air
service demand at SDIA and TIJ, along with a general economic impact analysis
of the CBT to the San Diego Region.

The objectives of this chapter are to:

1 Establish the impact of the CBT on the demand of air service at SDIA
and anticipated passenger growth at TIJ.

1 Evaluate whether the CBT may present market openings for presently
un-served or under-served markets.

1 Assess the economic impact of the CBT in the region.

This chapter builds on the work done previously in this project to provide an
estimate of demand for the CBT.

As discussed in a prior chapter, SDIA and TIJ serve different roles in providing

the regionds air service. TlI'J specializes i
proportion of San Diego County travelers to Mexico. SDIA is the sole provider of

air service to the United States among the two airports and attracts both San

Diego County and Tijuana travelers to the U.S.

The complementary roles of the two airports are unique. As illustrated on the
next page, both Guadalajara and Monterrey, which are located in large
metropolitan areas in Mexico, have a mix of service to Mexico and the U.S. Yet,
T1J has air service only to Mexico. As for SDIA, other large U.S. airports have far
more air service to Mexico than does SDIA.
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In summary:

1 Without TIJ, SDIA would have more non-stop service to Mexico.
1 Without SDIA, TIJ would have non-stop service to the U.S.

5.2. Methodology

The IMG Team developed aggregate passenger demand forecasts for TIJ
considering:

9 Passengers currently crossing the border to travel out of TIJ.

1 Passengers from the San Diego Region that currently travel to Mexico
through SDIA and LAX.

1 Passengers that would be attracted to fly out of TIJ due to the ease of use
of a CBT.

The forecasts established the estimated air passenger market size for year 2030
and are the basis for determining the type of services that would be most likely
added to TIJ as demand grows.

Forecast scenarios included:
9 Current use of TIJ by San Diego County Residents.
1 Future use of TIJ by San Diego County Residents.

1 Assessment on the perspective that international service (other than to
U.S.) would be offered from TIJ.

88. Source: OAG February 2008
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Interviews with route planning executives at carriers serving approximately 75%
of the passengers currently using SDIA were carried out to reinforce the
understanding of the future role of TI1J and the CBT.

The forecasts were complemented with a sensitivity analysis of key market
demand triggers to determine the range in the size of the demand resulting from
the CBT activity. Triggers considered included:

1 New TIJ flights to U.S.

1 Increase in use of TIJ for Mexico travel from San Diego County
travelers currently using SDIA as result of CBT convenience.

1 Increase in use of TIJ for Mexico travel from San Diego County
travelers currently using LAX as result of CBT convenience.

M Increase in use of TIJ as result of constraints at SDIA.

Two additional sensitivity scenarios were run considering:

1 A high estimate of incremental market assuming 5.8% natural growth
in demand from San Diego for travel to Mexico.

1 A low estimate of incremental market assuming lower rate (4%) of
natural growth in demand from San Diego for travel to Mexico.

5.3. Air Service in Metropolitan Areas with
Multiple Airports

To provide background and perspective on the potential demand for air service at
a CBT, it is important to understand how air service is distributed in other
metropolitan areas with multiple airports.

In studying other metropolitan areas, three observations apply:

Airlines will seek to serve the region from a single airport to the extent
possible:

1 A single airport offers economies of scale. When air service is offered at a
single airport, the airline is able to concentrate demand, permitting the use
of larger aircraft, more frequencies, and/or service to smaller markets than
may be possible if regional demand is fragmented among multiple
airports. In addition, the fixed costs associated with serving any airport
are minimized, if the airline is able to serve the region from a single
airport.
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1 Service to multiple airports may be forced by competition. Depending on
the level of competition among airlines, once an airline serves more than
one airport within a region, other airlines also may be forced to serve
multiple airports in order to remain competitive.

1 Airlines with the largest number of flights are better able to economically
serve multiple airports in a region. In some cases, an airline will conclude
that it has sufficient scale within a region to justify service to more than
one airport i and that doing so will provide a competitive advantage.

Even when secondary airports are successful, they take decades to
develop:

1 TIJis unique as it is the primary airport for the Tijuana metro area, but a
secondary airport for the San Diego metro area. In all regions of the U.S.,
there is a large disparity in air service between the primary airport in a
region and other airports within the same region. Even when secondary
airports are successful, they take decades to develop.

Airports must be located in reasonable proximity to population centers to
be successful T even in the largest metropolitan areas:

9 Airports must be located in reasonable proximity to population centers to
be successful. But being located close to a major population center is not
sufficient in itself to assure that an airport will attract substantial air
service.

These principles are illustrated further below.

THE DISPARITY BETWEEN PRIMARY AND SECONDARY AIRPORTS

Looking first at the disparity between primary and secondary airports in terms of
enplanements, the three metropolitan areas of Los Angeles, San Francisco and
Boston illustrate that the primary airport in each area attracts far more
passengers than do any of the other airports.

Group, Inc. Cross-Border Terminal - Market Demand Study
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The same conclusion applies when the primary airport in each area is compared
to the other airports in terms of the number of non-stop destinations.

89. Source: Airport reports
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Non-stop Destinations (2007) %

When comparing the primary airport in a region with other airports, the difference
in enplanements and number of non-stop destinations typically far exceeds the
difference in population located near each airport. For example, nearly 10 million
people live within an hour of ONT, compared with 11.6 million living within an
hour of LAX. Yet the number of passengers using LAX is nearly nine times as
many as the number using ONT. The huge advantage of the primary airport in
each region must be taken into account in projecting the demand for newly-
developing or secondary airports within the same metropolitan area.

90 Source: Official Airline Guide, 2007
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LAX and ONT Enplanements (2007) and Population Base **

31.0
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Two other examples of airports that struggle because they are in the shadow of
larger airports are in the Phoenix metropolitan area, which is slightly larger than
the San Diego metropolitan area, and in the St. Louis area.

In the Phoenix metropolitan area are two commercial service airports i Phoenix
Sky Harbor (PHX) with nearly 19 million enplanements and, only 30 miles away
in the rapidly growing area of Mesa, Arizona; Williams Gateway (recently
renamed Phoenix/Mesa Airport, ID locator IWA) with about 50,000
enplanements. Both airports are located within reasonable proximity to a large
number of people i similar to the situation in San Diego County with regard to
SDIA and TIJ. Approximately 3.2 million people live within a 60-minute drive of
PHX compared with 2.2 million people for IWA. Approximately 1.7 million people
live within a 30-minute drive of PHX compared with 600,000 people for IWA.

2007 Population w/i Driving Range

Airport Enplanements 30 Min 60 Min
Phoenix Sky Harbor Int$18.9 1.7 3.2
Williams Gateway 0.05 0.6 2.2

Phoenix Sky Harbor Intd 1 Williams Gateway 30 drive miles

o Source: Airport web sites and Microsoft MapQuest 2006
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Consistent with the observations made previously, despite the reasonable
proximity of both Phoenix area airports to large population centers, the
differences in passengers and air service between the two airports is enormous i
with PHX having more than 300 times as many passengers as IWA. Simply
stated, air service tends to concentrate at the primary airport in a region.

[Copyrit Corp: andior s sipplers:

The St. Louis metropolitan area also has two commercial service airports i St.
Louis International and Mid-America Airport. As with PHX, the two airports i 38
miles apart i are reasonably close to large population centers. Also, as with
PHX, there is an enormous disparity in the air service at the primary airport than

that at the secondary airport.

2007 Population w/i Driving Range

Airport Enplanements 30 Min 60 Min
St. Louis 6.4 1.6 2.5
MidAmerica 0.005 0.2 2.1

St. Louis i MidAmerica 38 drive miles

Infrastructure
‘. Final Report Page 196

Management
.‘ Group, Inc. Cross-Border Terminal - Market Demand Study




Secondary airports, even when successful, take many years to develop

The next important principle that applies to secondary airports in metropolitan
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areas is that even when those airports are ultimately successful, they take many
years to develop. Two examples are provided.

ONT is an example of a successful secondary airport in the Los Angeles
metropolitan area. Yet even in this metropolitan area with the second largest
U.S. population and given the roadway traffic and other congestion issues
associated with LAX, it has taken ONT decades to increase enplanements and
I ts
ONT grew from 900,000 enplanements in 1978 to 3.6 million enplanements in

share

of

t he

r e cptratedhid tbe cipade snthe negt pages .

2007 1 an increase of 2.7 million. During this same period, LAX grew from 15.7

million enplanements to 31 million enplanements i an increase of 15.3 million.
During this nearly 30 year period from 1978 to 2007, ONT passengers as a
percentage of LAX passengers increased from 6% to 12%.

i
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The second example of the long development time for secondary airports is
Washington Dulles International Airport (IAD). Since 1966, attempts have been
made to limit air service at the primary Washington airport i Ronald Reagan
Washington National Airport (DCA) T and to encourage air service at IAD. In
1966, a flight limit of 40 flights/hour was imposed at DCA. Also that year, a
perimeter rule was imposed at DCA, which prohibited non-stop flights in excess
of 1,250 miles. In addition, all international flights were required to use IAD as no
international facilities were provided at DCA. Yet, despite these efforts to
encourage air service at IAD and to discourage the further growth of DCA,
enplanements at DCA continued to climb, reaching five million in year 1969 and
nearly eight million enplanements by year 1979. In 1980, the number of flights
per hour permitted at DCA was reduced further, and a passenger ceiling was
imposed.

During this period, IAD enplanements grew slowly, from 1.1 million in 1969 to
only 1.8 million in 1984. Finally in 19851 19 years after flight limits and a
perimeter rule were imposed at DCA 1 United Airlines established a hub at IAD
and enplanements sharply increased. The long time period required for IAD to
build up air service despite multiple forces supporting that effort again shows the
likelihood that air service will develop slowly at secondary airports in large
metropolitan areas.

92
Source: Airport web sites and Microsoft MapQuest 2006
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5.4. Passenger Decisions Regarding Which
Airport to Use

As noted previously, in many cases, the service offered at different airports within
the same metropolitan area will not be comparable. However, when multiple
airports within the same region have attractive air service i as measured by
reasonable air fares, the number of non-stop markets served, the number of
flights in individual markets and service by preferred air carriers, as well as with
accepted aircraft i passengers will prefer the airport that is most convenient.
Convenience is usually determined by which airport is closest in terms of the time
it takes to drive there.

There are several ways to | ook at the issue
map on the next page shows, the fAline of ind
CBT for San Diego County residents. In other words, San Diego County

residents who live north of the line are able to drive to SDIA more quickly than to

the CBT, while residents who live south of the line are able to drive to the CBT

% Source: FAA reported data
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more quickly. The shaded green area north and south of the line reflects the fact
that during rush hour, the line moves depending on which direction the traveler is
driving. Along the green line i the line of indifference T travelers are indifferent
as to which airport location they drive to i as driving to either location takes the
same amount of time.

Line of Indifference to/from SDIgﬁ\ and CBT
k

.........

e

------------ - . :
U e 4 TP |

..................

........

Tljuana MExico

When the line of indifference is in the southern part of San Diego County, a
majority of San Diego County residents are located closer to SDIA. In fact, in
year 2000, 86.7% of San Diego County population lived closer to SDIA than to
the CBT. By 2030, that percentage decreases to 82.0% as the southern part of
the County grows more rapidly than the northern part.

o4 Source: Ricondo & Associates analysis of SANDAG TAZ data

Group, Inc. Cross-Border Terminal - Market Demand Study

‘ Infrastructure bage 2
.. Management Final Report age 200




CHAPTER 5. IMPACT THE CBT MAY HAVE ON
SDIA AND ON T1J PASSENGER GROWTH RATES

2000 2030 2000-2030
From From
Location To Airpor Airport  Average To Airpor Airport  Average Change
Percent Population Closer To:
SDIA 84.4% 89.1% 86.7% 79.1% 84.9% 82.0% -4.7%
Tijuana Cross Border 156% 10.9% 13.3% 209% 15.1% 18.0% 4.7%
Population Closer To:
SDIA 2,373,3372,505,8072,439,572 3,049,2943,271,1483,160,221 720,64
Tijuana Cross Border 439,357 306,887 373,122 803,375 581,520 692,447 319,32

* ATo Airporto measur es t he ogeetothesamporoag dgeterominedpopul at i on
during the morning peak when driving to the airport,;
population that is closer to the airport when driving from the airport.

The above analysis® is based on the assumption that the time required to cross
the border is zero. To the extent that additional time is required to cross the
border to reach the CBT, the percentage of San Diego County population located
closer to the CBT drops rapidly. For example, if it takes 15 minutes to cross the
border, then the percentage of San Diego County population who are closer to
the CBT drops from 18.0% in 2030 to 7.6%. A thirty-minute border-crossing
means that only 0.7% of San Diego County residents would be able to reach the
CBT in less time than it would take them to drive to SDIA.

2000 2030
Location Average Average
Percent Population Closer To:
Tijuana Cross Border 13.3% 18.0%
Tijuana Cross Border + 15 min 1.9% 7.6%
Tijuana Cross Border + 30 min 0.0% 0.7%

Another way to look at the convenience of the location of both SDIA and the CBT
is to estimate the number of San Diego County residents who are located within

% Source: Ricondo & Associates analysis of SANDAG TAZ data
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a specified drive time of either location. In other words, knowing which airport is
closer may not be the deciding factor so long as both airports are reasonably
close.

Shown below are the geographic areas that are within a 45-minute drive of both
locations. Also listed are the number of residents and the number of employees
who are within a 45-minute drive of each location as of 2000 and as projected in
2030. Using a 45-minute driving time threshold, both locations capture a majority
of San Diego County residents and employees in 2000 and 2030 i assuming no
additional time is required for the border-crossing.

San Diego International Airport
45 Minute Travel Time - 2030%

96
Source: Ricondo & Associates analysis of SANDAG TAZ data
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