














FAA AVIATION FORECASTS


FISCAL YEARS 1997-2008�PRIVATE ��








EXECUTIVE SUMMARY

















�
THREE IN A ROW, 


�
AND COUNTING...





The commercial aviation industry recorded its third consecutive year of strong growth in fiscal year (FY) 1996.  (All stated years for U.S. economic, traffic, and financial data are in fiscal years; all international economic, traffic, and financial data are in calendar years [CY], unless otherwise noted.)  Growth in both domestic and international markets continue to be driven, in large part, by the continued expansion in the U.S. and world economies. However, growth in the domestic sector was also impacted positively by a lapse in the 10 per�cent U.S. ticket tax for eight months of 1996 (January 1 through August 27).  





The U.S. economic expansion has recorded 22 consecutive quarters of growth, making it the third longest post-World War II expansion. Real growth in gross domestic product (GDP) (as measured in chain weighted 1992$) has averaged 2.5 percent annually since the 1990-91 recession.  Over the past 3 years, real GDP has averaged 2.6 percent--up 3.2 per�cent in 1994, 2.6 per�cent in 1995, and slowing to 2.0 per�cent in 1996.





Globally, economic gains have averaged less than half that of the United States, increasing at an annual rate of only 1.3 percent during the 1990s.  How�ever, world GDP grew by 2.1 per�cent in 1995, and it is estimated that world economic activity will increase by 2.6 percent in 1996. 





With the exception of the former Soviet Union (real GDP down 2.6 percent in 1996), most countries experienced moderate to strong economic activity in 1996. The fastest expanding world economies continue to be China (GDP up 9.5 percent) and the Pacific Basin countries (GDP up 6.8 per�cent). Recovery also appears to be well underway for two of last year’s weakest economic performers--Mexico (GDP up 4.2 percent compared a decline of 6.2 per�cent in 1995) and Japan (up 3.8 percent compared to only 0.8 percent growth in 1995).  Eastern Europe continued its economic turnaround (GDP up 4.6 percent), recording its third consecutive year of strong growth.  The economies of Canada and Western Europe both slowed during 1996, with real GDP growing by only 1.4 and 1.6 percent, respectively.





The expanding U.S. and world economies have had a major impact on the demand for aviation services.  U.S. commercial air carrier passenger enplanements, which had averaged less than 1.0 percent growth between 1993 and 1990, grew at an annual rate of 6.2 percent over the last 3 years.  U.S. commercial air carrier revenue passenger miles (RPMs) grew at an annual rate of 5.6 percent over the last 3 years.


Worldwide traffic demand also exper�ienced relatively strong growth over the last 3 years. During the past 33 months (reported traffic through September  1996), the combined traffic of the U.S. majors and the carriers who make up the Association of European Airlines (AEA) and the Orient Airline Association (OAA) grew at an annual rate of nearly 8.6 per�cent.  During this same 33-month period, the AEA member airlines’ traffic increased at an average annual rate of 8.2  per�cent, while the OAA carriers’ traffic averaged nearly 11.3 per�cent annually. The two Canadian flag airlines (Air Canada and Canadian) also experienced strong traffic gains during this period, with traffic growth averaging almost 9.4 percent annually.  While U.S. airlines continue to report strong growth in traffic between the United States and Latin American destinations (up 8.6 per�cent annually since 1993), traffic for the three Latin American airlines (Aeromexico, Transbrazil, and Varig) for which reported data is available, continues to be disappointing.  Since 1993, traffic growth for these three carriers has averaged only 1.5 percent annually.





The financial performance of commercial airlines has also shown considerable improvement over the last 3 years.  Between 1990 and 1993, U.S. commercial airlines' cumulative operating losses totaled nearly $5 billion while its net losses totaled over $11 billion.  However, over the last 3 years, the industry has reported cumulative operating profits of $13.8 billion and net profits of over $5.1 billion.  In 1996, U.S. carriers reported operating profits of almost $6 billion and net profits of $2.7 billion, both records for a single year’s financial performance. 





Based on data compiled by the International Civil Aviation Organization (ICAO), world air carriers (including U.S. airlines) reported cumulative operating losses of $3.8 billion and net losses of $15.9 billion during the 3-year period between 1990 and 1992.  However, over the next 3 years, world airlines reported cumulative operating profits totaling almost $25  billion, $14 billion in 1995 alone.  There has also been some improvement in the world carriers’ net position.  Between 1990 and 1994, world air carriers reported cumulative net losses totaling over $20 billion.  However, based on preliminary ICAO estimates, 1995 net profits could total $4.5 billion.  Although financial data for the current year is incomplete, industry sources estimate that world carriers’ operating and net profits could approach $17 billion and $5.5 billion, respectively, in 1996.   





Despite a brief slowdown in 1995 (no growth in enplanements), the regional/commuter airline industry continues to be the fastest growing sector of the commercial aviation industry. Over the past 3 years, regional/commuter enplanements and RPMs grew at average annual rates of 7.2 and 11.2 percent, respectively. During the 1990s, regional/commuter passenger enplanements increased at a rate more than triple that of the larger jet carriers--up 79.1 percent compared to only 26.0 percent for the larger air carriers. More impressive, however, is the smaller carriers’ growth in RPMs.  During the same 7-year period, RPMs more than doubled, up 118.6 percent compared to 27.5 percent for the larger carriers.





The stronger growth in regional/commuter RPMs relative to enplanements reflects the increased trip length of the routes served by the smaller regional/commuter carriers.  Since 1990, the average passenger trip length of the regionals/commuters has increased by almost 44 miles, from 179.6 miles in 1990 to 223.4 miles in 1996.  The increase in the average passenger trip length is largely the result of two factors: (1) the transfer of large numbers of low-density, short-haul jet routes by the larger air carriers to its smaller code-sharing partners; and (2) the recent purchase and introduction of growing numbers of larger high-speed turboprop and regional jet aircraft which are being utilized to serve an expanded market area. 





The general aviation industry continues to exhibit the  “new spirit” of optimism that was created by the passage of the General Aviation Revitalization Act in 1994.  General aviation manufacturers are creating new jobs by reopening old product lines and/or establishing new product lines.  In addition, manufacturers have once again begun to invest in research and development.  The industry has also launched a number of industry-wide efforts whose main goal is to attract new pilots.  That these efforts are having a positive impact is borne out by largely positive industry statistics.  Unit ship�ments of general aviation aircraft are heading toward a second consecutive year of increases in 1996.  In addition, the latest FAA General Aviation/Air Taxi Activity and Avionics Survey (GA Survey) also shows increases in both the number of active aircraft and hours flown.  











REVIEW OF 1996








COMMERCIAL AVIATION








In 1996, the large U.S. air carriers increased their system capacity (available seat miles) by only 2.9 percent, while passenger demand (revenue passenger miles) increased by 6.1 per�cent.  As a result, system-wide load factors (both domestic and international service) increased from 66.8 percent in 1995 to 68.8 percent in 1996--an all-time high.  This marks the third consecutive year in which the industry has established a new record for passenger load factor. 





Domestic capacity and traffic were up 3.1 and 6.6 percent, respectively, in 1996.  As a result of the significantly slower grow in capacity during 1996, domestic carriers also established an all-time high load factor of 67.5 percent, eclipsing the previous high of 65.2 percent recorded in 1995.





As in 1995, much of the increase during  the past year was the result of considerably stronger growth among the smaller nationals and regionals.  During 1996, the majors traffic grew by 5.0 percent while the nationals/ regionals traffic increased 24.0 percent.  During this same period, the majors capacity increased by only 2.4 percent compared to a 26.7 percent increase by the nationals/regionals.





There are, however, signs that the pendulum may be swinging back in favor of the larger majors. The unfortunate Valujet accident in May 1996 and subsequent grounding of the carrier, in combination with the financial problems of several other new entrants, appears to have slowed the growth of the low-cost, low-fare startup carriers.  Over the last 5 months of the fiscal year (May to September), the majors’ traffic increased at a rate of 8.1 percent compared to 7.2 percent for the smaller nationals/regionals  In addition, these problems appear to have touched off a number of counterattacks and renewed competitive actions by the majors in an effort to regain lost market share..





In 1996, it is estimated that U.S. and foreign flag carriers transported a total of 94.8 million passengers between the United States and the rest of the world, an increase of 5.5 percent over 1995.  This includes 38.5 million passengers (up 4.1 percent) between the United States and Atlantic destinations, 33.9 million (up 5.6 percent) between the United States and Latin American destinations, and 22.4 million (up 7.7 percent) between the United States and Pacific/Far East destinations. 





International enplanements on U.S. flag carriers grew by 3.6 percent in 1996.  The slower growth by U.S. air carriers relative to total international traffic is largely due to a second consecutive year of declining passenger traffic (down 2.9 percent in 1996) on the Atlantic routes.  U.S. air carrier passenger enplanements to the other two world travel areas were up 6.8 percent in 1996--up 6.7 percent to Pacific/ Far East destinations and 6.9 percent to Latin American destinations.





Strong traffic growth in 1996, combined with a continuation of the industry's restructuring/cost cutting programs, resulted in all-time record profits in 1996--a $6.0 billion operating profit and a $2.7 net profit.  Similar or higher profits will be required over the next several years for the industry to finance replacement and new aircraft needed to accommodate future growth, and meet the federally mandated noise regulations.  





Despite the significant gains reported in both industry traffic and profits over the last several years, considerable disparity continues to exist among the individual carriers.  In 1996, all 12 U.S. majors (carriers with revenues exceeding $1 billion) reported positive earnings on their income statements, including operating profits of $5.6 billion and net profits of $2.6 billion.  Operating profits for the majors ranged from a high of $1.1 billion (Northwest and United) to a low of $29.2 million (United Parcel) with five carriers accounting for more than three-quarters of the group’s total earnings.  However, several financial analysts continue to express concern regarding the continued financial viability of at least two of the majors. 





While the smaller nationals (operating revenues between $100 million and $1 billion) and regionals (operating revenues less than $100 million) were able to outperform the larger majors in terms of traffic generation in 1996, smaller size was not, in itself, a guarantee of profitability.  The combined operating profit of the 43 reporting smaller carriers totaled only $387.8 million in 1996, with 19 carriers reporting losses ranging from just over $1.3 million to $25.3 million.  





New commercial aircraft orders totaled 1,048 (up 91.6 percent) in 1996, the third largest year in history.  However, the 1996 total does not include the recently announced orders by American (103 orders and 527 options) and USAir (120 orders, 120 subject to recon�firmation, and 160 options) which occurred during the last quarter of calendar year 1996. Much of the increase in aircraft orders is due to the industry’s vastly improved financial position.





On the other hand, deliveries of new aircraft totaled only 457 in  1996, a decline of 6.2 percent. The decline in new aircraft deliveries reflects, to a large extent, the industry’s dismal financial performance during the early 1990s.  This led to the implementation of numerous route rationalization and cost-cutting programs and very few orders for new aircraft.   





Although the demand for narrowbody aircraft continues to outpace the demand for widebody aircraft--64.5 percent of total orders and 64.3 percent of total deliveries in 1996--this segment of the aircraft market has been heavily impacted by the industry’s restructuring programs.  Only 294 narrowbody aircraft were delivered in 1996, 9.5 percent fewer than delivered in 1995 and 52.1 percent fewer than delivered in 1992.  However, the market for narrowbody aircraft, in particular, and all aircraft, in general, appears to have turned around in 1995 and 1996.  There were 675 orders for narrowbody aircraft in 1996, a 71.6 percent increase over 1995 and more than triple depressed 1994 levels.  There were also 372 orders for widebody aircraft in 1996, an increase of 143.1 percent.  





The regional/commuter airline industry appears to have overcome the unfortunate events that plagued it for much of 1995.  During 1996, regional/commuter RPMs and enplanements grew by 12.1 and 8.1 percent, respectively. Regionals/commuters, like the larger air carriers, also benefited positively from the lapse of the 10 percent ticket tax during 8 months of 1996.








GENERAL AVIATION








As stated earlier, statistical measures for general aviation were generally positive in 1996.  For the 12-month period ending September 30, 1996, general aviation aircraft manufacturers shipped a total of 1,093 aircraft, a 9.4 percent increase over shipments for the same 1995 period.  More important, however, is the fact that the renewed interest shown in piston-powered aircraft in 1995 continued for a second consecutive year.  Shipments of piston-powered aircraft totaled 577 in 1996, an increase of 4.3 percent.  Also in 1996, the industry shipped a total of 285 turboprops (up 21.8 percent) and 231 turbojets (down 4.1 percent).





Billings for general aviation aircraft declined 9.4 per�cent in 1996, this following 3 consecutive years of increased sales. The decline in billings reflects a change in the mix of aircraft shipments--increasing numbers of generally lower-priced piston-powered aircraft and declining numbers of generally higher-priced turbojets 





Based on the results of the 1995 GA Survey, the active general aviation aircraft fleet increased for the first time since 1992.  In addition, the number of hours flown by general aviation aircraft recorded its first increase since 1989.  According to the survey, the active general aviation fleet totaled 181,341 on January 1, 1996, an increase of 6.3 percent over the 1994 estimate.  These aircraft flew an estimated 25.5 million hours in CY 1995, an increase of 6.7 percent.





Despite a decline of 2.3 percent in the total number of active pilots (639,200) in 1996, there were some positive statistics with regard to the pilot population.  First and foremost, the number of student pilots (101,300) increased 5.0 percent in 1996, the first recorded increase in this category since 1990.  Student pilots are one of the key factors impacting the future direction of the general aviation industry.  The increase that occurred in 1996 is certainly a good omen for the industry, showing that its industry-wide programs to attract new pilots is beginning to show positive results.





Increases were also registered in the air transport (123,900, up 5.5 percent) and glider pilot categories (11,200, up 31.7 percent) in 1996.  However, the other pilot classifications did not fare as well.  The number of private pilots (261,400) declined 8.0 percent, the number of commercial pilots (134,000), declined 3.4 percent, and the number of helicopter pilots (7,200) declined 17.2 percent.





The number of instrument rated pilots (298,800, down 1.2 percent) declined for a fourth consecutive year in 1996.  However, the percentage of total active pilots holding instrument rated certificates was up for the seventh year in a row,  reaching an all-time high of 46.7 percent in 1996. 





During 1996, the number of general aviation aircraft handled at FAA en route centers increased for a fifth consecutive year.  Although the increase in 1996 was relatively small (0.5 percent), this sustained positive trend appears to indicate that the long awaited turnaround in business corporate flying is underway.








FAA WORKLOAD








Unusually harsh winter storms resulted in the disruption and/or shut-down of operations at numerous airports during several months of FY 1996, thus negatively impacting activity counts at FAA air traffic facilities.  During the months of December and January, activity at combined FAA and contract towers declined 3.5 percent while activity at en route centers was down 1.9 percent.  It is estimated that these winter storms could have reduced 1996 activity counts by as much as 0.5 percent.


FAA and Contract Towers








The combined activity at both FAA and contract towered airports totaled 61.8 million in 1996, a decline of 0.9 percent from 1995 combined operation counts.  The decline in the combined tower counts was largely due to declines in both general aviation and military activity, down 1.9 and 2.4 percent, respectively. Commercial activity (the sum of air carrier and commuter/air taxi--24.0 million) at combined tower facilities was up 0.6 percent in 1996. 





Operations at FAA air traffic control towers totaled 54.4 million in 1996, a decline of 6.2 percent from 1995 activity levels.  Most of the decline in activity at FAA towered airports is due to the conversion of 34 airports to contract tower status during the year.  In fact, over the past 2 years, a total of 96 airports have been converted to contract towers.  The num�ber of FAA towered airports declined from 402 in 1994 to 315 as of September 30, 1996.  The number of contract towers totaled 128 as of the same date.





Instrument operations at the combined FAA and contract towers (46.8 million) declined 1.2 percent in 1996.  Commercial instrument operations (25.6 million) remained unchanged from 1995, while noncommercial activity (21.2 million) declined 2.6 percent.  Instrument operations at FAA towered airports (46.2 million) also declined during 1996, down 1.7 percent.  However, these activity counts were also distorted by the conversion of FAA towers to contract tower status, although not to the same extent as were total operations at FAA towered airports.  In 1996, less than 1.0 percent of all instrument operations occurred at contract towers.  During this same period, contract towers accounted for nearly 12.0 percent of all activity at the 443 FAA and contract towers.








Centers








The number of Instrument Flight Rule (IFR) aircraft handled at FAA’s air route traffic control centers (40.3 million) increased 0.7 per�cent in 1996, largely the result of a 9.6 percent decline in military activity.  On the other hand, the number of commercial aircraft handled was up 2.4 percent.  The number of general aviation aircraft handled also increased slightly in 1996.








SUMMARY








In summary, the impact of moderate to strong U.S. economic growth, in combination with the lapse in the 10 percent ticket tax for much of the year, resulted in relatively strong demand for commercial air services during 1996.  A continuation of the industry’s restructuring and cost-cutting measures led to significant improvements in the financial viability of the U.S. commercial aviation industry.


The results for the general aviation sector, although mixed, appear to reflect growing optimism within the general aviation community.  Now into its third year since the passage of the General Aviation Revitalization Act, it appears that the industry has begun to move forward in revitalizing the market for general aviation products and services.











ECONOMIC


FORECASTS








Gauging the timing, strength, and duration of the U.S. and world economic recovery continues to be a source of consternation for many economists and economic forecasting services. This task has been made even more difficult by the adoption by the Bureau of Economic Analysis of modified methods for estimating GDP--the chain-link weighting.  Because of these changes, the reader is cautioned against comparing GDP growth rates presented in this year’s forecast document with those presented in earlier years.  A detailed discussion of the new chain weighted GDP is presented in FAA Aviation Forecasts Fiscal Years 1997-2008 (Chapter II). 





While there is generally widespread agreement among forecasters as to the general direction of the U.S. economy, there are small differences with regard to rates of growth between the forecasting services used by the FAA (DRI/McGraw-Hill and The WEFA Group) and the economic projections supplied by the Executive Office of the President, Office of Management and Budget (OMB).  In general, OMB is somewhat more optimistic than are the two forecasting services (2.3 compared to 2.2 percent annual growth between 1996 and 2007).





The economic forecasts used to develop this year’s FAA aviation forecasts anticipate moderate growth throughout the forecast period.  In the short-term, U.S. economic activity is projected to increase by 2.4 percent in 1997, then slow to 2.0 percent growth in 1998 and 2.1 percent growth in 1999.  Growth is expected to accelerate slightly over the remaining years of the forecast period, with GDP increasing at an average annual growth rate of 2.3 percent over the entire 12-year forecast period. 





Worldwide economic growth is expected to greatly exceed that of the United States, increasing at an annual rate of 3.4 percent over the 12-year forecast period.  Economic growth is forecast to be greatest in the Far East/Pacific Rim and Latin America, expanding at annual rates of 4.7 percent. Economic growth in Europe/Africa/Middle East countries is ex�pected to average 2.7 percent over the forecast period.





Despite projections that show moderate to strong economic growth in Japan (up 2.6 percent in 1997), Mexico (up 3.8 percent), Eastern Europe (up 3.9 percent), and the former Soviet Union (up 5.7 percent), short-term economic and political uncertainties continue to cloud the economic outlook in these countries and could slow future aviation demand in these travel areas. 


U.S. inflation (as measured by the consumer price index) is projected to remain in the mod�erate range throughout the 12-year forecast period, increasing at an average annual rate of 2.8 percent. Oil prices (as measured by the oil and gas deflator) are expected to increase by 3.1 percent in 1997, then decline by 5.9 percent in 1998 as Iraq increases its oil production and reenters the world oil market.  Iraq’s reentry and other oil producing  nations’ counteractions are expected to result in an oversupply of oil in 1998, thus driving down oil prices.  However, oil prices are projected to increase at an average annual rate of 2.6 percent over the remainder of the forecast period, averaging 2.0 percent annually over the entire 12-year forecast period. In real dollars, fuel prices are forecast to decline by 0.8  percent annually.  The forecast assumes no major disruptions in the price or availability of oil.





The projected growth of aviation demand discussed in subsequent chapters of this document is consistent with these national short- and long-term economic growth forecasts. Table I-1 summarizes the key economic assumptions used in developing the aviation demand forecasts.  The economic forecasts are discussed in detail in FAA Aviation Forecasts Fiscal Years 1997-2008 (Chapter II) and are presented in tabular form in Tables 1 through 5.





It should be noted, however, that in any given year there is likely to be some perturbation around the long-term trend.  None of the current econometric models is sufficiently precise to predict interim business cycles.  In addition, unanticipated developments, such as the 1990 Iraqi invasion of Kuwait and subsequent Gulf War and run-up in oil prices, cannot be predicted at all.











AVIATION ACTIVITY


FORECASTS








The FAA large commercial air carrier traffic and activity forecasts are summarized in Table I-2. Year-to-year historical and forecast data can be found in Tables 6 through 18





The regional/commuter and general aviation traffic and activity forecasts are summarized in Tables I-3.  Year-to-year regional/commuter historical and forecast data can be found in Tables 19 through 21; general aviation in Tables 22 through 26.








COMMERCIAL AVIATION








Although the current ticket expired on December 31, 1996, the consensus opinion is that the ticket tax will be reinstated at some point during fiscal year 1997.  It should be noted, however, that the current air carrier and regional/commuter forecasts assume that the 10 percent ticket tax--or a like amount of user fees which are passed on to the passenger--will remain in effect throughout the entire 12-year forecast period.


Air Carriers








Domestic air carrier revenue passenger miles and passenger enplanements are forecast to increase at an annual rate of 4.2 and 3.9 per�cent, respectively, between 1997 and 2008. The forecast assumes relatively strong growth in 1997 with RPMs growing by 5.0 percent and enplanements increasing by 4.3 percent. Demand is expected to slow somewhat in 1998, with RPMs and enplanements increasing by 4.5 and 4.2 percent, respectively.  While growth in these 2 years largely reflects the movement of the U.S. economy, traffic growth is also driven by the continued decline in domestic real yields, down 2.7  percent in 1997 and 2.5 percent in 1998.





These relatively large declines in real yield are based on the assumption that fares will remain constant in both 1997 and 1998.  It is expected that domestic carriers will hold the line on fare increases in 1997 so as to negate the impact of the reinstatement of the 10 percent ticket tax on August 27, 1996.  In addition, fare activity in 1997 and 1998 also reflects renewed competitive actions (both service and price) by the larger majors to counter the gains made by the low-cost, low-fare entrants.





Beginning in 1999, domestic yields are expected to increase by approximately 2.0 percent annually over the remaining 10 years of the forecast period.  Over the entire 12-year forecast period, yields are projected to increase at an annual rate of 1.7 percent, with real yields declining at an average annual rate of 1.1 per�cent.  The decline in real yields reflects the expected continuation of strong competitive forces (both domestically and internationally) throughout the forecast period.  In addition, carriers are expected to continue to expand on current restructuring and cost-cutting efforts. While increased com�petition exerts downward pressure on fare levels, the restructuring and cost cutting efforts allow the carriers to remain competitive without weakening the bottom line.





New to this year’s forecast document are forecasts of total passenger traffic (U.S. and foreign flag carriers) between the United States and three world travel areas (Atlantic, Latin America, and the Pacific).  Based on passenger statistics obtained from the United States Immigration and Naturalization Service (INS) and economic data (history and forecasts) provided by The WEFA Group, total passenger traffic between the United States and the rest of the world is projected to grow from 94.8 million in 1996 to 183.6 million in 2008, an average annual growth rate of 5.7 percent. Passenger traffic is expected to grow by an average 6.3 percent annually in the Pacific markets, 6.2 per�cent annually in the Latin American markets, and 4.7 percent annually in the Atlantic markets.  A more detailed discussion of these forecasts can be found in FAA Aviation Forecasts Fiscal Years 1997-2008 (Chapter III).  The forecasts are presented in tabular form in Table 10.





U.S. carrier international air carrier RPMs and passenger enplanements are both forecast to increase at annual rates of 5.8 per�cent over the 12-year forecast period. This stronger growth in international travel relative to that in domestic markets is, to a large extent, being driven by the strong demand projected in Pacific/Far East and Latin American markets--passenger enplanements up 6.5 and 6.3 percent, respectively.  U.S. passenger enplanements in the Atlantic markets are projected to grow by 4.1 percent. 





The U.S. air carrier fleet is projected to grow from 4,775 aircraft in 1996 to 7,226 in 2008, an increase of over 200 aircraft or 3.5 percent annually.  In 2008, 17.9 percent of the fleet are projected to be widebody aircraft (1,295), up from 16.4 percent in 1996.  The forecast assumes that U.S. air carriers will convert to an all stage-3 fleet (including retrofitted stage-2 aircraft) by the year 2000.





Air carrier aircraft operations are forecast to increase at an annual rate of 2.5 percent during the 12-year forecast period.  The slower growth in activity at FAA air traffic facilities relative to expected traffic increases (domestic RPMs up 4.2 per�cent) reflects the efficiencies which result from the assumed increases in both the average aircraft size (up 23 seats) and the passenger trip length (up 27 miles).  Only minimal efficiency gains are expected to be achieved from increased domestic passenger load factors.  The current forecast assumes that load factors will remain fairly constant at the current historically high levels (68.0 percent) throughout the forecast period.








Regionals/Commuters








In 1996, the regional/commuter airlines enplaned 57.5 million passengers, 10.3 percent of all passenger traffic in scheduled domestic air service.  By the year 2008, these carriers are expected to carry 106.9 million passengers (5.3 percent annual growth) and to account for 11.9 percent of all domestic passenger enplanements.





Regional/commuter airlines RPMs are expected to increase by 7.0 percent annually over the fore�cast period, growing from 12.8 billion in 1996 to 29.0 billion in 2008.  The higher growth for passenger miles relative to enplanements is the result of expected large increases in the average trip length for regional/commuter passengers (up 48 miles). This is due, in large part, to the continued integration of large numbers of high-speed turboprops and regional jets into the regional/commuter fleets.  These aircraft, with ranges of up to 1,000 miles, are expected to open up new opportunities for growth in nontraditional regional/commuter markets.





The regional/commuter fleet is projected to increase from 2,090 aircraft in 1996 to 2,909 in 2008, an annual increase of almost 70 aircraft or 2.8 percent annually.  Most of the growth in the regional fleet occurs in the larger aircraft categories.  In 2008, 68.0 percent of the fleet is forecast to have seating capacity of 20 or more seats, up from 41.8 percent in 1996.





The move to greater use of small regional jets and larger, propeller-driven aircraft results in the average seating capacity of the regional fleet increasing from 30.5 seats in 1996 to 38.1 seats in 2008.   The move to regional jets also results in the higher load factors over the forecast period, increasing from 52.1 percent in 1996 to 56.6 percent in 2008. 





GENERAL AVIATION








The current forecast assumes increased business use of general aviation aircraft.  This is largely reflected in the changing character of the general aviation fleet.  The more expensive and sophis�ticated turbine-powered fixed wing fleet is expected to grow somewhat faster than the piston aircraft categories.  There were an esti�mated 9,107 turbine-powered aircraft in the fixed wing fleet in 1996 (all years for general aviation fleet are as of January  1)--5.9 percent of the total fixed wing fleet (154,562).  By 2008, it is projected that there will be 10,600 turbine-powered aircraft--6.3 percent of the total fixed wing fleet (167,500).  Similarly, there were 3,643 turbine-powered rotorcraft in 1996--71.2 percent of the total helicopter fleet. Although the turbine-powered rotorcraft fleet is projected to remain constant through 2008, its share of the total rotorcraft fleet is projected to increase to 75.0 percent.





The general aviation piston fleet (145,454) is projected to increase only marginally in 1997, then grow by almost 1,000 aircraft annually over the remaining 11 years of the forecast period, totaling 156,900 aircraft in 2008.  The number of single engine piston aircraft is expected to increase from 128,804 in 1996 to 139,500 in 1998, while the multi-engine piston aircraft fleet is projected to total 17,500 in 2008, up from 16,594 in 1996.











FAA WORKLOAD


FORECASTS








The FAA forecasting process is a continuous one that requires the FAA's Statistics and Forecast Branch to interact with various FAA offices and services, other Government agen�cies (U.S. and foreign), and aviation industry groups, including discussions with commercial airlines and aircraft/engine manufacturers.  In addition, the process uses a number of different economic and aviation data bases, the outputs of several econometric models and equations, and several other analytical techniques. The resultant FAA work�load measures are used by the agency for manpower staffing and facility planning.  The data and forecast process are discussed in more detail in Chapter VIII





The number of FAA towered airports declined from 402 in 1994 to 315 in 1996 (as of September 30) and is expected to total only 275 by September 30, 1998.  During this same period, the number of FAA contract towers grew from 32 in 1994 to 128 in 1996 (as of September 30) and is expected to total 168 by September 30, 1998.  The removal of 87 towers from FAA air traffic counts between 1994 and 1996 and the expected conversion of an additional 40 over the first 2 years of the forecast period, makes comparisons to previous year’s activity counts and forecasts difficult, if not impossible. To overcome these reporting inconsistencies, the FAA has developed separate activity forecasts for both FAA and contract towered airports.  Activity at FAA Air Route Traffic Control Centers and Flight Service Stations are not affected by the tower conversions.





Summary forecasts of aircraft activity at combined FAA and contract tower facilities can be found in Table I-3.  Summary forecasts of activity at FAA facilities only, including en route and flight service stations, can be found in Table I-4.  More detailed discussion of aircraft activity at both FAA and contract facilities can be found in FAA Aviation Forecasts Fiscal Years 1997-2008 (Chapter VII).  Year-to-year historical and forecast data can be found in Tables 28 through 45.








FAA AND CONTRACT TOWERS








Activity at the combined FAA and contract towered airports is projected to grow from 61.8 million operations in 1996 to 72.3 million in 2008, an increase of 1.3 percent annually.  The majority of this growth is expected to be the result of increased commercial aircraft activity, which is forecast to increase from 24.0 million operations in 1996 to 31.5 million in 2008, an increase of 2.3 percent annually.





General aviation activity is projected to increase from 35.2 to 38.4 million over the 12-year forecast period, an increase of 0.7 percent annually.  Military activity is expected to decline from 2.6 million in 1996 to 2.4 million in 1998 and then remain constant at this activity level throughout the remainder of the forecast period.





The increased use of avionics by regional/ commuter airlines and general aviation aircraft, combined with the implementation of additional airport radar service areas, is expected to result in instrument operations increasing at a some�what faster rate than total tower operations. Combined instrument operations counts at FAA and contract towered airports increase from 46.8 million in 1996 to 56.7 million in 2008, an annual increase of 1.6 percent.





Commercial aircraft activity is forecast to increase at a significantly faster rate than is noncommercial aircraft activity (the sum of general aviation and military).  Forecast growth rates for commercial and noncommercial activity during the 12-year period are as follows:





2.3 versus 0.6 percent at combined FAA and contract towered airports; and





2.3 versus 0.7 percent for instrument operations at combined FAA and contract towered airports.

















CENTERS








The workload at the air route traffic control centers is forecast to increase at an average annual rate of 1.8 percent during the 12-year forecast period.  In 2008, FAA en route centers are expected to handle 50.2 million IFR aircraft, up from 40.3 million in 1996.  





The higher growth at en route centers, relative to activity at towered airports, reflects the fact that commercial activity accounts for a significantly larger percentage of center activity (70.5 versus 38.8 percent at towered airports in 1996). There�fore, the projected increases in commercial aircraft activity (2.4 percent annually compared to 0.4 percent for noncommercial activity), is expected to have a much greater impact on total center traffic during the forecast period. 











SUMMARY








The forecasts contained in this document assume that commercial air carriers and the general aviation industry will continue to benefit from the moderate to strong economic growth expected to take place both within the United States (GDP up 2.3 percent annually) and worldwide (GDP up 3.4 percent annually).  U.S. air carrier passenger enplanements are forecast to increase by 4.1 percent annually--3.9 percent in domestic markets and 5.8 percent in international markets. Total international passenger traffic (U.S. and foreign flag) between the United States and the rest of the world is projected to increase by 5.7 percent annually, with higher growth occurring in the Pacific and Latin American travel markets. 





It is also assumed that U.S. carriers will be joined by their foreign flag counterparts in restructuring and cost-cutting efforts, thereby improving the industry's overall financial performance.  The retirement of large numbers of stage-2 aircraft during the 1997 to 2000 time period and their replacement by more fuel efficient stage-3 aircraft is expected to result in increased industry productivity.  These pro�ductivity improvements are expected to strengthen the industry's overall financial performance.





Regional/commuter passenger traffic is expected to continue to increase at rates significantly higher than the rates  projected for the larger air carriers (enplanements up 5.3 per�cent compared 3.9 percent).  While regional/ commuter carriers will continue to benefit from continued route rationalization by the large commercial carriers, it is not expected that this will be as significant driver of future growth as in the past.  The move to larger high-speed turboprops and regional jets are expected to provide opportunities for growth from nontraditional regional/commuter markets.





The “new spirit” of optimism currently being exhibited throughout the general aviation community is expected to result in increased demand for general aviation products and services.  The general aviation active fleet is expected to increase by over 15,000 aircraft (0.7 percent annually) while the number of hours flown is projected to increase by 1.0 per�cent annually over the forecast period.  The business component of general aviation is expected to achieve somewhat greater growth than that forecast for the general aviation pleasure sector.





Aviation activity at FAA and contract facilities is expected to grow at a slower rate than that forecast for the general economy (1.3 to 1.8 percent versus 2.3 percent).  This is due, in part, to projections which show relatively slow growth in general aviation activity (up 0.7 to 1.0 percent) and declining military activity (down 0.5 to 0.8 percent).  In addition, increased efficiencies achieved by commercial air carriers and regionals/commuters through the use of larger aircraft and higher passenger load factors results in commercial activity levels lower than the projected growth in passenger traffic.





A relatively large part of the growth forecast in activity at FAA facilities is expected to come from the commercial sector--2.3 to 2.4 percent compared to 0.4 to 0.7 percent for combined general aviation and military activity. Commuter/air taxi activity has historically exceeded that of the larger commercial air carriers.  However, with the expected move toward greater use of larger regional turboprops and turbojets and the resultant longer passenger trip lengths and higher load factors, commuter/air taxi aircraft activity is projected to grow at rates somewhat less than that forecast for the larger commercial air carriers.





While current economic forecasts presage a continuation of the current rebound in both the commercial and general aviation industries, there are a number of uncertainties that could potentially limit the growth of the U.S. economy and ultimately, the demand for aviation services.





Corporate downsizing and/or the automation of operations has resulted in the elimination of numerous middle management positions, thus effectively reducing the base of both current and future business travelers.  In addition, continuing technological improvements in communications, including advances in teleconferencing and facsimile mail, also have the potential to impact future business travel.  





There are also several trends that have the potential to impact discretionary or pleasure travel. The continuing rise in consumer installment credit, which has led to increased personal bankruptcies and credit card delinquency rates, could reduce consumer spending, including travel expenditures, in 1997 and beyond. 





Of more serious and lasting concern is the stagnation of middle-class incomes and the growing inequality in income distribution.  The erosion of middle-class purchasing power has the potential to significantly impede the future growth of personal air travel.





Nevertheless, air transportation is expected to continue to dominate all other transportation modes in both long distance domestic intercity travel and in international passenger markets.
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