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Give Midwest Alrhnes a break

. The most’ mterestmg economic
development debate ix the Wisconsin

: Legxslature these days is the Green Bay °
Packers’ plea for public money to help
rebuild Lambeau Field. With all due
respectto the Packers, it's not the most
important developnient issue on the

Legislature’s agenda. :
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some other (!lty with the fores:ght to
seize the opportumt:

Airports with goocl airhne service
generate economic activity. As- -
Wisconsin tries to attract the high-
tech firms of the future, the quality of
commercial air service in Wisconsin
will be an important draw

.‘
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state Department of Transportation
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~ crowd-pleasing as pro football’s most
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they're more important to the state
economy. Unlike the Packers,
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Edltonal by Neil Hemen,WISC-TV Channel 3, broadcast February 29, 2000

Keepmg the B_est Care in _the An'

'If Wisconsin can set aside millions to encourage biotech firms to settle here, as it should, if it can
give tax breaks for business and manufacturing and pollution abatement equipment, as it should, if
it, for heavens sake, can help support the Milwaukee Brewers, then it seems to us the state should
help MldWCSt Express expand its operations here in the state.

Mldwest Express does Wlsconsm proud It reputation is golden. It employs three thousand people.
and generates hundreds of millions of dollars in personal earnings and business revenue. And it '
pent and stay in Wisconsin. To do so it is asking for a

e up for in income taxes, additional fees -

d’job creation.

s a feather in Wisconsin’s competitive cap, i ub with the name
e Governor supports the measure.’ e legiglature to get this bill to
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~EDITORIAL
Mldwest Express tax break ought to ﬂy

* jdwest Express I-hldmp Inc. T

is platting a $1 billion expan- ROGER, WDWES'[..PROCEED
sion of its airlines, Midwest ONTO RUNWAY ALPHA..WE
Express and Skyway. Given - HAVEWCLEAREDWWCUT

its choioe. the Oak Creek company would

rporate tax structure is caus-

ingmecompanytoconsndenahnglhat 16
p re.Wiscommmn'lallow

- All of those benefits far outweigh any
revenuethatwmlldbelosttotlwstatein

~ theshortterm.
* And the tax relicf will send a message .

hub wouldboost the my town. The company paid morethan$85  thatWisconsin is interested in keepingits
in several ways: It wouldaddhnndledsof million for naming rights for the conven- most productive, responsible mrpqrate cit:

jobs, increase traffic at General Mitchell n-"  tion center. . : - lzems.

' thenr investmentselsewime.
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Committee
supports tax
exemption
for airline

expansion.
The bill means thers will be less
money to help smaller a A
that are not eligible for federal

funding.

_ *Smaller airports will be on
‘a diet in order for M!dw:tnkx-
mhvmﬂhmﬂvm
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March 3,2000 :

Committee approves tax ‘break for airline
- By Jenny Pnce, Associated Press

M.ldwest Express would receive a $1.7 million yearly tax exemption under a bill that the
Legislature’s Joint Finance Committee endorse Thursday despite criticism that it would reduce
aid available to help Wisconsin’s smaller airports.

Rep. Antomo Riley (D-Milwaukee), said the exemption would help convince the airline
that Wisconsin should be the site of 4 proposed $1 billion hub expansion. M1dwest Express
also has hubs i in Omaha, Neb., and Kansas City, Mo.

“I think it competitive,” Riley said. “We should. not force this ,
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Tax break bill for airline introduced
Proposal would free Midwest Exptess from certain property taxes
By Dennis Chapman'Of the Joumal Sentinel staff
Madison - Tax breaks for Midwest Express Airlines, mmed at encouraging an expansion that cost as

much as $1 billion, began to taxi down the legislative runway Wednesday.
A bipartisan group of M]lwaukee-area lawmakers introduced legislation that would free the: Oak

on in Minnesota, $7
ion in Illinois, if the -

isconsin’s economy is going to brosp grow, we’ve got to make sure that we don’t drive good
€S 4V hat punish, rather that reward success,” Jensen said. The tax break will -
apply to major airlines with hub’ aerort operations in Wisconsin. Because of that, the legislation would
be helpful not only to Midwest Express, but to other airlines looking to set t up hubs in the state, said
Rep. Jeff Plale (D-South Mllwaukee) '
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 Thursday, March 02, 2000
| Mdeest Express urges tax exemptlon
, Btll is deszgned to bendit state a:rlmes

By Elaine Kauh Press-Gazette : ‘

Midwest Express Airlines is conﬁdent state lawmakers w1]1 back a measure to exempt it from
property taxes paid on aircraft. The legislative Joint Finance Committee is expected to vote today
ona proposal to repeal the tax for ehglble airlines. For now, the bill would benefit only
Mil ed-Midwest.Fx he tax, called an ad valorem tax, is exempted in neighboring .
tes, said Tlmoth Hoeksema the air , president and chief executive officer.’It’s a

owth, he said.”Iy 2004 thats $5.5n
ed annual gro of 17 percent d
ent to 15 pefetent per year, gxp:

ofartures to at least
fline to qualify for the
his ¢ company. “T dont -

bill would 'encoura‘ge other
idwest Express expects to grow
Straubel. “Certam]y we look at

; s feet of 52 an'craft and 3,200. employees, 2,700 of them in
.Wlsconsm.The measure was in Iast year’s budget bill but didn’t make it past the conference
committee. This time, Midwest Express leaders are optimistic about its passage”"We’re very
encouraged by the fact that we’re back,” said Carol Skornicka, senior vice president of corporate
development, secretary ind general counsel for the airline.If the Joint Finance Committee
passes it, the bill would go to a joint committee on tax exemptions for further review, she

said.When asked what Midwest Express would do 1f the bill doesn’t pass, Hoeksema sald “we're
very confident.”
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Midwest Express has been a valuable asset to the state of Wisconsm.

* With more than 3,000 employees and a fleet of 52 aircraft in service,
Midwest Express has generated more than 10,000 jobs directly and indirectly
throughout Wisconsin. The airline generates over $265 million in personal

. earnings and over $459 million in business revenue attributable to
Mldwest Exptess.

* Midwest Express prov1des the access that companies look for when makmg
decisions about locating or expanding business operations and corporate
headquarters. As a hub airline in Milwaukee, Midwest Express serves 80 percent
of major metro areas in the country with nonstop flights from Milwaukee. It
provides exclusive service to 12 of these cities. In a 1998 study, the Institute of
‘Public Policy found that ‘medium-sized cities that have a hub airport have been
more successful in the 1990s in either attracting high technology employment or

in fostenng its growth ... . there are over 12,000 more jobs in regions with hub
au:ports than those without a hub facﬂnty”

. Moreover, the Wisconsin and Milwaukee convention and tourisin industries have
- benefited significantly from convenient access and superior quality service °
provided by Midwest Express Airlines, as well as from the monies generated
through naming rights of the Midwest Express Center. |

As with other busmesses, Midwest Express must be competitive to
remain vnable in the future.

. Midwest Expness has been successful because it offers excellent quality service at
prices comparable to other airlines. But in today’s competitive environment it must

- ‘continue to expand and enhance its service to malntam its reputatxon asa lwder in
service and reliability: .

* The Company has plans to increase its fleet from 52 to over 80 aircraft over the
next five years. This will require an initial investment of $966 million and will
_ almost quadruple the book value of i its fleet from $212 million to $820 million.
The Company anticipates providing service to and between new cmes, Wlth
expanded service amd greater capacity to others.

Wisconsm property tax policies put Midwest Exp,ress at a serious
competitive dlsadvantage.

*The nearly $1 billion investment that Midwest Express plans to make to upgrade

its service capability will substantlally increase the property tax pmd under
current Wisconsin law. '

« If Midwest Express invests in an expa.nded fleet, it would pay millions of dollars
more in Wisconsin property taxes alope than its competitors would pay under the
same circumstances. If all projected growth for Midwest Express were to be
located in Wisconsin, current property tax law would result in a total property tax
liability of $22.5 million for the Company over the next five years. That is

between $13 million and $18 nnlhon more than any neighboring states
would i impose.



Thoughtful tax policies have proven to be among the most successful
tools available to states for encouraging economic growth. -

* Each of Wisconsin’s neighboring states, and other states across the country with
_major airline activity, have enacted tax provisions to encourage the location and
expansion of airlines because of the tremendous positive impact those airlines
have on the economies of the states and their municipalities.

* States with significant national airline activity have tax provisions designed to
encourage those airlines to expand their operations in their states. These airlines
are in direct competition with Midwest Express

. For example, Iowa, Michigan and Illinois exempt aircraft and Illinois, Iowa and
~Minnesota exempt ground equipment from property taxes. Other tax
considerations include shorte_r depreciable lives for aircraft.

* Even in Wisconsin, tax laws recognize the value of exempting busmess equlpment
from taxes to promote economic development. Computers, treatment plant and
pollution abatement equipment and manufacturing equipment are exempt from
personal property taxes in Wisconsin. After the exemption was made in the
19707, significant development occurred within the state.

Mldwest Express is supportmg tax reform that will help produce a level
playmg fi eld

. » Exempting Mldwest Express from the personal property tax would encourage the

" Company to make the investments necessary to expand its services, its
employment base and the benefits it brings to Wisconsm while temammg
competmve in the airline mdustry

«The exemption the Company is supportmg would be more than made up
in income taxes, jobs and other direct and indirect benefits, mcludmg new
landing fees and property and facilities fees that Midwest Express will generate
as it grows.

* Midwest Express has demonstrated a solid commitment to Wisconsin and its
-communities. The Company has supported hundreds of community
organizations including: the Marcus Center for the Performing Arts’ Rainbow -
Summer, Midwest Athletes Against Childhood Cancer (MACC)Fund, American
Heart Association, Make-a-Wish, Next Door Foundation, Project Equahty and
Milwaukee Art Museum.
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EXECUTIVE SUMMARY
This study estlmates the 1mpacts of the Dane County Reglonal Alrport (DCRA) on the economy
of Dane County, Wlsconsm in 1998. The analyms mcludes the impacts on County output, A

employment and personal meome from the act1v1t1es directly associated wﬁh the v use and
operatlon of DCRA These act1v1t1es mclude |

O commercial aviation v - QOair terminal car rental services

O genefal aviation - - e air termmal food, gift and sky cap services -
O military aviation | N ' O axrport admmstratlon and operatlons

Oair frelght semcee O Tmax Air Park.

O air traffic control

The impacts of DCRA on Dane County travel agencxes are also estlmated, along with the lmpactsA :
on area hotels, restaurants, ground u'ansportatlon, entertainment and retall sales ﬁ'om the
spending that results from visitors to Dane County that arrive via air.

The Dane County Regional Airport plays a crucial role in the everyday economic and social life

 of Dane County. In 1998:

o over 1,300,000 people used commercial airline service into or out of Dane County,
O approximately 127,000 people arrived in Dane County using general aviation Services;

O over 2 ,000,000 pounds of mall and nea;rly 25,000, 000 pounds of freight moved through
DCRA facilities, and

o) nearly 145,000 commerc_ial, military and generalvaviation aircraft took off or landed at DCRA.

Virtually all trends associated with DCRA activities are increasing over time and many are

expected to continue over the foreseeable future.

Ecomomic Impacts of the Dame County Regional Afrport S iii
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The estxmated overall economic impacts of DCRA’s operation and use on Dane County in 1998 o
include: '

O output in the County increased by approx1matelv $588,200 000— that 1s, DCRA adds roughly g
$1,612,000 to the overall Dane County economy every day it is open (365 days a year),

O over 9,700 workers in the County were employed due to DCRA operatlons and use,

including nearly 2,200 workers that are employed d1rectly at DCRA mrhtary and non-nnhtary

operations and nearly 4 300 workers that serve the direct needs of a1r travelers (both local and
visitors), and '

O the operation and use of DCRA generated over $223, 000 000 in personal income for Dane
County re31dents ‘

Each of the aggregate impacts summanzed above can be decomposed into various dzrect impacts -

and subsequent indirect and induced impacts.

* O An estimated $52 000,000 was spent in 1998 on commercra.l and general av1atlon
services. A portion of thls "leaked" from the Dane County economy m the form
of payments to national headquarters and for purchases of goods and services from
non-Dane County sources, but the remainder caused additional indirect and induced

output impacts in Dane County of approximately $27,900,000.

U The combined military aviation expenditure associated with DCRA was'over
o $30,300,000 in 1998, resulting in an additional $16,200,000 in indirect and induced
impacts on the County’s output.

( Dane County’s travel agencies saw an estimated $4,100,000 in sales in 1998 due
directly to air travel associated with airlines serving DCRA.

Ecomomic Impacts of the Dame County Regional Alrport : iv
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0 The largest Dane County output impact associated with the opetétidn and use of ‘
DCRA in 1998 occurred w1t.hm the County’s "hospitality" sector. An esﬁrriated |
-$277,200,000 was spent by visitors arriving by commerclal and genera.l av1at10n
.semces on hotels restaurants, transportahon, entertamment and shoppmg These
expenditures led to an addmonal $177 700,000 in mdrrect and induced spending
throughout the County |

J Nearly 6 500 Dane County jobs were directly tied to the operation and use of DCRA
facrhtres in 1998. This was compnsed of approxrmately 660 jobs directly assomated
with commercial and general aviation (mcludmg operatron and mamtenance of DCRA
facrlmes) 1,500 jobs associated with mrhtary aviation units, and 4,300 jobs
associated with travel agencies and the hospltahty sector. The combined labor force -
connected dlrectly to the use and operatron of DCRA would rank the airport behind
only the University of Wiscorisin-Madison and Wlsconsm state government in terms

of full-time permanent employment in 1998.

0 The 6, 500 direct jobs associated with the operation and use of DCRA in 1998 produced

indirect and mduced employment for an additional 3,300 workers throughout the
County. '

Q Approximately $39,500,000 in wages were paid to workers directly associated with
commercial, general and military aviation in Dane County in 1998. An additional
$101 000 ,000 in wages and commissions were paid to Dane County travel agents and

workers in the hospitality sector.

U The $140,500,000 in direct wages associated with DCRA-related workers in 1998
produced an additional $82,700,000 in indirect and induced wages for workers
throughout the Dane County economy.

IEcomommn@ Impacts of the Dane Couumﬂy Regiomal Afrport
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Q The combined economic impacts of DCRA-related activities produced approx1mately
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sales and income taxes for the: State of Wlsconsm

Q) In addition to the economic impacts identified above, expenditures on cepital

fm ~ improvements associated with DCRA produce economic impacts in the years that "
h_‘ ‘ they occur. For example, construction of the recently completed 3/2_1 runway _injected =
; ;‘; .  over $21, OOO ,000 into the Dane County economy. This expenditufe led to
. ' output impacts in Dane County of over $33, 400,000, employment 1mpacts of nearly
- 360 additional jobs, and increased personal mcome of over $12,000,000. Wh11e these

expenditures do not occur on a regular basis, they do represent significant economic

impacts in the years they occur.

U Data and survey information limitations made it impossible to estimate all of the o
economic impacts associated with the operation and use of DCRA. Important impacts
 that were not able to be estimated as part of this study include: (1) importance of

access to DCRA facilities and services for commercial aotivities in the County in
ol general, and Truax Air Park tenants in particular, (2) benefits to County res1dents from
: . having easy access to the nearby air services of DCRA in comparison to more distant

air services in cities such as Milwaukee or Chicago, and (3) the i impact of the DCRA
"cash reserve" on the costs of borrowing for Dane County government. All of the

' omitted areas would create additional positive economic benefits for Dane County

Economic Impacts of the Dame County Regional Afrport : vi
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L OVERVIEW

This study estlmates the i impacts of the Dane County Reglonal A1rport (DCRA) on the Dane o
County economy for the year 1998, Usmg mput-omput analys15 and data collected from auport . |

administration officials, government and private sector organizations and airline passengers, this -

study estimates how the output, employment and personal income of Dane County’ s res1dents

and businesses is affected by the operation and use of DCRA facilities. This report is comi)osed -

of four maj or sectlons in addition to this overv1ew Section II describes the various components .

of the Dane County Reg10na1 Alrport and the various Dane County activities that are related to -
its operation and use. This dlscussmn includes descriptions of the commercial, general _and

military aviation uses of DCRA and the related activities associated with travel agencies and

visitors to Dane County that arrive by air. Section III presents the economic impact assessment '

framework that was used for this study. Here the input-output model and the data used for th1s

study are discussed. The following section, Sectlon IV, presents the economic impacts that have

been estimated for the operation and use of DCRA faellmes and services. The final section of

. the report, Section V, summarizes these results and discusses several key i issues or features that

need to be taken i into account in mterpretmg the results of this study.

Ecomomic Impacts of the Dame County Regional Afrport




II. DESCRIPTION OF DANE COUNTY REGIONAL
AIRPORT AND RELATED ACTIVITIES

The Dane County Regional Airport plays a major role in the economic and social life of Dane. . _
County and the surrounding region. The most common image of DCRA is that of "gateway," . .

‘bringing visitors to the region and providing local residents and businesses access to places

throughout the world. It is the image of a bustlmg air terminal, commerclal planes departmg and
arnvmg, and friends and family being reunited that most md1v1duals associate with DCRA. In

- fact, the Dane County Regional Au'port is much more than this i image in terms of its economic | o

mgmﬁcance to the region. While commercial av1at10n is an important part of the overall DCRA
picture, DCRA also provides an important role in moving goods and information in and out of
the reglon, is home to 1mportant military aviation actlvmes, and prov1des a full range of general

av1at10n services to mdmduals corporatlons government, health care providers and the broader

community i in general.

Table 1 provides an overview of major DCRA activities over the most recent three year period. -
In general, it is clear from this table that most trends pertaining to DCRA are "up." The number
of passengers using commercial airline services has been increasing over eight percent a year
over the 1996-1998 period, with a corresponding increase in the amount of commercial air carrier
activity (movements). The use of DCRA as a way to move air freight has alsd grown
signiﬁéapﬂy over the period. These trends, coupled with the increase in air taxi services shown
in Table 1 reflect the importance of DCRAYin_ a growing and thriving Dane County economy. -
Many 'of the trends identified above are proj ec{ed to continue into the fdreseeable future. Total

aviation activity at DCRA, for example, is forecast to increase by 9.7 percent between 2000 and
2020.!

I"Wisconsin State Airport System Plan 2020 (Advance Copy of Draft Summary Report),"
Wisconsin Department of Transportation, February 23, 1999, p. SR-17.

Ecomomic Impacts of the Dame County Regional Afrport ‘ 2
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TABLE 1. Summary of Dane Coﬁnty Regional Airport Activities: 1996-1998

1996 _

1997

1998

Commercial airline passengers 1,110,720 1206295 1,312,229
Departing. 557513 607,044 662,610
Arriving 553,207 599251 649,619
 Mail (pounds) 2,023,841 3229303 2239333
Freight (pounds) 11,167,561 24,113,908 24,975,513
Aircraft movements - 155,060 145,504 144,712
Air carrier 15,577 15,764 16,149
Air taxi 15,879 16,523 17,488
Military 8,700 7,239 7,499
General aviation 114,904 105,978 103,576

The Dane Couﬁty Regional Airport creates economic benefits to the Dane County regidn in
many ways, but three‘ways are primary. First, all gdvernment agencies and private sector firms -
that dlrectly supply aviation-related services through the various DCRA facilities impact the
regional economy through the purchase of locally produced goods and services and through the
payroll that is paid to airport-related employees In general terms, these impacts are generated by

- the activities of the commercial, general and military aviation operatmns assoc1ated with DCRA.

The second set of economic benefits are created by the impact of DCRA operanons on area
busmesses that are related to the use of DCRA facilities. These include, for example, sales by
area travel agencies for travel asseciated with air travel from DCRA and area hotels, restaurants
and so forth that are itnpac_ted by visitors to Dane County that have arrived in the county via
aviation services associated with DCRA. The third broad set of benefits generated by DCRA
operations is the benefit derived by Dane County residents, industry and government from being

able to use aviation serv1ces in the immediate area, rather than more distant locations such as
Mﬂwaukee and Chicago.

Economic Impacts of the Dane County Regiomal Afrport _ 3
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This section describes the various actlvmes directly related to DCRA operations and the
activities of the various related act1v1t1es that are affected by DCRA operations, but are not

- necessarily located at the DCRA facility. It is this full set of act1v1t1es that create economlc

benefits throughout Dane County Figure 1 111ustrates how the vanous entmes are dlﬁ’erentlated -
and related. '

A. DCRA Activities

In this report, the term Dane County Regional Airport (or DCRA) generally refers to the _aviaﬁon '
aspects of the Dane County Regional Airport. In some cgécs a distinction is made betWéeh the
Airport and Truax Air Park components. The Airport combonent refers to all activities and land
associated with the direct operation of the various élviaﬁon services (i.e. commercial, general and
military aviation activities).» The Truax Air Park compOnén_’_t_refers to land and activities that are
not directly associated with operations of the airport. These inciude, for exéinple, the business
operations located along International Lane and Madison Area Technical College facilities. ‘The
2,766 acres of total land area within DCRA is divided roughly into 2,466 acres of dirport and

300 acres of Truax Air Park. This section describes the activities that compnse each of the
DCRA-related activities.

1.  Commercial Avi'ation |
Commercial aviation refers to the operations of commercial passenger and airfreight services and

the vérious administrative and support services involved in providing these services. For this
study, these operations have been defined as shown in Table 2.

Economic Impacts of the Dame County Regional Airport } 4
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TABLE 2. Activities Associated with DCRA Commercial Aviation

Airport administration
Pl
£ Federal Aviation Administration
g ~ Support services
3 Airlines

Car Rental -

Dane County activities respon51ble for general operanon
and mamtenance of DCRA fac111t1es, mcludmg alrport
operations, secunty, termmal and au'park maintenance,

parking, land management, etc.

Federal activities responsible for air traffic control and
aircraft navigational aids

Activities associated with passenger services, including

baggage handling, food service, gifts, luggage carts, etc.

Activities associated with regularly scheduled commercial

passenger air service and commercial air cargo service

Activities associated with automobile rental to deplaning

airline passengers

The inclusion of the above activities in the Commercial AV1at10n category is somewhat arbltrary

(TR

glbas. Lot ol

£

descnbed later.

L

in that several of the ac’uvmes listed in Table 2 support activities other than commercial aviation.
For example, airport administration and the Federal Aviation Admxmstratlon support actlvmes of
the Fixed Base Operator and the Wisconsin Air and Army National Guard umts which are

]

Economie llmmpmcas of the Dame County Regional Ann’u»@m
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2, General Aviation/Fixed Base Operator

The Dane County reglon is served by a Fixed Base Operator (FBO) that prov1des a broad -
spectrum of general aviation services. For example, the DCRA-based FBO prov1des charter
aviation services, flight tra1mng, alrcraﬁ rental and ma.mtenance av1a.’uon fuel serv1ces, a1rcraft

storage and so forth, An independent (leased) small restaurant is also part of FBO operatlons. '

“As noted above, the FBO relies on services provided by the DCRA and Federal Av1at10n

Administration for portions of its operahons
3. Military .

The Dane County Regional Airport is home to two significant military aviation units and their
related support facilities and services. The 115 Fighter Wing of the Wlsconsm Air National
Guard is located at DCRA and is a vital part of the United States Air Force. This constellation of
military aviation activities is composed of units such as fighter wing headquarters, operatlons,
operations support, 10g1st1cs maintenance, secunty and other mission-related units and is staffed
by over 360 full-time air technicians, active Guard/Reserves and other m13s1on-related employees
and over 1,100 "traditional" part-time Guardsmen. The DCRA is also home to an aviation unit
of the Wisconsin Army National Guard. Like the 115" Fighter Wing, this unit has both

operations and Sﬁpport services operating out of facilities located at DCRA and is staffed by over
40 aviation-related individuals.

4.  Truax Air Park

Approx1mately 300 acres of the overall land holdmgs of DCRA are used by industry and
government for a broad range of activities. While this land is held to meet current and

anticipated land needs of DCRA, much of this land is leased for private or public development

and is home to over 50 firms or public agencies. A _total of 17 different office buildings are

located with the Truax Air Park, with a total of approximately 1,329,000 square feet of leasable

space. A partial list of the activities located within the Truax Air Park component of DCRA is
shown in Table 3.

Economic Impacts of the Dame County Regiomal Airport , 7
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'TABLE 3. Tllustration of Truax Air Park Activities Associated with DCRA

Vocational and adult educatig;n o Busmess services
Wiscongin wprkforce devélopment . , F manc1a1 and i msurance serv1ces ~
Private educational brograms : Engmeenng and scientific servwes '
Trade aséociations ' : Printing and publxshmg services |
Medical and health-related services Teleéoﬁjmlinicatioris services

In most cases, actwmes located within the Truax A1r Park do not provide dlrect serwces to -
DCRA operatlons but have located in the airpark for "access" reasons or other s1te-spec1ﬁc ,
attributes. Conditions for the release of Truax A1r Park land from the Federal govemment to the

airport require that all funds recelved from the rental of land be used for the ﬁnanclal support of
the airport. "

Economic Impacts of the Dame County ]R&gi@lmaﬂl Airport
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B. Related Activities

As discussed above, the Dane County economy is aﬂ‘ected as any of the vanous awauon-related :

activities purchase locally produced goods and services or as they pay thelr employees Other

: ﬁrms organizations or individuals in Dane County also derive a portion of their actlvmes asa

result of DCRA operatlons These activities can be broken into two general categones travel-
related and visitor-related.

1. Travel-ReIateli

Two local groups benefit from travel-related aSpet.ts of DCRA operations. | In the first case, Dane
County travel agencies derive a portlon of their sales through commissions that are pa1d on travel
that utilizes DCRA services. While not all commlssmns that these agencies receive 1s basedon
DCRA-related air travel, the portion that is can be at least partially attributed to DCRA - _
operations. The second group is made-up of Dane County industry, government and reside,r'lts.v
These groups derive benefit from the fact that they can easily travel to other destinations using
DCRA facilities. While other air travel services are available in cities such as Mﬂ@aukee and
Chicago, the access to proximate-air travel services is a benefit to area busmess, government and -

residents. In both cases above, the economic benefits accrue to Dane County busmesses

organizations or residents.

2. Visitor-Related

: ‘Anvimportant economic benefit derived by DCRA operations is the spending thatresults from

visitors to Dane County that arrive using aviation services. While this spending may occur
throughout the local economy, it is traditionally thought that air-related visitor spending is

concentrated in the followmg areas: hotels restaurants, entertainment, retail (shopping) and
ground transporta’uon In contrast to the "travel-related" impacts discussed above, "visitor-

related" impacts are generated by outside visitors to Dane County as they come to the county for

business, recreation or personal purposes.

Economic Impacts of the Dame County Regional Alrport o ' 9
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. III ECONOMIC IMPACT AS&ESSMENT
FRAMEWORK |

This sect_.ioa describes the asses_sinerrt framework that was used to estimate the impact of the
Dane Ceunty Regional Airport on the Dane County economy. This section first describes the ,.
general a_pproach taken in estimating the ecOnornic,i'mpacts of the airport and is followed by a
description of the eeonomic ‘m'odel that is employed in this analysis. The last portiorr of this
section describes or "c'haracterizes " the airport and related activities in "eeonomic" terms. It is

the "characterization" data that is ultlmately used to determine the economic 1mpacts of DCRA
on Dane County

A, General Approach

The goal of this study is to estimate the impacts of the Dane County Regional Airport and related
activities on the Dane County ecdnomy. The base year for this study is 1998, the last full
calendar year for which complete financial and employment information is' available.

As dlscussed more fully in Sectlon B below, an znput-output model exists for Dane County for
the year 1996. This model is based on economic condmons as they emsted in Dane County in
1996 and is the most recent economic model currently available for the county. The model
shows the economic mter-relatronshrps that existed among the various sectors of the county’s
economy in 1996 and allows analysis of how activities in one sector affect actrvmes in other, -

related sectors. Major outputs of the model include Dane County employment, output and
personal i income. '

DCRA and related activities as discussed in Section IT have been "characterized" in economic
terms as discussed more’fully in Section C below. The general approach used in this economic
impact assessment has been to simulate the Dane County economy with and without DCRA and
its related activities. In particular, employment, output and income for Dane County in 1996 is
simulated with DCRA and related activities as they existed in 1998. Following this, |

employment, output and ineome for Dane County is simulated with DCRA and related activities

Economic Impacts of the Dane County Regional Alrport | | 10
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removed (without) from the base model. The difference between the two simulations is the - |
estimated impact of DCRA and related activities. All model simulations are inflated to 1998

dollars using commonly accepted 1mphclt price deflators. All dollar amounts reported in th1s :
study are stated in 1998 dollars.

B. Input-Output Model

The analysis employed in this study uses an IMPLAN input-output model that has been
constructed for Dane County, Wisconsin for the year 1996. IMPLAN is a cominerciallj
available, trade-marked product of MIG, Inc. (Stillwater, Minnesota) and is referred to as
"IMPLAN" (without reference to trade-mark) through the remainder of thxs rebdrt.

An input-output model, in general, records the sales and purchases of all economic entities in an
economy at one point in time. As the name suggests, this allows the analysis of how the inpur
stream (including labor) is affected each time output changes. In the case of this study, the input-

output model allows DCRA and related activities to be viewed in terms of their economic
linkages.

IMPLAN recer-ds sales and purchases for an economy using 528 sectors. Sector 437: Air
Transportation, for example, contains infofmation on the sales and purchases in Dane County by
airlines serving the Dane County region. Sector 443: Electric Services contains information on
how much electricity was purchased by DCRA and related activities in- 1996. The

charactenzatlon" described in the following section provides greater detail on the IMPLAN
sectors used for this analysis. '

A particular strength of inpﬁt-output analysis is the ability to track economic linkages within an
economy. Three kinds of linkages are estimated within the input-output model. These linkages

are direct, indirect and induced and are described briefly below.

Economic Impacts of the Dame County Regiomal Aﬂm@m : , 11
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Direct Linkage: The direct puréhase of an input from another activity. For example, when
' DCRA purchases paper supplies from an office supply company, t:he‘
expenditure on paper subplies is a direct linkage forv:qI_‘)CRA.

Indirect Linkage: : . The inputs needed to meet the original direct purchase demand; For
| example, the paper supplier above needs electricity, office space and

employees to supply the original paper supplies to DCRA.

Induced Linkages: AH'acﬁvities in a region require employees. As direct and indirect
' Iinkages také Iﬁlace m an economy, payments to lébo_r increase and this
money is, in turn, spent and ré-spent throughout the economy, leadingto
induced linkages.

In the iriput—output model, the result of the kthreellinkages above is creation of economic 4
multipliers. These multipliers show the impaét of each additional dollar that is spentinan . -

economy and are expressed in terms of employment, output and income. For example, a recent

- Wisconsin Department of Transportation economic analysis of Wisconsin aviation showed

implicit multipliers of 2.3 fo_r output, 3.4 for employment, and 2.7 for inc.ome.2 These suggest'
that output in the state would increase $2.30 for each $1 increase in output by the aviation sector;
statewide employment would increase 3.4 jobs for each ﬁew job created in the aviation sector;
and income in the state would increase $2.70 for each $1 increase in payroll to aviation sector
workers. The multipliers reflect the fact that new spending caused by DCRA and related

activities is spent and re-spent as it "trickles" through the Dane County economy.

“Robert Russell, "The Economic Impact of the Aviation Industry in Wisconsin:
Summary", Madison, WI: Wisconsin Department of Transportation, undated.
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C. Characterization of DCRA ‘and Related Activities

The IMPLAN model is expressed in "economic” terms deahng generally thh purchases (mputs) '
and sales (output) For purposes of this study, DCRA and the various related activities need to
be described, or characterized, in eqmvalent economic terms. For firms selling their outputs in
' the marketplace the only variable that is needed for economic impact assessment purposes is -
annual sales (in 1998). Using IMPLAN data and calculations it is pos51ble to track the impacton

Dane County output, employment and income as the sales of "private" firms respond to DCRA
activities. ’

Economic entities that do not directly sell their outputs in the ﬂiarketplace present a different

requirement for economic impact assessment purposes. These entities would include Dane

. County government’s operation of DCRA, the Federal Av1at10n Administration’s air u'afﬁc
services, and the Wisconsin Air and Army National Guard. The economic activities of tlns
group of non-market entities is charactenzed by the purchases each entity makes of locally
produced goods and services and the payment that is made to labor. For purposes of this study
this means that the 1998 expendltures of each non-market entity needs to be characterized into

- one of the 528 IMPLAN sectors. Appendlx A illustrates how the 1998 airport admmlstrauon
operatmg budget was characterized for use in the IMPLAN analysis.

It should be noted here that the economic impact assessment was conducted, to the extent
possible, at the individual economic entity level. That is, efforts were made to determine
appropriate sales or input purchase mformatlon for each individual firm or agency either dJrectly
or indirectly affected by DCRA operations. Understandably, much of this information is of a
proprietary nature and, thus, all reporting of economic impacts that follows is aggregated to
prevent disclosure of the operations of any individual private firm.

Several issues must be confronted in characteﬁzing the activities of the various DCRA and
related activities for purposes of the with and without economic impact assessment that was

conducted. These issues are briefly described for each of the various DCRA-related sectors
below.
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