MULTI-MODAL CONNECTIONS

Potential and Limitations
of Air-Rail Links
A Short Overview

Airports have always been multi-modal interchange nodes but their

role has dramatically changed in the course of air transport liberal-
isation. The air transport sector witnessed an average annual
growth of 7.9 % within the European Union between 1993 and
2000. As more and more airports get congested, airport operators
and airlines are increasingly turning their attention to connecting
rail links in a quest to relieve airside congestion, which negatively
affects the quality of service, especially in terms of total travel
time. Therefore, air-rail links can be regarded as a crucial tool for
managing long-term airport capacity. However, promoting air-rail
links can also be an instrument for decreasing airport ground

access congestion and to improve the ground access time reliabili-

ty. More than 70 airports worldwide now have some form of air-rail
link, and around 140 more are in the planning process. Various
types of air-rail links, such as tramways, light rail, underground
and heavy rail connections, are currently operated world-wide.
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Air-rail links can, first of al, be clas-
sified into their different intended
purposes and can either be built to
connect passenger or freight trans-
port. Furthermore, passenger air-rail
links can be classified according to
the quality of the rail interconnection,
i.e. therail link could provide local
connections only or long-distance
connections as well. Long-distance
services can either be provided by
regular long-distance trains or high-
speed trains. Local services, by con-
trast, can be provided by regular
local trains, underground trains or
tramway and are often an extension
of existing local rail services. It
should be noted, in this context, that
different airports require different
kinds of air-rail links. Airports often
generate a considerable volume of
ground transport (passengers,
employees and meeters/greeters), so
the construction of air-rail links will
only be profitable if a critical mass
has been reached.

Furthermore, it is important to note
that, from the passengers perspec-
tives, the flight segment of their jour-

neysisinitself only oneleg of the
entire itinerary. This means that pas-
sengers must use other modes of
transport to get to the airport in the
first place and aso
to continue to their
final destination.
As aresult, they
have a modal
choice for these
feeder portions of
their trips.
Therefore, rail
links not only have
to meet the
requirements and
needs of potential
passengers better
than alternative
ground transport
modes in order to
be ableto gain a
significant market
share. Even more
important, poten-
tial passengers also have to be aware
of their modal alternatives.

The most important determinants of
demand for passenger rail services
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are price, journey time, reliability
and frequency, with rail services
competing in any of these dimen-
sions with competing modes of trans-
port. However, with respect to inter-
city air-rail links, two more determi-
nants come into play: their capacity
to provide 'seamlesstravel’, i.e. a
high level of integration into com-
plex intermodal itineraries, and the
availability of incentives such as fre-
quent flyer miles.

The preferences and requirements of
different groups of (actual aswell as
potential) air-rail link users differ
considerably with respect to their
willingness to pay and to the service
quality they desire. However, service
reliability plays a major role. Some
operators of air-rail links offer relia-
bility guarantees, e.g. if Heathrow
Express trains are delayed by more
than 15 minutes, the operator will
refund the fare.

If airlinesintend to substitute interci-
ty air-rail links for short-haul flights,
then it is not enough to offer connect-
ing air-rail links on a codeshare basis
and fully integrate them into the
reservation systems to lower passen-
gers transaction costs and to increase
their awareness of the availability of
those services.
Even more impor-
tant, at least for
leisure travellers,
intercity air-rail

link users should be
| offered some form
of early baggage
check-in service.
However, the provi-
sion of in- and out-
bound baggage
transfer raises
tricky security
issues, and at the
time of writing, this
was provided in
Switzerland only.

Integration of the
air-rail link into a
comprehensive rail network, which
serves a large catchment area,
enables it to serve alarger potential
market and provides passengers with
more travel opportunities.



So far, the advent of high-speed rail
travel in the past twenty yearsin
Europe has had a significantly nega
tive impact on the economics of
some short-haul flights over adis-
tance of up to around 600 kilometres.
For example, the introduction of the
German ICE-
services
between
Hanover and
Frankfurt or
the introduc-
tion of
Eurostar-serv- ==
ices between
Paris, London
and Brussels
hasledto a
substantial
decline in pas-
senger num-
bers for air-
lines on these
routes. Some
City-pairs, such as Hanover-Berlin
and Hanover-Nuremberg, have even
completely been abandoned by air-
lines. And in France, that pioneered
high-speed rail servicein Europein
the late 1970s, important city-pairs,
such as Paris-Lyon and Paris-
Marseilles, have particularly been
affected. However, the full potential
of high-speed trains as an airline
competitor is as yet unclear.
According to Lufthansa analyses, any
air service within a time window of
one hour can expect to experience
fierce competition from high-speed
trains. If the train trip does not take
longer than two hours, the train fare
is less than the flight's fare and the
offered frequency at least the same.
Other studies point out that rail serv-
ices are a competitive mode of trans-
port over distances that may be cov-
ered in a maximum of three hours.

This assessment, as well as the
empirical evidence at hand so far, are
the result of the fact that, albeit only
for travel between city centres, rail
services enjoy a considerable com-
petitive (i.e. time) advantage, as main
rail stations are, unlike most airports,
generally located in the heart of the
city. In other words, a time-consum-
ing and costly transfer from an out-
of-town airport to the fina inner-city
destination of the journey is not

needed. Moreover, aircraft use rela-
tively more fuel than on longer
flights over short distances,, because
alarge share of fuel is consumed dur-
ing take-off, i.e. the operation of
short-haul flights usually is more
expensive per route mile than of the

operation of long-haul flights.
Furthermore, landing fees as well as
uncompetitive total trip times -
including transfers to and from the
airports, check-in time, security con-
trols -, typically turn aternative
transport modes into more attractive
options. Airlines, as aresult, often
do not offer direct point-to-point
flights below 300 kilometres because
their cost structure and the competi-
tive advantages of the other land-
based modes do not allow them to
make a sufficient profit on very short
routes. However, they still offer feed-
er flights over this distance, which
are usually operated by their regional
affiliates using small turboprop air-
craft or regional jets, for passengers
connecting to longer international or
even intercontinental flights. At least
at those airports that are directly con-
nected to the intercity rail network,
closer cooperation, especialy in the
form of code-sharing arrangements
between airlines and railways,
should, generally speaking, give rise
to awin-win situation, because of the
substantial network economies that
could be achieved through this type
of air-rail link. Thisis especidly true
in Europe, where both extensive
inter-city and regional rail networks
do exist and some of the main air-
ports are already connected to them.

Aerlines Magazine e-zine edition, Issue 30

If the concerned domestic market is
largely closed to foreign airlines
because of the still highly protection-
ist regulations governing internation-
al air transport (in particular lacking
cabotage rights), typically preventing
them from servicing more than one

or two airportsin
- thismarket, their

| catchment areas

: / and, U|t| matdy,

| their intramodal
competition can
indirectly be
increased by sign-
. ing acode-sharing
. agreement with
domestic railway
companies.
Moreover, compe-
tition among air-
ports is also affect-
ed to a certain
degree by the exis-
tence of air rail
links to some of them, but not to oth-
ers. In particular, as most regional
airports have to do without them -
local accesslinesignored - the
already dominant position of hub air-
portsis likely to be reinforced.

With the rise of low-cost carriers, the
airline industry is undergoing the most
significant transformation in its entire
history. Most importantly, but so far
completely overlooked by analysts
and researchers alike, low-cost carri-
ers do not incur any costs for feeding
traffic. While offering (frequently
unprofitable) feeder flights from
smaller airports into their hubs still is
acrucia pillar of the traditional net-
work carriers business model, low-
cost carriers have managed to com-
pletely shift these costs to their pas-
sengersin return for their much lower
base fares. It is obvious that improved
air-rail links - if they do meet al
requirements stipulated earlier in this
paper - would be a very effective tool
for the traditional network carriersto
maintain, or even expand their own
catchment areas at much lower costs
compared to maintaining much cost-
lier feeder flights while at the same
time freeing valuable dlots for more
profitable routes. At least for distances
below 300 kilometres, a reduced over-
all trip time would be another advan-
tage from the passengers perspective.



Air-rail links can also improve
ground access of airport, if the
respective airport suffers from road
congestion. Furthermore, air-rail

links can be used as a tool to increase
an airport's catchment area. In
Europe, they often serve as feeder
connections to long-haul flights,
much as short-haul flights connect to

long-haul flightsin the United States.
The prerequisite is high-quality
ground access, which is reliable and
comfortable, as well as an important
factor in customer satisfaction with
the overal journey. However, the
substantial investments necessary for
constructing dedicated air-rail links,
especially when the rail link has to

(ir

be integrated into an existing airport,
have to be considered. A thorough
cost-benefit analysisis an essential
tool in order to establish the econom-
ics of such an air-rail link. Obvioudly,
there is a business case for air-rail
links only at major airports or, in the
case of smaller facilities, if an
already existing line could be extend-
ed at little expense. Finally, a
significant lack of customer

. awareness could inhibit the

| success of air-rail links. This
gap in perception, particularly
by car users, means that on the
one hand the cost of public
transport journeys - including
the opportunity cost of travel
time - is usually overestimated,
while on the other hand, the
speed of public transport jour-
neysis usualy underestimated.
. If the aforementioned critical

| success factors are met and
obeyed, air-rail links will
indeed provide an attractive
modal choice.
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