File No. 13-862
(ITEM           )  From the Director, Department of Transportation, and the Airport Director requesting authorization to develop and implement an Air Service Incentive Program within the guidelines established through the Federal Aviation Administration and to enter into agreements with airlines wishing to utilize incentive funds commencing January 1, 2014, through December 31, 2017, by recommending adoption of the following:
A RESOLUTION

WHEREAS, much has changed in the airline industry over the past ten years; and

WHEREAS, major airlines have merged and start-up airlines have experienced varying degrees of success during times of change in the nation’s economy, all compounded by a sharp rise in the cost of fuel while airfares have remained very competitive; and

WHEREAS, during this period, airlines have lost billions of dollars, merged and divested, and overhauled their business plans; and

WHEREAS, in 2000, ten airlines controlled 90% of domestic airline passenger capacity, while in 2014, that number may shrink to four airlines, if American and US Airways merge; and

WHEREAS, the remaining major airlines have retrenched to focus on large hub routes where they can fill their planes for top dollar, while small and medium-sized markets nationwide are experiencing a reduction in flights and cities served; and

WHEREAS, as a result, a number of airports have initiated Air Service Incentive Programs to jumpstart nonstop flights on routes in demand by travelers while mitigating the start-up risk for an airline; and

WHEREAS, Air Service Incentive Programs are governed by Federal Aviation Administration regulations, which define an incentive as “any fee reduction, fee waiver, or use of airport revenue for acceptable promotional costs where the purpose is to encourage an air carrier to increase service at the airport;” and
WHEREAS, at one time, incentive programs were used almost exclusively at small airports, but in the last few years, even large airports have adopted the programs, and they are now in effect at more than sixteen airports in the United States; and

WHEREAS, after due consideration, the Committee on Transportation, Public Works, and Transit concurs with Airport staff's recommendation to approve a four-year Air Service Incentive Program to encourage new nonstop service on high-demand routes from Milwaukee (MKE), while partnering with airlines to assist in covering the startup costs associated with new service, with MKE’s program prioritizing cities based on travel demand and offering a combination of fee waivers for airlines and the expenditure of marketing funds to promote new nonstop service to these cities; now, therefore,

BE IT RESOLVED, that the Director of the Department of Transportation and the Airport Director are hereby authorized to develop and implement an Air Service Incentive Program within the guidelines established by the Federal Aviation Administration and further authorizes the Airport Director to enter into agreements with airlines that wish to use incentive funds to initiate nonstop service as specified in the Milwaukee (MKE) Air Service Incentive Program; and

BE IT FURTHER RESOLVED, the MKE Air Service Incentive Program will commence January 1, 2014, and remain in effect until December 31, 2017, after which Airport staff will evaluate its success and recommend whether it should be continued.
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