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Projected Short to Term Impacts of ‘Open Skies’ for West of Ireland 

1.
BACKGROUND

Since 2002, Ireland has gained market share of direct air services between the US & Europe. The 88% growth in peak capacity to Ireland in 2007 compared to 2002 has driven the recovery of the US market post 9/11. The US tourists continue to be the country’s most valuable visitors – outspending other visitors, visiting more regions of the country, and underpinning the viability of several asset intensive businesses. The US visitor market is especially valuable to the western seaboard. 

The new EU-US Air Service Agreement (‘Open Skies’), negotiated in March 2007 will significantly change the structure and dynamics of the air service market between the US and Ireland.  As of end March 2008, ‘open skies’ will prevail, eliminating any Shannon stop requirement and permitting any EU or US carrier to operate between any point in the US and any point in Ireland.

While the new open market for air transport between the two countries has resulted in immediate benefits, including an increase in the number of US gateways with service to Ireland, and the potential of new routes and carriers entering the market, there are immediate impacts on the level of service to/from Shannon Airport. 

From a tourism perspective the reduction in trans-Atlantic service at Shannon is of serious concern in the short-term to businesses on the west coast – from Donegal to Cork/Kerry. Historically the Shannon gateway has been the most important entry point for US visitors accessing the western seaboard.

2.
IMMEDIATE IMPACTS ON AIR SERVICES

Following the agreement on Open Skies, and the implementation of the previously negotiated transition agreement on service to/from Ireland, the immediate impacts have included:

· Launch of 3 new Aer Lingus routes from Dublin to Washington (Dulles), San Francisco and Orlando, (effective August / October) 

· The reduction in the requirement on the part of incumbent carriers to serve Shannon during the upcoming winter season, having amassed ‘credits’ over the summer season.

WINTER 2007/08 

Based on best information available it is apparent that:

· Ireland will benefit from an increase in the level of air services to/from the US, with 103 departures per week in each direction, compared to 80 last winter, representing a 25% increase in aggregate seat capacity. Service will operate from 10 US gateways, 4 more than last winter. 

· The increase is exclusively on Dublin non-stop services, while Shannon will see a reduction from 59 flights per week in each direction last winter to 34 for the coming winter – a 40% decrease in maximum available seat capacity.

· Frequency of non-stops (westbound) from Shannon will be down to 27 per week (compared to 48 last winter), as a result of the withdrawal and reduction by airlines serving Shannon.

SUMMER 2008 

With the range of possibilities open to carriers under the new regime it is difficult to project air services to Ireland for summer 2008. The following is put forward as a ‘base-line scenario’ based on best current intelligence and a number of assumptions – both subject to change.

· Frequency to Ireland will be up from 133 to 139 departures per week, representing a 3% increase in capacity, on routes from 10 gateways, 3 more than summer 2007. 

· A total of 49 US services will operate from Shannon, compared to 63 in 2007, with maximum available seats per week down by 27%. Non-stop US services (westbound) will be 42, compared to 56 in 2007.

· Dublin will continue to gain market share of available capacity, with 97 non-stop services per week, compared to 77 in 2007, providing a 27% increase in seat capacity.

Table 1: US Services ex Ireland 
(av. weekly departures)

	
	Winter 04
	Summer 05
	Winter 05
	Summer 06
	Winter 06
	Summer 07
	Winter 07*
	Summer 08*

	DUB-US non-stops
	32
	52
	33
	47
	32
	77
	76
	97

	SNN-US non-stops
	31
	45
	39
	67
	48
	56
	27
	42


Source: TTC

* Projected
3.
TOURISM IMPACTS

Changes in the level and distribution of air services between Shannon and Dublin are determining changes in the supply of tourism products and services. A snap-shot from the tourism trade would indicate a definite shift to meet expected demand from US arrivals in Dublin with a corresponding decline in the level of services on offer at Shannon.

Such shifts are evident from:

· Reports from major car hire providers of increased demand for the coming winter at Dublin with a corresponding decline at Shannon, as product offering in the market is more focused on Dublin. Car hire operators are relocating fleet to cope with the shift in demand. 

· Coach tour operators are increasing the concentration of itineraries starting and finishing at Dublin to capture the consolidation benefits of more services from more US gateways to Dublin. This shift will be most noticeable for summer 2008.

· A reassessment by market based tour operators of their programmes to particularly capitalise on new air routes into Dublin.

These changes have potentially very significant implications for the tourism industry, particularly businesses based in the west. The supply driven changes in pattern of arrivals and departures of US visitors will considerably change the behaviour and spending patterns of US visitor to Ireland.

In 2006, 617,000 Americans visited Ireland on holiday, out of a total of 945,000 visitors. Over the years there have been marked differences in the behaviour patterns of US visitors determined by their route arrival into Ireland.

Typically those who arrive directly into Ireland from the US (currently three out of every five holiday visitors) stay longer and spend more on average than those who arrive on indirect air services via another European gateway. Therefore a key strategic objective continues to be increasing the share of US holiday visitors who arrive on direct air services from the US.

However, past experience also shows that US holiday visitors who arrive via Shannon, compared to those who arrive via Dublin, display variances in behaviour patterns. Last year of the 617,000 American holiday visitors to Ireland, an estimated 223,000 arrived via Shannon and 167,000 arrived via Dublin, while 227,000 came indirectly via another European gateway. 

Typically Shannon arrivals  

· Stay longer;

· Are more mobile and more likely to rent a car; and

· Visit more regions/parts of the country.

Currently approximately one in four US holiday visitors to Ireland travel on a package arrangement – the incidence of buying packages has been in decline.   

Shannon has over a considerable number of years established itself as the prime gateway for leisure trips from the US, supported by an extensive network of tourist services and facilities in the immediate hinterland.

Table 2:  Significant Behaviour differences amongst US Holiday visitors (2006)

	
	Shannon Arrivals

[Est. 223,000]
	Dublin Arrivals

[Est. 167,000]

	Av. Length of stay 
	9.3 nights
	8.7 nights

	% Renting a car
	53%
	35%

	Regions visited (at least 1 night)
	
	

	Cork/Kerry
	76%
	41%

	Shannon
	70%
	21%

	West
	53%
	41%

	North West
	9%
	12%


Source: Failte Ireland, Survey of Travellers 2006

Over the past two years the average distribution of bednights spent by US holiday visitors in Ireland has seen 30% spent in Dublin and almost 60% spent in the western part of Ireland (NW, West, Shannon and Cork/Kerry regions), with the balance spent in East, Midlands and South East. Clearly those who arrive via Shannon are more likely to spend nights on the western seaboard.

From the above analysis it is obvious that any downturn in US holiday visitor arrivals at Shannon will have a detrimental impact on demand for car rentals and for bednights outside of Dublin, most especially in the Shannon and Cork/Kerry regions. Any decline in bednight demand will have a disproportionate economic impact in these areas, given the spending pattern of US visitors compared to other tourists. 

4.
ESTIMATES OF PROJECTED TOURISM IMPACTS

Based on likely level and distribution of air services for the coming 12 months it is possible to arrive at an estimation of the tourism impacts in the short term.

Assuming no major shift between Irish and US originating passenger ratios, the drop in capacity on offer via Shannon suggests that a corresponding decline in US arrivals of between a quarter and one third is probable, with a compensatory increase in Dublin arrivals. There is capacity for the aggregate level of US arrivals to increase over the winter period – with exceptionally attractive airfares, particularly from new gateways, partly offsetting the drop in US dollar purchasing power. However, for summer 2008, in the absence of any further increase in capacity or entry of a new carrier, growth will be limited by the 3% increase in direct capacity, coupled with increasing constraints on convenient connecting services for indirect arrivals.  

The net impact of a possible shift of between 25% and 30% of US holiday traffic from Shannon to Dublin in the short term, without any appreciable increase in overall capacity on direct routes to Ireland in 2008 could see:

· An estimated net loss of between 150,000 and 190,000 bednights in the country

· A reduction of up to 25,000 car rental days 

· At least 25,000 fewer Americans visiting (staying at least one night) in Cork/Kerry and up to 40,000 fewer Americans visiting the Shannon region. The Galway West region could see at least a drop of 15,000 US holiday visitors.

· The drop in visitation on the western seaboard, could mean a loss of between 180,000 and 230,000 bednights. This will be most evident in the hotel and rental sectors.  

· Up to an additional 40,000 bednights in Dublin and surrounding area.

· A redistribution of mobile services - car rental fleets and coaches - from Shannon to Dublin, with added congestion issues in Dublin together with higher operating costs for most businesses. 

Medium to longer term impacts will be dependent on the extent to which open skies stimulates the total market for Ireland from the US served by increased levels of air services and new routes. It is difficult to forecast the likely air market supply situation beyond 2008, other than the stated intent of Aer Lingus to expand with a larger fleet on US routes and the likely addition of capacity by other incumbent carriers where market demand justifies sustainable expansion.

5.
CONCLUSIONS & RECOMMENDATIONS

· The liberalised operating environment on trans-Atlantic routes while offering an expansionary opportunity for Irish tourism, will result in irreversible changes in the pattern of US holiday behaviour in Ireland. This will be most evident in dramatic shifts in the short term. The net impact on the tourism sector along the western seaboard is likely to be a drop in US demand and expenditures due to a decrease in arrivals via Shannon which in the short term may not be compensated by increases in demand from arrivals via Dublin. 

· A particular challenge will be ensuring the sustainability beyond the short term of the level of trans-Atlantic services scheduled to operate to/from Shannon over the coming 12 months. Open skies will change the dynamic within the airline sector with probable impetus for even greater consolidation of services to/from Dublin. Sustaining Irish originating demand for services from Shannon - currently accounting for up to 40% of total demand – will be equally important to securing longer term viability of routes and services.

· The challenges require a co-ordinated response by Government and the tourism sector if the policy objectives and targets of the Government are to be achieved. Any response should be strategic in its objective to continue to grow the US tourist market to Ireland.

Recommendations: 

While ‘open skies’ represents a major opportunity for growing tourism from the US to Ireland, the immediate short-term impacts need to be addressed.

1. As a matter of urgency, the Government should implement a tourism and economic plan for the region, to include funds for the promotion of the West of Ireland in the US market so as to overcome the short-term impacts of open skies. Such a plan was requested by the Minister for Transport prior to the introduction of open-skies, and was submitted in June 2006 by the Mid West Regional Authority.

2. A special budget allocation to Tourism Ireland for each of 3 years (2008-2010) should be directed at heightening the motivation to visit the western seaboard and to at least sustain the level of services to Shannon airport.

3. The additional marketing campaign in the US should be aimed at increasing the incidence of visit and the length of stay in the West, irrespective of entry gateway to Ireland. 

4. A coordinated development plan must be implemented to exploit the potential for expanded US-Ireland air services, including new routes over the medium term.

5. The policy in respect of the use of public funds for supporting the development of new air services from the US to gateways outside of Dublin should be based on the principles of generating new traffic, with minimum diversion and longer term sustainability, with the level of support linked to results.

6. A major effort to further develop air services from the UK and mainland Europe to airports in the West.

APPENDIX

US-RoI Services (one-way departures per week)

	Airline
	Route
	
	
	Summer 05
	Winter 05
	Summer 06
	Winter 06
	Summer 07
	Winter 07*
	Summer 08*

	Aer Lingus (EI)
	New York (JFK)

New York (JFK)

New York (JFK)

Boston

Boston

Boston

Chicago

Chicago

Chicago

Los Angeles

Washington (Dulles)

San Francisco

Orlando
	-

-

-

-

-

-

-

-

-

-

-

-

-
	Dublin

Shannon/Dublin

Shannon

Dublin

Shannon

Shannon/Dublin

Dublin/Shannon

Dublin

Shannon/Dublin

Dublin

Dublin

Dublin

Dublin
	8

6

5

-

-

12

7

-

-

5

-

-

-
	7

10

-

-

-

7

-

-

7

3

-

-

-
	7

14

-

-

4

7

7

-

-

5

-

-

-
	11

10

-

-

-

7

-

-

7

3

-

-

-
	14

-

7

7

-

7

-

7

7

7

-

-

-
	12

2

5

4

4

3

-

-

7

3

4

4

3
	14

-

7

7

-

7

-

7

7

6

5

5

4

	Delta (DL)
	Atlanta

Atlanta

Atlanta

New York (JFK)

New York (JFK)

New York (JFK)
	-

-

-

-

-

-
	Dublin/Shannon

Dublin

Shannon

Dublin/Shannon

Dublin

Shannon
	7

-

-

-

-

-
	7

-

-

-

-

-
	-

7

7

7

-

-
	7

-

-

7

-

-
	-

7

7

-

7

7
	-

7

-

-

7

7
	-

7

7

-

7

7

	Continental (CO)
	Newark

Newark

Newark
	-

-

-
	Dublin

Shannon

Dublin/Shannon
	7

7

-
	7

7

-
	7

7

7
	7

7

7
	7

7

7
	14

7

-
	14

7

-

	US Airways (US)
	Philadelphia

Philadelphia
	-

-
	Dublin

Shannon
	7

7
	-

-
	7

7
	-

-
	7

7
	4

-
	7

7

	American Airlines (AA)
	Chicago

Boston

Chicago
	-

-

-
	Dublin

Shannon

Shannon
	7

7

-
	5**

5

-
	7

7

-
	7**

-

-
	7

-

7
	7

-

-
	7

-

-


Source: Airline schedules/TTC

* Projected

** ORD-DUB-SNN-ORD






Irish Tourist Industry Confederation





_______________








Projected 


Short to Medium Term Impacts of Open Skies 


for 


Ireland





_______________























July 2007





� EMBED MSPhotoEd.3  ���





Prepared for ITIC with assistance from:





� EMBED PBrush  ���





ITIC, 17 Longford Terrace, Monkstown, Co. Dublin


Tel: 353 1 284 4222 Web: www.itic.ie





Irish Tourist industry Confederation












_1099120513.bin

