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|. Abstract

I. ABSTRACT

As a consequence of deregulation in the airlineisty, market forces rather than public
service considerations increasingly dictate sesvioeand from airports in Europe’s
peripheral areas. The new market advocates mdrketh management practices as a
means of satisfying airline customers and implneg &irports that adopt a more market-
orientated approach than their rivals will perfdoatter. This study investigates the
theoretical foundations of a market orientationjchitcan be defined as the organisation-
wide generation, dissemination and response toehanrtelligence. The main aim of this
study is to examine the relationship between markentation and the performance of

airports in Europe’s peripheral areas.

The research methodology was implemented usingstigmnaire-based survey that was
administered to the managers of 217 airports idifférent countries. Usable responses

from 86 airports were received and analysed.

The findings of this study suggest that airportshing to outperform competitors can do so
by adopting a market orientation and should seeottinually monitor and improve the
way in which they gather, disseminate and respomdarket intelligence. This will be
particularly effective when market turbulence igthand/or when the focus of the airport is
on developing leisure services. In addition, madteentation was found to have a positive
effect on performance because it means that agjpoet more likely to be innovative in
their approach to marketing. This means that ainpanagers should try to develop a
market-orientated culture with innovative marketprgctices in mind, and visa versa. The
fact that independently-owned airports have sigaittly higher levels of market
orientation than regionally-owned or nationally-e@grairports suggests that independent
ownership is more conducive to the developmentrobeket orientation.

The findings of this study do have a number offatons, the most notable being that they

are restricted to airports in Europe’s peripheraha. It is recommended that future
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research should be conducted on airports worldwideder to investigate differences
between a wider range of airport types and geoggaptegions. In addition, the findings

of this study suggest that a stakeholder oriemtaomportant for airports seeking to
improve their performance, especially smaller aitpthat are publicly-owned. It is
recommended that future studies should investigiatiecedents to and consequences of a
stakeholder orientation. Future studies should mgestigate whether a stakeholder
orientation has a greater effect on performance ghanarket orientation does, and whether

the two types of orientation complement each other.

Key terms: Europe’s peripheral areas; deregulation of Euroéatnansport markets;

market orientation; airport marketing performance
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Chapter 1: Introduction

1. INTRODUCTION

The main objective of this chapter is to introdtioe study and the structure of this thesis.
The chapter consists of six main sections. Tl $iection will provide the background
and rationale to the study. The second sectidrstate the nature of the problem. The
third section will highlight the aim and objectivethe study. The fourth section will
outline the proposed method of study. The fiftbtiom will highlight a number of
constraints and limitations of the study and tlxéhssection will illustrate the structure of
this thesis.

1.1 Background and rationale

The deregulation of European air transport mankeis not complete until April 1997.
Before this time, Europe’s airports operated in twbaften referred to as the regulated era
(e.g. Burghouwt and Huys, 2003) whereby air transpetworks were determined by

national governments and political (as opposedtoroercial) objectives.

Monopolistic conditions in the airline industry nmeahat there was minimal competition
between airports and there was a lack of incentiveduce costs and improve efficiency.
As a result, airports were mainly operations fodused airport marketing was something
of an oxymoron that was limited to passive appreaduch as the publication of an airport
timetable (Graham, 2003a). This was especiallyc#se in Europe’s peripheral areas
(EPA’s) where, before deregulation, the focus gé@its was on providing a public service
to the many small and isolated communities by tigkihem to the main transportation

networks (Reynolds-Feighan, 1995).

Before deregulation, air services to and from ER#ése somewhat protected because, in
exchange for monopoly rights on dense and proBtatlites, national airlines (or their
subsidiaries) would serve lightly-populated androfifable routes such as lifeline

domestic services to EPA’s (Williams, 2002). Altdgh many of these services would have
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been infrequent and operated by small aircraft wigh fares, their existence was fairly
well protected. However, “one of the consequendekeregulation has been the
elimination of cross-subsidy from loss-making dotieeservices and its replacement with
direct subvention” (Williams, 2002; p135), whichimsplemented through the Public
Service Obligation (PSO) programme.

The PSO programme was a proviso of the EuropeannU&U) liberalisation package of
July 1992 and was set up to compensate for thenpeshce of the obligation to operate
lifeline domestic services to EPA’s. However, &yRblds-Feighan (1995) concludes in

her paper, the benefits of liberalisation, desthiteuse of PSQO'’s, are not being spread to the
small communities. In addition, it has been sutggkeby Williams and Pagliari (2004) that

major inconsistencies exist in the approach andnasidmment to PSO’s across Europe.

The consequences of deregulation mean that futusemices to and from airports in

EPA’s may be increasingly dictated by unpredictainid rapidly changing market forces
rather than public service considerations (Reynékighan, 1995). Such consequences
offer both threats and opportunities to airportsause, despite being threatened by the loss
or reduction of air services that are not comméycidable, airports also face opportunities
to attract new routes and grow and expand existintgs that were previously constrained

by regulatory barriers.

1.2 Statement of the problem

Deregulated air transport markets advocate mankeditlmanagement practices as a
means of satisfying airline customers, which in keting terminology implies that airports
must have a market orientation (MO). MO can beneef as: “the organisation-wide
generation of market intelligence pertaining toreat and future customer needs,
dissemination of the intelligence across departgjeartd organisation-wide responsiveness
to it” (Kohli and Jaworski, 1990; p6). Deregulat@dtransport markets also imply that

airports that adopt a more market-orientated amprtiaan their rivals will perform better.
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The extent to which airports in EPA’s have ado@edO is fairly unclear and has never
been investigated by an empirical study, whichhy this particular study has been
developed. When considering anecdotal evidenge l(ang, 1999; Langedahl, 1999;
Eady, 2003; Carrara, 2005), it is clear to seegbate airports have developed market-
orientated management practices as a means di/sggiairline customers. However,
anecdotal evidence also demonstrates a wide \@riatithe practices that have been

adopted and the extent to which such practicesaemygzon airport performance.

Despite growing anecdotal evidence, little has lnbmre to develop a consistent measure of
airport MO or to develop a better understandinthefantecedents to and consequences of
airport MO. Indeed, empirical evidence is limiteda study by Advani (1998) and a paper
by Advani and Borins (2001) that were both basetherdata produced by Advani (1998).
Data was collected through a survey of 201 airpsaoddwide and was used to examine

the application of the MO concept to airports amelfactors that influence airport MO (i.e.
antecedents to airport MO). The study used MOnasdicator of service quality and

found that the MO concept can be successfully agpb airports. The study also found
that privatisation, top management emphasis, relvasgéd systems, and organisational size
have a significant positive effect on airport MBowever, the study was conducted in

1997 (before the consequences of deregulationdtiekt in Europe) and was based on a
worldwide sample of airports, which meant that mahthe airports would still have

operated in a heavily regulated environment.

Since the study by Advani (1998), a large bodyitefature on MO has been published and
this has helped to develop a better understanditigedVO concept. In particular,
literature has increasingly focused on the relatigm between MO and company
performance and the factors that moderate or nmesthatrelationship between MO and
company performance (e.g. see Langerak, 2003).rdlatonship between MO and airport
performance and the factors that moderate or nesthatrelationship between MO and
airport performance was not investigated by Ad\&ap8) and despite the growing body

of literature on MO, no further research has besrdacted on airports.
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1.3 Aim and objectives

In light of the gap in literature, the study airnsekamine the relationship between MO and
the performance of airports in EPA’s. The follogrifour specific study objectives form
the basis of the research:

1. To investigate and analyse the application of ti@& ddncept to airports in EPA’s.

2. Toinvestigate and analyse antecedents to MO poras in EPA’s.

3. Toinvestigate and analyse the impact of MO orpréormance of airports in
EPA’s.

4. To investigate and analyse factors that moderateentiate the relationship

between MO and the performance of airports in EPA’s

The outcomes of the study are expected to congitautheoretical aspects of the MO

concept as well as providing implications for magragof airports in EPA'’s.

1.4 Method of study

Upon completion of a formal critique of current amtevant literature, an empirical
analysis of airport MO will be implemented usingugestionnaire-based survey that will be
administered to airport managers. Previous engbisitidies on MO will inform the choice
of methodological constructs and analysis. Thetuides a classic paper on MO by Kohli
and Jaworski (1990) and the previous study on Hi® by Advani (1998).

Secondary sources of information will also be useitie study in order to define EPA’s,

identify their airports, and collate key airportala Primary data that is derived from the
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survey will be entered, along with the secondatgdato SPSS and will be analysed

using a range of descriptive and statistical tempines.

1.5 Constraints and limitations

Generalisation of the study is restricted to aitpar EPA’S. These airports are often
neglected in academic and professional literatttewever, the importance of these
airports to their local communities means that thayrant particular attention. In addition,
as is clear from discussions in section 1.1, tlagp®rts are particularly affected by
consequences of deregulation such as increasinghedictable and rapidly changing
market forces.

The outcomes of the study aim to inform airport agament of the practicalities involved
in adopting a MO and the antecedents to and coesegs of MO. In particular, the study
aims to inform airport management of the relatiogpffetween MO and airport
performance and the factors that moderate or neethatrelationship. To this extent the
study aims to consider the managerial implicati@inglO as opposed to public policy

implications.

1.6 Thesis structure

This thesis will provide a written account of thady and has been structured in order to

take account of academic best practice for constigia thesis (e.g. Dunleavy, 2003).

Chapter 1 has provided an introduction to the samythe structure of this thesis. Chapter
2 will provide a theoretical perspective to thedgtureviewing relevant literature that is

! SPSS is an abbreviation for the term ‘StatistRatkage for the Social Sciences’. This is a softwa
package for social scientists that was originalyeloped in the 1960’s (Bryman and Cramer, 199He
package is widely used by researchers to collaeareh data and can be used to conduct a rantmtisfisal
analyses. SPSS will be used to collate and andbtsein this study.
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already in existence and indicating where the sfitslynto debates around the subject.
Chapter 2 will also define some of the key termagyl that is used throughout the study.
Chapter 3 will describe the research questionsaimrge from the review of literature and
the hypotheses that will be tested by the studyap@er 4 will describe and justify the
methodology used to address the research questnuhtest the hypotheses. Chapter 5 will
provide an analysis of the findings in relatiortiie research questions and hypotheses.
Chapter 6 will provide a discussion of the mairdings within the context of relevant
literature. Chapter 6 will also discuss implicasdor airport managers, limitations of the
study, and recommendations for future researctle fiflal chapter, Chapter 7, will
conclude the study, summarising the main pointspradiding final comments. The
structure of this thesis, including chapter heasliagd headings for the main sections of

each chapter, is illustrated in figure 1.1.
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Figure 1.1 Thesis structure
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2. LITERATURE REVIEW

The main objectives of this chapter are to revielgvant literature that is already in
existence and to indicate where this study fits a#bates around the subject. This chapter

will also define key concepts and terminology.

The chapter consists of four main sections. Tist $iection will review literature on the
concept of peripherality including definitions amgasurements of peripherality;
disparities between central and peripheral area;the role of airports in peripheral areas.
The second section will review literature on detation, the driver for change that forms
the context to this study. In particular, the seteection will consider the evolution of the
airline industry from one of regulation to deredida, the impact that deregulation has had
on the provision of air services in EPA’s, and sgagent implications for the management
of airports in EPA’s. The third section will rewditerature on the marketing concept
including the definition and measurement of MO, legapions of the MO construct,
antecedents to and consequences of MO, and thevirark for examining the relationship
between MO and the performance of airports in EPABe fourth section will bring
together the individual strands of the literatueiew and will provide a summary of the
chapter.

Figure 2.1 illustrates the conceptual frameworkhefliterature review within the context
of the four main sections of the chapter.
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Figure 2.1 Conceptual framework of the literature eview
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2.1 Peripherality

This section will review literature on peripherglithus establishing the model for defining
peripherality in this study. It will also reviewdrature on the disparities between central

and peripheral areas, and the role of airporteipperal areas.

2.1.1 Defining and measuring peripherality

Peripherality is a vague and widely used concegdtréfers to the relationship between the
centre and the periphery of a given area. Theeagd widely used nature of the concept
is emphasised by Naustdalslid (1983) who statds‘thare is no such thing as a single
centre-periphery theory or concept....it is diffiguftnot impossible, to extract any
common element from the wide variety of usagefefcentre-periphery metaphor”
(Naustdalslid, 1983; p17). This statement is aetifrom the fact that peripherality can be

measured by any number of indicators includingiapé.g. relative distance costs),
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economic (e.g. relative economic vitality), socgtml (e.g. relative perceptions), political

(e.g. relative political power), and organisatio(@b. relative infrastructure).

The conceptual nature of the terminology meansitltain be applied to different contexts
and situations in different ways, often dependipgrupolitical objectives and/or local
viewpoints. For instance, peripherality is ofteewed as being a handicap to the
development of a region and a handicap that sefshaeal regions apart from other less
peripheral regions (Cross and Nutley, 1998; Eurog@ammission, 2000; European
Commission, 2003). However, the peripherality oégion may also be viewed as a
facilitator of opportunities such as structuraldung, residential desirability, low wage

costs, or the attraction of tourists seeking a tereaperience (Ball, 1995).

This study has a European perspective and at trepEan level, peripherality is usually
defined by spatial indicators (also known as gyawvibdels) that compare levels of
accessibility and/or accessibility to potential kets or economic activity (e.g. see
Spiekermann et al., 2002; Gren, 2003). In thigexdn peripherality implies that central
areas with better access to markets will be masdymtive, competitive and successful
than remoter and more isolated peripheral aream@kier, 1997). Table 2.1 highlights the
three main types of peripherality indicator thatdndeen used in previous European
studies.

The travel time/cost indicator specifies a setastohations (e.g. all cities over a specific
size or level of attraction) and is applied to gfadvhere not all destinations are deemed
relevant (e.g. Lutter et al., 1992; Chatelus andd)I1995). One of the disadvantages of
this type of indicator is that it does not distirgfubetween destinations of different sizes,
so cities at the lower end of the scale exert #mesamount of influence as cities on the
higher end of the scale (Copus, 1997). The marmardge of the travel time/cost indicator
is that the expression of units (e.g. average tmmst) is familiar and easy to interpret
(Schirmann and Talaat, 2000).

10
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Table 2.1 Peripherality indicators used in previoustudies

Indicator Basic description European studies
Travel Travel time or cost to a specific set of Lutter et al. (1992); Chatelus and Ulied
time/cost activities (e.qg. all cities over a specific size p(1995)

level of attraction)

Daily Activities reached (e.g. population, GDP or| Chatelus and Ulied (1995);
accessibility | employment) within a certain time Spiekermann and Wegener (1996)
Potential Activities reached (e.g. population, GDP or| Keeble et al. (1981); Owen and

accessibility | employment) weighted by a function of trayeCoombes (1983); Keeble et al. (1988);

cost (e.g. travel time by car, lorry, rail, air or Linneker and Spence (1992); Gutierrez

multi-modal means of transport) and Urbano (1996); Copus (1997)

The daily accessibility indicator specifies a sebant of time for travel, which as the name
of the indicator suggests, is usually expresseadrims of a day (e.g. three to five hours,
one-way). This type of indicator is applied todies where only destinations that can be
reached within a set time are of interest (e.g.t€lha and Ulied, 1995; Spiekermann and
Wegener, 1996). The application of this indicatobusiness travel is particularly common
as it can be used to compare how long it takessmebss traveller from different
destinations to travel to a certain city, condteirt business there and return home
(Chatelus and Ulied, 1995). Similarly to the tiatume/cost indicator, the daily
accessibility indicator excludes irrelevant dedgtmas (i.e. those that cannot be reached
within the set time of travel) but is easy to ipret (Schirmann and Talaat, 2000).

Potential accessibility indicators take accourtbath the size and distance of destinations
and are based on the assumption that: “the attraofia destination increases with size and
declines with distance or travel time or cost” (&chann and Talaat, 2000; p9). This type
of indicator is considered superior to travel tioost and daily accessibility indicators as it
is founded on sound behavioural principles. Howete units are difficult to interpret

and must usually be presented as a percentagedge/accessibility of all regions
(Schirmann and Talaat, 2000).

11
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Travel time/cost and daily accessibility indicatbesre been widely used in aviation-related
studies in order to illustrate the peripheralityaafertain study area. For instance, Greaves
(2003) uses a travel time/cost indicator to illattrthe peripherality of Cornwall in relation
to other parts of England. Similarly Pagliari (3p@ses a travel time/cost indicator to
illustrate the peripherality of the Highlands asthhds region of Scotland in relation to
other parts of Scotland and MacLeod (2003) useslg dccessibility indicator to illustrate
the peripherality of the same region. Gloerse®%2@lustrates how each of the three
types of peripherality indicators (i.e. travel tilmest indicator, daily accessibility indicator
and potential accessibility indicator) can be useah aviation context. Examples of the
three peripherality indicators in practice are jled in figure 2.2.

The travel time/cost indicator in figure 2.2 is édsupon rail travel times for 10x10
kilometre raster cells to large cities in 2010 (t&&s with a population of more than
250,000). The European average is 22 hours. few/ shaded orange, red or brown is
above average and can be considered as being @effpirhe daily accessibility indicator
in figure 2.2 is based upon the population in 201 can be reached by a return trip by
rail in a single working day (in five hours of telyone-way, door-to-door). On this map,
the darker coloured areas are considered to be ceoteal than the lighter coloured areas
and for people travelling from the most peripherraas (expressed on the map by the
lightest shade of gredn less than one million inhabitants can be readfyed return trip by
rail in a single working day. The potential acdeity (gravity) indicator in figure 2.2 is
based upon the potential population in 2010 thatbsareached by rail. Areas with the
highest level of potential accessibility are expesson the map by the darkest shade of red
whilst the areas that have the lowest level of pdéaccessibility are expressed on the
map by the lightest shade of gréen

2 If the reader is viewing this document in blacki avhite, areas with an above average travel tinsé/a®
expressed by the three darkest shades on the map.

3 If the reader is viewing this document in blacki avhite, the most peripheral areas are expresstin
lightest shade on the map.

* If the reader is viewing this document in blacki avhite, the areas with the highest level of pagnt
accessibility are expressed on the map by the diaskade whilst the areas that have the lowesk téve
potential accessibility are expressed on the mahdyightest shade.

12
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Figure 2.2 Peripherality indicators
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Figure 2.2 Peripherality indicators (continued)
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Figure 2.2 Peripherality indicators (continued)
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A variety of indicators can be developed with difiet measurements of activity and modes
of travel, and the measurements used for eachatatishould always reflect the nature of
the study. For example, if using a potential asibéigy model, travel time by passenger
car tends to represent the perspective of seraoganies and consumers (i.e. the markets
that can be reached from a particular region) whidsrel time by freight lorry tends to
represent the perspective of producers on potenaakets such as industry, jobs and

business opportunities (Schirmann and Talaat, 2000)

Whilst the three examples in figure 2.2 demonstitadie the indicator used will determine
the distribution of accessibility, they also dentoai® similarities between indicators and a
common centre-periphery pattern can be seen thefiéxtive of the concept of the ‘golden
triangle’ or ‘blue banana’ (referred to in literegusuch as Kilby, 1980; Hanlon, 1999).
Europe’s most accessible regions are those that@sest to Europe’s core areas of
economic activity (e.g. within a triangle or banamaped distribution that includes
London, Paris, Geneva, Prague, Berlin, AmsterdasnBanssels). Europe’s least
accessible (i.e. peripheral) areas include théheanmost areas of Scotland, parts of
Ireland, the Nordic countries, the Baltic Statestp of Eastern Europe, parts of Southern

Europe and the Mediterranean islands.

One aspect that the peripherality indicators reewso far do not measure is the ‘perceived
degree of remoteness’, which is determined by ttyjees of permanent structural

handicap: sparse population island regions; andintain areas (Gloersen, 2005). As a
result, alternative and/or additional measureségoeripherality indicators can be used to
define peripherality. Studies of interest incl&Ehirmann and Talaat (2000) for
population density, European Commission (2003)diand regions, and European
Commission (2004) for mountain areas. Figure [Bi8trates the population density of
Europe’s NUTS f regions (i.e. regions with a population density®0 inhabitants per

® In order to collect and compare data on diffestates and their regions, Eurostat have defined a
Nomenclature of Territorial Units for StatisticsNS) (Eurostat, 2003), which is based primarilytioa
institutional divisions of states at different l&szeThe present NUTS system divides the countridsurope
into five levels (three regional and two local)okwm as NUTS | through to NUTS V.

16



Chapter 2: Literature Review

square kilometre or less, which are expressed®mtp by the yellow shading and by the
lighter shade of oran§eand Europe’s mountain areas (expressed on thémugsk

brown).

Despite subtle differences between indicatorsgark 2.2 and figure 2.3, the general

centre-periphery pattern is maintained.

Table 2.2 lists Europe’s island regions accordmfgdth NUTS 1l and NUTS |lI
classifications. Most of the island regions listedable 2.2, at both NUTS Il and NUTS

Il are located in Southern/Mediterranean Europg. (erance, Spain, Italy and Greece) but
a number of island regions are located in Nortlt&rrope (e.g. Scotland, Sweden and
Denmark). The location of the islands tends td@on to the centre-periphery pattern that
has been illustrated so far. For instance, tlamdstegions tend to be located in peripheral
areas (according to the peripherality indicatorBgare 2.2) and many of the island regions
are mountainous (according to the mountain aregsimiigure 2.3). The only exception

to the centre-periphery pattern comes when pouatensity is considered (e.g. in figure
2.3) as many of the island regions in table 2.2natesparsely populated. This is because
the islands tend to have a relatively small surtaea so the population is more densely
concentrated. However, the high population dergigs not compensate for their

inaccessible location.

® If the reader is viewing this document in black avhite, regions with a population density of 100
inhabitants per square kilometre or less are espteen the map by the two lightest shades.

" If the reader is viewing this document in blacki avhite, Europe’s mountain areas are expressehieby t
darkest shade on the map.
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Figure 2.3 Measures of the perception of remoteness
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Figure 2.3 Measures of the perception of remotenegsontinued)
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Source: Schirmann and Talaat (2000)
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Table 2.2 Europe’s island regions

NUTS Il Code and region No. of islands NUTS IIl Coe@ and region | No. of islands
FR83 Corsica 1 ES631 Ceuta 1
ES53 Balearic Islands 4 ES632 Melilla 1
FI20 Aland 11 DKO007 Bornholm 1
ITA Sicily 15 SE034 Gotland 1
ITB Sardina 5 UKJ34 Isle of Wight 1
ES63 Ceuta & Melilla 2 UKM44 Hebrides 3
GR22 loanian Islands 12 UKM45 Orkneys 12
GRA41 Voreio Aigaio 10 UKM46 Shetland 9
GR42 Notio Aigaio 42 GR421 Dodecanese 18
GR43 Crete 2 GR422 Cyclades 24
GRA411 Lesbos 3
GR412 Samos 4
GRA413 Chios 3
GR221 Zakynthos 6
GR222 Corfu 2
GR223 Keffalinia 3

Source: Adapted from Plainstat Europe and Bradlgytiar Associates (2003)

A number of island regions are missing from theifigable 2.2. The most obvious ones
include the Isle of Man, the Channel Islands amdRaroe Islands. This is because these
regions are not included in the NUTS classificabmegions. In addition, the list in table
2.2 does not include island regions from the 1testthat joined the EU in May 2004 (e.g.
Cyprus and Malta), islands from the countries ef Huropean Free Trade Association
(EFTA)® (e.g. Svalbard and the Lofoten Islands in Norway)slands belonging to
Europe’s outermost regions such as Guadeloupejitare, Réunion, the Canary Islands,

the Azores, and Madeira.

8 The current members of the EFTA are Iceland, Ngn&avitzerland and Liechtenstein.
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2.1.2 Disparities between central and peripheral &as

The locational disadvantages of peripheral areasf€n associated with ‘disparities’;
negative factors that are comparable with centedsaand are a consequence of high
distance costs and/or a perceived degree of remsgeA number of disparities are listed
in table 2.3.

Table 2.3 Disparities between central and periphetareas

Central areas Peripheral areas

High levels of economic vitality and a diverse Low levels of economic vitality and dependent o

=]

economic base traditional industries

Metropolitan in character. Rising population More rural and remote — often with high scenic

through in-migration with a relatively young age | values. Population falling through out-migration

structure with an ageing structure
Innovative, pioneering and enjoys good Reliant on imported technologies and ideas, and
information flows suffers from poor information flows

Focus on major political, economic and social Remote from decision-making leading to a sens¢ of

decisions alienation and lack of power

Good infrastructure and amenities Poor infrastmgceind amenities

Source: Adapted from Botterill et al. (2000)

Obviously, some exceptions to the disparities alifays exist. For example, devolution in
the United Kingdom (UK) means that Scotland, orazdriom the decision-making
processes of Whitehall in London now has a streggpnal office of its own. In addition,
despite being fairly peripheral, many Scandinavegions are strong economic performers
that display innovation and entrepreneurship, aafhgin the hi-tech industries such as
telecommunications. However, in general, the local disadvantages are a reality for
EPA’s.

The European Commission (EC) recognises the disaalges that are faced by peripheral

areas and uses a combination of quantifiable arcbped measures of remoteness in its
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criteria for structural funding. For example, Qtijee 1 is a structural fund that promotes
the development and structural adjustment of ‘remmegions’ and the fund applies to
Europe’s outermost regions (the four French overdepartments of Guadeloupe,
Martinique, French Guiana and Réunion; the Cargants, which form part of Spain;
and, the Portuguese islands of the Azores and Ivigdmnd regions with a very low
population density. Objective 1 also applies @ioas whose development is lagging
behind. This is determined by an average Grossd3tmProduct (GDP) of less than 75%

of the European average (European Commission, 2005a

Figure 2.4 illustrates the regions (of EU membates) that are eligible for Objective 1
funding (those regions that are highlighted in@acthe ma}) or are receiving transitional
support (those regions that are highlighted in minkhe maff). Obviously, Objective 1
only applies to members of the EU and thereforéuebes countries such as Norway and
Iceland. However, yet again, the common centrgpery pattern emerges whereby the
regions that are most eligible for funding are thtisat are located in Europe’s more
peripheral areas including northernmost areas ofl&ud, parts of Ireland, the Nordic
countries, the Baltic States, parts of Eastern pirparts of Southern Europe and the

Mediterranean islands.

° If the reader is viewing this document in blacki avhite, regions that are eligible for Objectivéuhding
are highlighted in black on the map.

19If the reader is viewing this document in blacki avhite, regions that are receiving transitionaisart are
highlighted in grey on the map.
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Figure 2.4 Objective 1: eligible regions or regiongeceiving transitional support
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2.1.3 The role of airports

If the disadvantages of peripheral regions areslihto their relative inaccessibility, it can
be assumed that fast, efficient and affordablesecttethe main transportation networks
will help to reduce the negative consequencestfieedisparities) of inaccessibility. Of all
available transport modes, air transport is pddityimportant for the development of
peripheral areas because it is by far the mostieffi mode of transport for areas that are
said to be disadvantaged by the effects of inaduégs(Rodrigue, 2004).

The importance of air transport to peripheral ais@&mphasised by Reynolds-Feighan
(1995). She states that: “air services to smatimoinities and to isolated communities
play a vital role in linking these centres to thaimtransportation networks and thus
improve accessibility of these communities” (ReylseFeighan, 1995; p467). Airports (as
providers of infrastructure for air services) fédatle accessibility and therefore promote the
social and economic integration of their regiorg #ms has been acknowledged in a
number of academic and professional studies (egefson, 1995; Graham, 2003b; ACI-
Europe, 2004; Barrett, 2004). Gloersen (2005) eyoas so far as to suggest that the
presence of an airport may be a determining fdotadifferentiating between viable and

non-viable peripheral communities.

The impact of airports on the accessibility of pbaral areas is illustrated by figure 2.5,
which compares population accessed by road witlilptipn accessed by air for NUTS Il

regions.
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Figure 2.5 Population accessed by mode of travelrf®lUTS IIl regions

Population by road: NUTS IlI

B 0< 25 extremely peripheral
B 25 < 50 very peripheral
50 < 75 peripheral
75 < 100 intermediate, below average
100 < 125 intermediate, above average
BN 125< . central EU =100

Source: Schirmann and Talaat (2000)
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Figure 2.5 Population accessed by mode of travelrf®UTS IIl regions (continued)
Population by air: NUTS I

Bl o0< 25 extremely peripheral
IR 25< 50 very peripheral
S0 50< 75 peripheral
75 < 100 intermediate, below average
S 100 < 125 intermediate, above average
BN 125< .. central EU = 100

Source: Spiekermann and Neubauer (2002)
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When accessibility by air (using population asdbestination activity) is compared to
accessibility by road, the patterns are very défifier Regions that have major international
airports such as Copenhagen and Malmd in Northarage or Mallorca in Southern
Europe suddenly become relatively central. Evemoter parts of Northern Norway and
Finland become less peripheral when air accessnsidered because of the provision of

fairly large airports in areas such as Tromsg iniy and Rovaniemi in Finland.

Smaller airports in peripheral areas do not apfrearfluence the accessibility of their
region on a European scale (according to figurg primarily because of the limited
number of connections or lack of access to hulnasp However, these airports play a
significant role in regional development that iteafgreater than their size would indicate
(York Aviation, 2002). This includes providingiéeline to isolated communities and
access to essential services. For instance, &rage particularly important in mountain
areas or on islands because they facilitate atoesssential services such as health (e.g.
hospitals), communications (e.g. post and newsjc&tbn (e.g. schools, colleges and
universities), freight (e.g. supplies of food atatlting) and relatives. Examples are
especially prevalent in peripheral parts of Nomth8candinavia and the Scottish Highlands
and Islands where the lack of access is often canged by small populations spread over
large distances therefore people have to travebfgain access to such services (European

Commission, 2003; European Commission, 2004).

The importance of airports reaches much furthen giraviding a lifeline to small and
isolated communities. According to a number ofrses (e.g. Mason, 2003; ACI-Europe,
2004; Congdon, 2004; Mason, 2004), airports hagetiential to:

* support jobs in the local area;

» attract inward investment;

* influence company location and retention;

» enhance the competitiveness of regions and theipeaaies;

* promote exports;
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» support social opportunities for travel; and,

» facilitate the development of inbound tourism.

The potential for airports to facilitate the dey@izent of inbound tourism in EPA’s has
been evident throughout the last half-century whiédevelopment of mass tourism in
southern/Mediterranean destinations, many of whrehisland regions. In more recent
years, the evolution of skiing holidays has prodidgportunities for mountain areas in
Scandinavia and in Central and Southern Europethdsourism industry continues to
grow and diversify, the demand for new types ofisya such as nature-based tourism (as
an alternative to the traditional sun, sea and paic#lage) is offering increased
opportunities for non-traditional destinations (Rp©993), many of which are located in
EPA’s. However, the marketplace for tourism ishiygdynamic and competitive and
peripheral areas are at a disadvantage from moteatareas due to their relative isolation
and lack of affordable access (Mykletun et al.,220C~or this reason, the provision of
appropriate and affordable transport infrastructsief paramount importance to the
development of inbound tourism. The fact thatdiseim tourism are moving towards a
shortening of the longer main holiday in favousbbrter, fragmented holidays (European
Travel Commission, 2005) further lends itself toteansport due to the time cost savings

that it can generate compared to other transpodiesio

The importance of transport to peripheral areasdsgnised by the EC and it is for this
reason that transportation networks are high optiiey agenda for the EC’s objectives

for social and economic cohesion. For instaneeBlropean Commission states that:

“in contributing to the implementation and develagamof the Internal Market, as
well as re-enforcing economic and social cohesibe,construction of the trans-
European transport network is a major element iareenic competitiveness and a
balanced and sustainable development of the Europkdon. This development
requires the interconnection and interoperabilifynational networks as well as the
access to them” (European Commission, 2005b).
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To achieve their objectives, the EC has establidmads-European Transport Networks
(TEN-T), guidelines covering the objectives, pties, the definition of projects of

common interest, and the main themes of the enetsageasures (European Commission,
2005b). However, what is surprising about the TEN-their lack of focus on air

transport. For instance, out of twenty-two pripprojects or project extensions adopted or
proposed between 1996 and 2001, only one wasaasport-related (Milan Malpensa
Airport) (European Commission, 2005c). Of the rammay twenty-one projects, fourteen
were rail-related, three were multi-modal (rail andd), two were road-related, one was
river-related, and one was related to the globaigation and satellite positioning system,
Galileo.

The Assembly of European Regions recognises tteofaiocus on air transport by the
TEN-T and suggests that:

“regional aviation must be included in the TEN (fisaEuropean Networks), which
currently fails to mention regional aviation. Thaportance of the regional aviation
sector needs to be appreciated in its functionrofrting inter-modality in

Europe” (AER, 2004; p3).

Reasons for a lack of focus on air transport magideeto the increasing environmental
pressure on aviation, congested skies over Eunop@iaEurope’s main airports, and the
fact that intra-European routes are relatively shod can be served by surface transport.
However, it may also be due to the fact that aingport markets in Europe are now
deregulated and that an increasing amount of imesst therefore comes from the private
sector. Deregulation has had major consequencedrfmrts in EPA’s, especially on the
way in which they are managed and their abilitgttoact new routes and grow and
maintain existing routes. The process of dereguiand the consequences for airports in

EPA's is the focus of section 2.2.
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2.2 Deregulation

The deregulation of air transport markets has hdimatic impact on the air transport
industry and a wealth of literature has been predun the subject including a number of
key text books (e.g. Meyer and Oster, 1984a; MayerOster, 1984b; Button, 1990;
Dempsey and Goetz, 1992; Williams, 1993; Button &taigh, 2000; Sinha, 2001;
Williams, 2002). Most of the literature tends tadis on the implications of deregulation
for the airline industry. However, the implicatgofor airports, including those that are
located in EPA's, are receiving increased attentiBefore considering literature relating to
the implications of deregulation on airports in E®Aiterature relating to the process of

deregulation, primarily of European air transpoarkets will be reviewed.
2.2.1 Bilateral regulation of Europe’s internationd markets

Burghouwt and Huys (2003) summarise the evolutioth® European air transport
industry from a period of bilateral regulation teeoof limited competition. They explain
how from the Second World War onwards, the Euro@atransport industry was
characterised by bilateral regulation and thetyiof the national government, the national
carrier and the national airport. Under this tginindividual nations that wished to develop
international air transport links would negotiaggeements on a bilateral basis. These
agreements were known as bilateral Air Service Agrents and were negotiated by
governments within the framework of the five ‘freads of the air’ defined by the Chicago
Convention in 1944 (Hanlon, 1999). The five freedaallowed governments to negotiate
the following rights:

To fly over one country en-route to anothe¥ {teedom).
To make a technical stop in another country (egfifel) (2 freedom).

To carry passengers from home to another counftyré@dom).

A w0 DN PF

To carry passengers from another to home counftyrégdom).
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5. To carry passengers between two countries by &neagof a third, on a route that

originates or terminates at homé' @eedom).

The first two freedoms would usually have takercplas a matter of cause. However,
governments would bargain with one another foretkehange of the third, fourth and fifth
freedom rights and would try to lever the agreemémtheir own advantage. Governments
would agree the number of gateways (airports)desgnated carriers, and the division of
seat capacity whilst tariffs were derived from dems by the International Air Transport
Association (IATA}!. More specific details pertaining to the featuségaditional Air

Service Agreements can be found in Doganis (2001).

The period of bilateral regulation meant that indial nations were able to protect the
interests of their own airlines and airports andeaable to determine the nature and
geographic distribution of air transport networksl énfrastructure. This meant that each
nation would have its own dominant airline and aitpeach of which would be primarily
state-owned and heavily subsidised. They would laésconsidered to be status symbols
for their respective nations. The monopolistiaaiton meant that there was minimal
competition, high prices, and a lack of incentigedirlines or airports to reduce costs and

improve efficiency (Burghouwt and Huys, 2003).

Most nations were able to develop a national @réind a national hub airport (e.g. British
Airways and London Heathrow Airport in the UK, bathwhich were owned by the UK
government). The only major competition on intéiorzal routes came from charter
carriers that fell outside of the scope of bilateegulation (Doganis, 1991; Papatheodorou,
2002). These carriers helped shape internaticetalorks and infrastructure to and from
larger regional centres such as Birmingham and Kester in the UK, primarily serving

the inclusive tour package markets from northersaigthern European destinations.

111ATA is an association of international airlinémt was founded in 1945. More information aboUEAA
can be found avww.iata.org
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2.2.2Ad hocregulation of Europe’s domestic markets

Domestic air transport markets in Europe have laésm characterised by a period of
regulation. However, regulatory controls were dateed by individual nations, as
opposed to the bilateral system of Air Service &gnents that was used to govern
scheduled international services within and out#igeEU. In most instances, governments
awarded contracts to flag carriers or their subsiels to operate under monopolistic
conditions on domestic routes. For instance, attiegrto Williams (2002):

» the French Government authorised Air Inter to ogettae domestic route network
in France;

» the national airline of Spain (Iberia) and its sdizsy (Aviaco) had a monopoly
over the provision of domestic routes in Spain;,and

» the Norwegian Government granted Norway’s busm@ster (Oslo to Bergen),
routes in the north, and routes between the nardhsauth to SAS (the
multinational airline). Braatens SAFE operatedtsern routes and Widerge

operated routes connecting Norway’'s remoter coestdommunities.

This ad hocapproach to domestic regulation was also obsdyydgutton and Stough
(2000) who describe how each nation within the EBd its own philosophy and approach
to economic regulation. For countries where doimestiation is relatively important such
as France, Spain and Greece, regulations on mamkgtand fares were traditionally
heavily regulated (Button and Stough, 2000) wHdstother countries such as the UK, a
more liberal approach to domestic air transporicgokespecially in terms of the allocation
of licenses and acceptance of fare flexibility wdspted (UK CAA, 1988). The more
liberal approach adopted by the UK suggested thrapetition on domestic routes was
beneficial. However, the benefits were not adveddty other countries such as France,
Spain, Italy, and Germany who were less inclineddopt a liberal domestic policy (Button
and Stough, 2000).
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2.2.3 Justifications for regulating European air tansport markets

The justifications for regulating European air 8part markets were wide-ranging.
According to Williams (2002), “the perceived needtovide essential air links between
communities provided the justification for regutatithe supply of air transport services [in
this way]” (Williams, 2002; p15). Other justifigabs have been highlighted by Button and
Stough (2000) and include:

the need to protect national interests by protgatiational carriers that serve wider

economic and military roles;

» the need to ensure market stability, safety statsdand the provision of an
institutional framework for a rapidly expanding usdry;

» the need to protect the public from monopoly explion; and,

» the need for nations to protect their ability tgpest aviation services and promote

earnings from foreign trade.

From an airline perspective, regulation meant éiines were able to cross-subsidise less
profitable routes with the profits made on morefipeible routes, whilst governments

prevented the abuse of monopoly power by reguldéinglevels (Williams, 2002).

During the regulated era, some countries benefiited the ability to use their bargaining
position or historical factors to develop stronggmational and domestic networks.
However, thead hocregime didn’t encourage an efficient air transggdtem, it worked
against the unification process of the EU, andéetl growing opposition from airlines and

consumer groups.

2.2.4 Deregulation in Europe

Reforms in Europe were gradually accompanied byageisector involvement. For

instance, in 1987, the UK government privatisedrtagonal airline, British Airways and
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the main airports. Other countries pursued a grasklling off of stock as in the case of
Germany with Lufthansa and Holland with KLM. Hovesyairports in other countries

tended to remain in the public sector.
The next stage on the road to reform was the dé&tgu of a number of domestic markets
around the world. Table 2.4 highlights a numbedahestic European markets and the

year in which their deregulation process was cotaple

Table 2.4 Deregulation of Europe’s domestic markets

[Country [ Year of deregulation |

Sweden 1992
Germany 1993
Ireland 1993
Italy 1993

Norway 1993
Portugal 1993
United Kingdom | 1993
France 1994
Spain 1994

Source: Adapted from Williams (2002)

The economic controls over many international rmérimarkets have been reduced in recent
years. However, Europe is the only internationatkat to have achieved a full
deregulation of its air transport services andwas achieved through the progressive

introduction of three packages of liberalisatfofDoganis, 2001).

12 | iberalisation is a gradual and phased form oégdefation. An instant form of deregulation wasdige
deregulate air transport markets in the UnitedeStaf America (USA) in 1978 but European air tramsp
markets were liberalised using a gradual threeghagroach, which was seen as being able to miaimis
short-term market fluctuations, allow time to ad@pthange, and provide a framework within whicligyo
errors can be detected (Button and Stough, 2000&. remainder of this thesis will use the term delation
when discussing the liberalisation of Europearirainsport markets, except when the term liberatinas
used in a quote, in which case the quoted termiyolall be used.
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The first package of European deregulation wasdhiced in 1987, the second package
was introduced in 1990 and the third package wasemented between 1993 and 1997.
Each package reduced restrictions on setting m@sf&hoosing frequency and capacity,
and choosing entry and exit routes (Button etl@98). European deregulation resulted in
the creation of the European Aviation Market, whicirently consists of the EU member
states and three member states of the EFTA; SvatmkrNorway and Iceland (European
Commission, 2005d5. Liechtenstein belongs to the EFTA but does moehan airport

that provides commercial air services.

It is important to note that an extended systeibilateral Air Service Agreements still
determine agreements between nations outside @ utepean Economic Area (EEA)

and between EEA nations and non-EEA nations (Dag&0i01). In addition, the EU can
intervene when the market is structurally out dabee (i.e. if the industry experiences a
sustained downward trend in fares or if nation$ tfee need to support necessary, but
unavailable routes to peripheral areas through BSBuropean Commission, 2005e). The
current situation in Europe is therefore sometineésrred to as a period of limited

competition (Burghouwt and Huys, 2003).
2.2.5 Impact of deregulation in Europe

According to Baumol (1982), deregulation is pajtistified on the presumption of
competition working in thick markets and the sigrafice of contestability on thin routes.
However, literature on the impact of deregulatiofcurope appears to report mixed
findings.

Studies (e.g. UK CAA, 1995; European Commissio®7)have considered the impact of
the deregulation of European air transport marketgeneral, the impact is considered to

13 Readers should note that membership to the Eunofveiation Market changes over time and that the
countries stated as belonging to the European iaidflarket were correct at the time of this study.

Y The current members of the EEA are three of the ESiTA states (Iceland, Norway and Liechtenstein bu
not Switzerland) and the 25 EU member states.
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be very positive for airports as it has widenedarpmities and intensified competition
amongst airlines. It has also spawned the evelufdow-cost carriers, a new source of

traffic potential for airports. For instance, theropean Commission (2005f) states that:

» the number of scheduled airlines established irfEtB& has risen from 77 in 1992
to 139 in 2000; and,

» the number of air routes between different memtages of the EU has increased
by 30% since 1993.

Despite suggestions that deregulation has wideppdrtunities and intensified

competition, the scope appears to be restrictedstoall number of dense routes (European
Commission, 1997). This has been observed by &a{fi003) who asks: “to what extent
has EU liberalisation benefited Europe’s periphezglons where traffic levels are
significantly lower and air transport provision nhumore essential to the social and

economic development?” (Pagliari, 2003; p5).

EPA’s have a good distribution of airports that evdeveloped for military or regional
development purposes (Barrett, 2004). The sitndigfore deregulation meant that in
exchange for monopoly rights on dense and progtatlites, flag carriers (or their
subsidiaries) would serve lightly populated androfifable routes such as those providing
essential air services to peripheral areas (Wikia2®02). Although many of these services
would have been infrequent and operated by snraliadi with high fares, their existence
was fairly well protected (Barrett, 2004). HoweVvEme of the consequences of
deregulation has been the elimination of crossidyligom loss-making domestic services

and its replacement with direct subvention” (Withis, 2002; p135).

The PSO programme was a proviso of the 1992 paakagy deregulation and was set up
to compensate for the performance of the obligatooperate lifeline domestic services to
peripheral areas. However, as Reynolds-Feigha®bjl®ncludes in her paper, the

benefits of deregulation, despite the use of PS@&not being spread to the small
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communities. In addition, it has been suggeste@bljams and Pagliari (2004) that major
inconsistencies exist in the approach and commitimeeRSO’s across Europe. This is
demonstrated in table 2.5 where it can be seerPth@'s are widely used in some
countries such as Norway and France but not inrethiech as Iceland, Germany and the
Irish Republic.

Table 2.5 Number of domestic market PSO’s by counyr (September 2001)

[ Country [ Number of PSO’s |
France 46
Germany 5
Iceland 1

Irish Republic | 5

Italy 6
Norway 61
Portugal 10
Scotland 12
Spain 10
Sweden* 1
Key:

* = Ten more PSO’s were introduced in 2002.

Source: adapted from Williams and Pagliari (2004)

The elimination of cross-subsidies from loss-maldogestic services and the inconsistent
use of the PSO programme across Europe mean ¢hatdléhof air transport as a public
service has been diminished in some areas and &@s way to unpredictable and rapidly
changing market forces. This explains why theatfta air services to peripheral areas is
often presented as an adverse outcome of dereguldfior example, in her case study on
the effects of deregulation on Irish regional aitppReynolds-Feighan (1995) found that
deregulation created market turbulence, charaetéhy cyclical and permanent reductions
in air service provision. Hanlon (1992) provides following quote from Dempsey

(1990), which supports the findings of Reynoldsghan (1995) and states that:
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“while deregulation has a class of beneficiariespnsumers in small towns and
rural communities are not amongst them. With fimieation of entry and exit
regulation, airlines have been free to reduce theiel of service to less lucrative
communities and focus their energies and equipmemtore profitable market
opportunities. The result of airline deregulatisithat many small communities

have experienced a drastic reduction in air serv{&empsey, 1990; p183).

Pagliari (2005a) provides a similar synopsis ta didempsey (1990) providing examples
from the UK. He recognises that whilst there aneimber of beneficiaries of deregulation
(i.e. UK regional airports) those situated on E@'emorthwestern periphery (i.e. Scotland)
are not amongst them. His study looks at developsnia the supply of direct international
air services from airports in Scotland and suggists

“while deregulation has enabled direct serviceslomrish at many UK regional
airports, Scottish airports have to some extennlsisadvantaged because of their
geographic location. Situated on Europe’s northsteen periphery, carriers such
as British Airways, bmi and Flybe have found it moommercially expedient to
serve the Scottish international market by offengnecting flights between
Scotland and Continental Europe via Birmingham, bfeester or London
Heathrow” (Pagliari, 2005a; p254).

Although the focus of this study is on Europe, an|1992) draws similar conclusions
from the impact of deregulation in the USA but wathe major difference. In the case of
the transfer of direct services to hubs (e.g. Ragk005a), he considers this to have a net
benefit. He suggests that (in the case of the Ls8A)e communities have lost services all
together, and some have experienced a reductitre inumber of destinations (or
frequency) served by direct flights. However, loénps out that many of the losses in the
USA were on services to non-hubs and that comnasnéxperiencing increases in their
number of services to hubs would gain more oppdresfor interlining and it is argued,
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would have a higher net gain in services. Butiet Huston (1990) have also suggested

this.

Lundvall (2005) provides a Swedish perspective hasepassenger numbers as opposed to

service provision. In his analysis of the struatwhanges affecting the Swedish airport

system, Lundvall (2005) finds that domestic pasesengmbers at Swedish airports have
declined by 23.0% between 1990 and 2004. The ithgieamaller airports that are

primarily located in more peripheral parts of Swedsealarming, with an 89.5% reduction

in domestic passengers and a decline in markee sti&r.7% between 1990 and 2004.

These changes are shown in table 2.6.

Table 2.6 Domestic passenger volumes per airportiggory in Sweden, 1990-2004

Category 1990 2000 2004 % change | Market share
1990/2004 | change 1990/2004
Stockholm | 8,202,279 7,743,291 6,697,026 -18.4 2.9
Big 5,158,972 5,483,824 4,934,331 -4.4 V.3
Middle 2,560,662 1,999,912 1,384,036 -46.0 4.5
Small 1,131,552 645,488 118,491 -89.5 -5.7
Total 17,053,465| 15,872,515 13,133,884 -23.0 0.0

Source: adapted from Lundvall (2005)

Lundvall (2005) suggests that reductions in dormgsissenger numbers are a consequence

of deregulation as airlines network strategies sviéched from a focus on system

profitability to one of route profitability. Indele non-profitable domestic services in

Sweden appear to have been hardest hit by thisaméme strategy and only PSO routes

have been added during the last 15 years. Lun@®@Q@l5) also states that deregulation has

led to fewer transfer possibilities, which contsgithe findings of studies on markets in
the USA (e.g. Butler and Huston, 1990; Hanlon, 399Ris worth noting that the

reductions in domestic passenger numbers in Swadgralso be a consequence of

improved domestic road and rail infrastructure.
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Lundvall (2005) finds the situation for internatepassenger volumes to be very different

to that of domestic passenger volumes and thisas/s in table 2.7.

Table 2.7 International passenger volumes per airgbcategory in Sweden, 1994-2004

Category 1994 2004 % change | Market share
1990/2004 | change 1990/2004
Main 8,936,688 16,110,433 80{3 1.0
Other large 310,761 343,571 10.6 -1.3
Other small 117,388 163,468 39.3 -0.3
Remote regions| 839 86,221 10,176.6 0.5
Total 9,365,676 16,703,693 7814 0.0

Source: adapted from Lundvall (2005)

International passenger numbers at Swedish airpasts increased by 78.4% between
1994 and 2004. Growth at airports in remote regi@e. those that are primarily located in
more peripheral parts of Sweden) is particulangrgg with an increase in international
passengers of over 10,000% between 1994 and 204t faom a small base figure of 839
passengers) and an increase in market share ofle&¥en 1994 and 2004. Although the
main airports are increasing their market shararsairports in remote regions and

growing leisure markets is driving this.

The growth in leisure markets is taking place atimber of airports in EPA’s and in some
cases is acting as a replacement to the lossdfitnaal scheduled services. This trend is
known as ‘leisure replacement’ and has been refeéody Kealey (2004) who suggests
that mainline, full-service carriers, especiallyaaports in Northern Europe are often lost
or replaced by leisure carriers (e.g. charter, émst or niche regional carriers).

Leisure replacement has been demonstrated at ks&/irport (the hub airport for the
Highlands and Islands region of Scotland) wheregtioavth in easyJet passengers has
replaced and exceeded the loss of British Airwasspngers between 1995 and 2001
(SQW, 2002). A similar trend has been demonstratedrports in Lapland in Finland
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although in this instance, it is charter carriéiat thave replaced the loss in scheduled
passengers, and facilitated an overall growthnpoai passengers between 2000 and 2003
(Lapin Liitto, 2004).

Whilst many mainline full-service carriers appeabe withdrawing services to peripheral
areas or transferring direct services to hubsethppears to be a market in some areas for
airports to compete in destination markets by etitng leisure carriers. Growth in charter
traffic is being driven by the continued, long-tegnowth in demand for international
tourism, which in Europe has demonstrated an aeemagual growth rate of 3.4% between
1990 and 2003 (WTO, 2004). The continued, longitgrowth in international tourism is
also facilitating or facilitated by the growth iom-cost traffic, which has evolved since
deregulation and has contributed to the growthaortsbreak and visiting friends and
relatives markets and has provided business texgelith an alternative, low-cost option.
Leisure replacement is also taking place in doroestirkets, where domestic tourism,
especially business and visiting friends and redgtimarkets, is increasingly catered for by

low-cost or niche regional carriers.

Increased market turbulence (i.e. the fact théihes are now free to enter and exit markets
within Europe) and the increased ability to comgetdeisure markets has major
implications for airports in EPA’s as they haveditimnally been managed in a highly
regulated and non-competitive environment, and wigfublic service (as opposed to

commercial) focus. Such changes have importaniigatpns for airport management.

2.2.6 Implications for airport management

Before deregulation, airports the world over wesasidered to be public utilities with
public service obligations (Doganis, 1992). Thasvespecially the case at airports in
EPA’s, where the focus was on providing a publiwvise to the many small and isolated
communities by linking them to the main transpaotanetworks (Reynolds-Feighan,

1995). As a result of their public service origima, most airports were publicly-owned
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and managed, and were largely empty, loss-makiddhaavily subsidised (Barrett, 2004).
As a result, management was largely operationssttwith a public service background
and commercial and financial management practi@s wot given top priority (Graham,
2003a).

On the one hand, air services to and from airporESPA’s were protected but on the other
hand monopolistic conditions in the airline indystreant that there was minimal
competition between airports and there was a ldakcentive to reduce costs and improve
efficiency (Barrett, 2004). As a result, airporaniketing was something of an oxymoron
(Tretheway, 1998) and was limited to passive apgres.such as the publication of an
airport timetable and facility literature, the puahlkion of non-negotiable airport charges,

and responsiveness to customer enquiries (Grah@0B8a2.

Deregulation has radically altered the businesg@nment within which many airports in
EPA’s operate. Whilst, the PSO programme attemgpt®mpensate for the performance of
the obligation to operate a particular route atsamports in EPA’s, other airports are
entirely exposed to market forces. This new emvitent means that future air services to
and from airports in EPA’s may be increasingly alietl by unpredictable and rapidly

changing market forces rather than public servizesitlerations (Reynolds-Feighan, 1995).

The new market advocates market-driven managemadtiges as a means of satisfying
customers and implies that airports in EPA’s mastph an increasingly market-orientated
approach to airport management. It also implies éirports that adopt a more market-
orientated approach than their rivals will perfdoatter. However, what is MO? Why are
some organisations more market-orientated tharrsh€an MO influence performance?
And which factors moderate or mediate the relahgnbetween MO and performance?
Each of these questions will be considered in 8e@i3 by reviewing theoretical aspects of

the marketing concept.
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2.3 The marketing concept

Businesses traditionally functioned under whaffisroreferred to as the production era; a
time when products were produced on the basisaafymtion efficiencies as opposed to
what customers actually wanted. The productiomas eventually surpassed by what is
often referred to as the sales era; a time whetiuote were developed and then
extensively promoted to potential customers orbtsas that they should purchase them.
However, as with the production era, consideratias not always given to what customers

actually wanted.

The marketing era emerged in the early 1950’s agpenies began to realise that efficient
production and extensive promotion of productsraitiguarantee that customers would
buy them (Dibb et al., 2001). Instead, businetsasd that they had to determine what
customers wanted before producing it. This leth&evolution of the marketing concept,
which is the cornerstone of marketing thought (Jakicand Kohli, 1993). The following
definition of the marketing concept is providedRsiton (1959) who states that the

marketing concept is:

“a corporate state of mind that insists on the gregtion and co-ordination of all
the marketing functions which, in turn, are meldeth all other corporate
functions, for the basic purpose of producing maximiong-range corporate
profits” (Felton, 1959; p55).

Similarly to Felton’s ‘corporate state of mind’, kfdamara (1972) defines the marketing
concept as a ‘philosophy of business managemaeattethcompasses aspects of profitability
and coordination. However, MacNamara'’s definitadso includes a customer focus. For

instance, MacNamara states that the marketing poisce

“a philosophy of business management, based upmmgany-wide acceptance of

the need for customer orientation, profit orient&ti and recognition of the
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important role of marketing in communicating thede of the market to all major

corporate departments” (MacNamara, 1972; p51).

MacNamara’s definition implies three core themes tinderpin the marketing concept: (1)
customer focus; (2) a coordinated approach to niadkeand, (3) a focus on profitability.
This is supported by later literature (e.g. KotB905). However, Levitt (1969) argues that
profitability is more a consequence of marketing@pgosed to being part of it and states

that it is like saying that: “the goal of humarelis eating” (Levitt, 1969; p236).

The main constraint of the marketing concept is itha based on idealistic corporate
policy and has limited practical or operationaluea(Barksdale and Darden, 1971) and this
is where the MO concept becomes important as irasts the philosophical value of the

marketing concept with its implementation (MacCwréimd Perreault, 1984).

2.3.1 Defining and measuring MO

Conceptualisations of MO have been derived fromd¢amplementary perspectives;
behavioural and cultural (Homburg and Pflesser020@ccording to Kirca et al. (2005),
the behavioural perspective concentrates on orgaomal activities related to the
generation, dissemination and response to martatigence (e.g. Kohli and Jaworski,
1990) whilst the cultural perspective concentrate®rganisational values that encourage
behaviours that are consistent with MO (e.g. Naaref Slater, 1990; Deshpandé et al.,
1993). Key studies from the two complementary peeives of MO will now be

considered individually.

2.3.1.1 Behavioural perspective of MO

Kohli and Jaworski (1990) was one of the first ap¢s to develop a MO construct based

on the implementation of the marketing concepte bnstruct proposed by Kohli and

Jaworski (1990) was based upon the results ofed@ ifnterviews with managers in diverse
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functions and organisations who were asked to camhorethe importance of the three
core themes that underpin the marketing conceptdustomer focus, coordinated

marketing, and a focus on profitability).

Respondents confirmed that customer focus wasat¢atMO but that it is more than just
a philosophical commitment. They suggested thaqtiires information about customers
and their needs and preferences (i.e. marketigeelte). In addition, they suggested that it
should also extend to the anticipation of futuredseand preferences, and an analysis of

the impact of market factors on customer needgagigrences.

In terms of coordinated marketing, respondents esishd the importance of
interdepartmental involvement in terms of being @at and responsive to customer needs
and preferences. They also suggested that alttdegrats should be guided by the

customer.

In terms of managing for profitability, respondeatssidered profit to be the result of MO
as opposed to being part of it and that profitiev@ard for satisfying customer needs and
preferences. This supports the argument by LEMIBI) that profitability is more a

consequence of marketing as opposed to being pirt o

In light of the findings of their field interview&ohli and Jaworski (1990) were able to
develop a MO construct that is essentially a moeeipe and operational view of the first
two core themes of the marketing concept; custdowers and a coordinated approach to
marketing but with an emphasis on gathering, digsating and responding to market
intelligence. The findings of their study enabtbdm to define MO as: “the organisation-
wide generation of market intelligence pertainiogtirrent and future customer needs,
dissemination of the intelligence across departgjetd organisation-wide responsiveness
to it” (Kohli and Jaworski, 1990; p6).
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Three main elements of MO emerge from the Kohli daaorski (1990) definition: (1) the
organisation-wide generation of market intelligen@3 the dissemination of that
intelligence across departments; and, (3) an osgéion-wide responsiveness to that
intelligence. Explanations of the three main eletsare outlined in more detail in figure
2.6.

Figure 2.6 Kohli and Jaworski (1990) MO construct

1. Organisation-wide generation of market intelligence
One or more departments engaging in activitiesegetoward developing an understanding of
customers’ current and future needs and the faeftesting them

2. Dissemination of market intelligence
Sharing the understanding across departments

3. Responsiveness to market intelligence

The various departments engaging in activitiesgihesi to meet select customers needs

Source: adapted from Kohli and Jaworski (1990)

The findings of the field interviews enabled Kaodulid Jaworski (1990) to develop a set of
32 propositions that can be used to test the M@nadrganisation. These propositions are
scored by a 5-point Likert scale, ranging fromosgly disagree’ to ‘strongly agree’. Later
refinements to the construct (e.g. Jaworski andliKdB93; Kohli et al., 1993) led to the
withdrawal of a number of propositions. The renmragr20 propositions recommended by
Kohli et al. (1993) for the measurement of MO carsben in Appendix Al.

2.3.1.2 Cultural perspective of MO

The construct proposed by Kohli and Jaworski (199@ssentially an organisational
process that places an emphasis on gathering afidglevith information pertaining to
customers and the company’s business environmeatis(Mo et al., 2005). This is similar
to the process of market information research @eg.Deshpandé and Zaltman, 1982).
Narver and Slater (1990) offer a different MO comst that is defined by organisational

culture (i.e. a company’s orientation towards aspetitors, the company and its
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customers). They define MO as: “the organisatigtuce that most effectively and
efficiently creates the necessary behaviours ferctieation of superior value for buyers
and, thus, continuous superior performance fobtigness” (Narver and Slater, 1990;
p21).

Based upon a review of literature, Narver and 8ldt@90) proposed five elements of MO:
(1) customer orientation; (2) competitor orientafi(B) inter-functional coordination; (4) a

long-term horizon; and, (5) a profit focus. Thestouct is illustrated in figure 2.7.

Figure 2.7 Narver and Slater (1990) MO construct

Customer
orientation

Long-term
Profit focus

Inter-functional
coordination

Competitor
orientation

Source: Narver and Slater (1990)

Narver and Slater (1990) conducted a survey thatceapleted by over 400 managers
from more than 100 business units. Their surveysisted of 21 propositions relating to
the five elements of their MO construct (custom@erdation, competitor orientation, inter-
functional coordination, long-term horizon, andfgiremphasis) and the propositions were

scored by a 7-point Likert scale ranging from ‘aball’ to ‘to an extreme extent’.
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On testing for reliability (by computing the coefént alpha of each propositioh Narver
and Slater (1990) found the most reliable measunésyad MO were those relating to the
elements that imply specific management behaviouegtivities (i.e. customer orientation,
competitor orientation and inter-functional origiga). Propositions relating to long-term
horizon and profit emphasis were below the minimagoeptable level of reliability and
were therefore rejected. A summarised versiomefls propositions recommended by

Narver and Slater (1990) for the measurement ofiM@ovided in Appendix A2.

A third construct for measuring MO that belongshte cultural school of thought has been
developed by Deshpandé et al. (1993). Their cocisénd definition of MO is based on a
customer orientation, which they see as beingotalination of market intelligence, a
focus on customer service and operational meastfissvice levels, responsiveness to the
customer, and acceptance of the proposition tleatulstomer comes first” (Webster, 2002;
p233). In their view, customer orientation cardeéned as: “the set of beliefs that puts the
customer’s interests first, while not excludingdbmf all other stakeholders such as
owners, managers, and employees, in order to deeelong-term profitability enterprise”
(Deshpandé et al., 1993; p27).

Deshpandé et al. (1993) originally developed a£80 propositions to test for customer
orientation. However, after testing for relialyiliby computing the coefficient alpha of
each proposition), they produced nine propositibas are statistically most reliable
measures of customer orientation. The propositwascored by a 5-point Likert scale

ranging from ‘strongly disagree’ to ‘strongly agread can be seen in Appendix A3.

15 The coefficient alpha is a statistic that représesliability or internal consistency. It is coranly used by
researchers to determine whether propositions asedsurvey measure the same characteristic (wether
different propositions that are used to measure M®measuring the same thing). Many studies onus¥
a test called Cronbach’s Coefficent Alpha in ortecalculate the coefficient alpha of a set of p<ifons.
This study uses Cronbach’s Coefficent Alpha whetirig for reliability in sub-section 5.3.1.
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2.3.1.3 Reconciling the MO constructs

Apart from the obvious observation that the Kohidaaworski (1990) construct is
behavioural and the Narver and Slater (1990) arshpendé et al. (1993) constructs are

cultural, other observations can be made abouhtiee constructs.

All three constructs (Kohli and Jaworski, 1990; Warand Slater, 1990; Deshpandé et al.,
1993) place a heavy emphasis on the customer atitteanarket intelligence dimension.

All three constructs utilise an element of respoaisess to intelligence, although the
emphasis is much clearer in the Kohli and Jawdd&¥®0) construct. In addition, both
Kohli and Jaworski (1990) and Narver and SlateBtilise an element of
interdepartmental or inter-functional coordinatadthough the emphasis of this is much
clearer in the Narver and Slater (1990) constrietshpandé et al. (1993) do not place any

emphasis on interdepartmental or inter-functiomalrdination.

The main difference between the three construdtstise use of competitors. Narver and
Slater (1990) treat this as a main element whitgtlkand Jaworski (1990) and Deshpandé
et al. (1993) utilise competition to a lesser ektard in the context of the company’s

business environment.

Deshpandé and Farley (1998) investigated the @tival between the three MO constructs
and conducted a factor analysis of the 44 diffepeapositions used by the three
constructs. They took 10 propositions that had@adarly high loadings and named the
new construct ‘MORTN’ (Deshpandé and Farley, 199B)e 10 propositions can be seen
in Appendix A4.

In concluding their study, Deshpandé and Farle@8) Suggest that: “market orientation is
not a ‘culture’ but rather a set of ‘activities'di a set of behaviours and processes related to
continuous assessment of servicing customer neddsghpandé and Farley, 1998; p226)

thus supporting the behavioural perspective of MO.
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The conclusions of Deshpandé and Farley (1998)emtgauch debate on the subject and
were opposed by Narver and Slater (1998) in a paptty entitled, ‘Additional thoughts on
the measurement of market orientation: a commemeshpandé, R. and Farley’. In their
paper, Narver and Slater (1998) argue that custoeh&ted activities are the expression of
organisational culture and that it is this culttivat should be defined and measured as MO.
For example, they argue that: “if a market origotatvere simply a set of activities
completely disassociated from the underlying bedisftem of an organisation, then
whatever an organisation’s culture, a market oaigon could easily be implanted by the

organisation any time. But such is not what ongeoles” (Narver and Slater, 1998; p235).

Matsuno et al. (2005) provide a summary of the tiebatween Deshpandé and Farley
(1998) and Narver and Slater (1998) and suggesirttaidition to debating the definition
and measurement of MO, we should look towards ttiem of implementation as it is the
difficulty of implementing the marketing concepathed to the evolution of MO in the first
place. For instance, Matsuno et al. (2005) stadt talthough organisational culture is a
sociopychological construct that is difficult toeyptionalise and measure, the persisting
challenge for business is that, even if a promagingronment exists, corresponding
behaviour does not necessarily take place” (Matstrab., 2005; p2). Matsuno et al.
(2005) also point out that if MO is culture-based @he antecedents to MO are culture-
based, then a circular logic exists that questibassalidity of that type of measurement.
Other studies that have been critical of the Naavet Slater (1990) construct include
Siguaw and Diamantopoulos (1995) and OczkowskiFardell (1998). As a result of their
research, Matsuno et al. (2005) recommend an eaxtelD construct based upon the
principles of Kohli and Jaworski (1990).

Some of the criticisms directed at the Narver alate (1990) construct may be somewhat
unjust because as has been noted by Homburg aesb&fl(2000), the construct may be
born out of a cultural definition of MO but it meases MO in terms of organisational
behaviours (i.e. customer orientation, competit@ergation and inter-functional

coordination).
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The implications for this study are that althoughuaber of constructs have been validated

by statistically proven tests, academics aremstillin agreement over which construct is a

most appropriate measure of MO. A review of agpians of the MO construct

demonstrates the depth and breadth of use of eeatit MO constructs and therefore

provides some indication as to how MO can be measiar an airport context.

2.3.2 Applications of the MO construct

MO has received a great deal of attention from eeacs and a wealth of studies has been

developed since the 1990’s. Table 2.8 identifteaes of the studies that have been

reviewed by the author.

Table 2.8 MO studies reviewed

Study

Industry/scope

Kohli and Jaworski (1990)

Interviews with 62 Amerccompanies (industrial, service and

consumer)

Narver and Slater (1990)

Survey of 140 Westernaatpons (commaodity and non-

commodity)

Deshpandé et al. (1993)

Interviews with 50 Japaoces®anies (various)

Jaworski and Kohli (1993)

Interviews with 222 Antanl companies (various)

Advani (1998)

Survey of 201 airports worldwide

Han et al. (1998)

Survey of 134 American banks

Morgan and Strong (1998)

Survey of 149 UK compafiasious)

Van Egeren and O’Connor (1998)

Survey of 289 marsaigem 67 American service companies

Deshpandé et al. (2000)

Interviews with 148 Japgn®serican and European compani

(various)

es

Matsuno and Mentzer (2000)

Survey of 364 Americamuafiacturing companies

Cervera et al. (2001)

Survey of Spanish local govemts (responses from 222 Chief

Secretaries and 177 Mayors)

Harris (2001)

Survey of 107 UK retail companies

Harris and Ogbonna (2001)

Survey of 342 UK compairarious)
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Table 2.8 MO studies reviewed (continued)

Study Industry/scope

Gray et al. (2002) Survey of 329 New Zealand coriggafgoods and service
companies)

Perry and Shao (2002) Survey of 148 foreign suasiel of American-based advertising
agencies

Agarwal et al. (2003) Survey of 201 hotels worldevid

Hooley et al. (2003) Survey of 346 Hungarian, PoBsSlovakian service companies|

Kim (2003) Survey of 61 Korean subsidiaries entgiinto North American

markets (various)

Pulendran et al. (2003) Survey of 89 Australian pames (various)

Kaynak and Kara (2004) Survey of 179 Chinese comeggmainly banking, component
and computer hardware manufacturing, consumer gtodu

manufacturing)

Kyriakopoulos and Moorman (2004) Survey of 96 Dutompanies (food processing industry)

Tse et al. (2004) Survey of 210 Chinese companesous)

Tuominen et al. (2004) Survey of 140 Finnish conigmimetal, engineering and
electrotechnical)

Wu (2004) Survey of 115 Taiwanese companies (trianelstry)

Ellis (2005) Interviews with 57 Chinese export camjgs

Gainer and Padanyi (2005) Survey of 453 Canadiampenies (social service, community

support or arts organisations)

Green et al. (2005) Survey of 173 American manufatg companies

Lai and Cheng (2005) Survey of 342 companies ingHoong (construction, service,
manufacturing, and public utility)

Lee and Tsai (2005) Survey of 100 Taiwanese conaggiti0 manufacturing, 40
service)

Mason et al. (2005) Interviews with 20 UK compar(iestor industry)

Qu et al. (2005) Survey of 215 Chinese companiete(®and travel services)

Sin et al. (2005) Survey of 63 companies in Hongig¢hotels)

From the sample of studies provided in table 2.8am be seen that most of the early focus
was on industrial or consumer industries, whickoiewhat ironic considering that MO is

concerned with customer needs and is therefore mteeant to service industries. This
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has also been observed by Eld (2003). Howevere memently, there has been a growing
interest in applying MO to public or service sedtatustries. Most studies use surveys as
the research methodology, although some studiemtesgiews. Multi-industry studies
appear to be as common as single industry studllest studies tend to be carried out in

one particular country.

As of yet, only one study has been conducted omitipert industry and this is the study by
Advani (1998), which was proceeded by a paper basdtle same data by Advani and
Borins (2001). The study by Advani (1998) was ase the findings of a survey
conducted in 1997 on a worldwide sample of 201csigp The study provides important
context to this study but the findings are somewaadiated, they predicate the
deregulation of European air transport marketstaadvorldwide scope of the study is not

appropriate to this study on airports in EPA’s.

Despite the emergence of new or expanded MO cantst(e.g. Deshpandé and Farley,
1998; Matsuno et al., 2005), most studies of M@l tienbe based on the Kohli and
Jaworski (1990) or Narver and Slater (1990) cowstiith exact or refined versions of
their propositions. Table 2.9 highlights whichtlo¢ studies identified in table 2.8 use

which type of construct.

In his study on airport MO, Advani (1998) used dated version of the Kohli and
Jaworski (1990) construct and justified the usthef'‘behavioural’ instead of ‘cultural’
construct on the basis of the use of competitiddvani (1998) argues that the emphasis on
competitor orientation (in Narver and Slater, 1989)n main element of the MO construct
has limited application to the airport industry &ese the extent to which airports are
exposed to competition varies (e.g. airport contipetivaries for different types of traffic
such as origin, destination and transfer). Ad&8b8) also argues that competition is
limited by ownership and the existence of multpait groups, and that the public service
orientation of airports means that the focus shbeldn customers as opposed to

competition. As will be discussed in sub-sectidhi£2, competitive intensity should be
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tested for its effect on the relationship betweed &hd performance. However, MO
should not be based on a measurement of competiémtation. Therefore, an adaptation
of the Kohli and Jaworski (1990) construct is predd to that of Narver and Slater (1990),
Deshpandé et al. (1993) or Deshpandé and Farl&g)19

Table 2.9 MO constructs used in past studies

MO construct Studies

Kohli and Jaworski (1990); | Kohli and Jaworski (1990); Jaworski and Kohli (1998ohli et al.
Jaworski and Kohli (1993); | (1993); Advani (1998); Matsuno and Mentzer (20@Qjyani and Borins
Kohli et al. (1993) (2001); Cervera et al. (2001); Harris (2001); Pamgd Shao (2002); Kim
(2003); Pulendran et al. (2003); Kaynak and Kaf®4; Kyriakopoulos
and Moorman (2004); Tuominen et al. (2004); Wu @0Qai and
Cheng (2005); Lee and Tsai (2005); Qu et al. (2005)

Narver and Slater (1990); Narver and Slater (1990); Narver and Slater (199&)) et al. (1998);
Narver and Slater (1991) Morgan and Strong (1998); Van Egeren and O’'Conh®88); Harris
and Ogbonna (2001); Gray et al. (2002); Agarwall e2003); Hooley et
al. (2003); Tse et al. (2004); Ellis (2005); Gaiaaed Padanyi (2005);
Mason et al. (2005); Sin et al. (2005)

Deshpandé et al. (1993); Deshpandé et al. (1993); Deshpandé et al. (2000)
Deshpandé et al. (2000)

Deshpandé and Farley (1998) Deshpandé and Fa@88);1Green et al. (2005)

From an academic perspective, Harris (2001) jestifihe superiority of the Kohli and
Jaworski (1990) construct (which he refers to askbnhli et al., 1993 version of the
construct). His main argument is that, despitenésits, the Narver and Slater (1990)
construct has been subject to detailed acadenticiem (e.g. from Siguaw and
Diamantopoulos, 1995; Oczkowski and Farrell, 1998tsuno et al., 2005) and has not
been widely applied, unlike the Kohli et al. (19@8nstruct that has been applied in a
number of different contexts. Despite his supfarthe Kohli et al. (1993) construct,
Harris (2001) expresses caution in applying thestiaot directly to different contexts.
Although Pitt et al. (1996) claim that the 20 prejions of the Kohli et al. (1993) construct

can be used across a variety of companies, cultun@ésndustries, Harris (2001)
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recommends that adaptations are needed for diffeceniexts. For example, in his study
of the UK retail industry, Harris (2001) changed terms ‘end users’, ‘product or service
needs’, ‘this business unit’, and ‘services andipod development efforts’ to ‘customers’,
‘needs’, ‘we/this company/organisation’, and ‘seevefforts’. He also replaced any

‘Americanisms’ with terminology that is more apprigpe to a UK audience.

Advani (1998) adapted his MO construct to refl&et hature of the airport industry and
individual measurements were developed for aifiti® and passenger MO, a reflection of
the main customers of an airport. This is supaobe Graham (2003a) who recognises
that although demand for the airport product canefrom a variety of markets that each
has their own requirements, airport customers easpht into two main groups; trade who
pay the airport directly for its use of the faddd (e.g. airlines, tour operators, travel trade,
freight forwarders and general aviation) or passeawho merely consume or utilise the
airport product. Graham (2003a) recognises a tiodp of airport customers that she
calls ‘others’ and this group consists of tenani$ @oncessionaires, visitors, employees,
local residents and local businesses whose neestsaiso be met. Table 2.10 provides a

summary of the three groups of airport customeasdbre identified by Graham (2003a).

Table 2.10 Airport customers

Trade Passengers Others

Airlines Scheduled (traditional and low-cost) Tenants and concessionairgs
Tour operators Charter Visitors

Travel agents Business Employees

Freight forwarders | Leisure Local residents

General aviation | Transfer Local businesses

Source: Graham (2003a)

Despite the use of different constructs by Adva®si98) to measure airline MO and
passenger MO, this study only uses a single mead© that is based on airlines. The
reason for this is that the context to this stuglgased on the deregulation of European air

transport markets and the recognition that airparisSPA’s must adopt a MO in order to
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satisfy airline customers that are now freed framdonstraints of regulation. This also
implies that this study should focus on passengkmes (as opposed to freight or general

aviation) as this is the type of service that hesnbmost affected by deregulation.

The exclusion of a passenger MO construct cankagastified upon the basis that the
nature of air services on offer at an airport &eerhain basis for passenger choice
(Graham, 2003a). In addition, ‘other’ customershsas tenants and concessionaires,
visitors, employees, and so on, are also likelyase their decisions upon the range or type
of air services on offer. As is stated by Framtial. (2004): “airports depend on airlines
making the decision to operate services from thigoort. Without the airlines, airports

have no market” (Francis et al., 2004; p508).

The construct proposed and validated by Kohli ef18193) is used for this study for a
number of reasons. The construct (or earlier vassof it) has been more widely used in
previous studies (e.g. see table 2.9) and is cereito be superior to other constructs
(Harris, 2001). However, more importantly, the stonct has already been used and
validated in the previous study on airport MO byAdi (1998) so its use in this study
would provide comparative findings. Following ackvifrom Harris (2001), the Kohli et al.
(1993) construct was adapted to the needs andxtasftthis study and this is discussed in
more detail in sub-section 4.3.1.1.

Providing a measurement of MO does little else #raable studies to draw comparisons
between the levels of MO at different companieshatMcompanies really need to know is
what factors enhance or impede MO and what thesgpueices of MO are, thus providing
implications for managers. In this context, stediearly always consider what Kohli and
Jaworski (1990) refer to as ‘antecedents to MO’ ‘andsequences of MO’. Sub-section
2.3.3 and 2.3.4 will consider relevant literatureamtecedents to and consequences of MO

respectively.
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2.3.3 Antecedents to MO

Having established a means for measuring MO, Katdi Jaworski (1990) then looked to
increase an understanding of the antecedents toidh they define as: “the
organisational factors that enhance or impedentipdementation of the business
philosophy represented by the marketing concepth(ikand Jaworski, 1990; p6). Based
upon a literature review and insights from fieltenviews, they revealed three categories of
antecedents: individual; inter-group; and, orgaiesawide. The three categories became
labelled as senior management factors, interdepatahdynamics and organisational
systems. In addition, 19 research propositiorduding hypotheses were developed that

expanded upon the three categories.

Jaworski and Kohli (1993) refined the three categoand the 19 research propositions and
hypotheses that were initially presented in Kohtil daworski (1990) and subsequently
came up with eight research propositions and hgsath relating to the eight factors (from
the three categories) that they suggest can enlwancgede MO. Propositions such as
‘top managers in this business unit believe thglhéi financial risks are worth taking for
higher rewards’ were then presented on a 5-poitpoint Likert scale to test hypotheses
such as ‘the greater the risk aversion of top marsaghe lower the market orientation of

the organisation’ (Kohli and Jaworski, 1990; p9).

The eight factors were tested during interview$\2i22 companies from various industries
in the USA. The eight factors, the direction citlpredicted relationship with MO, and

the result of the prediction can be seen in talé.2

The Jaworski and Kohli (1993) study, as indicatethble 2.11, provides strong evidence
to suggest that MO is enhanced in organisatiortshinge greater top management
emphasis on MO, interdepartmental connectednedsyseamarket-based factors for

evaluating and rewarding managers. In additiom Jdworski and Kohli (1993) study
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provides strong evidence to suggest that MO is dagen organisations that have greater

interdepartmental conflict and centralised decisitaking processes.

Table 2.11 Factors that enhance or impede MO

Factor Direction Result

Senior management factors

1.Top management emphasis  Enhance MO  Accept

2.Risk aversion Impede MO Reject

Interdepartmental dynamics

3.Conflict Impede MO Accept

4.Connectedness Enhance MO  Accept

Organisational systems

5.Formalisation Impede MO Reject
6.Centralisation Impede MO Accep
7.Departmentalisation Impede MO Rejec
8.Reward systems Enhance MO  Accept

Source: Jaworski and Kohli (1993)

Other studies have identified and tested the sardmadifferent antecedents. For
example, Harris (2001) tested connectedness, faati@n and centralisation whilst Van
Egeren and O’Connor (1998) tested connectednegst . (2005) tested the same factors
as Jaworski and Kohli (1993) but omitted departraksdtion, as they didn’t feel it applied
to their study on hotels and travel services. ddit#on, Qu et al. (2005) tested the influence
of a strong presence of marketing staff (humanuess) and a strong financial support for
marketing (financial resources), both of which wexpected to have a significantly

positive relationship with MO.

Advani (1998) demonstrates how the factors tedtedld reflect the industry and the needs
of the study. His study was concerned with thedésew public management at airports
so his focus was very much on organisational sys{eng. the influence of private

ownership, expected privatisation, the use of mamant contracts, form of payment
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collection (i.e. the use of passenger user feeganisational size, departmentalisation, and
reward-based systems). In line with Jaworski antlK(1993), he also studied the cultural
antecedent of senior management factors (e.g. to@agement emphasis). Each of the
internal factors tested by Advani (1998) was exg@td have a significantly positive
relationship with MO, except for departmentalisatiohich was expected to have a

negative relationship.

Table 2.12 provides a summary of the findings fiadvani (1998) and a number of other

studies that have been cited in this literaturécreyv

Of particular concern is the fact that results aeyween different studies and different
contexts. In order to consolidate the findingpwvious studies, Kirca et al. (2005)
conduct a meta-analytic review and assessmenttetesents to MO. The study by Kirca
et al. (2005) tests antecedents that have beenaowshonly used in previous studies
including top management emphasis, connectednasiict, centralisation, formalisation,
and reward-based systems. The findings are pesséntable 2.12 and suggest that the
only factors that have a significant relationshiphviMO are top management emphasis,

connectedness and reward-based systems, eachabf knds a positive relationship.

It is worth noting that cultural perspectives of M&g. Narver and Slater, 1990;

Deshpandé et al., 1993) tend not to investigaténtheence of internal factors as
antecendents to MO. Their assumption is that ceiigithe driver of behaviour and that
market-orientated behaviours are not existent iarganisation if the culture lacks a
commitment to superior value for customers. Thislgrecognises that assumption and
although this study uses the Kohli et al. (1993 of the Kohli and Jaworski (1990)
behavioural construct, it agrees that cultural @dents such as top management emphasis,
risk aversion, conflict and connectedness shoulidfierent in a market-orientated
organisation. However, this study does consideiirifiuence of organisational systems

but not by using numerous propositions to investigaternal factors such as formalisation,
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centralisation and departmentalisation. Instdashnsiders the impact of ownership on
airport MO.

Table 2.12 Antecedents to MO

[ Jaworsk | | wvan | | [ [ ]
and Egeren and Kirca et Quetal. | Quetal.

Internal factor Kohli Advani | O'Connor | Harris al. (2005) - | (2005) -
(expected relationship with MO) (1993) (1998) (1998) (2001) | (2005)* travel hotel
Top management emphasis (#) v v n/a n/a v v X
Risk aversion (-) X n/a n/a n/a n/a X v
Conflict (-) v n/a n/a n/a X X v
Connectedness (+) v n/a v v v X v
Formalisation (-) X n/a n/a v X X X
Centralisation (-) v n/a n/a v X X X
Departmentalisation (-) X X n/a n/g n/a n/g n/a
Reward-based systems (+) v v n/a n/a v X v
Human resources (+) n/a n/a n/a nja na v v
Financial resources (+) n/a n/a n/a nja n/a X X
Private ownership (+) n/a v n/a n/a n/a X X
Expected privatisation (+) n/a v n/a n/a n/a n/a n/a
Management contract (+) n/a X n/a n/a n/a n/a nfa
Form of payment (+) n/a X n/a n/a n/a n/g n/a
Organisational size (+) n/a v n/a n/a n/a n/a n/a

Key:

+ = positive relationship expected.
- = negative relationship expected.
v’ = relationship accepted.

X = relationship rejected.

n/a = not tested.

* = findings are from a meta-analytic review of yimus studies.

Qu et al. (2005) investigated the difference irelevof MO at state-owned and non-state-
owned companies in the tourism industry in Chind faund no significant difference in
the mean levels of MO. However, Advani (1998) stigated the difference in levels of
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MO at privately-owned airports, those expectingatisation and those that are not
privately-owned. His study found that privatisegbarts or airports expecting privatisation

had significantly higher levels of MO than airpattigt are not privately-owned.

The study by Advani (1998) suggests that ownerdbgs affect the MO of an airport.
However, the low level of privately-owned airpoinsEPA’s renders his type of trichotomy
(i.e. privately-owned airports, those expectingatisation and those that are not privately-
owned) as inappropriate to this stdflyOne way in which airport ownership in EPA’s can
be grouped is by levels of national, regional, emtpendent ownership (Pagliari, 2005b).
The latter grouping includes airports that are gely-owned and locally-owned (i.e. by

local authorities or chambers of commerce).

As an example of the different types of airport evahip, Pagliari (2005b) lists the
ownership structure of airports by region. Accoglio his analysis, nationally-owned

airports are concentrated in:

* Iceland, where 11 airports are operated by thahdhkt Civil Aviation Authority
(CAA);

* Norway, where 46 airports are operated by a stateed company called Avinor;

» Sweden, where 19 airports are operated by a stateebocompany called
Luftfartsverket (LFV);

» Spain, where 44 airports are operated by a statedwompany called Aeropuertos
Espafioles y Navegacion Aérea (AENA);

» Portugal, where 3 airports are operated by a stateed company called
Aeroportos de Portugal (ANA); and,

* Greece, where 38 airports are operated by the Gédk

% The collection of data on airport ownership iereéd to in sub-section 4.2.2 and data is provided
Appendix D. Of the independently-owned airporssdd in Appendix D, only five airports are fully oed by
private interests (Aberdeen Airport, Belfast Inttional Airport, Belfast City Airport, Linképing Aport and
Malta International Airport).
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Finland should also be included in the above \Wigre 25 airports are operated by a state-

owned company called Finavia.

Regionally-owned airports are concentrated in tighldnds and Islands of Scotland where
the region’s 10 airports are operated by a stateedvcompany called Highlands and
Islands Airports Limited (HIAL). Locally-owned ggorts are common in Sweden, where
27 airports are owned by local authorities. Pelyabwned airports are common in
Northern Ireland with Belfast International Airpgvihich is owned by TBY) and Belfast
City Airport (which is owned by Ferrovig).

From the trichotomy of national, regional and inelegent ownership, general assumptions
can be made. For instance, airports that are amtigntly-owned may have more
decentralised and faster decision-making procdbsesthose that are regionally-owned or
nationally-owned. In addition, the objectives foanagers of independently-owned
airports are likely to be extremely focused (i.e tloe needs of their local community or the
maximisation of profit) and the performance of mgara of such airports is likely to be
highly scrutinised (i.e. by local stakeholders loareholders). For regionally-owned and to
a larger extent nationally-owned airports, objexsifor managers are likely to be vaguely
defined and susceptible to changes in politicahdgs, and the relative strengths of
different interest groups are likely to change algtipal agendas change. Although these
assumptions do not directly address issues rel&iMO (i.e. the generation,
dissemination and response to market intelligertbe); do suggest that independently-
owned airports are likely to be more orientatedaxs the needs and expectations of
airline customers (i.e. more market-orientatedp tfreionally-owned or nationally-owned
airports whose MO is likely to be negatively afftby vaguely defined objectives and

political agendas.

" TBIl is a UK-based airport operator that operatghténternational airports (London Luton Airpo@ardiff
International Airport, Belfast International Airgp6tockholm Skavsta Airport, Orlando Sanford Aitpha

Paz Airport, Santa Cruz Airport and Cochabamba@i)pas owner or under concession agreements.isTBI
currently managed by Abertis, a Spanish transpattc@mmunications infrastructure management company
18 The Ferrovial Group is a Spanish company thatislived in construction, infrastructure, real estnd
related services.
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Pagliari (2005b) alludes to the assumption thag¢jreshdently-owned airports are likely to
be more market-orientated than regionally-ownedrattnally-owned airports (although
the reference is not made directly to MO). Indmslysis, Pagliari (2005b) suggests that
independently-owned airports have a greater foouseveloping traffic that benefits the
local area, are more proactive in the marketingodhotion of the airport, and benefit
from locally-based decision makers that can liasglywith other local stakeholders and
deal with prospective airlines. Each of thesedicare likely to be inherent in an airport
that is market-orientated because they are condevite having a good local knowledge
(i.e. generating market intelligence), sharing #radwledge with other stakeholders (i.e.
disseminating market intelligence) and respondinipat knowledge by implementing
proactive marketing campaigns and dealing diregitli prospective airlines (i.e.

responding to market intelligence).

Anecdotal evidence of the effect of airport owngysin the relationship between airports
and their airlines is provided by industry commémts For instance, Leask (2002)
advocates the benefits of independent airport osigiand provides the example of
Prestwick Airport®, which after being privatised in 1992, experiengeshter competition
and subsequent growth and development. Howevierndt necessarily the nature of
ownership that encourages competition and enhgrezésrmance. Instead, the nature of
ownership is likely to create a more market-orieedaapproach to airport management,

which subsequently encourages competition and eelsgrerformance.

The impact of ownership on airport performancelteesn investigated by previous studies
(e.g. Humphreys, 1999; Francis et al., 2000; Humypdhand Francis, 2002; Carney and
Mew, 2003; Lyon and Francis, 2006; Oum et al., 20@¢6owever, the focus of these
studies is normally on state versus non-state cstefas opposed to comparing national,
regional and independent ownership). In particlam et al. (2006) compared the

productive efficiency and profitability of airportisat are majority owned by a government

19 prestwick Airport is now known as Glasgow Preskuitternational Airport.
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or government authority and airports that are nigjowned by private interests. Their
findings suggest that the latter is more efficiemd profitable than the former and that the

former should be avoided.

Considering ownership (as opposed to individuategdents such as senior management
factors, interdepartmental dynamics and organisatisystems) is justified by the fact that
airports in EPA’s tend to be very small and wilrmally have very flat organisational
structures (that may not even distinguish betweanagement and senior management)
meaning that senior management factors may noyagptports in EPA’s may also have
limited organisational systems and have very fepadinents, meaning that
interdepartmental dynamics are not appropriatés felt that these factors can be more

appropriately tested within the context of how émport is owned.

This subjective (as opposed to objective) measuaatecedents to MO is also justified
upon the basis of the focus of this study, andtieéiostudies before it. For instance,
despite the widespread use of the Kohli and Jaw(18®0) construct (or refined versions
of it), very few studies investigate the role ofearedents. Instead, the main focus of MO
studies from both schools of thought (behaviounal eultural) tends to be on the effect
that MO has on company performance (otherwise knasva consequence of MO). The
effect that MO has on performance is the main faxfuhis study and relevant literature on

the consequences of MO will now be reviewed.

2.3.4 Consequences of MO

MO is said to have a number of consequences onrpeathce. However, before reviewing
literature on the relationship between MO and perntnce, it is important to have an
understanding of performance. For instance,imortant to know how performance has
been measured in previous studies on MO and hoferpgince can be measured within

the context of the airport industry.
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2.3.4.1 Measuring performance

Performance in a MO context is broadly viewed fitwvo perspectives; subjective (i.e.
relative to competitors) or objective (i.e. abselateasures) (Sin et al., 2005). Objective
measures tend to be less widely used and thissapty due to reasons of confidentiality
and the fact that some companies do not like &ags performance figures or may not
even understand the performance figures that ang bequested (i.e. because of cultural
differences). It may also be as a result of tloe aat some managers may not be aware of
the absolute measures relating to their comparys May be the case at airports that are

part of a national airport system.

Early works on the consequences of MO on performdeq. Jaworski and Kohli, 1993)
hypothesised and tested three main groups of peaiace: consumers’ response (e.g.
satisfaction and loyalty); employees’ response. @sgrit de corp®, employment
satisfaction and organisation commitment); andneoac performance. The study by
Jaworski and Kohli (1993) concluded that MO positpvinfluences employees’ level of

commitment anesprit de corps

Performance indicators have since become moresd#iard widespread but can generally
be classified by three main groups of measure:@oar) operational; or, marketing. A

number of examples from MO studies are provideine 2.13.

20 Esprit de corpzan be defined as staff morale.
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Table 2.13 Performance measures used in MO studies

MO study Measure Indicators
Gray et al. (2002) Economic | Domestic market share
Profitability

Total sales income

Domestic sales growth

Matsuno et al. (2005) Economic | Market share growth

Sales growth

Percent of new product sales
Return on sales

Return on assets

Return on investment

Gonzéles-Benito and | Operational | Pace of new product launching and range of prodoatatalogue
Gonzéles-Benito Time needed for designing and/or manufacturing pctxd
(2005) Flexibility to adapt production to different volusmef demand
Product quality (degree of conformity to specifioat)

Capacity to meet customers’ requirements in time

Operational costs (supply, production, distribution

Gray et al. (2002) Marketing | Customer satisfaction
Loyalty and brand awareness

Customer retention

Gonzales-Benito and | Marketing Company reputation and image

Gonzéles-Benito Alignment between company’s offer and market exgi#ms
(2005) Success of new product launches

Sin et al. (2005) Marketing | Customer trust

Customer satisfaction

Walker and Ruekert (1987) offer a different perspediased on three dimensions that can

be measured in relation to a company’s main congoetilrhe three dimensions are:

1. Effectiveness: success of procedures (e.g. charfgedes growth rate and market).

2. Efficiency: ratio of input to output (e.g. investmeeturn and pre-tax profit).
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3. Adaptability: responsiveness to opportunities aféal by changes in the business

environment (e.g. number of new products that setckiring a particular time).

Although grouped as three different dimensionsy #re still underpinned by the same
standard indicators of performance such as thassepted in table 2.13. This is because
the first two dimensions are effectively economecfprmance measures and the third

dimension is effectively a marketing performanceswe.

A number of studies apply a more simple subjeatmeasure of overall performance, often
in addition to objective measures of overall perfance. For example, in addition to
asking managers to score their company performanalgjective terms, Jaworski and
Kohli (1993) asked managers to score their comppenfprmance in terms of two

subjective measures. The subjective measures are:

1. Overall performance of the business unit last year.

2. Overall performance relative to major competitaist lyear.

The first measure is a concrete measure of perfocenavhilst the second measure is
relative to competitors. Measures of subjectivéggmance are usually scored using a
survey and by asking respondents to score stateraeal as those above on a 5-point

Likert scale ranging from ‘poor’ to ‘excellent’ mom ‘much better’ to ‘much worse’.

For this study, measures of adaptability, as recentdad by Walker and Ruekert (1987)
are especially relevant as the focus of this stes@yn how airports have been able to
respond to opportunities (or threats) afforded hgnges in the business environment (e.qg.
deregulation). In particular, this study is comezr with how MO enables airports to
improve their provision of air services, which aating to Ewald (2002) incorporates
attracting new routes and growing and retainingteg routes. In terms of the main

groups of performance measures in table 2.13,ttrecion of new routes and the growth
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and retention of existing routes can be groupdaeasy functions of marketing

performance.

Although economic performance measures appear tiocbmost widely used measure of
performance in previous MO studies, it can be alghat economic performance is not
necessarily a consequence of MO but is a consequdracconsequence. For instance,
Agarwal et al. state that: “the main goal of maséeéntated companies should be the
creation and retention of satisfied customers” (Agd et al., 2003; p69). This has also
been emphasised in a number of other studiesHeaey et al., 1990; Day, 1994; Day and
Wensley, 1998). The creation and retention o8at customers can then result in an

improvement in the economic performance of a comppan

The objective of MO should also be to improve thmpany’s effectiveness in the
marketplace (Walker and Ruekert, 1987), which mtcaits can be measured according to
their growth in market share. An element of effgatess is tested in this study in terms of
measuring the relative growth of existing routeaigiorts, and this is discussed in more
detail in sub-section 4.3.1.3. This is an app®diprimeasure of performance at airports
because airports are in a position to encourageaiine customers to add more
frequency or seat capacity to existing routes, #ngouraging increases in passenger
throughput.

The final dimension recommended by Walker and Ruu€k887) is that of efficiency (e.qg.
the ratio of input to output) and whilst this i€ognised as being an important measure of
performance, it is not used in this study. Thesoeaor omitting this particular measure of
performance is that airport managers may be vestauli from the financial aspects of the
business and are not likely to have such datand (&s will be discussed in sub-section
4.3.3, the research strategy for this study is @m@nted using a survey of airport
managers). In addition, the cross-cultural andrirdtional nature of this study means that
different ratios may be calculated and interprétedifferent ways. Finally, most of the

airports in this study are likely to be loss-makargl heavily subsidised by their local,
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regional or national government and this adds &srtomplications to the measurement of

efficiency.

Previous studies (e.g. Narver and Slater, 1990k&t,€1992; Jaworski and Kohli, 1993;
Slater and Narver, 1994; Greenley, 1995b; SlatdrNarver, 1996; Gray et al., 2002;
Agarwal et al., 2003) have used objective measufrperformance, and often in addition to
subjective measures. This study has a very spdoifus and is only concerned with how
MO affects the performance of airports in termshef attraction of new routes and growth
and retention of existing routes. Therefore, ghigly will use subjective measures (i.e.
relative to competitors) that are in line with theasures of adaptability and effectiveness
that have been recommended by Walker and Ruel@87{1 Subjective measures are not
used for reasons given earlier in this sub-sectB®esides, correlations between objective
and subjective measurements tend to be high (Bahadan, 1996) and generalisations can

therefore be made.

Having considered measures of performance, itéessgary to consider the relationship

between MO and performance as that is the mairsfotthis study.

2.3.4.2 Relationship between MO and performance

When investigating the relationship between MO padormance, studies tend to

investigate one or a number of the following efégdtangerak, 2003):

» direct effect (i.e. ‘if MO has a positive effech performance);
* moderating effect (i.e. ‘when’ MO has a positivéeet on performance); or,

* mediating effect (i.e. ‘how’ MO influences perfornee).
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Direct effect

Most studies that have investigated the directcetfeat MO has on performance have
returned a positive outcome. The relationshipaselol on the assumption that: “MO
provides a company with better understanding aéritgronment and customers, which
ultimately leads to enhanced customer satisfactjgaynac and Kara, 2004; p747). Table
2.14 shows a number of studies that have foundatipasitive relationship exists between

MO and a range of performance measures.

Table 2.14 Studies finding a positive relationshipetween MO and performance

Performance measure Study

Overall company performance Jaworski and Kohli @)9®itt et al. (1996); Oczkowski and Farrell
(1998); Van Egeren and O’Connor (1998); Baker aimt#a (1999a);
Hooley et al. (2003); Sin et al. (2005)

Economic performance Narver and Slater (1990); Budl992); Slater and Narver (1994);
Pelham and Wilson (1996); Slater and Narver (198éker and
Sinkula (1999a); Pelham (1999); Gray et al. (208®mburg and
Pflesser (2000); Harris and Ogbonna (2001); Matsaitrad. (2002);
Hooley et al. (2003); Kim (2003); Green et al. (2)05in et al. (2005)

Marketing performance Slater and Narver (1994)ahene-Gima (1995); Atuahene-Gima
(1996); Pelham and Wilson (1996); Baker and SinkLi@99a);
Pelham (1999); Gray et al. (2000); Hooley et 800@); Green et al.
(2005); Sin et al. (2005)

Marketing literature suggests that environmentetdiss (i.e. market turbulence,
competitive intensity and technological turbulenaeyl market-level factors (i.e. demand
and supply) may affect company performance (e.gleKet al., 1996; Dibb et al., 2001,
Brassington and Pettitt, 2005; Kotler, 2005) arevjpus studies on MO (e.g. Narver and
Slater, 1990) suggest that they must be contrelleeh analysing the effect of MO on

company performance.
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Narver and Slater (1990) conducted a study on fréfegic business units of a major
Western corporation that included commodity busiesgi.e. sellers of physical products)
and non-commodity businesses (i.e. service prosjddn their study, Narver and Slater
(1990) investigated the effect of MO on performacoaetrolling for market growth,
different aspects of competitive intensity (whibley call concentration, entry barriers,
buyer power and seller power), and technologiadiuience. They also investigated the
effect of business-specific factors such as thatika size and cost of the company in
relation to its largest competitor. The factonsd@heir expected effect on company
performance), a brief description of each factod eationale for the relationship between

each factor and company performance is providedile 2.15.

When testing for the effect of MO on performancelstttontrolling for the factors in table
2.15, Narver and Slater (1990) found (for their bomed sample of commodity and non-
commodity businesses) that MO has a significantpasitive effect on performance whilst
technological turbulence and market growth havig@ificant and negative effect on
performance. The negative effect on performanceexpected for technological
turbulence (because of the need for companiesrtneally invest in new technologies).
However, it was not expected for market growth @use one would expect companies to
perform well in growing markets). The rationaleyded for the negative effect of market
growth is that some companies may not be preparatile to respond if market growth is
short-term or unexpected and in the case of commybdsinesses, companies may be slow
to adjust their production processes and may tbheFemmiss out on any short-term or
unexpected market growth. Relative size and ces¢walso found to have a significant

effect on performance, with positive and negatalatronships respectively.
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Table 2.15 Factors tested for their effect on compegy performance

Factor Description Rationale

(expected effect)

Growth (+) Average annual growth rate of total sdl&Vhen demand is growing, it is easier tp

over the past three years earn profits

Concentration (+) | Percentage of total sales acealiotr High concentration may encourage tagit
by the four competitors with the largest or explicit joint-maximising monopoly

sales behaviour

Entry barriers (-) Likelihood of new competitorsteting | The easier to enter, the greater the

the market and making satisfactory competitive pressure from current and

profits within three years potential competitors
Buyer power (-) Extent to which customers are able | Buyer power leads to the extrapolation
negotiate lower prices of profits from the seller

Seller power (+) Extent to which the company isabl | Seller power leads to the extrapolation

negotiate lower prices from suppliers | of profits from the buyer

Technological Extent to which product/service Investment in research and development
turbulence (-) technology has changed in the last threeand the implementation of new
years technologies is costly

Relative size (+) Sales revenue compared to tigesar | Advantages gained from relative size

competitor (e.g. economies of scale)
Relative cost (-) Average total operating costspgarad | Disadvantages experienced from
to the largest competitor relatively high costs

Key:
+ = the greater the factor, the better the perfoicea

- = the greater the factor, the worse the perfogaan

As will be demonstrated in sub-section 5.4.2, #igly investigates the direct effect of MO
on performance, whilst controlling for environmdritectors and market-level factors but
not business-specific factors because of the codtigle involved in collecting accurate

and reflective data on airport revenue and opegatosts. This is made especially difficult
by the fact that most airports in EPA’s are owngdHhe government (at a national, regional
or local level) and that the accounting procedunay differ between countries and may

not separate airport-specific activities out frotihes public services.
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Environmental factors investigated by this studgtude market turbulence and competitive
intensity whilst market-level factors include margeowth (i.e. demand) and airport
constraints (i.e. supply). The effect of techn@tafturbulence is not investigated because
the rate of technological turbulence at airportERA’s is typically slow and their response
to change is likely to be constrained by finantiraltations. In addition, technological
turbulence is more commonly associated with prothtensive industries where
manufacturing processes are vulnerable to rapichagidimpact changes in technology.
Airports primarily offer a service to their airliistomers so the impact of changes in

technology is less significant.

As was mentioned in sub-section 2.2.5, market fertne (e.g. Reynolds-Feighan, 1995)
and competitive intensity (e.g. Baumol, 1982) &e=rain consequences of deregulation
for airports so investigating the effect of these factors on airport marketing
performance is appropriate. As literature has estggl (e.g. Dempsey, 1990; Reynolds-
Feighan, 1995; Lundvall, 2005; Pagliari, 2005a}hbaf these factors would be expected to
have a negative effect on the marketing performafeéports in EPA’s because the
pressures of increased turbulence and competitiamarket that was previously regulated
is likely to have a negative impact on an airpatigity to attract new routes and grow and

retain existing routes.

Whilst deregulation has encouraged market turbel@mol competitive intensity, it has also
created market opportunities and examples of #we lbeen provided in sub-section 2.2.5
(e.g. SQW, 2002; Kealey, 2004; Lapin Liitto, 20Qdindvall, 2005). Therefore, in line
with initial propositions by Narver and Slater (099the effect of market growth on airport
marketing performance is expected to be positivargerts are expected to perform better
when market growth and potential is high. Howew®sra consequence of their peripheral
location, airports in EPA’s may have supply constsasuch as limited infrastructure (e.g.
inadequate runway, lighting or terminal capacityharsh operating conditions (e.g.

operating limits, obstacles or frequent adversethega Airports that suffer from such
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constraints may not be in a position to benefibnfnmarket growth because their marketing

performance is likely to be impeded by constraimtigifrastructure or operating conditions.

Having considered if MO has an effect on perfornesawed the need to control for other
factors, it is important to consider when MO has#act on performance. This involves

investigating the moderating effect of MO on pemfiance.

Moderating effect

Kohli and Jaworski (1990) investigated both dir@atl moderating effects of MO on
performance. They proposed that: “the greatentheket orientation of an organisation,
the higher its business performance” (Kohli andalawi, 1990; p13), which suggests that
MO has a direct and positive effect on performantiey also proposed that a number of
factors are able to moderate the relationship WO and performance. They
identified three environmental factors (market tueimce, technological turbulence and
competitive intensity) and two market-level fact@apply and demand), each of which

has moderating capabilities on the relationshipvbeth MO and performance.

In their study, Kohli and Jaworski (1990) propodieak a stronger relationship exists
between MO and performance when market turbulendecampetition is greater and
when the general economy is weaker. They alsoosexpthat a weaker relationship exists
between MO and performance when technological tartme is greater. When they tested
the relationship between MO and performance andnbeerating role of the three
environmental factors (in Jaworski and Kohli, 1998y found that whilst MO has a
strong positive relationship with performance, nohéhe three environmental factors play
a moderating role. They concluded that: “the miaokntation of a business is an
important determinant of its performance, regasitgfghe market turbulence, competitive
intensity, or the technological turbulence of theisonment in which it operates”
(Jaworski and Kohli, 1993; p64). This assumptias kince been supported by Gray et al.
(1999).
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The non-significant moderating effect of compeétimtensity and technological turbulence
has also been found in other studies. For instaosee studies (e.g. Slater and Narver,
1994; Perry and Shao, 2002; Cadogan et al., 2@0@)dfthat competitive intensity has a
non-significant moderating effect and other studeeg. Greenley, 1995a; Harris, 2001;
Cadogan et al., 2003; Kim, 2003) found that techgiokl turbulence has a non-significant

moderating effect.

Despite the number of studies returning non-sigaitft effects, some studies have found
that environmental moderators do have a signifieffiect on the relationship between MO
and performance and the majority of these studies@pportive of the expected
relationship. A summary of these studies (andstbdies that have returned unexpected or
non-significant findings) is provided in table 2.16he table shows the factors tested for
their moderating effect (and the expected effaat) the findings of each study (i.e.
whether they support the expected effect, provgeosite findings or find the effect to be

non-significant).

The main moderators investigated by this studyraaeket turbulence and competitive
intensity as these are the main consequences ejuwlation for airports (as was discussed
in sub-section 2.2.5) and in recent discussionsitatxantrolling factors on the relationship
between MO and performance. In line with the firgdi of previous studies (e.g.
Diamantopoulos and Hart, 1993; Kumar et al., 19@87is, 2001; Kim, 2003) both factors
are expected to strengthen the relationship betw#@rand performance. This is because
the relationship between MO and performance idylike be stronger at airports that
operate in markets that are highly turbulent (ikere airline decisions are volatile or
unpredictable) and at airports where competitiantense (i.e. where airports will lose out

to competitors if they fail to satisfy the needsl @aneferences of their airline customers).

Technological turbulence is cited in Slater andyda1994) as having a moderating effect
on performance and although airports are influefigechanges in technology such as

developments in radar and lighting systems, ielisthat this effect is not likely to
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moderate the relationship between MO and perforemérationale for omitting this factor
was provided previously in this sub-section, whentwlling factors on the relationship

between MO and performance were considered).

Table 2.16 Moderators of the MO-performance relatioship

Moderating factor | Supportive Opposite Not significant
(expected effect)
Market turbulence | Diamantopoulos and Slater and Narver (1994); Jaworski and Kohli
+) Hart (1993); Kumar et al| Greenley (1995a) (1993); Gray et al. (1999)
(1998); Harris (2001);
Kim (2003)
Competitive Diamantopoulos and Jaworski and Kohli
intensity (+) Hart (1993); Kumar et al (1993); Slater and Narver
(1998); Harris (2001); (1994); Gray et al.
Kim (2003) (1999); Perry and Shao
(2002); Cadogan et al.
(2003)
Technological Slater and Narver (1994 Jaworski and Kohli
turbulence (-) (1993); Greenley
(1995a); Gray et al.
(1999); Harris (2001);
Cadogan et al. (2003);
Kim (2003)

Key:
+ = the greater the factor, the stronger the @hatiip between MO and performance.

- = the greater the factor, the weaker the relatighbetween MO and performance.

Although not listed in table 2.16, Kim (2003) tasthe moderating effect of market growth
(i.e. demand) and this is also investigated byghisly. The relationship between MO and
performance is likely to be stronger at airportevehthere is a growing market for demand.
However, the relationship between MO and perforreaadikely to be weaker at airports
that are limited by capacity and/or operationalstmaints so the moderating effect of

airport constraints (i.e. supply) is also invedigglh Matsuno et al. (2005) suggest that
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demand and supply factors should be taken intowstashen considering the factors that
moderate the relationship between MO and performaitowever, such factors are rarely

considered by studies on MO.

The ability for strategy type to moderate the ielaghip between MO and performance has
been recognised in previous studies (e.g. Pelh@éva Matsuno and Mentzer, 2000; Kim,
2003; Wu, 2004; Matsuno et al., 2005) and thisystodestigates the moderating effect of
an airport’s strategic focus in terms of whethes fiocused on developing public services
(as opposed to commercial services) and leisukgcesr(as opposed to traditional or
regional services).

The relationship between MO and performance id\lik@be weaker at airports that are
seeking to develop public services because rottasch airports are likely to be heavily
subsidised and determined by public service corgiidas (as opposed to commercial
considerations). Under these circumstances, théitde incentive for the airport to be

market-orientated and it is likely that airportgiwiow levels of MO can still perform well.

The relationship between MO and performance id\lik@be stronger at airports that are
seeking to develop leisure services. Leisure sesvi.e. those that are provided by charter
or low-cost carriers) are highly elastic as theyaliy serve point-to-point routes and can
easily transfer to different routes if they do patve to be commercially viable. This is as
opposed to traditional or regional services thatlte®» operate hub and spoke networks and
may therefore be more inclined to serve routesdtatess commercially viable or are

supported by subsidies in order to improve theiwnek coverage.

Just as was found with the antecedents of MO, réifitestudies and contexts appear to
produce different findings in terms of whether ot factors moderate the relationship
between MO and performance. Kaynac and Kara (20@4jde rationale for this and
suggest that: “the relationship between companfppaance and market orientation may

depend upon industry characteristics, customeracheristics, or the type of measure used”
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(Kaynac and Kara, 2004; p747). However, acadehagg also looked to other areas of
investigation in order to gain more insight inte tielationship between MO and
performance. This has resulted in a number ofiesuthat test mediating effects (as
opposed to moderating effects) such as producttgalg. Chang and Chen, 1998),
market position (e.g. Matear et al., 2004), custorakationship indicators (e.g. Siguaw et
al., 1998), company effectiveness (i.e. the eféectess of the marketing strategy) (e.g.
Pelham, 1997b), and innovation (e.g. Slater and&ad 994; Han et al., 1998; Baker and
Sinkula, 1999b; Salavou, 2002; Agarwal et al., 2008ydeu-Olivares and Lado, 2003).

Mediating effect

Although an understanding of the effect of modesasnch as market turbulence and
competitive intensity encourages better understandi how certain factors affect the
relationship between MO and performance, they derplain why MO affects
performance and therefore fail to identify the ngaraal mechanisms through which a
company may be able to transform MO into superafggmance. This is where mediating
effects become important because they have thafmdteo provide managers with a better
understanding of the management practices thanfaence performance. This has
superior implications to the moderating effectd tir@ essentially external factors that

managers have little control over.

Past studies have investigated the mediating effedifferent factors on the relationship
between MO and performance. Of the different fisctbat have been investigated, product
quality (e.g. Chang and Chen, 1998) and marketipogie.g. Matear et al., 2004) were not
found to mediate the relationship between MO artbpmance whilst customer

relationship indicators (e.g. Siguaw et al., 19@8)npany effectiveness (e.g. Pelham,
1997b), and innovation (e.g. Han et al., 1998; Bakel Sinkula, 1999b; Salavou, 2002;
Agarwal et al., 2003; Maydeu-Olivares and Lado,30@ere found to have a positive

mediating effect. The role of innovation has reediparticular interest in recent years and
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is increasingly recognised for its mediating effectthe relationship between MO and

performance.

One of the earliest studies to recognise the inape#d of innovation was produced by
Slater and Narver (1994). Their study proposetititeovation could be one of the core
value-creating capabilities that mediate the refeghip between MO and performance. In
this instance, the assumption is that companids avuperior MO will have superior
market sensing and customer-linking capabilities strould, therefore, be in a position to
better understand the needs of their target magketgprovide superior value through

innovation (Slater and Narver, 1994).

The proposition by Slater and Narver (1994) waglyuronceptual and it wasn’t until Han
et al. (1998) that an empirical study was conduotethe mediating effect of innovation on

the relationship between MO and performance.

Recognising that innovation is traditionally apglie a production context (i.e. to the
development of new product breakthroughs), Han. ¢1898) tested the role of what they
termed as being technical innovations. Howeveay there keen to point out that MO also
involves administrative breakthroughs and therefoagle a distinction between technical
and administrative innovations. Field interviewslD different banks enabled Han et al.
(1998) to develop a list of technical and admiaitte innovations that had been
implemented by the banks or their competitors el#st five years, or had the potential to
be implemented in the next several years. Thdi&ulbf technical and administrative

innovations can be found in Han et al. (1998).

Han et al. (1998) then tested the mediating etiétechnical and administrative
innovations on the relationship between MO andetenomic performance (measured by
growth and profitability) of 134 banks in a midwerst state of the USA. Their findings
support the proposition that innovations mediagerélationship between MO and

economic performance and support the separateilmotidns of technical and
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administrative innovations. They also suggesdtitiveovative practices provide the most
effective mechanism through which companies cahwl#a turbulence in external

environments.

Subsequent studies have tested the mediating eff@atovation on the relationship
between MO and performance and have generally pestipositive results. For example,
Agarwal et al. (2003) conducted a study on 201riaonal hotels and conclude that: “the
immediate impact of market orientation is to spuravation, which, in turn, enhances
judgemental performance, which, in turn, enhantgsotive performance” (Agarwal et al.,
2003; p1). In addition, Maydeu-Olivares and Lad003) conducted a study on 122
insurance companies in the EU using innovationeksgnnovation performance and
customer loyalty as mediating variables. They tatethat: “the effects of market
orientation on economic performance are completennelled (mediated) through these
variables, particularly through innovation degred anovation performance” (Maydeu-
Olivares and Lado, 2003; p1).

Service companies need to continually innovaterdteoto stay ahead of competitors (Gray
et al., 2002; Agarwal et al., 2003) and Agarwadle(2003) believe that innovation is
particularly important to service companies, as theducts are difficult to protect

through patents and copyrights. According to $latel Narver (1995), service companies
can innovate by developing new services or refoatmg existing ones, creating new
distribution channels, and/or discovering new apphes for management or competitive
strategy. Such innovations are important for aiigpthat are aiming to attract new routes
and grow and retain existing routes because theysa them to gain a competitive
advantage over other airports or modes of transpespite this, the mediating effect of
innovation on the relationship between MO and tidgsmance of airports has never been
investigated. This is despite the emergence oksgmod anecdotal evidence (e.g. Crump,
2004; Carrara, 2005).
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The choice and impact of airport innovation willvalys depend upon the type of market
being targeted and the marketing strategy of tipoeti For example, larger airports with
limited spare capacity may focus primarily uponeleping innovations that will help
portray a positive image or build a corporate idgntvhilst small airports with limited
services may focus on developing innovations tafet specific opportunities to attract air

services (Graham, 2003a). The situation at mogbes in EPA’s will be the latter.

Perhaps the easiest way to understand how ainpamtginovate is to consider how they are
able to exploit market trends and developmentstia@deeds of airlines through their
marketing mix (i.e. marketing innovations). Thssan appropriate choice of innovation

type considering the measurement of performancthisistudy is marketing-based.

2.3.5 Airport marketing innovations

The marketing mix varies between products and sesvand whilst airports consist of both
product and service elements, they are best exqudig what is known as the services
marketing mix®. The services marketing mix identifies the chaastics of a service. It
includes the traditional four P’s of the productrketing mix (product, promotion, price
and place) but also includes an additional thregliit are applied to services (processes,

physical evidence and people). The seven P’s are:

Product: designing and branding the product/service
Promotion: communicating with target markets.
Price: pricing to reflect needs or wants.

Place: reaching and servicing the customer.
Processes: processing from order to delivery.

Physical evidence: providing tangible cues to supiive main service.

N o o b~ w0 DdRE

People: participants of the production and delivarihe service.

21 More information about the services marketing ok be found in key marketing literature (e.g. Bigb
et al., 2001; Brassington and Pettitt, 2005).
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Marketing innovations that have taken place atoatspin the past or could take place at
airports in the future will now be considered witline context of the four P’s (i.e. product,
promotion, price and place). The additional tHPée(processes, physical evidence and

people) will be considered within the context af thur P’s.

2.3.5.1 Product

According to Graham (2003a), the airport productsists of a supply of both tangible and
intangible services that can be positioned to rtteeheeds of different market segments.
She divides the airport product into three maimelets that are based on traditional

marketing theory. These are:

1. The core product, which is the benefit sought the.ability to land and take off).

2. The actual or physical product, which deliverslieaefit sought (i.e. tangible
infrastructure such as terminal and runway capaxiiptangible services such as
ground handling and security). The airport braisd éorms part of the actual or
physical product.

3. The augmented product, which provides additionakhts to the core and actual or

physical product (e.g. service level agreements).

Jarach (2001) divides the airport product into fiewrels of value proposition that share
commonalities with the division offered by Graha2f@3a). His division consists of the
core benefit (i.e. the core product), the genanit the expected product (i.e. the actual or
physical product), and the wider product (i.e.dbgmented product). According to Kotler
et al. (1996), much of the competition for serviegitypically take place at the
augmented level and although airports are ablertovate at all levels of the airport
product, it is likely that the innovations that kahe greatest impact on performance take

place at the augmented level.
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Brassington and Pettitt (2005) provide four divi@aonsisting of the three traditional
elements (core, actual or physical, and augmeiated )an additional division that they call
‘the potential product’. This proposition enabllee marketer to not only think about how
to refine the existing product/service but alsthiok about how the product/service could
and should be in the future. This fits in with goon definitions of innovation. For
example, innovation is defined as: “to introduagesv process or way of doing things”
(Oxford Dictionary, 1984; p320). Innovation is@ldefined as: “a mindset, a pervasive
attitude, or a way of thinking focused beyond thespnt into the future” (Kuczmarski,

2003; p1). These two definitions recognise the aflthe present but also the future.

Halpern (2005; 2007) shows how airports can inn@wath their product/service offering

in order to attract leisure carriers. His studieggest that in addition to providing core and
actual or physical product elements such as anuatiequnway, airports can innovate at
their augmented level. In particular, he shows lagports can meet the needs of leisure

carriers by facilitating:

« cost savings by providing simple terminals and madiservices;
« speed by providing fast aircraft turnarounds aneéféinient positioning of aircraft;
- flexibility by providing multi-functional and flexile staffing; and,

« access by providing longer opening hours and seri@nsport to the destination.

Lang (1999) provides an example of how Glasgowtek International Airport was able
to facilitate cost reduction and attract low-casdl @harter carriers. The airport developed a
multi-skilled workforce that was able to providéalport services and a quick turnaround
of aircraft. The focus of the airport was to reglgosts and to pass these savings onto their
airlines and tour operators. In the first yeamgblementing such initiatives, Airtours (a
leading tour operator) added seven new routes fhenairport and the airports total

number of annual passengers increased by over 30%.
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Associated with the airport product is the ideghef airport brand that can be represented

by a name, logo or design, or by a particular styleigning, merchandising, or advertising

(Graham, 2003a). Branding creates distinctiveaasgsadds tangible cues to what is

essentially an intangible service. Branding caraett new airlines or tour operators and

can promote recognition, preference and loyaltyragsbtarget markets. Whether branding

provides airports with a competitive advantageairis subject to debate (Graham, 2003a).

However, it has been widely used by airports apeg@ally by those seeking to attract

charter markets. In this instance, the brandithdéveloped may be based upon natural or

man-made attractions or aspects of historical itgpae. A few examples are listed below.

Brands based upon natural attractions include: élak8anak Airport, which is
known as North Cape Airport (e.g. see Langedalt9),9Gallivare Airport, which
is known as Lapland Airport (e.g. see Gellivard)®20 and, Enontekid Airport,
which uses the logo ‘The Airport in the Mountaifs’g. see limailulaitos, 2005a).
Brands based upon man-made attractions includeamemi Airport, which is
known as Santa Claus Airport (e.g. see Crump, 20@dmnavan Airport, which
uses the logo ‘Fly into Adventure’ (e.g. see Henmsvialygplats, 2005a); and,
Kemi-Torino Airport, which uses the logo ‘For Gatfthe Midnight Sun’ (e.g. see
lImailulaitos, 2005b).

Brands based upon aspects of historical importaratede: Keflavik International
Airport terminal, which was inaugurated in 1987 enthe name of Leifur Eiriksson
Air Terminal (e.g. see Keflavik International Aingp2005) after the Norwegian

navigator who, according to Norse sagas, was theté discover North America.

Airports have also been branded in a way that detnates their size or scope of available

services. For example, Prestwick Airport is nowerthGlasgow Prestwick International

Airport. This demonstrates that the airport semésrnational as well as domestic routes.
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2.3.5.2 Promotion

According to Graham (2003a), the most basic forrmafketing that airports do is
advertising and attending exhibitions to createramwass amongst target groups. This is an
area of activity that provides airports with thgpopunity to innovate by developing and
communicating certain messages to target markédsvever, such activities may only
communicate general messages to a general audiadazan be very costly. For example,
it costs an airport 10,000 Euros to place a oneegatpur advertisement in the publication
Airline Business (Airline Business, 2065)

Increasingly, airports adopt a more direct and @ggive means of communicating with
target markets (e.g. by targeting airlines or tmperators directly). This enables airports to
communicate specific messages such as route opi@suto specific airlines or tour
operators. One recent development that has swgaptiris type of direct selling is the
World Route Development Forum, otherwise knownRmsutes®™. In this instance,

airports typically develop specific market reseasomew route potential and deliver it

through an airline presentation.

The nature of the catchment area or potential ddrigaof paramount importance to

airlines or tour operators (Graham, 2003a) and factiors are key determinants of airport
choice. In particular, airlines will want to kndte tourist appeal of the catchment area for
inbound passengers and the characteristics antdasing power of residents in the local
catchment area for outbound passengers (Favot®8)19his is supported by Graham
(2003a) who states that: “no amount of money spenimproving facilities will attract
airlines to the airport unless they consider thate is a market for their services” (Graham,
2003a; p187).

22 Readers should note that the cost of advertisifgine Business changes over time and that tieep
quoted was correct at the time of this study.

% Routes is a type of speed dating for airportsairighes as it provides networking opportunitiesotigh
one-to-one meetings. Routes has been held irreifféocations worldwide on an annual basis sirfig51
More information on Routes can be foundvatw.routesonline.com
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Gathering, disseminating and responding to marketligence is a function of MO.
However, MO does not explain how airports can us sntelligence to develop
innovative changes or refinements in their servinasketing mix. Carrara (2005) provides
an insight into Aberdeen Airport. The insight distaow airport management gathers
market intelligence on the catchment area and ¢tengial demand in order to promote new
services to existing or potential airlines. Th&ight also details a number of initiatives

(based on market intelligence) that are being byegirport management. These include:

« an application to provide 24-hour operations ineottd avoid delayed aircraft
having to divert to other airports and the subsagidisruption that has on outgoing
flights the following day;

- the introduction of an ‘Entry Into Service Procesghich consists of an assigned
Project Manager who acts as a point of contactpaodder of assistance to airlines
that are expanding existing routes or starting ravtes at the airport; and,

+ the creation of a new body called the Airport Baess Development Forum, which
is a group of airport stakeholders that meets etveoymonths to discuss route
development opportunities and provides potentidihai customers with a one-stop

shop for data on the airport, the local catchmesd and potential demand.

Being aware of the needs of stakeholders and watisimportant publics appear to be
closely related to the relationship between MO paddormance in service companies
(Gray et al., 2002) and this is likely to be theeat airports in EPA’s where collaboration
with local stakeholders such as local businesseasisi and regional development
agencies is an important factor. The benefitsasietbping such collaborations include that
it enables the airport to pool resources with I@takeholders, develop an integrated
approach to regional development, and providengitiustomers with increased support
and a wider overview of the area and its potential.

Strong working relationships between public anggig sectors in the area are likely to

impress existing airline customers and providedtingort with a competitive advantage
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when it comes to promoting the airport to poterdidine customers. The following
airports have developed (or been a part of) stt@fggtnerships that are responsible for

promoting their area:

* HIAL, a member of the Highlands Loch Ness marketingup (e.g. see HIAL,
2005);

* North Cape Airport, a member of the North Cape aitfservices (e.g. see
Langedahl, 1999);

* Hemavan Airport, a member of Tarnafjallen Incomjagy. see Hemavans
Flygplats, 2005b);

» Leifur Eiriksson Air Terminal, a member of IcelaNaturally (e.g. see Iceland
Naturally, 2005); and,

* Glasgow Prestwick International Airport, a membkthe Scottish Travel Agent

Partnership Programme (e.g. see Lang, 1999).

Collaborations have been taken a step furthernmesegions through initiatives such as
the Route Development Fund that has been estatdlishgarts of Scotland and Northern
Ireland. The Route Development Fund is based martaership between the public sector,
airports and airlines and is aimed at encouragevg air services that promote business
links and inbound tourism so as to benefit theaegiThe fund enables precise economic
evaluations of particular routes and reduces tg-ap risk to airlines agreeing to operate
such routes. However, the Route Development Fim8sotland and Northern Ireland
have produced mixed results and as Pagliari (200&a}s out, only 9 out of 17 routes
established with the support of the Scottish R@eeelopment Fund between March 2003
and May 2004 survived. In addition, although aitp@an lobby for such schemes to be
implemented at their airport, they tend to be gorent-led initiatives so the extent to

which airports can develop marketing innovationghis type is fairly limited".

24 A more detailed explanation of Route Developmamids can be found in Kealey (2004) and Eden (2005).
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2.3.5.3 Price

One way in which airports can reduce the startislpto airlines agreeing to operate new
routes is by offering price incentives such asalisted airport user charges (Graham,
2003a). This has become particularly importaraiggorts wanting to attract low-cost
carriers (Francis et al., 2004). Such incentivilsusually diminish over time and as the
route becomes more established and commercialbjevand this is a source of friction

between airports and their airlines (Graham, 2003a)

Dublin Airport Authority”® who manage Ireland’s main airports (Dublin Airp@hannon
Airport and Cork Airport) have been particularlyovative in providing price incentives to
airlines in the past and have offered a rangea#ntives for new routes (New Route
Incentives), the growth of existing routes (Growtbentives), and incentives for airlines
that choose to base aircraft at their airports €¢@aSircraft Incentives). The qualifying
criteria and extent of the incentives varies dependpon the objectives of each airport but
as an example, the following new route incentivagehbeen offered to qualifying routes at

three Dublin Airport Authority airports:

« Cork Airport, where a discounted charge of 3 Eyp@sdeparting passenger is
offered for the first three years of operation &nduros for the fourth and fifth
years of operation (Aer Rianta, 2005a);

« Shannon Airport, where a discounted charge of Ext@s per departing passenger
is offered for the first year of operation, 2.50r&ufor the second year of operation
and 3 Euros for the third, fourth and fifth yeaf®peration (Aer Rianta, 2005b);
and,

« Dublin Airport, where a 100% discount on airporéusharges is offered for the
first year of operation, 75% for the second ye@#o5or the third year, and 25% for
the fourth year (Aer Rianta, 2005c).

% The Dublin Airport Authority is a state-owned coamy that was created in October 2004 following the
Irish State Airports Act 2004. The company was/fnesly known as Aer Rianta.
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One of the constraints faced by airports that lptomational or regional airport systems

is the inability to offer flexibility in airport u=r charges. Quite often at these airports,
charges are set and applied in the same way thootidfie entire airport system. This
relinquishes the opportunity for airports to congpet pricing and is one of the reasons
why low-cost carrier concentration is higher atdpdndently-owned airports where there is
more opportunity for them to offer flexible and ebsinted airport user charges (Pagliari,
2005b). Nichols (2001) suggests that the infld&ibof an airport operator to set levels of

aeronautical charges acts as a barrier to estatgiskrvices.

Another way in which airports are known to offeicprincentives to airlines or tour
operators is through the development of joint atisieg and promotional campaigns or the
provision of marketing support. Airports recognisat they are a derived demand and that
only on very rare occasions will a passenger travah airport in order to visit that airport.
Therefore, airports sometimes support advertisargpgaigns via intermediaries such as
airlines or tour operators. These intermediaragha much greater level of brand
recognition amongst end-users (i.e. passengersaranable to penetrate markets more
effectively than airports, through aggressive mtinkecampaigns. Therefore, airports
sometimes enter into joint advertising and promm@lacampaigns through the media and
travel agents by pooling resources (Graham, 20038a)ovide marketing support directly

to airlines or tour operators to assist in theirkating efforts.

At Dublin Airport, airlines or tour operators arel@to apply for marketing support on
particular routes and are assessed according tarkelihg Support Review Matrix that
assesses the route on a number of indicators suctaork development potential, aircraft
capacity and tourism potential. Routes fallinghivitBand 1 do not receive any marketing
support. However, routes falling within Band 2 aligible to receive between 5,000-
19,000 Euros, for Band 3 the support ranges bet@bg00-50,000 Euros and for Band 4,
the support can be from 50,000 Euros and over RAanta, 2005c).
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2.3.5.4 Place

Airports sell direct to airlines or tour operatéos rights to use the airport. Airports then
rely on intermediaries such as airlines, tour ojpesatravel agents or travel planning
portals to reach end-users. Generally speakingprs do not sell direct to passengers for
rights to use the airport. However, airports acreasingly involved in providing online
travel planning support to passengers and aldweio dirlines or tour operators. This is
particularly important considering that online tehgales in Europe increased by as much
as 41% between 2003 and 2004 and have increasegrbgortion of the overall market
for European online sales from 0.2 billion Euro4 0 total market) in 1998 to 18.2 billion
Euros (7.6% total market) in 2004 (Marcussen, 2005)

The provision of online timetable services (as pted by companies such as OAG and
Innovata) is a basic level of online support bupssingly, less than 10% of world airports
currently buy into online timetable services (Coampt2005). In addition, whilst most
airports have an online presence, their suppomiftines or tour operators is fairly limited,
especially at airports that belong to large airgggtems. A couple of exceptions do exist
and one example includes HIAL. HIAL provide onlin@etable services and links to the

tourism industry, airline websites and Expediagael planning portaf.

2.3.6 Environmental support for marketing innovations

Gray et al. (2000) conducted a study on 329 mottisstry companies in New Zealand in
order to investigate the effect that a number ofigany characteristics and environmental
factors have on company performance. Their stodgstigated the effect of marketing
innovations on performance and suggests that tagameship between marketing
innovations and performance will be at its strongésen environmental conditions are

most supportive (i.e. that environmental supportenates the relationship between

26 The HIAL website is atvww.hial.co.uk
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marketing innovations and performance). This seldeon the assumption that: “innovation
is an important source of competitive advantagaamkets where customer preferences are
changing rapidly, where competition is intense, mh@oduction lifecycles are shortening
and maturing, and/or where differentiation is liit (Gray et al., 2000; p150).

The moderating effect of environmental supporttenrelationship between marketing
innovations and performance was not tested by @ray. (2000). However, it does have
important implications for airport managers tha keen to enhance their performance
through the use of marketing innovations, andesdfore investigated by this study. This
is because it implies that marketing innovationt evily have an effect on the performance
of airports that operate in an environment thahigracterised by market turbulence and
competitive intensity and limited opportunities fpowth or diversification. For airports
that do not operate in such an environment, thgestgn is that marketing innovations

will not have an effect on performance and maydfwee not be worth investing in.

2.3.7 Conceptualising the framework for this study

Having considered literature on MO (the MO congtraatecedents to MO, and
consequences of MO), it is possible to illustrateframework for MO at airports that
forms the basis of this study. The factors usembtaeptualise the framework are those
that have emerged from the literature review asdmiost important to airports in EPA’s.
A more detailed analysis of the framework suchhaspropositions used to measure MO

and the methodology used for implementing the fraark will be provided in Chapter 4.

Conceptualising the framework for MO at airportachieved in three main stages. First,
the MO construct is delineated. Next, antecedentdO are delineated. Finally,

consequences of MO are delineated.

The construct proposed and validated by Kohli ef18193) is used to measure MO and

consists of the three main elements: intelligera@egation; intelligence dissemination;
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and, intelligence response. The three main elesraetcombined to provide one overall
measure of airport MO and the influence of owngrsis an antecedent to MO is

investigated.

The relationship between MO and performance pravide main focus of this study and

direct, moderating and mediating effects on thati@hship are investigated.

Three marketing performance indicators are usedattiaction of new routes; the growth
of existing routes; and, the retention of existiagtes. The three marketing performance
indicators are combined to provide one overall measf airport marketing performance
and the direct relationship between MO and perfoceas investigated, whilst controlling
for environmental factors (market turbulence anchgetitive intensity) and market-level

factors (market growth and airport constraints).

Environmental factors (market turbulence and coitipetintensity), market-level factors
(market growth and airport constraints) and stiatésgtors (public focus and leisure
focus) are investigated for their moderating effatthe relationship between MO and

performance.

Finally, the mediating effect of airport marketimgovations on the relationship between
MO and performance is investigated. Individuapait marketing innovations (i.e.
innovations relating to the airport product, proioo} price and place) are combined to
provide an overall measure of airport marketingwations. The moderating effect of
environmental support (a combination of environrakahd market-level factors) on the

relationship between innovation and performanadss investigated.

The conceptual framework for this study can be sedgure 2.8.
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Figure 2.8 Conceptual framework
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2.4 Chapter summary

Chapter 2 has reviewed literature that is relet@this study and indicates where this
study fits into debates around the subject. Tieediure reviewed in this chapter comes
from three individual strands: the concept of peerality (section 2.1); the deregulation of

European air transport markets (section 2.2); dr@lmarketing concept (section 2.3).

Literature reviewed in section 2.1 suggests thepperality is difficult to define but that at
the European level, it is normally defined by splatidicators that compare levels of
accessibility. Peripherality can also be definggerceived degrees of remoteness, which
are normally determined by three types of permastuttural handicap (sparse
populations, island regions and mountain areabp ldcational disadvantages of

peripheral areas are associated with negativerfatiiat are a consequence of high distance
costs and/or a perceived degree of remotenessndgeive factors can be reduced by the
provision of fast, efficient and affordable acctsthe main transportation networks and
airports (as providers of infrastructure for airveees) facilitate accessibility and play a

vital role in promoting the social and economi@gration of EPA’s.
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Literature reviewed in section 2.2 explains howtesuo and from airports in EPA’s were
traditionally protected because, in exchange fonopoly rights on dense and profitable
routes, national airlines (or their subsidiaries)d serve lightly populated and
unprofitable routes such as lifeline domestic svito EPA’s. Deregulation of European
air transport markets has meant that the crosseisagon of loss-making services has
been replaced by direct subvention through the pl®gramme. Inconsistencies exist in
the approach and commitment to PSO'’s across Eaopeas a result, unpredictable and
rapidly changing market forces rather than puldiwviee considerations may increasingly
dictate future air services to and from airportE®A’s. The new market advocates
market-driven management practices as a meansisfiysgy airline customers, which in

marketing terminology implies that airports musbjaida MO.

Literature reviewed in section 2.3 identifies twanmplementary perspectives of MO
(behavioural and cultural). The behavioural pecsipe is most relevant to this study and
defines MO as the organisation-wide generatiorsesisnation and responsiveness to
market intelligence. Internal organisational fastsuch as senior management factors,
interdepartmental dynamics and organisational systct as antecedents to MO and have
the potential to enhance or impede MO. At airportSPA’s, internal organisational
factors can be represented by the nature of aigvanership, which can be dileneated
according to whether an airport is owned as paat dtional or regional airport system or

as an independent entity.

Literature reviewed in section 2.3 also suggesis MO can have a positive effect on the
performance of airports in EPA’s. This is knowrtlae direct effect of MO on
performance. Factors were identified that may lexederating effect on the relationship
between MO and performance. These factors incdad@onmental factors (market
turbulence and competitive intensity), market-lefaetors (market growth and airport
constraints) and strategic factors (public focus leisure focus). Innovations were
identified that may have a meditaing effect onrédationship between MO and

performance. These innovations are associatedthethirport marketing mix (i.e. the
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product, promotion, price and place). Finallyvés suggested that environmental support
(i.e. an environment that is characterised by natkbulence and competitive intensity
and limited opportunities for growth or diversifizan) may have a moderating effect on
the relationship between innovations and perforraamz may therefore determine when
innovative marketing practices are most likely &wér an effect on performance. The
relationships investigated by this study are sunsadrusing a conceptual framework (see
figure 2.8).
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3. QUESTIONS AND HYPOTHESES

This chapter describes the research questionsygulheses that have emerged from the
review of literature in the previous chapter (Cleaj®). The chapter consists of two main
sections. The first section describes the reseguektions and where relevant, proposes

the hypotheses to be tested. The second sectwidps a summary of the chapter.

3.1 Research questions and hypotheses

Four main questions have emerged from the revielteoture. The first question relates
to antecedents to MO and in particular, relatateceffect that ownership has on the MO
of airports in EPA’s. The next three questionatesto the relationship between MO and

the performance of airports in EPA’s. The four mailestions are:

Is MO at airports in EPA’s affected by airport owstap?
Does MO have a positive effect on the performari@rports in EPA’s?

When does MO have a positive effect on the perfaceaf airports in EPA’s?

WD P

How does MO have a positive effect on the perforeeasf airports in EPA’s?

The research questions form the crux of this samtyreflect the conceptual framework
that emerged during the review of literature. Sabtion 3.1.1 through to 3.1.4 summarise
the theoretical context for each research questnohstate the hypotheses to be tested.
Readers should note that much of the discussitmsrchapter is derived from the review

of literature in Chapter 2 and therefore repeatsesof the discussion from that chapter.

3.1.1 Is MO affected by airport ownership?

Literature reviewed in sub-section 2.3.3 recognibedeffect that ownership can have on

MO. In particular, the findings of Advani (1998re reviewed. His study found that

privatised airports or airports expecting privaiisa have significantly higher levels of MO
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than airports that are publicly-owned. Howevee, tinmber of airports in EPA’s that are
privately-owned or expecting privatisation is véaw. This means that a comparable
categorisation of airport ownership is not appragerifor this study. Instead, Pagliari
(2005b) suggests that airports in EPA’s can beggdwaccording to levels of national,

regional, and independent ownership.

Pagliari (2005b) suggests that although indepeihgdenined airports are negatively
affected by economies of small scale, they are tabigke advantage of locally-based
decision-makers that can deal with airline cust@nairectly and can liaise easily with local
stakeholders (e.g. local businesses, tourism agidnal development agencies). This is
compared to regionally-owned or nationally-ownegaiits that tend to have centrally-
based decision-makers whose priorities may contlittt the needs of airlines and local
stakeholders. In addition, regionally-owned oiiovally-owned airports are likely to
experience excessive bureaucracy and inefficiesmay,the focus is likely to be on the main
airports within the group. Independently-ownegbaits on the other hand, are likely to be
proactive in the marketing and promotion of théipart, have the flexibility to innovate
and offer incentives to potential airlines, andu®on reducing costs and improving

efficiency.

MO entails generating, disseminating and responttingtelligence on the current and
future needs of customers and it is assumed thapendently-owned airports that are able
to deal with airlines directly, liaise with stakétiers, and respond more quickly and
effectively to airlines, will be more market-oriatéd than airports that are not. Therefore,

in terms of the impact of airport ownership on Mk hypothesis states that:
H1. The more independently-owned the airport, the hidgine level of MO.
A large proportion of airports in EPA’s are ownedtbe same regional or national

organisation so competition between airports idyféimited. Parallel to this, Leask (2002)

advocates the benefits of independent airport ostmgiand provides the example of

97



Chapter 3: Questions and Hypotheses

Prestwick Airport, which after being privatisedlif92, experienced greater competition
and subsequent growth and development. Howeusrnidt necessarily the nature of
ownership that encourages competition and enhgrezésrmance. Instead, the nature of
ownership is likely to create a more market-origedairport, and it is the airport's MO
that affects performance. Therefore, the nexttipesasks whether MO has a positive

effect on airport performance.

3.1.2 Does MO have a positive effect on airport parmance?

Literature reviewed in sub-section 2.3.4.2 suggestsMO has a positive relationship with
performance (e.g. Jaworski and Kohli, 1993) and ttmarelationship is based upon the
assumption that companies that are market-oriehtaiiebe better equipped to satisfy
customer needs and preferences, and subsequeritdynpéetter than companies that are
not (Day, 1994). This would not have been the éasairports during the regulated era of
the European airline industry as regulatory contrebnt that airport performance was
primarily determined by government decisions angulylic service considerations, in

which case MO would not have had any effect onquaréance.

The deregulated environment has meant that airire$reer to choose where they fly to
and from and the decisions of airlines are incregigibased upon commercial (as opposed
to public) considerations (Graham, 2003a). Indeeegulated environment, the assumption
is that airports that are more market-orientatedikely to perform better than those that
are less market-orientated. Therefore, in ternth®tirect effect that MO has on airport

performance, the hypothesis states that:
H2. The greater the MO of an airport, the greatereatsqymance.
Environmental factors (market turbulence and coitipetintensity) and market-level

factors (market growth and airport constraints)taarfor the effect of MO on

performance. Each of the factors is expected ve hanegative effect on performance,

98



Chapter 3: Questions and Hypotheses

except for market growth, which is expected to hapesitive effect. Rationale for the

expected effects on performance has been prowidsdi-section 2.3.4.2.

H2 tests the direct effect of MO on performancewdver, literature reviewed in sub-
section 2.3.4.2 suggests that a number of enviratahenarket-level and strategic factors
are able to moderate the relationship between MOparformance. Therefore, the next

guestion asks when MO has a positive effect orodierformance.

3.1.3 When does MO have a positive effect on airpoperformance?

Literature reviewed in sub-section 2.3.4.2 (e.grida2001) suggests that market
turbulence and competitive intensity strengthernréiationship between MO and

performance.

Market turbulence is characterised by the ratehahge in customers and their needs and
preferences (i.e. the greater the rate of chahganbre turbulent the market) (Kohli and
Jaworski, 1990). The assumption here is that teatgr the turbulence, the greater the
need for companies to be market-orientated saliegtcan understand and respond to
changes in customers and their needs and prefere Reethermore, the more market-
orientated the company, the more likely it is tcabée to adapt to change and continually

satisfy customers.

For airports, market turbulence can be charactébyechanges in airline decisions in terms
of whether or not to continue operating a particubaite, frequency or seat capacity. It can
also be characterised by a high turnover of aitungtomers. In such volatile and
unpredictable surroundings, it is likely that treed for MO is heightened and that the level
of performance is likely to be greater at airpovith a greater MO. Therefore, the

hypothesis states that:
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H3. The greater the market turbulence, the strongeretiationship between MO and

airport performance.

Competitive intensity is characterised by an emviment in which customers have multiple
choices (Kohli and Jaworski, 1990). In this enmireent, MO is assumed to support a
competitive advantage and encourage superior peaioce. Alternatively, companies that
experience high competitive intensity but demonstlaw levels of MO are likely to

experience inferior performance.

Airports compete for airlines and can compete figin, destination or transfer traffic. In
highly competitive environments, the need for aitpto be market-orientated is enhanced
and can subsequently enhance performance. Thec&ise competitive intensity means
that airports that fail to satisfy airline needsl gmeferences, are more likely to lose out to

competitors that are more market-orientated. Tbegethe hypothesis states that:

H4. The greater the competitive intensity, the stronigemrelationship between MO

and airport performance.

The extent to which airports are exposed to matkbulence and competitive intensity
often depends upon the strategic focus of the di(pe. the nature of airport traffic). For
some airports in EPA’s, public services still doatamand, for these airports, the need for
MO is likely to be fairly limited. This is becausautes may be heavily subsidised and
determined by public service considerations as s@gdo commercial considerations.
Under these circumstances, there is little incenfior the airport to be market-orientated
and it is likely that airports with low levels of®can still perform well. Therefore, the

hypothesis states that:

H5. The greater the dominance of public services, thaker the relationship between
MO and airport performance.
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This is not likely to be the case at airports @t focused on developing leisure services
(e.g. low-cost, charter or niche regional services)

Leisure services are extremely market-driven and te serve point-to-point routes (as
opposed to hub connections). The market for awiges at airports that are focused on
developing leisure services is, therefore, higlygtec as airlines can transfer their
operations to other airports if they do not pravé¢ commercially viable and if their needs
and preferences are not satisfied. This is assgapto airports that act as hubs and,
therefore, have a large commitment in terms ofrentesources devoted to them or airports
that attract public services or scheduled hub coinmes, where hub feed to onward flights

reduces the need to be commercially viable. Thesethe hypothesis states that:

H6. The greater the focus on leisure markets, the génotne relationship between

MO and airport performance.

Some of the literature reviewed in sub-sectiond223(e.g. Narver and Slater, 1990)
suggests that MO is likely to be less importardgnnenvironment where there is strong
market growth. This is because it is assumedrtizaket growth acts as a disincentive to

be market-orientated. However, this study proptisatsthe opposite will be the case at
airports in EPA’s (i.e. that MO is likely to be n@oimportant in an environment where

there is strong market growth). This is becaudmas are more inclined to choose airports
that can demonstrate market growth or potentishi@m, 2003a) and that the fact that
market growth exists is not always enough, airpalde need to be market-orientated. This
is why, in the context of airports, the relatiomshetween MO and performance is expected
to be positively moderated by market growth. Tferes the hypothesis states that:

H7. The greater the market growth, the greater the¢ioakhip between MO and

airport performance.
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As a consequence of their peripheral location caigoin EPA’s are sometimes constrained
by limited infrastructure (e.g. inadequate runwiaghting or terminal capacity) or harsh
operating conditions (e.g. operating limits, obsor frequent adverse weather). Airports
that suffer from such constraints may not be isitpn to gain from market growth and
this means that performance is impeded, irrespectiwhether or not the airport is

market-orientated. Therefore, the hypothesis Stiiat:

H8. The more constrained the airport, the weaker tlagioaship between MO and

airport performance.

H3 to H8 test the effect of a number of moderatagjors on the relationship between MO
and performance. Whilst an understanding of thtofa that moderate the relationship
between MO and performance is of use to airportagars, it does not provide them with
an understanding of the management practices @imanfuence the relationship.

Therefore, the next question asks how MO has dipesffect on airport performance.

3.1.4 How does MO have a positive effect on airpoperformance?

Literature reviewed in sub-section 2.3.4.2 (e.gy,[1®94) suggests that more market-
orientated companies are likely to have superiaketaand customer sensing capabilities
and that by being able to understand and respotietourrent and future needs and
preferences of their customers, are likely to eigoee superior performance. Literature
reviewed in sub-section 2.3.4.2 (e.g. Han et 898) also suggests that innovation
assumes the mediator role in this situation, aneraenes the success of the relationship
between MO and performance. In this context, imtions are implemented (after the
intelligence-gathering, disseminating and respagp@irocess has taken place) as the

medium of choice for achieving company performance.

It is very difficult to be innovative with the aiopt product, especially with core elements

such as the ability for aircraft to land and take &lowever, literature reviewed in sub-
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section 2.3.5 (e.g. Halpern 2005; 2007) has demnatest how innovations can be
implemented by airports within the context of tipart marketing mix. These types of
innovation are expected to have a positive medjatie on the relationship between MO

and performance. Therefore, the hypothesis stiasts

H9. The greater the level of airport marketing innowasi, the stronger the

relationship between MO and airport performance.

Literature reviewed in sub-section 2.3.6 (e.g. Getagl., 2000) suggests that innovation is
an important source of competitive advantage inketarwhere customer preferences are
changing rapidly, where competition is intense, mh@oduction lifecycles are shortening
and maturing, and/or where differentiation is liit This implies that the relationship
between innovation and performance will be attitsrggest when environmental conditions
are most supportive. Therefore, the hypothestesthat:

H10. Environmental support strengthens the relationbbigreen marketing

innovations and airport performance.

3.2 Chapter summary

Chapter 3 has described the research questionsypotheses that have emerged from the
review of literature in the previous chapter (Clea@). 10 hypotheses have been
developed in order to answer the research quesdioth& summary of the 10 hypotheses is
provided in table 3.1. Table 3.1 identifies th@bthesis (H), the relationship to be tested,
the proposed direction of the relationship, andttfe®retical basis for the relationship.
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Table 3.1 Summary of hypotheses

H Relationship Direction | Theoretical basis
Independent ownership- | Positive Kohli and Jaworski (1990); Jaworski anchK¢1993);
MO Liu (1995); Advani (1998); Advani and Borins (2001
Cervera et al. (2001); Harris (2001); Harris and
Ogbonna (2001); Kim (2003); Green et al. (2005);
Matsuno et al. (2005); Qu et al. (2005); Sin e(2005)
2 MO-performance Positive Narver and Slater (1980iekert (1992); Deshpandé
al. (1993); Jaworski and Kohli (1993); Slater and
Narver (1994); Pelham and Wilson (1996); Pitt et al
(1996); Deshpandé and Farley (1998); Narver and
Slater (1998); Oczkowski and Farrell (1998); Van
Egeren and O’Connor (1998); Baker and Sinkula
(1999a); Pelham (1999); Gray et al. (2000); Hombur|
and Pflesser (2000); Matsuno and Mentzer (2000);
Slater and Narver (2000); Cervera et al. (2001) Gu
(2002); Matsuno et al. (2002); Perry and Shao (2002
Kim (2003); Pulendran et al. (2003); Wu (2004); &re
et al. (2005); Lee and Tsai (2005); Matsuno et al.
(2005); Shoham et al. (2005); Sin et al. (2005)
3 MO-market turbulence- Positive Narver and Slater (1990); Jaworski and Kohli (1993)
performance Gray et al. (2000); Hooley et al. (2003); Kim (2303
4 MO-competitive intensity- | Positive Matsuno et al. (2005)
performance
5 MO-public focus- Negative | Pelham (1997b); Morgan and Strong (1998);
performance Drummond et al. (2000); Gray et al. (2000); Matsung
6 MO-leisure focus- Positive and Mentzer (2000); Harris (2001); Hooley et al.
performance (2003); Kim (2003); Matear et al. (2004); Wu (2004)
Matsuno et al. (2005)
7 MO-market growth- Positive Narver and Slater (1990); Kim (2003); Mias et al.
performance (2005)
8 MO-airport constraints- Negative Narver and Slater (1990); Matsuno et24l0%)

performance
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Table 3.1 Summary of hypotheses (continued)

H Relationship Direction | Theoretical basis
MO-innovations- Positive Narver and Slater (1990); Jaworski andIK@d993);
performance Day (1994); Slater and Narver (1994); Gatignon and
Xuereb (1997); Han et al. (1998); Baker and Sinkula
(1999b); Gray et al. (2002); Salavou (2002); Agdreta
al. (2003); Langerak (2003); Maydeu-Olivares and
Lado (2003); Pulendran et al. (2003); Matear et al.
(2004); Ellis (2005); Lee and Tsai (2005); Mats@ho
al. (2005)
10 | Innovations-environmental Positive Gray et al. (2000)
support-performance
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4. METHODOLOGY

Having considered the underpinning theory to thislgin the literature review (Chapter 2)
and the research questions and hypotheses ingh®ps chapter (Chapter 3), this chapter
will describe the background to this study from etmodological point of view. The

chapter consists of five main sections. The &esition explains and provides rationale for
the research strategy, which was implemented ttrolg use of a questionnaire-based
survey. The second section describes the procedsesl to define the population for this
study. The third section considers issues reldbrtfe design and delivery of the survey.
The fourth section introduces the methods thathéllused to analyse the data in this study.

The fifth section provides a summary of the chapter

4.1 Research strategy

This study can be classified as belonging to tligassciences area of research because it
aims to grasp the social dimensions and consegegentimanagement behaviour. A range
of systematic approaches can be applied to reseatbk area of social sciences and the
type of research and class of research that is tmdertaken normally dictates the choice
of research strategy. Figure 4.1 identifies a nemal types and classes of research and the

strategic options for research in the social s@snc

As figure 4.1 indicates, there are two main clasdessearch in the social sciences; non-
experimental and experimental. A third class, geaperimental, includes aspects of both
experimental and non-experimental research. N@em@xental research is applied within
an environment where variables cannot be maniplilateontrolled, and this class of
research is most common in the social sciencescesly techniques such as the use of
secondary records, case studies and surveys orievss. Experimental and/or quasi-
experimental research is typically applied in aniemment where variables can be

manipulated or controlled.
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Figure 4.1 Classes of research and research stratefpr the social sciences

Type of research Class of research Research strategy

Secondary records

Field observation

—D[ Non-experimental ]—

Case study

Task analysis

Critical incidents

Epidemiology

Meta-analysis

Surveyl/interview

| W U W W W W W W—

Correlation study

Longitudinal

—P[ Quasi-experimental

—

IR IR NNRNNEN;

Cross-sectional

A

After-only design

Basic research ]—b[ Experimental }

Source: Adapted from Wiggins and Stevens (1999)

A

Before-after design

Broadly speaking, this study aims to examine thetionship between MO and the
performance of airports in EPA’s. In this instaneariables cannot be manipulated or
controlled, so an institutional approach that aimselarify the existence of phenomena and
the nature of relationships between phenomenayigrexl. This is most suited to the non-
experimental class of research (Mitchell and Joll&®2) and the information required can
be derived from a survey, which is often consideceble the most appropriate way of

gathering empirical evidence for non-experimergakarch (Oppenheim, 1992).
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As was indicated in table 2.8, surv&yare by far the most used method of research for
studies on MO. Indeed, of the 32 studies listeginte 2.8, 26 used surveys and only six
used interviews. This study aims to grasp theas@imensions and consequences of
management behaviour for a specific populationthadbjectives of this study are well
suited to a survey. Therefore, a survey was sslesrs the main method of research for this
study.

According to Wiggins and Stevens (1999), surveys te be relatively cost-effective and
have the ability to encompass a large populatidgh velative ease. This study had no
financial budget and as will be indicated in subtiem 4.2.2, consists of a large and
scattered population. Therefore, the advantagassafvey are significant to this study.
Unfortunately, the advantages are accompaniedrayrder of disadvantages and the main
ones include that the researcher has a lack ofaanter data and that the survey may only
return a limited number of responses. Issuesimgléb survey design and delivery become
important when trying to mitigate for the disadwaggs of using a survey and these will be
discussed in section 4.3.

Interviews could have been used instead of survelgsvever, the population for this study
consists of a large number of airports in scattaratiremote parts of Europe so it would
have been extremely time-consuming and costly holgot face-to-face or even telephone
interviews. In addition, without using complicataxd time-consuming techniques such as
follow-up interviews, triangulation and/or a mixetethods approach, the accuracy of the
interpretation of an interview may be reduced (Wigagnd Stevens, 1999). This is

because the interviewer may experience problenmenpreting whether the data produced

27 Surveys are said to differ from questionnairestbettwo terms are often used interchangeablyveSsr
tend to focus on broad issues that aim to ansveeareh questions whilst questionnaires tend tosfocua
central theme or notion that aims to test spebiigotheses (Wiggins and Stevens, 1999). However, a
questionnaire is a type of survey, which is whytihie terms are often used interchangeably. StuhdglO
tend to test specific hypotheses using a questitatbased survey that gathers quantified infornmatio the
behaviour and/or attitudes of a specific populatidost of these studies use the term ‘surveyofgsosed to
questionnaire-based survey) and for the purpostgétudy, the term ‘survey’ will be used.

108



Chapter 4: Methodology

by the interview is an accurate reflection of wthegt respondent actually said and meant
(Dyer, 1995).

Finn et al. (2000) describe the difference betwaesctriptive and analytical surveys. The
survey that was used for this study is analytieslduse it seeks explanations for observed
variations in given phenomena (e.g. perceived tiana in the airport business
environment, perceived variations in managemenawehrs, and perceived variations in
airport performance). This is as opposed to dptee surveys that are designed to identify
characteristics of a specified population eithea gtven moment in time or over a period of
time.

Advani (1998) conducted an analytical survey tastigate factors that affect airport MO.
His study was based on a survey that was sentmageas of 480 worldwide member
airports of Airports Council International (AG) 50 propositions measuring MO and
factors that influence MO were presented on a Btdokert scale and the survey aimed for
a five-minute completion time. The survey was fgitbon 10 airports and 201 airports
provided useable responses to a final versione§thvey (a response rate of 42%). The

survey was written in two languages; English andrgh.

Fry et al. (2004) have also conducted an analysigaley that is of interest to this study.
However, on this occasion the study was on airlinstead of airports. The study was
based upon a survey on the use of performance megasnt techniques by airlines.
Approximately 22 open, closed and scaled questi@re presented to 200 of the world’s
largest airlines as ranked by Air Transport Wotid terms of total passengers carried for
2001 and still operating by the time of the surv@fe survey was addressed to Flight

Operations and was sent out off' F&bruary 2003. Reminders were sent to non-

% ACl is a worldwide association of airport operatoAs of 2006, ACI represents over 1,650 airports76
countries worldwide. More information on ACI cae tound atvww.airports.org

29 Air Transport World provides news and reports dtaitine, air transport and related industriesor#
information on Air Transport World can be foundaatw.atwonline.com
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respondents on f™March 2003, 28 May 2003 and 27 August 2003. 43 airlines

provided usable responses to the survey (a respatesef 22%).

York Aviation conducts a number of surveys on aitpa Europe on behalf of ACI-
Europé®. A recent survey on the social and economic irpéairports in Europe (York
Aviation, 2004) was sent to 204 member airportd©f-Europe. The survey was based on
the broad methodology and definition from the ACir&pe Study Kit 2000 asking what

the direct, indirect, induced and catalytic impaaftairports are. The survey was primarily
descriptive as it aimed to identify characterist€s specified population at a given
moment in time. 41 airports returned the surveyialing a response rate of 20%.

The surveys conducted by Advani (1998), Fry e{20104) and York Aviation (2004)
provide a great deal of practical guidance on issakating to survey design and delivery
for aviation-related studies. For MO-related issyeactical guidance is provided by the
survey conducted by Advani (1998) and the surveyslacted in other studies on MO that
are listed in table 2.8. Issues relating to sudesign and delivery will be considered in

section 4.3.

Having provided a brief introduction to the reséastrategy; section 4.2 will describe the
procedures used to establish the spatial paranfeteitss study and to define the study
population (i.e. airports in EPA’S).

4.2 Defining the population

Desk research from secondary sources facilitateddintification of EPA’s and their

airports, thus determining the spatial parametedsaapopulation of airports for this study.

30 ACI-Europe is the European branch of ACI. As 808, ACI-Europe represents over 400 airports in 45
European countries and member airports handle 9@%momercial air traffic in Europe. More informaiti
on ACI-Europe can be found atvw.aci-europe.org
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The methods used to define and measure EPA’s wititlined before defining the

methods used to identify a population of airports.

4.2.1 Defining and measuring EPA’s

Based upon the findings in sub-section 2.1.1,shidy used a spatial peripherality
indicator and perceived degrees of remotenesssfalefinition and measurement of EPA'S.
The methods used will be outlined in sub-sectia@sl4l and 4.2.1.2 respectively.

4.2.1.1 Spatial peripherality indicator

A potential accessibility indicator was used fdststudy and is based on the assumption
that the attraction of a region increases with aizé decreases with travel time. The

equation used to calculate potential accessibdifyrovided in figure 4.2.

Figure 4.2 Equation used to calculate potential aessibility

Aa=Y (Tab)(Pb)

Where:
Aa is the accessibility (A) of region a.
Tab is the average travel time by car (T) to ra&gfion b from region a.

Pb is the population (P) reached at region b.

The calculation is repeated until the accessibiftyegion a to all other regions has been caledlat
and averaged out. The process is then repeatiédhenaverage accessibility of each region has
been calculated. The averages are then be prdsentn index in order to identify the relative

accessibility of each region.

Travel time data and the methodology used to géména data was provided by
Schirmann and Talaat (2000). The data has beeamnaged by calculating the average

travel time (by passenger car) from the centroidifnurban centre) of one region to the
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centroid of every other region, including its owFravel time by passenger car was used
because it tends to represent the perspectivaiatedirms and consumers (i.e. the
markets that can be reached from a particular @@iod, therefore, supports the strong
marketing focus of this study. This is as oppdsetthe use of travel time by freight lorry
that tends to represent the perspective of produmepotential markets such as air freight,

jobs and business opportunities.

Spiekermann and Neubauer (2002) have calculateshpalt accessibility with respect to
road, rail, air and multi-modal travel and haverfduhat results vary greatly between the
different methods used. They suggest that mul@lahtravel time is the most appropriate
single indicator. However, regions that belon@ tmajor rail corridor or have a major
international airport will have a distorted levélperipherality that can be induced or
reduced dramatically by changes in transport itfuasure. This study does not aim to
assess the impact of transport infrastructure gional accessibility and it is felt that the
use of passenger car provides a more natural anulade representation of a region’s

spatial remoteness.

The travel time calculations made by SchirmannTaddat (2000) and used in this study
incorporate: different national speed limits; speedstraints in urban and mountainous
areas; different road types; sea journeys; bordkyd; road gradients (estimated by
overlaying the road network with a digital terranodel); and, congestion in urban areas
(estimated as a function of population densityle Travel time calculations, therefore, take
account of many of the permanent structural reptesiens of peripherality that have been

identified in sub-section 2.1.1 (i.e. island reg@nd mountain areas).

The calculations were made for the 25 member stditdse EU (including the 10 states that
joined in May 2004), two of the three Candidate @taes that are due to join the EU in
2007 (the only one not included being Turkey whi@s not negotiating membership at the
time of this study); and, the four countries of EfeTA. Table 4.1 provides a list of the 31

states (EU31) that were included in the travel toakeulations.
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Table 4.1 EU31 states

[ EU25 including the states that joined the EU in 200 | States setto join | EFTA states |
the EU in 2007

Austria Greece UK Cyprus | Bulgaria Iceland
Belgium Ireland Estonia Malta | Romania Liechtenstein
Germany ltaly Hungary Latvia Norway
Denmark Luxembourg Lithuania Poland Switzerland
Spain Netherlands  Slovenia
Finland Portugal Czech Republic
France Sweden Slovak Republic

For this study it was decided that EU31 shoulddiesiered at NUTS II. This is because
NUTS I divisions are mainly countries and provide small a breakdown of regions.
Although NUTS IlI-V would provide a more detaileds@ssment and division of regions
and provide a more representative definition odimport’s catchment area, it was felt that
the sheer number of regions would make it toodiffito generate, present and interpret
data without the use of a sophisticated databaserapping software. In addition, some
airports do have large catchment areas that aly lik reach or in some cases exceed
NUTS IlI-V borders.

The number of institutional divisions used in tsiisdy for EU31 at NUTS Il is 271 and a

breakdown of these divisions can be seen in taBfé. 4

Table 4.2 EU31 NUTS Il regions

[Country ~ [NUTS Ilinstitutional definiton ~ |Regions |
Austria Bundeslander 9
Belgium Provincies 11
Denmark Country 1
Germany Regierungsbezirke 40

31 Readers should note that the Eurostat divisiaregibns changes over time and that Appendix B plewi
an accurate breakdown of the NUTS Il regions thatused in this study.
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Table 4.2 EU31 NUTS Il regions (continued)

Country NUTS Il institutional definition Regions
Greece Periferies 13
Spain Comunidades y ciudades autonomas 16
France Régions 22
Ireland Regions 2
Italy Regioni 20
Luxembourg Country 1
Netherlands Provincies 12
Portugal Comissaoes de Coordenacao regional + Begittonomas 5
Finland Suuralueet / Storomraden 6
Sweden Riksomraden 8
England Counties (some grouped); Inner & Outer loond 30
Wales Group of unitary authorities 2
Scotland Groups of unitary authorities or Localdfptise Companies| 4
Northern Ireland | Country 1
Cyprus Country 1
Czech Republic | Groups of Kraje 8
Estonia Country 1
Hungary Tervezesi-Statisztikai 7
Latvia Country 1
Lithuania Country 1
Malta Country 1
Poland Wojewodztwa 16
Slovak Republic | Zoskupenia Krajov 4
Slovenia Country 1
Bulgaria Rajon za Planirane 3
Romania Regions 8
Iceland Country 1
Liechtenstein Country 1
Norway Landsdeler 7
Switzerland Grossregionen 7
EU31 total NUTS Il regions 271
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It could be argued that economic indicators areoeerappropriate measurement of activity
for a study on the air transport industry as thegedirect correlation between the
economic activity of a country or region and thenber of trips taken per capita (Hanlon,
1999). However, this means that the true peripmetaire of Europe’s northern periphery
(e.g. parts of northern Scandinavia) may be distbioty the relatively high levels of GDP
per capita in those areas that is caused by theehagzonomic outputs of those countries
and the fact that the national assets and poli@§sto reduce the economic disadvantages

of peripherality (Spiekermann and Neubauer, 2002).

The travel time between each region was weighteithé@yopulation of the destination
region using Microsoft Excel and the average trawed by car to all other regions was
calculated for each region. The accessibilityafteEU31 region (271 regions) was then
presented in the form of an index with the averafgal the EU31 regions being 100.
Regions above the average are considered to lveglanaccessible whilst regions below
average are considered to be relatively accessiiite. higher the index number, the more
inaccessible the region is. The findings of thatisy peripherality indicator are provided in
Appendix C. TheNUTS Il regions in Appendix C are ranked in ordéperipherality,

which is indicated by the column labelled ‘IndexX&eland is the most peripheral region
(with an index of 400) and Rheinhessen-Pfalz innGzety is the least peripheral region
(with an index of 61). Lancashire in the Unitechfdlom is average in terms of
peripherality (with an index of 100). Any regiobave Lancashire is considered to be

peripheral according to the spatial peripherahtjicator for this study.

4.2.1.2 Perceived degrees of remoteness

This study also used perceived degrees of remaendts measurement of peripherality

and used three main measures: sparse populatstensg iregions; and, mountain areas.
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Sparse populations

Only regions that are inaccessible to potentialketar(according to the spatial
peripherality indicator defined in sub-section 4.2) and have a population density of less
than 100 inhabitants per km2 were included in shisly’>. This meant that capital city
areas such as Helsinki, Athens, Lisbon, Stockhalmd, Oslo have been excluded from the
population. All of these areas are relatively pessible to potential markets according to
the spatial peripherality indicator but have refally large local markets that are
represented by their relatively high populationsigees. Population densities for EU31
NUTS Il regions were determined by calculatingtibenber of inhabitants per surface area
(km?). This was calculated using population dawa surface area data for 2000. The data
was extracted from the Eurostat database and waglpd by Eurostat in March 2005.

The findings of the population density analysis@@vided in Appendix CThe column
labelled ‘Density’ in Appendix C indicates the pdgition density for each region
(measured in terms of the number of inhabitantkp®@). Any NUTS Il region with a
peripherality index of over 100 and a populationgity of less than 100 inhabitants per
km?2 was included in this study. The only exceptiothis rule is UKN Northern Ireland.
This region meets the requirements of the spatiabperality indicator (with an index of
137) but is not sparsely populated (having a pdfuialensity of 119 inhabitants per km?).
Despite this, the region was included in this stadythe basis that it is geographically
separate from the mainland of the United Kingdadlrhe justification for including the
region in this study is supported by industry comtators such as Graham (2003b), who

considers the region to be peripheral in the cdrdaékurope.

The second perceived measure of remoteness isl istgions.

32 The figure of 100 inhabitants per km? is usedh®/EC to determine areas with a low population ithens
(e.g. see Wikipedia, 2005).
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Island regions

Some island regions would have been excluded flasnstudy on the basis of their high
population densities. However, this would not hagen a fair reflection of their relative

inaccessibility to potential markets and relativetyall local markets.

As was mentioned in sub-section 2.1.1, Plainstabjg@iand Bradley Dunbar Associates
(2003) has identified Europe’s island regions ahBUTS Il and Ill and the island regions
are listed in table 2.2. The classification ohrl regions for this study follows the list
provided in table 2.2 and includes island regidrisogéh NUTS Il and Ill. This is so that a
number of smaller island regions that exist at NUIT8ut not NUTS Il could be included
(e.g. DKOO7 Bornholm and UKK30 Isles of Scilly}x was mentioned in sub-section 2.1.1
that a number of islands are missing from tharisable 2.2, the most obvious ones being
the Isle of Man, the Channel Islands and the Fislaeds. This is because these regions
are not included in the NUTS classification of . However, they were included in
this study. In addition, table 2.2 does not ineligland regions from the 10 states that
joined the EU in May 2004 or the Candidate Couatrids will be mentioned in sub-
section 4.2.1.3, these regions were excluded frosnstudy, except for Cyprus and Malta,

so these two island regions, which are in fact teesy were included in this study.

Island regions in Norway (Svalbard and the Lofd&ands) are not listed in table 2.2
because Norway belongs to the EFTA (as opposdtet&t)) and countries of the EFTA
were not included in the study by Plainstat Eurape Bradley Dunbar Associates (2003).
However, the island regions of Svalbard and thetesf Islands were already included in
this study as they belong to the region NOO7 Noodgd, which is defined as being
relatively inaccessible (according to the spata&igherality indicator) and sparsely
populated.

As will be mentioned in sub-section 4.2.1.3, iskbdlonging to Europe’s outermost

regions such as the Canary Islands and the Azazes ot included in this study.
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Mountain areas

The third perceived measure of remoteness is mouateas. The digital terrain model
provided in figure 2.3 was used in order to physiadelineate Europe’s mountain areas.
Many of the mountain areas delineated in figureve8e already included in this study on
the basis that they are located in areas thaetagvely inaccessible (according to the
spatial peripherality indicator) and sparsely paped (e.g. the Scandinavian mountains, the
Scottish highlands, and parts of Iceland and mathfareece), or are island regions (e.g.
the Faroe Islands and the southern/Mediterranéamdis of Spain, France, Italy and
Greece). However, significant mountain areas éRettwere not yet included in this study.
These mountain areas are listed in table 4.3 amd meluded in this study. Delineation of
the mountain areas is not provided according toNld&S classification because mountain

ranges typically cover vast areas and multipleaesg)i

Table 4.3 Mountain areas not already included by pevious indicators

Country (code) |Mountain areas

Austria (AT) Austrian Alps; Tauern Mountains

Germany (DE) Bavarian Alps

Switzerland (CH)| Swiss Alps

France (FR) French Pyrenees; Massif Central; NontReench Alps; Mediterranean French Alps
Italy (1T) Italian Alps; Apennines

Spain (ES) Spanish Pyrenees; Sierra Morena; Sp@aistabrian Mountains

Portugal (PT) Potugese Cantabrian Mountains

4.2.1.3 EPA’s

The findings of the perceived degrees of remotewess combined with the findings of
the spatial peripherality indicator in order to gwice a list of areas that could be defined as

being EPA'’s for the purpose of this study and tBeegions are listed in table 4.4.
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Regions are coded according to their NUTS Il ocléissification except for the additional
island regions and mountain areas identified insediion 4.2.1.2 that do not belong to the
NUTS classification of regions. The additionahisll regions and mountain areas are
coded by their country code and where multipleargiexist, the country code is
proceeded by the letter a, b or c.

NUTS Il regions of Eastern European countries jiiatd the EU in 2004 or are set to join
in 2007 were excluded from this study on the bmsinformation is not readily available,
especially on the airports in these regions. Tilg exception to this is the
southern/Mediterranean countries of Malta and Cypinat are NUTS Il regions
themselves and were included on the basis thatnaton is readily available on the
regions and their airports. Finally, Europe’s onotest NUTS Il regions were not included
due to their geographical separation from Europeese regions include ES70 Canarias,
FR91 Guadeloupe, FR91 Martinique, FR93 Guyane, FR&4hion, PT20 Acores, and
PT30 Madeira.

Table 4.4 EPA’s

No. |Code Region No. Code Region

1 |ATa Austrian Alps 39 | GR24 | Sterea Ellada

2 ATb Tauern Mountains 40| GR25| Peloponnisos

3 CH Swiss Alps 41 | GR41 | Voreio Aigaio

4 Cl Channel Islands 42/ GR42| Notio Aigaio

5 |CYO00 Cyprus 43| GR43 | Kriti

6 DE Bavarian Alps 44 | IEO1 Border, Midland & Wester
7 DKO07 Bornholm 45 | 1EO02 Southern and Eastern
8 ES11 Galicia 46 | IM Isle of Man

9 |ES13 Cantabria 47| 1S00 island

10 |ES23 La Rioja 48| 1792 Basilicata

11 |ES24 Aragon 49| ITA Sicilia

12 |ES41 Castillay Ledn 50| ITB Sardegna

13 |ES42 Castilla-La Mancha 51 |ITa Italian Alps
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Table 4.4 EPA’s (continued)

No. |Code Region No. Code Region

14 |ES43 Extremadura 52 ITb Apennines

15 |ES53 llles Balears 53 MAO0O0| Malta

16 |ES61 Andalucia (including Gibraltar)54 |NOO02 | Hedmark og Oppland
17 |ES62 Region de Murcia 55 NOO03 Sgr-gstlandet

18 |ES63 Ceuta & Melilla 56| NOO4| Agderog Rogaland
19 |ESa Spanish Pyrenees 57 NOO5 Vestlandet

20 |ESb Sierra Morena 58 NOO06| Trgndelag

21 |ESc Spanish Cantabrian Mountains 59 NOQO7 Nomydo

22 |FI13 Ita-Suomi 60| PT12 Centro (P)

23 |Fl14 Vali-Suomi 61 | PT15 | Algarve

24 |FI15 Pohjois-Suomi 62| PTa Potugese Cantabriami&ins
25 |FI17 Etela-Suomi 63| PTb Serra da Estrela

26 |FI20 Aland 64 | SEO2 Ostra Mellansverige
27 |FR83 Corse 65| SEO0O4 Sydsverige

28 |FRa French Pyrenees 66 SEOG6 Norra Mellansverige
29 |FRb Massif Central 67| SEO7 Mellersta Norrland
30 |FRc Northern French Alps 68 SEO08 Ovre Norrland

31 |FRd Mediterranean French Alps 69 SEO¢ SmalartidGama

32 |FI Faroe Islands 70| SEOA| Vastsverige

33 |GR11 Anatoliki Makedonia, Thraki 71 UKDl Cumbria

34 |GR13 Dytiki Makedonia 72| UKJ34 Isle of Wight

35 |GR14 Thessalia 73] UKK30 Isles of Scilly

36 |GR21 Ipeiros 74| UKM1| North Eastern Scotland
37 |GR22 lonia Nisia 75| UKM4| Highlands and Islands
38 |GR23 Dytiki Ellada 76 |UKN Northern Ireland

Having outlined the methodological consideratiamrsdefining and measuring EPA’s, it is
necessary to consider the methodological considesafor identifying the airports and the

nature of airport provision in EPA’s.
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4.2.2 Airports and the nature of airport provisionin EPA’s

Under its guidelines for the development of the TENhe EC has established an

‘eligibility criteria for airports of common intes€ (European Commission, 1996).

Airports of common interest fall under one of thtgees of connecting points:

international; community; or, regional. In orderfall into one of these three categories of

connecting points, airports must meet criteria #ratpresented in table 4.5.

Table 4.5 Eligibility criteria for airports of comm on interest

International connecting points Total annual traffic volume of no less than:

5,000,000 passenger movements minus 10%, or
100,000 commercial aircraft movements, or
150,000 freight tonnes, or

1,000,000 extra-community passenger movements.

Community connecting points Total annual traffic volume of no less than:

1,000,000 — 4,499,999 passenger movements, or

50,000 — 149,999 freight tonnes, or

500,000 — 899,999 passenger movements, or whielastt30% are non-national, or
300,000 — 899,999 passenger movements and locitée: &European mainland at a distang

of over 500km from the nearest international cotinggoint.

Regional connecting & accessibility points Total annual traffic volume of no less than:

500,000 — 899,999 passenger movements, or whistthiaa 30% are non-national, or
250,000 minus 10% - 499,999 passenger movements, or

10,000 — 49,999 freight tonnes, or

Located on an island of a member state, or

Located in a landlocked area of the community witmmercial services operated by aircraft

with a maximum take-off weight in excess of 10 tesn

Source: Adapted from European Commission (1996)

Airports of common interest and the category tocktthey belong are shown in figure 4.3.

Any airport that appears in figure 4.3 and is ledain EPA’s was selected for inclusion to
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this study. For those regions that do not curyefall under the scope of the TEN-T (e.g.
Cyprus, Malta, the Isle of Man, the Channel Islartde Faroe Islands, and the four
countries that belong to the EFTA), airports wearersed using Pooley’s Flight Atlas and
traffic data from ACI-Europe or the relevant nabministry or civil aviation authority. A
total of 232 airports were identified and the t§airports per region is provided in table
4.6.

Technical data (IATA airport cod& TEN-T category, usage, clearance, flight rules,
runway type, length of longest runway, and owner)tiie airports listed in table 4.6 was
then gathered from a collection of sources inclgdiational ministries and civil aviation
authorities, airport companies and the airportededves. This information provides an
indication of the nature of airport provision in £B, which will be used for the analysis of

sample characteristics in section 5.1.

15 airports* were removed from the population due to a ladkfafrmation and the fact
that current traffic levels (as of the year end20@5) fall short of the TEN-T categories.
This left a population of 217 airports and all leé$e airports were included in the study
population for this study. A full list of the amgs and airport technical data is provided in
Appendix D. There was no sampling process beddesehole population will be

surveyed. This means that the survey will effedtioe a census of the whole population.

Having outlined the methodological consideratiamsidentifying EPA’s and their airports,
it is necessary to outline the methodological cd@sitions for the design and delivery of

the survey.

33 An IATA airport code is a three-letter code thmtlefined by IATA and designated to many airportsiad
the world. The IATA airport codes (otherwise knoasi‘location identifiers’) are published twice ayén
the IATA Airline Coding Directory.

34 The 15 airports (and the regions in which theylacated) are Almeria (ES61), Iraklion (GR43), hnisore
Inishmann & Inisheer (IE01), Husavik (1S00), Trap&rPantelleria (ITG1), Tortoli Arbatax (ITG2), Regia
(ITb), Skien Geiteryggen & Geilo Dagali (NO03), Gltva (PT12), Braganca (PT), Hudiksvall (SE06),
Skovde (SEOA).
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Figure 4.3 Airports of common interest in Europe
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Table 4.6 Population of airports per region

Region

Airports

ATa Austrian Alps

Salzburg, Innsbruck

Cl Channel Islands

Guernsey, Jersey, Alderney

CH Swiss Alps Sion, St Moritz-Engadin 2
CYO00 Cyprus Larnaca, Paphos 2
DE Bavarian Alps Friedrichshafen 1
DKO007 Bornholm Bornholm 1
ES11 Galicia Santiago de Compostela, A Coruna, Vigo 3
ES13 Cantabria Santander 1
ES24 Aragbn Zaragoza 1
ES41 Castillay Le6n Valladolid 1
ES43 Extremadura Badajoz 1
ES53 llles Balears Menorca, Palma de Mallorcaabiz 3
ES61 Andalucia (including Gibraltaalaga, Sevilla, Jerez, Granada, Almeria, Gibraltar 6
FI13 Ita-Suomi Kajaani, Kuopio, Joensuu, Savonlinferkaus, Mikkeli 6
Fl14 vali-Suomi Tampere, Pori, Jyvaskyla, Vaasan&@¢oki, 5
FI15 Pohjois-Suomi Kruunupyy, Kuusamo, Kemi-Torr@ylu, Ivalo, 8
Enontekioe, Kittila, Rovaniemi
FI17 Etela-Suomi As for FI14 (the two regions haeen merged) 0
FI20 Aland Mariehamn 1
FI Faroe Islands Vagar 1
FR83 Corse Calvi, Bastia, Ajaccio, Figari
FRa French Pyrenees Pau-Pyrénées, Tarbes-Ossutlesp®erpignan-Rivesaltes
FRb Massif Central Nimes-Arles-Camargue, Rodez
FRc Northern French Alps Grenoble 1

GR11 Anatoliki Makedonia

Kavala, Alexandroupolis

GR13 Dytiki Makedonia

Kastoria, Kozani

GR14 Thessalia

Skiathos

GR21 Ipeiros

loannina, Preveza Aktion

GR22 lonia Nisia Kerkira, Kefallinia, Zakinthos 3
GR23 Dytiki Ellada Araxos 1
GR24 Sterea Ellada Skiros, Kithira 2
GR25 Peloponnisos Kalamata 1

124




Chapter 4: Methodology

Table 4.6 Population of airpo

rts per region (contimed)

Region Airports No.
GRA41 Voreio Aigaio Limnos, Mitilini, Chios, Samd&aria 5
GR42 Notio Aigaio Kastelorizo, Rhodos, KarpathoasKs, Astypalaia, Leros, |13
Kos, Santorini, Milos, Paros, Naxos, Mykonos, Syros
GRA43 Kiiti Iraklion, Sitia, Chania 3
IM Isle of Man Isle of Man 1
IEO1 Border, Midland & Western Sligo, Donegal, GajwKnock, Inishmore Inishmann, 6
Inisheer
IEO2 Southern & Eastern Dublin, Wateford, Cork, igeShannon 5
ISOO0 Island Isafjordur, Keflavik, Reykjavik, Vestmaaeyjar, Husavik, |8
Akureyri, Egilsstadir, Hofn Hornafjordur
ITA Sicilia Palermo, Catania, Trapani, Pantelleria, 4
ITB Sardegna Olbia, Alghero, Tortoli, Cagliari 4
ITb Apennines Genoa-Sestri, Perugia, Lamenzia-Terme 3
MAOO Malta Malta 1
NOO03 Sgr-@stlandet Sandefjord, Skien, Geilo 3
NOO04 Agder & Rogaland Kristiansand, Stavanger, lésugd 3
NOO5 Vestlandet Stord, Bergen, Sogndal, Sandaoeg AFgrde, Alesund, |9
Molde, Kristiansund
NOO06 Trgndelag Trondheim, Rgros, Namsos, Rarvik 4
NOOQ7 Nord-Norge Sandnesjgen, Brgnngysund, Mo i Rdosjgen, Bodg, 26
Harstad, Narvik, Bardufoss, Rgst, Svolvaer, Leknes,
Stokmarknes, Andgya, Tromsg, Alta, Hasvik, Hamesf
Lakselv, Honningsvag, Mehamn, Berlevag, Bétsfjord,
Kirkenes, Vardg, Vadsg, Svalbard
PT12 Centro (P) Covilha 1
PT15 Algarve Faro 1
PT Potugese Cantabrian Mountains  Braganca 1
SEO02 Ostra Mellansverige Vaesteras, Orebro, Norrgipiinképing City, Borlange, 5
SEO04 Sydsverige Malmd, Ronneby, Angelholm, Kristtad 4
SEO06 Norra Mellansverige Hudiksvall, S6derhamn, ddtaristad, Gavle, Pajala, 7
Torshy

125



Chapter 4: Methodology

Table 4.6 Population of airports per region (contimied)

Regon ~ JApots  INo. |

SEO07 Mellersta Norrland Ornskoéldsvik, Kramfors, 8swall-Harnésand, Ostersund,5
Sveg

SEO08 Ovre Norrland Arvidsjaur, Hemavan, Storumaytkisele, Vilhelmina, 10
Skellefted, Umed, Kiruna, Gallivare, Lule&

SE09 Smaland med darna Visby, Oskarshamn, Hultdfraldhar, Vaxjo, Jonkoping 6

SEOA Vastsverige Lidkoping, Skdvde, Géteborg-Lanthre Goteborg City, |6
Halmstad, Trollhatten

UKK3 Cornwall & Isles of Scilly  |Newquay, St Mary's 2

UKM1 North Eastern Scotland Aberdeen 1

UKM4 Highlands & Islands Islay, Tiree, Barra, Beobk, Stornoway, Kirkwall, 10
Sumburgh, Campbeltown, Inverness, Wick

UKN Northern Ireland Belfast International, Belf&ity, City of Derry 3

Total 232

Notes:

a. Regions without any airports include: Austrid@bATauern Mountains)spain ES23 La Rioja, ES42 Castilla-La
Mancha, ES62 Region de Murcia, ES63 Ceuta & Meli8a Spanish Pyrenees, ESb Sierra Morena, ESc
Spanish Cantabrian Mountains), France (FRd Mediteran French Alps), Italy (IT92 / ITF5 Basilicdfba
Italian Alps), Norway (NOO2 Hedmark og Oppland),itdd Kingdom (UKD1 Cumbria, UKJ34 Isle of
Wight).

4.3 Survey design and delivery
4.3.1 Construction of the variables
According to the conceptual framework (figure 2a8Y the research questions and
hypotheses (Chapter 3), 11 variables needed torsracted in order to complete this
study. The 11 variables are:

1. Market orientation.

2. Ownership.

3. Performance.
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Market turbulence.

Competitive intensity.

Passenger service focus (public service focus).
Air service focus (leisure focus).

Market growth.

© © N o g A

Airport constraints.
10. Marketing innovations.

11. Environmental support.

All of the variables listed were created usingshevey except for the ownership variable,
which was sought from secondary records whilstraegj the population (e.g. see sub-
section 4.2.2). The creation of each of the véemlwill be considered individually.
Airport name and controlling variables will also éd@nsidered and a summary of the
variables will be provided in sub-section 4.3.1.13.

4.3.1.1 Market orientation

A measurement of MO is required for H1 through & Hhe MO variable was constructed
by asking respondents to answer a set of propaosititat measure MO. The propositions
are taken from the Kohli et al. (1993) construthe Kohli et al. (1993) construct has
already been discussed in sub-section 2.3.1.1henrdhtionale for its use in this study has
been provided in sub-section 2.3.2. A full versodrthe construct can be seen in Appendix
Al.

Most studies of MO do not distinguish between défe types of customer and apply one
measurement of MO for all customer types. AdvafAbg) is one exception to this.

Advani (1998) measured MO at airports accordintyim main types of customer; airlines
and passengers on the basis that they are sufficifierent customer types. This study

has also recognised the different types of airpastomer (e.g. see table 2.10). However,
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the focus of this study is on the relationship leswairports and their airline customers
and the MO construct, therefore, only measuremaiMO.

The Kohli et al. (1993) construct consists of theeaments (intelligence generation,
intelligence dissemination and intelligence respdrsd 20 propositions. The MO
construct used for this study consists of the tletements of the Kohli et al. (1993)
construct (although they are worded slightly difetty as gathering market intelligence,
sharing market intelligence and responding to ntarkelligence). Three of the Kohli et
al. (1993) propositions (propositions 4, 12 and8je rejected on the basis that they were
not particularly relevant. Propositions 4 and 8 @ncerned with end-users (i.e.
passengers) and as is mentioned in the previoagagoh (and in sub-section 2.3.2), this
study is only concerned with measuring airline Mroposition 12 is concerned with how
airports respond to competitors’ price changesthaaxtent to which airports in EPA’s
engage in price wars is likely to be limited by theéstence of multi-airport groups and a
limited degree of autonomy over pricing. The thetsments and the remaining 17

propositions used to measure MO in this study easden in figure 4.4.

As can be seen in figure 4.4, slight changes wergento the terminology used by Kohli et
al. (1993) and this is in line with the recommeimata by Harris (2001) who suggests that
MO constructs should be adapted for different casteFor instance, the terms ‘business
unit’, ‘customers’, ‘products or services’, ‘fundantal shifts’, and ‘periodically’ have been
replaced by more simple and relevant terminologhsas ‘airport’, ‘airlines’, ‘service or
facilities’, ‘changes’, and ‘regularly’. In addtn, references to ‘departments’ were
replaced by references to ‘staff’ in order to reffldne fact that some airports in EPA’'s may
be so small or flat structured that they do notehfavmal departments.

The extent to which respondents agree or disagitheeach proposition was measured on a

5-point Likert scale with ‘strongly agree’, ‘tend &gree’, ‘neither’, ‘tend to disagree’ and
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‘strongly disagree’ as the alternative chofcesSome studies (e.g. Narver and Slater, 1990)
have used a 7-point Likert scale however, mostissuase 5-point Likert scales including
the constructs of Kohli et al. (1993), Deshpandél.et1993) and Deshpandé and Farley
(1998). According to Finn et al. (2000), resportdenay be inclined to use the neutral
category when they have no opinion rather thanusraleopinion. Therefore, respondents
were provided with a ‘don’t know’ option in caseejhwanted to opt out from answering
any of the propositions that may for example, mpptear relevant to their particular airport

or situation.

The MO variable was then created by averaging¢bees for each of the propositions
used, thus indicating the extent to which the atrgomarket-orientated. This was
achieved by assigning a score to each responséofdrongly agree’, 4 for ‘tend to

agree’, 3 for ‘neither’, 2 for ‘tend to disagreeidal for ‘strongly disagree’. -99 (a null

value in SPSS) was assigned to any ‘don’t knowpoeses. It should be noted that
propositions 3, 4, 10, 13 and 15 are reverse stieshand were dealt with accordingly
during the data entry phase (e.g. a score of 2ogillecorded as a score of 4). The variable
that was created is called MKTOR.

The three elements of MKTOR (gathering market liggehce, sharing market intelligence
and responding to market intelligence) were alststracted as individual variables so that
the construct can be tested for convergent vali@ity. see sub-section 5.3.2). The creation
of the three variables was achieved in the sameasdgr the MKTOR variable (i.e. by

averaging the scores for each of the propositigesl fior each element) and the variables

35 According to Finn et al. (2000), a 5-point Likedale is sufficient for most studies and should/ji® a
balance between positive and negative categoriesa(b-point Likert scale should provide two pesit
categories, one neutral caterogy and two negaéitegories). In addition, Finn et al. (2000) sugdfest an
odd scale should be used when a direction of respimrequired (i.e. whether the respondent agnees
disagrees with a particular statement). Howeveemno direction is required, the neutral categarry be
dropped and an even number of categories can loe(iuseon a 4-point Likert scale).

3 According to Finn et al. (2000), a combinatiorpositive and negative propositions should be usextder
to reduce the potential for the ‘halo effect’, whican occur when a respondent recognises a paitdra
questioning and responds in a way that they tHiekinterviewer wants them to respond. Reversersetts
will be used on a number of occasions in the sufeethis study.

129



Chapter 4: Methodology

that were created are called MIG (gathering marketligence), MIS (sharing market

intelligence), and MIR (responding to market ingshce).

Figure 4.4 Propositions used to measure MO

Gathering market intelligence (MIG)

1. We meet airlines at least annually to discuss tlagiire needs
We conduct a lot of ‘in-house’ market research

We are slow to identify changes in the prefererdesir airlines

We are slow to identify major changes in our induét.g. technology)

ok 0D

We regularly monitor the likely effect of changeghe business environment (e.g. travel trendse& th

economy) on our airlines

Sharing market intelligence (MIS)

6. Managers meet at least 4 times a year to discudettaends & developments

7. Managers spend time discussing the future needardirlines

8. High levels of communication are maintained betweamagers and other staff

9. Staff at all levels are quick to find out when sénirey important happens to one of our main airline
customers

10. Managers tend to be slow in alerting other managgiraportant changes in the business environment

Responding to market intelligence (MIR)

11. We review service standards at least annually sorenthat they are in line with what our airlinepect

12. Managers meet at least 4 times a year to planp@msg to changes taking place in our business
environment

13. Even if we came up with a great marketing planyweeld probably be slow to implement it

14. When we find out that our airlines would like ustiedify an aspect of our service or facilities, nvake
a determined effort to do so

15. For one reason or another, we tend to ignore clsaingée needs of our airlines

16. The activities of different staff are well co-ordied

17. We would respond quickly if a competitor targeted @f our airlines

4.3.1.2 Ownership

A measurement of ownership is required for H1, Wistates that:

H1. The more independently-owned the airport, the higine level of MO.

130



Chapter 4: Methodology

The extent to which internal factors (e.g. senianagement factors, interdepartmental
dynamics and organisational systems) affect MOblegs tested in previous studies (e.g.
Jaworski and Kohli, 1993) and variables have beeated using a series of propositions in
a survey. However, as was mentioned in sub-se2t®3, this study uses an airport

ownership variable in proxy of the internal factors

In sub-section 2.3.3, three main types of airpamership were identified for airports in
EPA’s: national; regional; and, independent (Pagl2005b). The airport ownership
variable was, therefore, captured in a trichotornyational, regional and independent
ownership status with the assumption that MO gioais will be progressively higher as
ownership status becomes more independent. A¢d¥8aB) tested differences in MO for
airports that are privately-owned, expecting pisation or not privately-owned. These
categories of airport ownership were not usedimgtudy because, as was mentioned in
sub-section 2.3.3, the number of airports in ERA& are privately-owned or expecting

privatisation is very low.

Ownership details were sought from secondary recatdlst defining the population and
the results can be seen in Appendix D in the collaballed ‘Owner’. Values were
assigned to each type of ownership with 1 beingpais that are nationally-owned, 2 being
airports that are regionally-owned and 3 beingaigpthat are independently-owned. The
variable that was created is called OWNER.

4.3.1.3 Performance

A measurement of performance is required for Haclitates that:

H2. The greater the MO of an airport, the greaterdt$qvmance.

A measurement of performance is also required ®thHiough to H8 (which test the

factors that moderate the relationship between M®performance), H9 (which tests the
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mediating effet of marketing innovations on thateinship between MO and
performance), and H10 (which tests the moderatifegteof environmental support on the

relationship between marketing innovations andgrerénce).

As was discussed in sub-section 2.3.4.1, meastimareting performance are used for
this study and include three key performance messtine attraction of new routes; the
growth of existing routes; and, the retention dsemg routes. In line with previous studies
(e.g. Matsuno and Mentzer, 2000), performance weasnred in relation to competitors in
a particular time period. However, due to the lteayl times in the airport industry, a
three-year period was used instead of the traditione-year period. A three-year period
has been used in previous studies (e.qg. Ellis, &8 is normally used in industries that
are slower moving. In addition, the term ‘simitarcompeting airports’ was used instead
of just ‘competing airports’ in order to overcometgntial confusion from airports that do
not consider themselves as competing against otAdrs propositions used to measure

performance can be seen in figure 4.5.

Figure 4.5 Propositions used to measure performance

How has your airport performed during the last 33 compared to similar or competing airports irrtes

1. Attracting new routes
2. Growing existing routes (i.e. growth in passengenhbers on existing routes)

3. Retaining existing routes

As was mentioned in sub-section 2.3.4.1, this stighs subjective measures of
performance (i.e. relative to competitors) instehdbjective measures (i.e. absolute
measures). This is due to reasons of confidetytiatid the fact that some organisations do
not like to release performance figures or mayawvein understand the performance figures
that are being requested (i.e. because of cultiiffatences). It may also be as a result of
the fact that some managers may not be aware aflbtbaute measures relating to their
airport. This may be the case at airports thapareof a national or regional airport

system, where performance data may be centraltgésnd managed. An objective
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performance measure relating to overall traffiongfo(i.e. the overall increase in passenger
numbers at an airport during a specific time pgramlild have been used and is readily
available from secondary sources such as the tministeries or civil aviation

authorities of each country. However, this woubd take account of the effectiveness of
an airport (i.e. relative to their competitors),igéhcan be measured using subjective
measures. Effectiveness could be measured acgdalthe growth in market share of

each airport. However, this information is notdigaavailable to the author.

The extent to which respondents believe their airpas performed in each area was
measured on a 5-point Likert scale with ‘much bé&tteetter’, ‘no different’, ‘worse’ and
‘much worse’ as the alternative choices. Thisestals been used to measure performance
in previous studies (e.g. Agarwal et al., 2003; ddatet al., 2004). Respondents were also
provided with a ‘don’t know’ option in case theyntad to opt out from commenting on
any of the performance measures. The variablecvesged by averaging the scores for
each of the three performance measures and thiaahésved by assigning a score to each
response of 5 for ‘much better’, 4 for ‘better’{d ‘no different’, 2 for ‘worse’ and 1 for
‘much worse’. -99 was assigned to any ‘don’t kne@sponses. The variable that was
created is called PERF.

4.3.1.4 Market turbulence

A measurement of market turbulence is requiredHf$yrwhich states that:

H3. The greater the market turbulence, the strongereflationship between MO and

airport performance.

As was mentioned in sub-section 3.1.3, market ferime at airports is characterised by
changes in airline decisions in terms of whethanairto continue operating a particular

route, frequency or seat capacity. It can alsohaacterised by a high turnover of airline
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customers. Therefore, a proposition was develdpeedach characteristic of market

turbulence and the propositions used can be sefeguie 4.6.

Figure 4.6 Propositions used to measure market tuddence

1. Airlines change or cancel routes, frequency or saphcity on an annual basis

2. We cater to the same airlines as we did 3 years ago

The first proposition uses a one-year period bex#us market would not be particularly
turbulent if airlines changed or cancelled routesguency or seat capacity every three
years - this would be expected even in non-turliutearkets. A three-year duration was
used for the second proposition because it is@sevproposition that seeks to investigate
whether airports have served the same airline mes®over a long period of time, which
would suggest that the market is not particulariptilent. In this instance, it made sense

to use a longer time period.

Market turbulence can be characterised by otheoifac For example, some studies have
included propositions relating to price sensiti\itg. customers’ response to changes in
price) when testing for market turbulence (e.g.afaki and Kohli, 1993; Advani, 1998).
Propositions relating to price sensitivity were osed in this study because as was
mentioned in sub-section 4.3.1.1, the extent takvhirports in EPA’s engage in price
wars is likely to be limited by the existence ofltrairport groups and a limited degree of

autonomy over pricing.

The extent to which respondents agree or disagitbesach proposition was measured on a
5-point Likert scale with ‘strongly agree’, ‘tend &gree’, ‘neither’, ‘tend to disagree’ and
‘strongly disagree’ as the alternative choicesisBeale has been used by other studies
when testing the effect of market turbulence on M@erformance (e.g. Jaworski and
Kohli, 1993; Advani, 1998; Kim, 2003). Respondentye also provided with a ‘don’t

know’ option in case they wanted to opt out frors\@ering any of the propositions.
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The market turbulence variable was created by gusgahe scores for each of the
propositions used, thus indicating the extent tactvkhe airport operates in a turbulent
market place. This was achieved by assigning eesooeach response of 5 for ‘strongly
agree’, 4 for ‘tend to agree’, 3 for ‘neither’, @ ftend to disagree’ and 1 for ‘strongly
disagree’. -99 was assigned to any ‘don’t knowpmsses. It should be noted that
proposition 2 is a reverse statement and was d&hltaccordingly during the data entry

phase. The variable that was created is calledBE.UR

4.3.1.5 Competitive intensity

A measurement of competitive intensity is requiie@dH4, which states that:

H4. The greater the competitive intensity, the strorigemrelationship between MO

and airport performance.

As was mentioned in sub-section 3.1.3, competititensity at airports is characterised by
an environment in which airports compete for agfirand in which airports that fail to
satisfy their airlines will loose out to competiagports. Therefore, a proposition was
developed for each characteristic of competititensity and the propositions used can be
seen in figure 4.7.

Figure 4.7 Propositions used to measure competitivetensity

1. We compete fiercely with other airports for airkne

2. We will lose out to competitors if we fail to sdgiour airlines

Competitive intensity can be characterised by othetors. For example, some studies
have included propositions relating to promotiorrsaand price competition (e.g. Jaworski
and Kohli, 1993) when testing for competitive irgiy but as was mentioned in sub-

section 4.3.1.1, the extent to which airports ilAESRengage in price wars (and promotion
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wars) is likely to be limited by the existence afiliirairport groups and a limited degree of

autonomy over pricing (and promotion).

In his study on airport MO, Advani (1998) includebpositions relating to different types
of competition such as the extent to which airpoaisipete for passengers, airline transfer
traffic and cargo traffic. However, this studyoisly concerned with issues relating to
passenger airlines and not the passengers themssipes of traffic or cargo. This is
because, as has already been mentioned in 4.81&.focus of this study is on the

relationship between airports and their airlinetcoers.

The extent to which respondents agree or disagitbesach proposition was measured on a
5-point Likert scale with ‘strongly agree’, ‘tendl &gree’, ‘neither’, ‘tend to disagree’ and
‘strongly disagree’ as the alternative choicesisBoale has been used by other studies
when testing the moderating effect of competitivemnsity on MO or performance (e.qg.
Jaworski and Kohli, 1993; Advani, 1998; Kim, 200Respondents were provided with a

‘don’t know’ option in case they wanted to opt énatm answering any of the propositions.

The competitive intensity variable was created \mraging the scores for each of the
propositions used, thus indicating the extent tactvkhe airport experiences intense
competition. This was achieved by assigning aestmeach response of 5 for ‘strongly
agree’, 4 for ‘tend to agree’, 3 for ‘neither’, @ ftend to disagree’ and 1 for ‘strongly
disagree’. -99 was assigned to any ‘don’t knowpmses. The variable that was created is
called COMP.

4.3.1.6 Passenger service focus (public servicesipc

A measurement of the dominance of public servisesquired for H5, which states that:

H5. The greater the dominance of public services, tbaker the relationship between

MO and airport performance.
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The question used to measure the dominance ofgusgaivices can be seen in figure 4.8.

Figure 4.8 Question used to measure the dominancépublic services

Which of the following types of passenger serviastprovided the majority of passengers at your aitp
during the last 3 years?
1. Subsidised passenger services (e.g. Public Sebbtigations: PSO’s)

2. Commercial passenger services

Subsidised passenger services were used as a ofgaaasuring the public service focus
of an airport because, as has been mentioned isesttion 2.2.6, subsidised passenger
services (e.g. PSO’s) attempt to compensate fgpehfermance of the obligation to
operate routes that are not commercially viablesbbatessential in maintaining a public
service for the local community. The alternatis¢hat the airport provides commercial
passenger services that may (or may not) be conmigngable. The latter are the
services that are expected to be most affectedarkenforces and are therefore expected
to encourage a stronger relationship between MCaapdrt performance.

Obviously some airports may provide a combinatibsutsidised and commercial
passenger services and the provision of differertices may change over time.
Therefore, airports were asked to state which @flsssenger services has provided the

majority of passengers at the airport during tisé tlaree years.

Answers 1 and 2 had a box next to them in whichardents were required to place an ‘X’
in only one. The variable was created accordinfédox that was marked and
dichotomises between ‘public service focus’ (favdé that marked the box for answer 1)
and ‘commercial service focus’ (for those that nearkhe box for answer 2). In terms of
data input, the former was given a value of 1 &edatter was given a value of 2. The
variable that was created is called SERFOCUS.
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4.3.1.7 Air service focus (leisure focus)

The measurement of a focus on leisure marketsjigresl for H6, which states that:

H6. The greater the focus on leisure markets, the g#note relationship between

MO and airport performance.

The question used to measure the focus on leisarkets can be seen in figure 4.9.

Figure 4.9 Question used to measure the focus orisiere markets

Which of the following types of passenger serviastyour airport been most focused on developingrove
the last 3 years?

1. Scheduled services operated by ‘full-service’ easrie.g. traditional mainline or regional carrjers

2. Scheduled services operated by ‘low-cost’ carriers

3. Charter services that support inbound or outbooodgm

The different types of passenger service followirom Kealey (2004) who distinguishes
between mainline, full service carriers and leistagiers (e.g. charter, low-cost or niche
regional carriers) (e.g. see sub-section 2.2.%e dnly slight difference between the
distinction made by Kealey (2004) and the categauged in this study is that regional
carriers were combined with the category ‘schedatglices operated by full-service
carriers’. This was because traditional regiomafiers are likely to come under that
category whilst the niche regional carriers thahalég (2004) refers to are likely to come
under the category of ‘scheduled services opeiagddw-cost carriers’. A clear example
of this is with airlines such as Norwegian in Noywaad FlyMe in Sweden. Both of these
airlines used to provide regional passenger sesvicéheir respective countries. However,
since deregulation these airlines have adoptedatst philosophy and now offer
scheduled low-cost services in both domestic atetnational markets. The three
categories (traditional scheduled, scheduled lost-and charter) also reflect the categories
provided by Graham (2003a) in table 2.10.
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Answers 1 through to 3 had a box next to them irclwhespondents were required to place
an ‘X’ in only one. Obviously some airports foaus developing a combination of types of
passenger service and the provision of differess@ager services may change over time.
Therefore, airports were asked to state which eftypes of passenger service they have
been most focused on developing over the last ywares. If the airport has multiple
priorities, respondents were asked to rank theigigse with 1 being the most important.
This was a high-risk question because it is posshdt respondents will not understand
how to respond or may respond incorrectly. Anymngror invalid responses were followed

up with an email or telephone call to the respohden

The variable was created according to the boxwaatmarked and dichotomises between
‘traditional scheduled services’ (for those thatked the box for answer 1) and ‘leisure
services’ (for those that marked the box for ansv2eand 3). In terms of data input, the
former was given a value of 1 and the latter wasmia value of 2. The variable that was
created is called AIRFOCUS.

4.3.1.8 Market growth (demand)

A measurement of market growth is required for Wich states that:

H7. The greater the market growth, the greater thé¢ioakship between MO and

airport performance.

As was mentioned in sub-section 3.1.3, market gr@tairports is characterised by strong
market growth or potential. Therefore, a propositivas developed for each characteristic

of market growth and the propositions used careke  figure 4.10.

The first proposition refers to potential demand artime period was not assigned.
However, the second proposition refers to marketvgr and a time period was assigned.

This is because market growth could change over &nd the most recent growth (i.e.

139



Chapter 4: Methodology

during the last year) is of particular interesttis study. A figure of over 5% growth was

assigned in order to provide a measurable degrgsouith.

Figure 4.10 Propositions used to measure market gngh

1. Potential demand for air services in the regioemsfkignificant opportunities

2. The market for air services in our region grew daplast year (e.g. by over 5%)

The extent to which respondents agree or disagitbesach proposition was measured on a
5-point Likert scale with ‘strongly agree’, ‘tend &gree’, ‘neither’, ‘tend to disagree’ and
‘strongly disagree’ as the alternative choicesisBeale has been used by other studies
when testing the moderating effect of market groarttMO or performance (e.g. Kim,
2003). Respondents were also provided with a tdamw’ option in case they wanted to

opt out from answering any of the propositions.

The market growth variable was created by averatiegcores for each of the
propositions used, thus indicating the extent tactvkhe airport experiences market
growth. This was achieved by assigning a scoeath response of 5 for ‘strongly agree’,
4 for ‘tend to agree’, 3 for ‘neither’, 2 for ‘tenid disagree’ and 1 for ‘strongly disagree’. -
99 was assigned to any ‘don’t know’ responses. Ve@able that was created is called
DEMAND.

4.3.1.9 Airport constraints (supply)

A measurement of the extent to which an airpocbisstrained is required for H8, which

states that:

H8. The more constrained the airport, the weaker tlagioaship between MO and

airport performance.
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As was mentioned in sub-section 3.1.3, constraihé&srports are characterised by
constraints in infrastructure and constraints iarafing conditions. Therefore, a
proposition was developed for each characterigtarport constraint and the propositions

used can be seen in figure 4.11.

Figure 4.11 Propositions used to measure airport ostraints

1. Future growth is constrained by infrastructure.(eugway, lighting, terminal)

2. Future growth is constrained by operating condgi¢eg. limits, obstacles, weather)

The extent to which respondents agree or disagitbesach proposition was measured on a
5-point Likert scale with ‘strongly agree’, ‘tend &gree’, ‘neither’, ‘tend to disagree’ and
‘strongly disagree’ as the alternative choicesisBeale was consistent with the scale used
for other variables (e.g. TURB, COMP and DEMAND§espondents were also provided
with a ‘don’t know’ option in case they wanted tot @ut from answering any of the

propositions.

The airport constraints variable was created byamieg the scores for each of the
propositions used, thus indicating the extent tactwkhe airport is constrained. This was
achieved by assigning a score to each responséofdrongly agree’, 4 for ‘tend to
agree’, 3 for ‘neither’, 2 for ‘tend to disagreeidal for ‘strongly disagree’. -99 was
assigned to any ‘don’t know’ responses. The véi#tiat was created is called SUPPLY,
which is contrary to constraint (i.e. an airportwample supply is not constrained).
Therefore, the two propositions used to measupodiconstraint were reversed during the

data entry phase.

4.3.1.10 Marketing innovations

A measurement of the level of marketing innovatisnequired for H9, which states that:
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H9. The greater the level of airport marketing innowasi, the stronger the

relationship between MO and airport performance.

As was mentioned in sub-section 2.3.5, marketimgwations can be implemented by
airports within the context of the airport marketmix). Therefore, a proposition was
developed for each aspect of the airport servicakating mix and the propositions used
can be seen in figure 4.12.

Figure 4.12 Propositions used to measure marketingnovations

To what extent has your airport developed new waysmarket itself to airlines during the last 3 yeam
terms of.....

1. Modifying facilities or services (e.g. to reducestoor improve efficiency, access, or flexibilityr f
airlines)

Promoting a recognised airport brand (e.g. a disitia name, logo, design or symbol)

Targeting airlines for new routes (directly or &hibitions such as ‘Routes’)

Providing and presenting airlines with market resledo prove market potential

Lobbying for the removal of obstacles to furthevelepment (e.g. ban on night flights)

Using strategic marketing partnerships (e.g. collations with local business or tourism)
Offering flexibility on pricing (e.g. discounts grcentives)

Developing joint advertising or promotional campede.g. offering marketing support)

© © N o 0 A~ DN

Providing travel planning support to passengeis farough an airport website)

=
o
jon

. Improving management processes (e.g. by appoiatmgmber of staff to act as a point of contact an

provide assistance to new or expanding airlines)

The measurement of the level of marketing innovetiwas based upon the extent to which
respondents believe their airport has developedways to market itself to airlines during
the last three years in a number of areas rel&titige airport marketing mix. A three-year
period was used so that it corresponded to the piened used to measure airport
performance (e.g. see sub-section 4.3.1.3). 1fositoons were used and each of the
propositions represents a different aspect of ip@d marketing mix, which has been
discussed in sub-section 2.3.5. The propositiocgrewneasured on a 4-point Likert scale
with ‘great extent’, ‘some extent’, ‘very littlegnd ‘not at all’ as the alternative choices.
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Respondents were also provided with a ‘don’t knoption in case they wanted to opt out

from answering any of the propositions.

The marketing innovations variable was createdvgyaming the scores for each of the 10
marketing innovations. This was achieved by assga score to each response of 4 for
‘great extent’, 3 for ‘some extent’, 2 for ‘verytle’ and 1 for ‘not at all’. -99 was assigned
to any ‘don’t know’ responses. A 4-point Likerta$e was used for this variable instead of
the 5-point Likert scale that was used in othetesce the survey. This is because there
cannot be a central category such as ‘neithesteld, airports have either used individual
marketing innovations (and to varying degrees e) as they have not. The variable that

was created is called INNO.

4.3.1.11 Environmental support

A measurement of the level of environmental suporequired for H10, which states that:

H10. Environmental support strengthens the relationbbigreen marketing
innovations and airport performance.

As was mentioned in sub-section 3.1.4, environmemtd market-level factors such as
TURB, COMP, DEMAND and SUPPLY can be combined teate a measure of
environmental support. As was mentioned in sultig®?.3.6, environmental support is
characterised by market turbulence and compeiiitemnsity and limited opportunities for
growth or diversification. In order to create aighle for environmental support, the

scores were taken for eight propositions (the tvapg@sitions used to measure market
turbulence, the two propositions used to measumgetitive intensity, the two

propositions used to measure market growth antitbgropositions used to measure
airport constraints). The second proposition usadeasure market turbulence was treated
as a reverse statement and so were the two prapssitsed to measure market growth.

The first proposition used to measure market tnheg, the two propositions used to
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measure competitive intensity, and the two propmsstused to measure airport constraints

were treated as normal. The variable that wadendda called ENV.

4.3.1.12 Airport name & controlling variables

Although not required as a variable, a further it@as included in the survey and was used

to record the name of the airport. The item usedl®e seen in figure 4.13.

Figure 4.13 Item used to record the name of the gort

State the name of your airport.
If you work for a company that manages severalaisp please indicate which one airport you aretmos

familiar with and answer the survey with referetathis airport .

Respondents were provided with a box in which terethe name of the airport that they

were completing the survey for.

Although individual airports will not be identified the analysis, it was important to record
which airports had taken part in the survey. Iditoh, some airport managers are
responsible for a number of airports, so it wasdrtgnt to record the name of the airport

for which the survey had been completed.

Controlling variables have been used in previous $il@ies. For example, Advani (1998)
asks for the job title of the respondent so thatsilirvey can test for any marketing job-
related bias and senior management job-relatedigdsnay exist. This study did not
intend to test for such bias as the airports instraple tend to be very small and as will be
mentioned in sub-section 4.3.3, the survey wasdiesttly to airport managers. Besides,
Advani (1998) found no evidence of marketing jolated bias or senior management job-

related bias in his study on airport MO.
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4.3.1.13 Summary of the variables
Table 4.7 provides a summary of the 11 variablesrikeded to be constructed for this
study. The table lists each variable, its lalied, gource of data, the scale used to define the

variable, how the value was determined and the ¢ypiata produced.

Table 4.7 Summary of variables

[variable [ Label  |[Sourceofdata | Scale =~ | Value | Data |
Market orientation MKTOR Survey-17 propositions &gt Likert | Average Ordinal
Ownership OWNER Secondary Records 3 categorigs gGate| Nominal
Performance PERF Survey-3 propositions 5-pointitike Average Ordinal
Market turbulence TURB Survey-2 propositions 5-paitkert | Average Ordinal
Competitive intensity COMP Survey-2 proposition§  pdint Likert | Average Ordinal
Passenger service focus SERFOCUS  Survey-1 question | 2 categories Category  Nomina|
Air service focus AIRFOCUS | Survey-1 question 2 gatées Category| Nominal
Market growth DEMAND Survey-2 propositions 5-polrikert | Average Ordinal
Constraints SUPPLY Survey-2 propositions 5-poikelf | Average Ordinal
Marketing innovations INNO Survey-10 propositions -peint Likert | Average Ordinal
Environmental support ENV Survey-8 propositions drpLikert | Average Ordinal

4.3.2 Construction of the survey

After constructing the variables, it was possiblednstruct the survey. The survey

consists of one cover page and three pages thmattfer main part of the survey.

The cover page was designed to be short and caameisto include a number of important
aspects. Firstly, the cover page illustrates tigamisations with which the survey is
affiliated (Cranfield University as the awardingiitution for the PhD and London
Metropolitan University as the sponsors of the Ptilds adding credibility to the survey.
Gaining support from ACI-Europe was also considerddwever, ACI-Europe does not

represent all of the airports in the population aneas felt that airports that are not
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members of ACI-Europe might not want to participalie addition, it was felt that airports
might be suspicious of a survey that is being cotetlby an industry association (as

opposed to academic institutions).

Secondly, the cover page provides the title ofsilni@ey, which is: ‘Survey on airport
market orientation’. This title is short and caeand although the title ‘Survey on airport
marketing’ would be more widely understood, theveyris not just about marketing and it
is felt that some airport managers may reject timeey on the basis that they are not

experts in the field of airport marketing.

Thirdly, the cover page provides a box of text thdtcates the month and year in which
the survey is being delivered; the name of thecginmanager, if known (otherwise, the
heading ‘Dear sirfmadam’ is used); an introductmthe study and its scope, and a
statement about anonymity and the sharing of resgiliidance on who should complete the
survey and how the survey can be completed anchestuincluding the deadline for
responses; and, contact details in case of anygmsh a signing off from the author, and

the name and address/contact details of the author.

The main part of the survey consists of five sexigA-E) and 10 blocks of items,
guestions and propositions (1-10). Each blockaiastthe items, questions or propositions
used to create the variables mentioned in subesedtB.1 and sections are used to group
similar blocks together. The sections are strectwo that the easier and more interesting
aspects are covered at the start and the end etithiey whilst the tougher and less
interesting aspects are covered in the middle. propositions in sections B through to E
are presented in a similar way in order to redbegobtential for error. An explanation of
how to complete sections B through to E and thpesad the sections is provided before
the start of section B. The structure and presientaims to reduce the potential for
boredom or error and increase the potential fotiggpation. The survey finishes with a

thank you and a reminder of the return address.
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The survey is written in English, as this is thieinational language of aviation and the
home language of the author. Ideally, the surveyld/have been translated into each of
the languages of the population airports. Howethes,study is not funded and therefore,

financial resources for translating the survey wereavailable.

According to Veal (1997), surveys should be drafied tested before a final version is
designed (i.e. the survey should be pre-testedjraf version of the survey was developed
and the items, questions and propositions used aiecassed with airport managers at the
4th Forum on Air Transport in Remoter Regions (B4vEay 2005 in Stockholm,

Swedeny’ and with academics at the 14th Nordic Symposiuffoarism and Hospitality
Research (22-25 September 2005 in Akureyri, Ic§f&ndwo rounds of consultation then
followed with the draft survey being sent to acamsmand experts from the field of airport
management and/or MO. The name, job and compatheahdividuals that responded are
provided in table 4.8 for the first round of cortatibn and table 4.9 for the second round of
consultation. Finally, the survey was tested orer@irport managers and the name, job and

company of the individuals that responded are piexvin table 4.10.

The consultation rounds provided feedback on tvedt deersions of the survey. The two
draft versions of the survey can be seen in Appeidiand Appendix E2 whilst a list of
comments from the two consultation rounds is predith Appendix F1 and Appendix
F2*. The final version of the survey is provided ippendix G and the survey in
Appendix G was sent to the nine airports listethlsle 4.10 as a pilot survey. No issues
were raised from the pilot survey and comments ftlloemnine participants can be seen in
Appendix F3°.

3" Inglis Lyon (Managing Director, Highlands and rsiis Airports Limited) and Alex Johnson (Commercial
and Marketing Manager, Highlands and Islands Atgpbimited) were particularly helpful.

38 Claude Péloquin (Researcher in Tourism at the &fsity of Quebec, Montreal, Canada) and Njall
Fridbertsson (Student in Tourism at the UniversityAkureyri and Employee of Akureyri Airport, Iceld)
were particularly helpful.

%9 The names of respondents are not included in Agige¥l and F2 in order to maintain anonymity.

“? The names of respondents are not included in Aigd¥8 in order to maintain anonymity.
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Table 4.8 Survey consultation responses: round 152 September 2005)

Name

Job

Company

Kenichi Matsuno

Associate Professor of

Marketing

Marketing Division, Babson College, Babson
Park, USA

John Narver

Professor Emeritus of

Marketing

Marketing and International Business Departme
University of Washington Business School,
Seattle, USA

Christine Ennew

Dean of the Faculty of Law
Social Sciences, Professor of

Marketing

& Faculty of Law & Social Sciences, Nottingham

University Business School, Nottingham, UK

Roger Bennett

Director Centre for Researc

in Marketing, Professor of

hCentre for Research in Marketing, Business &

Service Sector Management, London Metropoli

Marketing University, London, UK
Jyh-Jeng Wu Not stated Graduate School of BusiAdssnistration,
Providence University, Taichung, Taiwan
Ajay Kohli Isaac Stiles Hopkins ProfessorGoizueta Business School, Emory University,

of Marketing

Atlanta, USA

Sean Barrett

Senior Lecturer Economics

DepartnmieBtonomics, Trinity College,
University of Dublin, Dublin, UK

Jane-Neal Smith

Senior Lecturer Aviation

Management & Operations

Centre for Civil Aviation, Business & Service
Sector Management, London Metropolitan

University, London, UK

Paul Hogan

Senior Lecturer Aviation

Management & Operations

Centre for Civil Aviation, Business & Service
Sector Management, London Metropolitan

University, London, UK

Anne Graham

Senior Lecturer Tourism

School of Amatture & the Built Environment,

University of Westminster, London, UK

Romano Pagliari

Lecturer Air Transport

Departmdniio Transport, School of
Engineering, Cranfield University, Cranfield, UK

an

14
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Table 4.9 Survey consultation responses: round 252 October 2005)

Name

Job

Company

Stephen Shaw

Managing Director

Stephen Shaw & Aatas; Aviation Consultants,
Chinnor, UK

Nicholas Coleman

Senior Lecturer Aviation

Management & Operations

Centre for Civil Aviation, Business & Service
Sector Management, London Metropolitan

University, London, UK

David Jarach

Professor of Service

Management & Marketing

SDA Bocconi Graduate School of Business,

Bocconi University, Milan, Italy

Svein Brathen

Associate Professor & Head

Transport Research Unit

dforwegian School of Logistics, Molde University
College & Molde Research Institute, Molde,

Norway

@ystein Jensen

Associate Professor in

Marketing & Tourism

Norwegian School of Hotel Management

Stavanger University, Stavanger, Norway

Curtis Swanson

Chair of Faculty

College of Aviatidviestern Michigan University,

Kalamazoo, USA

Table 4.10 Pilot survey (8 November 2005)

Name

Job

Company

Hronn Ingolfsdottir

Director of Marketing

Keflavikirport

Alex Johnson

Commercial & Marketing

Manager

Highlands and Islands Airports Limited

Bernard Lavelle

Deputy Director Business

Development

London City Airport

Timo Jarvela

Marketing Manager, Airline

Helsinki Vantaa Airport

Relations
Josep Barreiro Mir6| Not stated Barcelona Airport
Jodo R.Corvelo Not stated Horta Airport

Mario Eland

Marketing Director

EuroAirport Basel-Mouse-Freiburg

Knut Stabaek

Manager Traffic Developme

nt Oslo Ganden Airport

Mark Evenden

Aviation Marketing Manage

Dublin Adrp
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By comparing the first draft version of the sunmeyAppendix E1 with the final version of
the survey in Appendix G, it can be seen that abermnf changes were made. Most of the
changes were guided by literature reviewed by thlea (i.e. in section 2.3) and the
rationale for using certain questions and propms#is provided in sub-section 4.3.1.
However, feedback from delegates at the two intenal conferences and comments from

the two consultation rounds also led to a numbe&hahges including:

slight changes in terminology (e.g. replacing pdigally with more precise terms

such as annually);

» the reduction of the number of propositions (iyeubing just two propositions to
create each variable in “The Airport Environmer@tton of the survey) in order to
make the survey shorter and more precise;

» the removal of the question on the job of the resleat on the basis that it is too
personal and may be open to misinterpretation;

» the refinement of the question on airport strategyhat it allows for a dichotomy
between public versus commercial services andtioadi versus leisure services;

» staying closer to the Kohli et al. (19980 construct, but replacing any American
terminology with European terminology and makinmire relevant to the airport
industry. Using an adapted version of the Kohhle{1993)MO construct means
that the findings of this study can be comparegrévious MO studies and can
investigate the application of the construct todhport industry;

» the use of ownership as an antecedent to MO instieasing propositions to create
a number of variables in ‘The Airport Organisatigetction of the survey;

» the creation of a marketing innovations variablerider to measure how MO
affects performance instead of just when MO affpetdormance, which was the
focus of the initial version of the survey; and,

» the use of measures of marketing performance idgitnancial performance as

airport managers may not be aware of the finapgeormance of their airport

and/or accounting procedures may vary for airports.
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4.3.3 Delivering the survey

The final version of the survey was sent direablatrport managers by email as an email
attachment and in order to maximise flexibilityspendents were able to complete the
survey by computer and return it by email or theyld print it off and return it by post or
by fax. Although the survey has its own introdugtcover page, a short email was used to

introduce the survey and a copy of the text usederemail is provided in figure 4.14.

Figure 4.14 Email used to introduce the survey

Dear[name]

| am conducting research on the market orientaifaairports in Europe's peripheral areas. Pleasklo/ou
complete the attached survey and send it back tbyneenail, post or fax. The survey has been sepi¥
airports in 17 different countries and airport ipttion is crucial to the success of the survey.

Thank you for your time and assistance.

Kind regards
Nigel

A hard-copy version of the survey was also prepar@dlour and on four single sided
sheets of A4. The hard-copy version was sentyaaports for which email addresses
were not found or for airports that requested a-tapy version of the survey to complete.
The hard-copy version of the survey could have lpgeduced on one sheet of A3 paper.
However, this would have meant that respondentgimgto return the survey by fax
would have needed to photocopy individual pagesder to get it through the fax

machine.

The first mailing of the survey took place ori"INovember 2005 (with a return date of"17
December 2005). Two subsequent mailings took pta2e06. The first was on 17
February 2006 (with a return date ofIMarch 2006) and the second was off March
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2006 (with a return date of April 2006). Dates took account of national hajid in
Europe (e.g. Christmas and Easter) and airports m&vided with one month in which to
respond. A final cut-off point of*1IMay was used to allow for any late responses and/o

postal delays.

In order to provide representative findings, thsiide response rate for the survey was
40%. With a population of 217 airports, 86 usahleveys would be needed in order to
achieve a response rate of 40%. A 40% responséaiathereabouts) has been achieved
by previous MO studies that have adopted a simgis@arch convention (i.e. a survey).
Previous studies include Lee and Tsai (2005) andbAId(1998) with a 42% response rate;
Tuominen et al. (2004) with a 41% response ratd; Agarwal et al. (2003) and Matsuno
and Mentzer (2000) with a 39% response rate.

4.4 Data analysis

Responses to the survey and secondary recordadbrrespondent were entered into SPSS
according to the procedures described in sub-sedtd1. The data was then analysed in
four stages: sample characteristics; descriptiassics; reliability and validity testing;

and, hypothesis testing. This section will introeithe methods of data analysis used for
this study. However, more discussion on the medfaodl the rationale for selecting them

is provided, along with the findings, in Chapter 5.

Sample characteristics were investigated accotditige overall response rate to the
survey and the potential for bias amongst respaiostie survey. Most of this analysis
was fairly descriptive, comparing the number ofveyrresponses to the population.
However, a number of Independent Samples T-tests wsed to compare survey
responses according to method of response (e.goudemversus postal responses), timing
of response (e.g. early versus late responsesjpbraf respondent (e.g. responses from
marketing staff versus non-marketing staff).
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Descriptive statistics were used to summarise #ta generated by the survey in terms of
the distribution of responses for each variablethedelationships between variables. The
distribution of responses for each independentabgiwas summarised using a simple bar
chart and a frequency table whilst the distributtbnesponses for variables to be used as
dependent variables in this study were summarisedjinistograms. Relationships

between variables were summarised using SpearRiwwCorrelation analysis.

Reliability and validity testing focused on the radles used as dependent variables in this
study. Reliability testing measures the intermalsistency of each variable and
investigates whether each individual propositiaat th used to create the variable is
measuring the same aspect. This was achieved Gsaomdpach’s Coefficent Alpha.

Validity testing was used to measure the convergelndity of the three elements of the
MO construct (MIG, MIS and MIR) by measuring theexx to which the three elements
converge on a common construct. This was achiased) Spearman’s Rho Correlation

analysis.

The hypothesis testing aims to answer the reseprestions of this study by testing their
respective hypotheses. The first research questidrhypothesis (e.g. see sub-section
3.1.1) is concerned with the effect that ownerstap on MO. Basic relationships between
MO and airport ownership were investigated usiragsitabulations and box-plot analysis
(i.e. for MKTOR versus OWNER). However, the hypestls was tested using an
Independent Samples T-test that investigated whetlean levels of MKTOR are
significantly different for nationally-owned airgsrversus regionally-owned airports

versus independently-owned airports.

The second research question and hypothesis é& gub-section 3.1.2) is concerned with
the direct effect of MO on performance. The relaship between MO and performance
was investigated using cross-tabulations and SpedasnRho Correlation analysis (i.e. for
MKTOR versus PERF). However, the hypothesis wsieteusing a Stepwise Regression
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analysis that investigates the effect of MKTOR &R whilst controlling for
environmental and market-level factors (i.e. TURE)MP, DEMAND and SUPPLY).

The third research question and hypotheses (eegud®esection 3.1.3) are concerned with
when MO has an effect on performance and the siixiolual hypotheses (H3-H8)
investigate the effect of different moderating taston the relationship between MO and
performance. The moderated effect of MO on peréoroe was investigated using a series
of Two-Way ANOVA's (one for each of the moderatifagtors). Two-Way ANOVA's are
able to investigate the significance of the comdiaEect of an independent variable (e.g.
MKTOR) and a moderator (e.g. TURB) on a dependariable (e.g. PERF). The nature

of the relationship between each variable was ilhestrated using Simple-slope analysis.

The fourth research question and hypothesis (eegssb-section 3.1.4) is concerned with
how MO affects performance and proposes that M@uecds performance because it
makes airports more innovative in their approaciméoketing. This is known as the
mediated effect of MO on performance and was ingattd using a series of regression
analyses that test whether: the independent var{dKTOR) significantly predicts the
dependent variable (PERF); the independent var{@er OR) significantly predicts the
mediator (INNO); and, the mediator (INNO) signifitly predicts the dependent variable
(PERF) after controlling for the independent vaeaiMKTOR), the effect of which must

be reduced to close to zero.

A stronger test of mediation is provided when tiatirect effect of the independent variable
on the dependent variable via the mediator is Scgmtly different from zero and this was

investigated using the Sobel Test.

H10 is also mentioned in sub-section 3.1.4 andstigates the effect of environmental
support on the relationship between marketing iations and performance. Thisis a
moderating effect and was therefore investigatéugus Two-Way ANOVA.
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A summary of the methods used to test each ofypetheses in this study is provided in

table 4.11.

Table 4.11 Summary of methods used to test each lotpesis

Hypothesis | Method Variables
H1 Independent Samples T-test Dependent varialhel OR
Independent variable: OWNER
H2 Stepwise Regression analysis Dependent variRBEBRF
Independent variable: MKTOR
Control variables: TURB, COMP, DEMAND, SUPPLY
H3 Two-Way ANOVA,; Simple- Dependent variable: PERF
slope analysis Independent variable: MKTOR
Moderator: TURB
H4 Two-Way ANOVA; Simple- Dependent variable: PERF
slope analysis Independent variable: MKTOR
Moderator: COMP
H5 Two-Way ANOVA,; Simple- Dependent variable: PERF
slope analysis Independent variable: MKTOR
Moderator: SERFOCUS
H6 Two-Way ANOVA; Simple- Dependent variable: PERF
slope analysis Independent variable: MKTOR
Moderator: AIRFOCUS
H7 Two-Way ANOVA,; Simple- Dependent variable: PERF
slope analysis Independent variable: MKTOR
Moderator: DEMAND
H8 Two-Way ANOVA; Simple- Dependent variable: PERF
slope analysis Independent variable: MKTOR
Moderator: SUPPLY
H9 Regression analysis; Sobel test Dependent VariBERF
Independent variable: MKTOR
Mediator: INNO
H10 Two-Way ANOVA,; Simple- Dependent variable: PERF

slope analysis

Independent variable: INNO
Moderator: ENV
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4.5 Chapter summary

Chapter 4 has described the background to thiy $tach a methodological perspective.
Four broad aspects are considered: research sti@@gion 4.1); defining the population
(section 4.2); the design and delivery of a suteelye used as the research strategy for this
study (section 4.3); and, the methods that willbed to analyse the data in this study and
investigate the research questions and hypothssesan 4.4).

The first section (section 4.1) explains how thiglg aims to grasp the social dimensions
and consequences of management behaviour anddtesbsflongs to the social sciences
area of research. A number of classes of reseerdhesearch strategies for the social
sciences are considered and evidence suggesthehassearch strategy for this study
should be implemented using a survey that is déstteve and has the ability to
encompass a large population with relative easge slirvey is analytical because it seeks

explanations for observed variations in given pmegioa (e.g. perceived variations in MO).

The second section (section 4.2) defines the papualéor this study according to a spatial
peripherality indicator and perceived degrees ofateness (sparse populations, island
regions and mountain areas). A total of 76 regamesdentified as EPA’s (excluding
regions of Eastern Europe and Europe’s outermggims due to a lack of availability of
data) and a population of 217 airports are idesdiis being located in EPA'’s (excluding
15 airports due to a lack of availability of datebecause they fail to meet the criteria of
the TEN-T categories).

The third section (section 4.3) details how theseuwas designed and delivered. 11
variables were constructed, mainly using propasstimeasured by 5-point Likert scales.
The survey was constructed in colour and consisisun pages (one cover page and three
pages consisting of one item, two questions angr8gositions). The survey was pre-
tested on academics and industry experts at tveonational conferences and a further 17

academics and industry experts were consulted anvided feedback on the survey by
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email. The survey was then piloted on nine aigoA final version of the survey was
emailed to airport managers as an email attachore@# November 2005 and two repeat
mailings took place on i'7February 2006 and "™arch 2006. A hard-copy version of
the survey was sent by post to airport managergfimm an email address was not found.
Airport managers were able to return the survegtogil, post or fax, and the target

response rate was set at 40%.

The fourth section (section 4.4) introduces thehoes$ that were used to analyse the data in
this study and investigate the research questiodfigpotheses. Four stages of data
analysis are introduced: sample characteristics;rg#ive statistics; reliability and validity
testing; and, hypothesis testing. A range of na#th@as employed to analyse the data
including descriptive statistics (e.g. simple blaarts, frequency tables, cross-tabulations,
histograms, and box-plots), inferential statis{eeg. Independent Samples T-tests, Two-
Way ANOVA'’s, and the Sobel Test), and bivariate andtivariate analysis (e.qg.
Spearman’s Rho Correlation analysis, Stepwise Regne analysis and regression
analysis). A summary of the methods used to & ef the hypotheses in this study is
provided in table 4.11.
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5. FINDINGS

The main objective of this chapter is to preseatfthdings of the survey. In particular,

this chapter aims to test the hypotheses and artbeeesearch questions that were
described in Chapter 3. This chapter also aimisviestigate the sample characteristics, the
distribution of responses and the reliability aadidity of key variables. To this extent, the
chapter consists of five main sections. The &esition will investigate the sample
characteristics including the response rate aneéresponse bias. The second section will
provide descriptive statistics on the responsesaalhdonsider the distribution of

responses for each variable and the relationshipdes each variable. The third section
will test the reliability and validity of a numbef key variables and will measure the
internal consistency and convergent validity of kbg variables. The fourth section will
apply a range of statistical methods to test thpottyeses and answer the research questions

that were described in Chapter 3. The fifth sectidl provide a summary of the chapter.

5.1 Sample characteristics

5.1.1 Response rate

A total of 86 surveys were completed and returnedifports and a full list of respondents
can be seen in Appendix H. Each survey was coegpletfull and was used in this study.
However, it is worth noting that 18 airports resged to one or more propositions with a
‘don’t know’ and that these responses were excldded the analysis. It is also worth
noting that the only question to be completed irexity was question three. The question
asked respondents to identify which passengerceetiieir airport has been most focused
on developing over the last three years. Respdadenl three choices and they had to
place an ‘X’ in one box. However, if the airpogshmultiple priorities, they were able to
rank the priorities. Seven respondents had planeX’ in more than one box, which

meant that it was not possible to determine thenrfaadus of their airport. This was
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resolved by contacting the respondent by emaileshéhg them to state the one main focus
of their airport.

The population consists of 217 airports so a retdfil®6 usable surveys (an effective
sample of 86 airports) results in a response Had@%. This meets the desired 40%
response rate. In addition, 15 of the airporthepopulation have a manager that is
responsible for another airport in the populatiod hose managers were asked to
complete the survey for only one of their airporthis means that the population was
effectively reduced by 15 airports to 202 airpantsl! if the 15 airports were excluded from
the population, the response rate would incread8%6.

The response rate of 40% is comparable to predtuges on MO that have adopted a
similar research convention (i.e. surveys). T&bleidentifies response rates in previous
studies on MO that have adopted a similar reseavofiention. Many of these studies
were listed in table 2.8.

Table 5.1 Response rates for previous studies on MO

[Study [ industry/scope [ Response rate|

Narver and Slater (1990) 140 Western corporatioamodity and non- | 81%
commodity)

Advani (1998) 480 airports worldwide 42%

Han et al. (1998) 225 American banks 60%

Morgan and Strong (1998 1,000 UK companies (vabiou 18%

Van Egeren and O’Connotf 372 managers from 67 American service 78%

(1998) companies

Matsuno and Mentzer 3,300 American manufacturing companies 39%

(2000)

Cervera et al. (2001) 540 Spanish local governments 37%

Harris (2001) 210 UK retail companies 51%

Harris and Ogbonna (2001) 1,000 UK companies (uaio 34%
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Table 5.1 Response rates for previous studies on M@ontinued)

[Study ~ [lIndustry/scooe =~ | Responserate]

Gray et al. (2002) 329 New Zealand companies (gaodsservice | Not stated
companies)

Perry and Shao (2002) 1,005 foreign subsidiariegsnoérican-based 17%
advertising agencies

Agarwal et al. (2003) 530 hotels worldwide 39%

Hooley et al. (2003) 6,581 Hungarian, Polish & Slkian service 25%
companies

Kim (2003) 307 Korean subsidiaries entering intatNo 20%
American markets (various)

Pulendran et al. (2003) 505 Australian companiasi@us) 18%

Kaynak and Kara (2004) 300 Chinese companies (mbamking, 60%

component and computer hardware manufacturing,

consumer product manufacturing)

Kyriakopoulos and 500 Dutch companies (food processing industry) 28%

Moorman (2004)

Tse et al. (2004) 1,200 Chinese companies (various) 18%

Tuominen et al. (2004) 140 Finnish companies (metagineering and | 41%
electrotechnical)

Wu (2004) 600 Taiwanese companies (travel industry) 19%

Gainer and Padanyi (2005 1,805 Canadian compésuegal service, 25%
community support or arts organisations)

Green et al. (2005) 4,189 American manufacturingganies 4%

Lai and Cheng (2005) 1,092 companies in Hong Kaogsgtruction, 29%
service, manufacturing, and public utility)

Lee and Tsai (2005) 230 Taiwanese companies (6Qfaetoring, 40 | 42%
service)

Qu et al. (2005) 951 Chinese companies (hoteldrandl services) 23%

Sin et al. (2005) 81 companies in Hong Kong (hotels 84%

Although some of the studies listed in table 5.ehery high response rates that are in
excess of 75% (e.g. Narver and Slater, 1990; Vardfgand O’Connor, 1998; Sin et al.,
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2005), most of the studies have response ratesloivi310%. This confirms that the

response rate for this study is fairly good in cangon to previous studies.

The only previous study on airport MO was condudtgd\dvani (1998). As was
mentioned in section 4.1, the study by Advani ()98&s based on a survey that was sent
to managers of 480 ACI member airports worldwidd 281 airports returned useable
surveys (a response rate of 42%). The responsdarathis study is not too dissimilar and
compares well to the slightly higher response gaieed by Advani (1998), especially
when one considers that the survey used by AdU£88) was delivered in both English
and Spanish (the survey for this study was onlivdiedd in English) and that this study
was based on a population of relatively small aigpthat are located in EPA’s (as opposed

to larger airports worldwide).

The response rate for this study also comparestwether studies on European airports
and other studies on the aviation industry in gaineffor instance, as was mentioned in
section 4.1, York Aviation conducts a number ofveys on airports in Europe on behalf of
ACI-Europe. A recent survey on the social and eaan impact of airports (York

Aviation, 2004) was sent to 204 ACI member airpartEurope. 41 airports returned the
survey providing a response rate of 20%. In adidjtFry et al. (2004) conducted a survey
on the use of performance measurement techniqu2eMypf the world’s largest airlines as
ranked by Air Transport World in terms of total pasgers carried for 2001. 43 airlines

returned the survey providing a response rate &.22

Having considered the number of responses, it @rtant to test for any bias that may be

present amongst respondents.

5.1.2 Bias testing

Bias testing was conducted in a number of categanguding geographical bias, airport

size bias, airport ownership bias and survey respbias. Bias testing is an important

161



Chapter 5: Findings

means of identifying categories of responses orregponses that may distort the

effectiveness and applicability of the results.

5.1.2.1 Geographical bias

Table 5.2 lists the number of airports in the papioh according to country, the number of

responses, and the response rate of the sample.

As can be seen from table 5.2, at least one resp@as provided from each country. This
means that each country in this study is repreddntet least one airport. The response
rate from countries where only one or two airparesincluded in this study is very high
(either 50% or 100%). This is a good thing asetms that representation from those
countries is very high. However, it must be ndteat the high response rates are simply a

consequence of the small population.

Of the countries that have a larger number of aigpia this study (e.g. Finland, France,
Greece, Norway, Spain, Sweden, the British Isled,ta a lesser extent Iceland, Ireland
and Italy), the sample appears to be biased towdodbern Europe (with the exception of
Finland and Iceland). The particularly high resgomates from Ireland and the British
Isles are likely to reflect the fact that they predominantly English speaking countries
and the survey was only delivered in English. Resp rates from airports in
Southern/Mediterranean Europe (e.g. Spain, ltalgeGe and France) but also from parts
of Northern Europe (e.g. Iceland and Finland) wetatively low and this is likely to

reflect the fact that English is not so widely used understood in those countries. |If this
study were not financially constrained, it would/édeen beneficial to have the survey

translated into a number of languages.

162



Chapter 5: Findings

Table 5.2 Sample characteristics by country

[Country  [Population [Responses| Response raté
Austria 2 1 50%
Cyprus Y. 1 50%
Denmark* Y. 1 50%
Finland 2( 4 20%
France 10 2 20%
Germany | 1 100%
Greece 34 10 29%
Iceland 1 2 29%
Ireland g 7 78%
Italy 7 1 14%
Malta 1 1 100%
Norway+ 43 19 44%
Portugal 1 1 100%
Spain# 15 5 33%
Sweden 41 17 419%
Switzerland 2 1 50%
British Isles” 2 12 60%
Total 217 86 40%
Key:=

* = Includes Faroe Islands.

+ =15 of the airports in the sample for Norway mx@naged by someone that manages another airggort (i
the manager is responsible for two airports).

# = Includes Gibraltar.

A = Includes the UK, the Channel Islands and tleedéMan.

5.1.2.2 Airport size bias

Table 5.3 lists the number of airports in the papiah according to airport size (i.e. traffic
levels represented by the TEN-T category), the rerrobresponses, and the response rate
of the sample.
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Table 5.3 Sample characteristics by airport size

[TEN-T category |Population | Responseg Response rate
International 4 2 50%
Community 34 21 62%
Regional 179 63 35%
Total 217 86 40%

As can be seen from table 5.3, the sample suffens fion-response bias from smaller
airports. For instance, the response rate fosthalest category of airports (regional) is
35% compared to a response rate of 50% and 62%téynational and community airports
respectively. Evidence of non-response bias fronaller airports is supported by previous
airport studies that have used a similar reseasoliention (e.g. Advani, 1998; York
Aviation, 2004).

The impact of airport size (according to traffippaars to be reflected by the impact of
airport size (according to technical capabilitieBpr instance, table 5.4 lists the number of
airports in the population by technical data, thenber of responses, and the response rate

of the sample.

As can be seen from table 5.4, response ratesdnquorts that are better equipped in terms
of technical capabilities are higher than thosenfairports with limited technical
capabilities. For instance, airports with custdawlities (full-time, part-time or on

request) have higher response rates than thosenwithistoms facilities; and, airports that
have Instrument Flight Rules have higher respoatesithan those that do not. This means
that in addition to suffering from non-responsesidifam smaller airports, the sample also

suffers from non-response bias from airports withited technical capabilities.
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Table 5.4 Sample characteristics by technical data

Technical data Populationn Responses Response rate
Runway length

Under 800m il 2 50%
800-1199m 30 6 20%
1200-1799m 3B 14 37%
1800-2499m 83 41 49%
2500m and above 62 23 37%
Customs

Yes 61 26 43%
PTO* 16 8 50%
O/R+ 71 35 49%
No 69 17 25%
IFR#

Yes 20( 82 41%
No 17 4 24%
e

* = PTO: part-time only.
+ = O/R: on request.
# = IFR: Instrument Flight Rul&s

5.1.2.3 Airport ownership bias

Table 5.5 lists the number of airports in the papioh according to airport ownership, the

number of responses, and the response rate chtheles.

It is assumed that the more independently-owneaitipert, the more likely it is to
respond. This follows the logic that independewtiyned airports are more responsive
than nationally-owned or to a lesser extent, regligrowned airports. However, as can be

“11n the context of airports, Instrument Flight Rale a set of regulations and procedures that gitts to
land and take off from an airport without necedgdneing able to see obstacles, terrain and otihenadt (i.e.
they must fly using their instruments). This isopposed to Visual Flight Rules where pilots muestble to
see and avoid obstacles, terrain and other aircraft
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seen from table 5.5, responses from airports asuptd ownership are varied and do not
appear to follow a logical pattern. As expecteghats that are nationally-owned have the
lowest response rate (36%). However, airportsdahatregionally-owned have the highest
response rate (70%) and the response rate fomatjeowned airports is much higher
than the response rate for independently-owned@g§42%). The reason for this is likely
to be that all of the regionally-owned airports based in the Highlands and Islands of
Scotland and that because the survey was presentglish, the response rate for
airports in this geographical area was particulbitjh. If regionally-owned and nationally-
owned airports are grouped together, the resp@tees 38%. This is similar to the 42%
response rate of independently-owned airports.

Table 5.5 Sample characteristics by airport ownersp

[Ownership ~ [Population [Responsed Response ratk
National 141 51 36%
Regional 10 7 70%,
Independent 66 28 42%
Total 217 86 40%

5.1.2.4 Survey response bias

As was mentioned in sub-section 4.3.3, the sunay &mailed to the airport manager of
each airport and the airport manager then hadgheroto return the completed survey by
email, post or fax. Email addresses were not fdonthe airport managers of 38 of the
217 airports so surveys were sent to those airpgrfgost and airport managers then had
the option to return the survey by post or faxadélen and Jacobs (2001) conducted a
survey on forecasting characteristics of 118 mastufang companies in Canada in order to
investigate response rates for different survelgrietogies. Their study found that

computer-based surveys produce half as many respasspostal surveys.
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Table 5.6 lists the number of responses and theeptxge of all responses according to the
method of response. As can be seen from tablee&dh, of the three possible methods of
response was used. The most widely used metha$pbnse was email (52% of the
sample responded by email) and the least used thethresponse was fax (14% of the
sample responded by fax). This contradicts theeatdn by Klassen and Jacobs (2001)
that response rates for computer-based surveyialeto be lower than for postal

surveys. This is likely to reflect the growing ws®d acceptance of computers, especially

in the workplace.

Table 5.6 Sample characteristics according to metldoof response

[Method of response | Responses Percent
Email 45 52%
Post 29 34%
Fax 12 14%
Total 86/ 100%

Klassen and Jacobs (2001) also found that propastbmpletion varies when using multi-
mode processes and this was tested using an IndespteBamples T-test. The test
investigated differences between means for twopgaddent groups (i.e. those that
responded by email compared to those that respdngdpdst or fax). The test compares
means for each of the key variables in this study/@oduces a t-value (a measure of the
difference between the two independent groups)adesel of significance. Levels of
significance represent the probability that thelings are not down to chance. A
significance level of above 95% is normally consédieappropriate for hypothesis testing
and is presented as a decimal in statistical {est995% is presented as .05). If a result is
significant it is then normally written-up as p<.0%. probability is greater than 95%). If
the significance level exceeds 99%, it is normealiitten-up as p<.01 (i.e. probability is
greater than 99%). 2-tailed refers to the hypashies the test and demonstrates that the
results are based on a 2-tailed non-directionabthgsis (i.e. there is a significant
difference between the two independent groupsHaitthe direction of the difference has
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not been stated). N refers to the number of resgm each independent group and the
mean is the average response for each group. Utpatdor the test is provided in table
5.7.

Table 5.7 Independent Samples T-test for postal bsa

[Variable [Responsd N [Mean [ t-value[Significance (2-tailed)|
TURB Email 43| 2.95351.950 | .055
Post/fax | 41 2.512p
COMP Email 43 3.0814.208 .836
Post/fax | 41 3.0244
DEMAND |Email 45| 3.70001.068 | .289
Post/fax | 41 3.4268
SUPPLY | Emalil 44 3.522|-.146 .884
Post/fax | 41 3.561D
ENV Email 41| 3.29881.145 | .255
Post/fax | 41 3.1311
MKTOR | Emaill 36| 4.10291.658 | .102
Post/fax | 36 3.884D
INNO Email 44| 2.6477-.411 .682
Post/fax | 40 2.712p
PERF Email 45 3.51111.125 | .264
Post/fax | 41] 3.3333

As can be seen from table 5.7, none of the mearesafth of the key variables differ
significantly (p>.05). This shows that respongesifairports that responded by email are

not significantly different to responses from aigdhat responded by post or fax.

Another possible source of bias is related toithey of responses. As was mentioned in
sub-section 4.3.3, surveys were sent to airporthi@e different occasions (November
2005, February 2006 and March 2006). Table 5t8 fiee number of responses and the

percentage of all responses according to the timfrgsponse.
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Table 5.8 Sample characteristics according to timig of response

Timing of Responses | Responses Perceht
151 (17" November-17 December 2005 31 36%
2" (17" February-17 March 2006) 2D 34%
37 (17" March-17" April 2006) 26  30%
Total 86] 100%

As can be seen from table 5.8, the number of reg®declined with each mailing. It can
also be seen that most of the surveys were retaftedthe first or second mailing (70%).

Only 30% of the surveys were returned after thedthind final mailing.

The data in table 5.8 suggests that non-respoaseabcording to timing of response
should be tested for. Armstrong and Overton (19déntify two ways of testing for non-
response bias according to timing of response. fifsteanethod involves interviewing a
sample of non-respondents to determine whetheotthey would have responded
differently to those that did respond. This meti®time consuming and is difficult to
administer. The second method works on the assomibtat a late respondent will
demonstrate similar characteristics to a non-redgonand that by comparing the
responses of early and late respondents, non-resfmas can be tested. The latter is
easily tested using an Independent Samples Teestmpare differences in the mean
responses of early and late respondents for eattie dfey variables in this study. This
approach has been taken in previous studies (elam, 1998; Perry and Shao, 2002;
Pulendran et al., 2003; Tuominen et al., 2004; 2004, Green et al., 2005; Greenley et
al., 2005; Lai and Cheng, 2005; Qu et al., 2006;e$ial., 2005) and is also taken in this
study.

The test investigates differences between meartbdse that responded early (i.e. after the
first mailing) and those that responded late &fter the second or third mailing). The test
compares means for each of the key variables snstiidy and the output is provided in
table 5.9.
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Table 5.9 Independent Samples T-test for late respee bias

[Variable |[Responsd N [Mean [ t-value| Significance (2-tailed)|
TURB Late 54| 2.7963.677 .501
Early 30| 2.6333
COMP Late 55 3.1455929 .355
Early 29| 2.8793
DEMAND |Late 55| 3.68181.169 | .246
Early 31| 3.371(

SUPPLY | Late 54 3.5926521 .604
Early 31| 3.4516

ENV Late 54| 3.294(01.508 | .135
Early 28| 3.062%

MKTOR |Late 47| 3.9662-.556 | .580
Early 25| 4.0447

INNO Late 55| 2.74911.243 | .218
Early 29| 2.5448

PERF Late 53 3.3939.544 | .588
Early 31| 3.4839

As can be seen from table 5.9, none of the mearesafth of the key variables differ
significantly (p>.05). This shows that responsestfairports that responded early are not

significantly different to responses from airpdttat responded late.

The final consideration in terms of bias testingpislo with the job of the respondent.
Previous studies on MO (e.g. Kohli et al., 1993y, 1998) have tested for response
bias from marketing staff. This is on the assumpthat on surveys that are based on
perceptual measures of marketing-related issuaketiag staff are likely to inflate their

responses.

In this study, surveys were sent to airport maregad respondents were not asked to state
the nature of their job because it was envisagatsiinveys would be completed by the

airport managers (this was discussed in sub-sedtha.12). Omitting a question of this
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nature also helps to limit the size of the survey B maximise the potential for responses

by allowing for anonymity.

As it was, a number of airport managers forwardhedsurvey onto other members of staff
to complete so they were not all completed by th@oat manager. In addition, many of

the respondents had their job title on their emiaénclosed a business card or compliments
slip with the returned survey. Table 5.10 lists tumber of responses and the percentage

of all responses according to the job of the redpah

Table 5.10 Sample characteristics according to jobf respondent

[Job of respondent | Response$ Percent
Airport Manager 3V 43%
Marketing Manager 13 15%
Operations Manager 3 4%
Not stated 33 389
Total 86/ 100%

As can be seen from table 5.10, most of the surweys completed by the airport manager
(43%). Respondents had the opportunity to retuenstirvey anonymously and a large
number of respondents chose to take that optiot)3&f the remaining respondents,
15% work in marketing and 4% work in operationsorf the details provided by
respondents, it was possible to test for marketatated bias and this was achieved using
an Independent Samples T-test to compare meaeradbrof the key variables in this
study, according to whether or not the respondeatrployed in marketing. The output of

the test is provided in table 5.11.

As can be seen from table 5.11, the means of tifréhee variables (DEMAND, INNO and
PERF) differ significantly (p<.05). This shows thasponses from respondents in
marketing-related jobs do differ significantly finose three variables from respondents

that do not have a marketing-related job. It teri@sting to note that each of the three
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variables are of particular importance to markestajf (e.g. DEMAND relates to what the
demand and potential demand is like at the airtldN,O relates to the extent to which the
airport has adopted innovative marketing practiaes, PERF relates to the airports ability
to attract new routes and grow and retain exigtinges). This suggests that either
marketing staff have a better perception of thpaais activities in these areas or that
marketing staff have inflated perceptions of tlagiport in these areas. It is suspected that

the latter is the case.

Table 5.11 Independent Samples T-test for marketingelated bias

[Variable [Response] N| Mean| t-valu¢Significance (2-tailed)|
TURB Marketing| 13 | 2.6154 -.454 .651
Other 71 2.7606
COMP Marketing 12 | 3.6250 1.736 | .086
Other 72| 2.9588
DEMAND |Marketing|14 | 4.1429 2.011 | .048
Other 72| 3.4583
SUPPLY | Marketing 13 | 3.5769 .116 .908
Other 72| 3.534f
ENV Marketing| 11 | 3.4659 1.354 | .180
Other 71 3.1761
MKTOR | Marketing|12 | 4.1373 .962 .340
Other 60 3.9647
INNO Marketing| 13 | 3.1769 2.832 | .006
Other 71 2.5873
PERF Marketing 14 | 3.9762 3.232 | .002
Other 72| 3.3194

Other studies on MO (e.g. Advani, 1998) have tekiedenior management job-related
bias, with the assumption that senior managersinfiae responses on MO, especially
those that have a marketing background. Althobghdtudy was not able to group
respondents according to whether or not they wemes managers, it was able to test for

variations between airport managers and other. sfaffindependent Samples T-test
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comparing means for each of the key variablesiggtudy, according to whether or not

the respondent was an airport manager returnegyndicant differences.

5.2 Descriptive statistics

The survey was constructed in five sections ant saction supported the development of
a number of key variables. The first section ef $hrvey was used to create the strategic
focus variables (SERFOCUS and AIRFOCUS). The stsewtion was used to create the
environmental variables (TURB and COMP), marketlexariables (DEMAND and
SUPPLY), and the environmental support variable\(lENThe third section was used to
create the MO variable (MKTOR). The fourth sectvoass used to create the marketing
innovations variable (INNO). The fifth section wased to create the performance variable
(PERF). The ownership variable (OWNER) was cregtising secondary records as

opposed to the survey.

The variables SERFOCUS, AIRFOCUS, TURB, COMP, DEMANSUPPLY, ENV and
OWNER are effectively used in this study as indeleen variables (i.e. variables that have
an impact upon the dependent variable) whilst treables MKTOR, INNO and PERF are
effectively used in this study as dependent vaemlile. variables that are an effect of the
independent variable). The distribution of resg@nand the relationships between each

variable will be considered in sub-section 5.2.d &r2.2 respectively.

5.2.1 Distribution of responses

The distribution of responses explores the sanmpiadre detail and the independent and

dependent variables will be considered individually
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5.2.1.1 Independent variables

Each of the independent variables will be considl@rgurn. However, the variable
OWNER will not be considered in this sub-sectionhesdistribution of responses have

already been discussed in sub-section 5.1.2.3.

Figure 5.1 illustrates the distribution of respant® SERFOCUS and AIRFOCUS. As
can be seen from figure 5.1, a large proportiothefairports in the sample (89%) have
been providing mainly commercial passenger sendcesg the last three years. Only
11% of the airports in the sample have been progidiainly public passenger services
(e.g. PSO’s). This means that although some dagspoiEPA’s are focused on providing a
public service to their local community, the largajority of airports in EPA’s are focused
on providing commercial passenger services, whichlevsupport the need to be market-

orientated.

Figure 5.1 Distribution of responses for SERFOCUSrad AIRFOCUS
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a. N = 86 (SERFOCUS); 85 (AIRFOCUS).

Figure 5.1 also shows that a large proportion efainports in the sample (61%) have been

focused on developing traditional air services miyithe last three years. Despite the
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dominance of a focus on traditional services, dyféarge proportion of airports in the
sample (39%) have been focused on developing EeEemvices. This demonstrates the
importance of leisure services at airports in EPaid although trends over time have not
been investigated by this study, it is likely thaports are increasingly focusing on the

development of leisure services. This has alrd@iyn discussed in sub-section 2.2.5.

Table 5.12 provides the distribution of responsegtfe environmental and market-level

factors.

Table 5.12 Distribution of responses for environmetal and market-level factors

[varable "IN [Mean|SD*|% agree|
TURB 84|27 |1.05|29

1. Airlines change or cancel routes, frequencyeat capacity on an annual basis| 84 | 3.2 1.40(52

2. We cater to the same airlines as we did 3 y&gos 84123 1.40|23
COMP 84(3.1 |1.25|44

1. We compete fiercely with other airports foliags 861(2.9 1.4137

2. We will lose out to competitors if we fail tatsfy our airlines 8413.3 1.37|60
DEMAND 86(3.6 |[1.19/63

1. Potential demand for air services in the regiffers significant opportunities |86 |4.0 1.10/78
2. The market for air services in our region grapidly last year (e.g. by over 5%)86 | 3.2 1.62|50
SUPPLY 85(3.5 |[1.20|57
1. Future growth is constrained by infrastructigrg. runway, lighting, terminal) |86 | 3.2 1.50(51

2. Future growth is constrained by operating ctiml (e.g. limits, weather) 85(3.9 1.30(69
ENV (based on the average across all 8 envirorshprbpositions) 84 3.2 0.687
Key:

* = SD: Standard deviation.

Each variable is constructed from two propositionthe survey and responses for each
proposition are provided in table 5.12 in termshaf number of responses (N), the average
score from the Likert scale of 1-5, where 5 isrsgitg agree and 1 is strongly disagree
(Mean), the standard deviation, which summarisesatterage distance of all responses

from the mean (SD), and the proportion of all resfents that either strongly agreed or
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tended to agree with each proposition (% agre@chBariable is then constructed by
averaging the responses for each of the two propnsi Responses for the reverse
statements (TURB 2, SUPPLY 1 and SUPPLY 2) have bexersed in order to provide
comparative data. The variable ENV is simply aerage of responses across all eight

environmental propositions, the creation of whighléscribed in sub-section 4.3.1.11.

As can be seen from table 5.12, the mean scotédorariables TURB and COMP is 3
(when rounded to no decimal places). This meaaisath average, airports neither agree
nor disagree that they operate in an environmexttishcharacterised by market turbulence
(TURB) or by competitive intensity (COMP). The mescore for the variables DEMAND
and SUPPLY is slightly higher with a score of 4hisSTmeans that on average, airports tend
to agree that they have experienced and have teat@ to experience market growth
(DEMAND) or that airport infrastructure (SUPPLY)n®t constrained. However, the
difference between the four variables is minimal atandard deviations are fairly similar

across each variable.

The slightly lower values for TURB and COMP areihtitable to propositions TURB 2
and COMP 1 respectively. Mean scores for thespgsitions are relatively low compared
to all of the other propositions. TURB 2 is a neseeproposition so respondents may not
have understood that it is a reverse statementraychave entered a similar score to
proposition TURB 1. The relatively low score fapposition COMP 1 may be a result of
using the word ‘fiercely’. This is because thestith of the word may have reduced the

strength of the response.

A final point of interest is the relatively highngeption that airports have of potential
demand (proposition DEMAND 1). This propositionsyzerceived more favourably than
any other proposition and this may be because nelgmds are keen to promote the

potential opportunities at their airport.
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5.2.1.2 Dependent variables

The distribution of responses for the dependenglibes is also of interest and each
variable needs to be tested for normality. Nordustributions are a requirement for many
of the statistical tests that are used in the @eadn hypothesis testing (section 5.4). The
MKTOR variable was constructed by averaging theaases for each of the 17
propositions on MO. The INNO variable was condeddy averaging the responses for
each of the 10 propositions on marketing innovatiohhe PERF variable was constructed
by averaging the responses for each of the thigggopitions on performance. The
reliability of the propositions used to construatle variable (i.e. the extent to which each
proposition is measuring the same aspect) is cereidn section 5.3 so this section will
not consider the responses for each individual gsiion.

One way of investigating the distribution of respesiis by using a histogram and a

histogram for each dependent variable is providdjure 5.2.

72 respondents answered each of the 17 proposdioMO. Respondents generally have
a high perception of MO at their airport (mean g of 4, with 5 being the highest and 1
being the lowest). The standard deviation isydoiv (.70), which means that most of the
responses are clustered around the mean and thbuwdien of responses is fairly normal

with responses being fairly evenly distributed eithide of the mean.

84 respondents answered each of the 10 proposdiongarketing innovations.
Respondents generally have a high perception dfetiag innovations at their airport
(mean response of 3, with 4 being the highest doeirig the lowest). The standard
deviation is fairly low (.80), which means that rho&the responses are clustered around
the mean and the distribution of responses isyfamkmal with responses being fairly

evenly distributed either side of the mean.
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86 respondents answered each of the three prapositn performance. Respondents
generally perceive the performance of their airpotte no different to that of similar or
competing airports (mean response of 3, with 5@einch better and 1 being much
worse). The standard deviation is fairly low (,A®hich means that most of the responses
are clustered around the mean and the distribofioesponses is fairly normal with

responses being fairly evenly distributed eithde ©f the mean.

Figure 5.2 Distribution of responses for MKTOR, INNO and PERF

50 50
%)
-E 404 404
)
ol
5
o 304 20
7]
)
S
S 204 204
S
)
el
g 101 A\ |5td Dev=_70 10+ Std. Dev=.30
z Mean =40 Mean=2.8
0 i M =72.00 0 _ ' i _ |w=s400
10 20 30 40 50 10 20 3.0 47
MKTOR INNO
50
2] 404
c
)
S
5
3 304
)
)
L
ks 204
S
)
el
g 10 Std Dev= 79
z Mean =734
0 M =28600
1o 20 30 40 50
PERF

178



Chapter 5: Findings

Figure 5.2 shows that the dependent variables taanhe normal distributions and therefore
meet the requirement for many of the statisticsiistéhat will be used in the section on
hypothesis testing (section 5.4).

5.2.2 Relationships between variables

This final part of section 5.2 provides the resofts correlation analysis between
variables. This indicates relationships that camnbestigated during the hypothesis testing
(section 5.4). Spearman’s Rho Correlation analyassbeen used (as opposed to
Pearson’s) because the key variables are congirfrotea ordinal data (as opposed to
interval data). The variables SERFOCUS, AIRFOCU& @WNER have not been
included in the analysis because the variables@rstructed from nominal or dichotomous

data that consists of categories and correlatiahyais is not appropriate for such data.

Correlation analysis provides a correlation coedfit that demonstrates the strength of the
relationship between two variables. A correlatoefficient of +/-1 means that there is a
perfect correlation between two variables. +1 rsdhat there is a perfect positive
correlation (i.e. when the value of one variablgr@ases, the value of the other variable
also increases, and at the same rate) whilst -hsribat there is a perfect negative
correlation (i.e. when the value of one variableréases, the value of the other variable
decreases, and at the same rate). The corretagedficient can fall anywhere between 0
and +/-1 with +/-.1 being a weak correlation, +béng a moderate correlation and +/-.7
being a strong correlation. In addition to promgla correlation coefficient, the output
from a correlation analysis is able to providestgmificance of the correlation and the
number of responses. The results of the correlaalysis for this study can be seen in
table 5.13.
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Table 5.13 Spearman’s Rho correlations

[ |  [TURB[COMP [DEMAND [SUPPLY [ENV |[MKTOR [INNO [PERF |
TURB Coefficient | 1.000 | .113 .067 .226* 5601096 185 | .021
Significance| . 313 .545 .039 .000 425 .096 .846
N 84 82 84 84 82 71 82 84
COMP Coefficient | .113 | 1.000| .182 .099 617 79* A34* | 254*
Significance|.313 | . .097 374 .000| .000 .00Q .020
N 82 84 84 83 82 70 83 84
DEMAND | Coefficient | .067 .182 1.000 -.167 .482*388** .516* | .633*
Significance| .545 .097 . 127 .000 .001 .00d .000
N 84 84 86 85 82 72 84 86
SUPPLY |Coefficient | .226* | .099 -.167 1.000 .533*083 -145 | -.204
Significance|.039 | .374 127 . .000| .490 191 .061
N 84 83 85 85 82 72 83 85
ENV Coefficient | .560**|.617** |.482** .533** 1.000 | .444* .380%**% .272*
Significance| .000 | .000 .000 .000 . .000 .000 .013
N 82 82 82 82 82 69 81 82
MKTOR | Coefficient | .096 AT79%* | .388** .083 .444%1.000 .645%*| 449**
Significance|.425 | .000 .001 490 .000| . .000 .000
N 71 70 72 72 69 72 71 72
INNO Coefficient | .185 A34** | 516** -.145 .380%.645** 1.000 | .545*
Significance| .096 | .000 .000 191 .000| .000 . .000
N 82 83 84 83 81 71 84 84
PERF Coefficient | .021 .254* | .633** -.204 2724 4@+ .545** 11.000
Significance|.846 | .020 .000 .061 .013| .000 .00(
N 84 84 86 85 82 72 84 86
%

* = Correlation is significant at the .05 level {@ied).

** = Correlation is significant at the .01 level-{&iled).

As can be seen from table 5.13, many of the enmemal and market-level variables
correlate with ENV. This is to be expected as EBl¢reated using those variables. Other

correlations that are of interest and are signified .05 or .01 levels include:
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» COMP, DEMAND and ENV, which have a significant taaship with the
dependent variables (MKTOR, INNO and PERF);

+ MKTOR and INNO, which have a significant relationskvith PERF; and,

« MKTOR, which has a significant relationship withNIKD.

The relationships identified in table 5.13 are stigated further during the hypothesis
testing (section 5.4) but before that, key variglsieed to be tested for reliability and

validity.

5.3 Reliability and validity testing

The reliability and validity of the propositionsagsto create each variable were confirmed
at face value by experts from industry and acadeffie process and some of the
individuals involved are mentioned in sub-sectidhi 2. This helped to ensure that the
propositions used are relevant to industry antiéa¢search questions of this study.
Statistical tests were then used to investigatedhability and validity of the variables
based on survey responses, and the methodologywusiedilar to that of previous MO
studies (e.g. see Narver and Slater, 1990; Adu&98; Appiah-Adu and Singh, 1998;
Hooley et al., 2003; Tse et al., 2004; Lai and Ch&005; Sin et al., 2005).

Reliability testing analyses the internal consisteof a variable by testing whether each
individual proposition that is used to construa tariable is measuring the same aspect.
Validity testing analyses the extent to which twormre measures of the same variable
conform to expected theory and this can be testedrding to convergent, discriminate

and concurrent validity.

This study investigates the reliability of eaclttué three dependent variables (MKTOR,
INNO and PERF) in order to check for internal cstesicy. None of the independent
variables are tested for reliability as it is recnemded that only variables constructed from

three or more propositions be tested for reliab{lReter, 1979). This study also tests the

181



Chapter 5: Findings

convergent validity (i.e. the degree of agreembat)veen the three different components
of the MKTOR variable: MIG; MIS; and, MIR. None tife other variables are tested for
construct validity, as they are not constructedliffierent components, only different

propositions.

5.3.1 Reliability testing

Churchill (1979) recommends that reliability istesbusing Cronbach’s Coefficient Alpha.

The equation used to calculate Cronbach’s Coeffidgpha is provided in figure 5.3.

Figure 5.3 Equation used to calculate Cronbach’s Gaficent Alpha

alpha = Nr
1+(N-D)r

Where:
N is equal to the number of propositions and hésdverage inter-proposition correlation amongst

the propositions.

Source: adapted fro@hurchill (1979)

Responses for each of the propositions for MKTONRO and PERF have been correlated
with one another using Cronbach’s Coefficent Alpharder to indicate the level of
convergence, which according to Nunnally (1978)usth@roduce an alpha coefficient of
above.70 for exploratory research. The reliab{latyconsistency) of each proposition (to
the overall measure of each variable) was theeddsg conducting Cronbach’s Coefficent
Alpha after omitting each individual propositioti.the alpha coefficient improves
significantly when a proposition is omitted, thavposition should be rejected from the
study on the basis that it is not consistent withdverall measure of MKTOR, INNO and
PERF. The outputs for each variable (MKTOR, INN@ #ERF) are provided in table
5.14.
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Table 5.14 Reliability analysis for MKTOR, INNO and PERF

[Proposition [ Alpha [Alpha | [Proposition [Alpha [Alpha [ [Proposition [ Alpha [Alpha |
if deleted if deleted if deleted

MKTOR .8917 INNO .8895 PERF .8012

MKTOR 1 .8857 INNO 1 .8959 PERF 1 .7344

MKTOR 2 .8844 INNO 2 .8816 PERF 2 7397

MKTOR 3 .8829 INNO 3 .8680 PERF 3 .7149

MKTOR 4 .8885 INNO 4 .8687

MKTOR 5 .8790 INNO 5 .8893

MKTOR 6 .8819 INNO 6 .8723

MKTOR 7 .8825 INNO 7 .8797

MKTOR 8 .8914 INNO 8 .8677

MKTOR 9 .8880 INNO 9 .8845

MKTOR 10 .8875 INNO 10 .8752

MKTOR 11 .8838

MKTOR 12 .8790

MKTOR 13 .8837

MKTOR 14 .8940

MKTOR 15 .8883

MKTOR 16 .8895

MKTOR 17 .8848

Noes . __

a. N = 72 (MKTOR); N = 84 (INNO); N = 86 (PERF).

As can be seen from table 5.14, the alpha coefti¢éa@ the overall measure of MKTOR
(.8917), INNO (.8895) and PERF (.8012) exceedsehemmended value of .70, which
confirms the reliability of each construct. Thpla coefficient for MKTOR and INNO
increases slightly when two propsitions (MKTOR TIdNNO 1) are deleted. However,
the propositions have not been deleted on the Hastisheir impact is minimal (MKTOR
increases from .8917 to .8940 and INNO increases {8895 to .8959).
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5.3.2 Validity testing

Spearman’s Rho Correlation analysis was used tiysmthe relationship between the
individual components of MKTOR (MIG, MIS and MIR] his tests the convergent
validity of the three components of MKTOR and tegtether or not they are converging

on a common construct. The results are providedle 5.15.

Table 5.15 Convergent validity of MKTOR

MIG [MIS MIR  MKTOR
MIG | Coefficient 1.000 | .648*).740** |.877**
Significance | . .000 .000 .000

N 79 76 74 72
MIS | Coefficient .648**|1.000 | .705** .861**
Significance | .000 . .000 .000

N 76 80 76 72
MIR | Coefficient .740**| .705** | 1.000 | .928**
Significance | .000 .000 . .000

N 74 76 78 72

Key:

** = Correlation is significant at the .01 level-(&iled).

As can be seen from table 5.15, correlations antlb&ghree components of MKTOR are
fairly high (ranging from .648 to .740) and eaclile# correlations is significant (p<.01).
In addition, each of the three components hasoagtrorrelation with the overall MKTOR
construct (with coefficients ranging from .861 928) and each of the correlations is
significant (p<.01). The pattern of correlationdicates that the three components are
convergent, thereby confirming the convergent vigliof MKTOR.
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5.4 Hypothesis testing

The last section in this chapter aims to answerdkearch questions and hypotheses that
were proposed in Chapter 3. Each of the researestigpns and their respective hypotheses

will be considered in turn.

5.4.1 Is MO affected by airport ownership?

The first question asks whether MO at airports RAE is affected by airport ownership

and proposes that:

H1. The more independently-owned the airport, the hidgine level of MO.

The cross-tabulations analysis in table 5.16 pes/gbme initial findings from the sample

in terms of the distribution of MO by type of aimpownership.

Table 5.16 Cross-tabulations for MO by type of airprt ownership

S R R R
Strongly Tend to Neither Tend to Strongly

Ownership disagree disagree agree agree Total
National - 1 (3%) 11 (28%) | 20(50%) | 8(19%) |40
Regional - - 2 (29%) 4 (57%) 1 (14%) 7
Independent - - 2 (8%) 16 (64%) 7 (28%) 25
Total - 1 (1%) 15 (21%) | 40 (56%) | 16 (22%) | 72
Notes . _
a.N=72.

As can be seen from table 5.16, MO tends to bechighairports that are independently-
owned (i.e. 92% of the airports that are indepetig@wned tend to agree or strongly

agree that they are market-orientated comparedl{o68% of nationally-owned airports
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and 71% of regionally-owned airports). Howevee, thutput in table 5.16 is far from
conclusive and is fairly difficult to interpret. Better way of investigating differences in
the distribution of MO by type of airport ownershgby producing a box-plot using the
variables MKTOR and OWNER. The output of the bdots provided in figure 5.4.

Figure 5.4 Box-plot for MKTOR by OWNER
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The box-plot in figure 5.4 features the three typeairport ownership along the x-axis (N
is provided above each label of airport ownershig) the level of agreement that the
airport is market-orientated along the y-axis (Wdtheing tend to disagree and 5 being
strongly agree). One box is featured for each tfmrport ownership and the respective
boxes indicate the middle 50% of responses (ieeirtter-quartile range) for that group of
airports. The % quartile of responses is in the bottom half ofltb& and the "8 quartile of
responses are in the top half of the box. Theslthat extend horizontally from the top and
the bottom of the boxes represent the maximum anamam values respectively. The

line in each box indicates the mean value.
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As can be seen from figure 5.4, there is a cleadithat suggests that the more
independently-owned the airport, the higher thelle¥ MO. This is because the inter-
guartile range of responses for nationally-ownepaxts ranges from 3.4 to 4.3 compared
to an inter-quartile range of 4.1 to 4.6 for indegently-owned airports. Regionally-owned

airports fall somewhere in-between with an inteagjle range of 3.4 to 3.8.

The direction and significance of the differencesaeen MO by type of airport ownership
can be tested using a series of Independent Saifyésts that compare the significance of
differences in means. The test can only handletyyves of response at a time so a series
of tests have been conducted in order to testiffexehces between nationally-owned and
regionally-owned airports, nationally-owned andapendently-owned airports, and
regionally-owned and independently-owned airpoBased on the findings in table 5.16
and figure 5.4, it can be assumed that independenthed airports will have significantly
higher levels of MO than nationally-owned and regity-owned airports. However, the
difference between nationally-owned and regionailyred airports is less certain. Table
5.17 provides the output of the Independent Sanmpkests.

Table 5.17 Independent Samples T-tests for MO by pe of airport ownership

Test | Response N| Mean| t-valugSignificance (2-tailed)
1 National 40|3.8647|.487 .628
Regional 7| 3.7479
2 National 40/3.8647|-2.960 | .004
Independent 2%54.2682
3 Regional 7 | 3.7479-2.650 | .013
Independent 2%54.2682
4 National/Regional 47 | 3.8473|-3.185 | .002
Independent 2%54.2682

As can be seen from table 5.17, independently-ovaimports have significantly higher
levels of MO than both nationally-owned and regitysawned airports (p<.01). The

difference between nationally-owned and regionailyred airports is not significant and in
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comparing means, it would appear that the natigradined airports have higher levels of
MO than the regionally-owned airports. The resuits&able 5.17 mean that ‘the more
independently-owned the airport, the higher thellef MO’ (H1) can be accepted
although some doubt is expressed in the differ&eteeen nationally-owned and

regionally-owned airports.

The low representation in the sample from regigradned airports (N=7) has already
been mentioned in sub-section 5.1.2.3 and mal®#idult to consider them as a separate
group. When regionally-owned airports are combiwvét nationally-owned airports, the
difference in means between them and independenthed airports is significant (p<.01).
This is demonstrated by test 4 in table 5.17. difference in means, inter-quartile ranges
and maximum and minimum values are shown in figube

Figure 5.5 Box-plot for MKTOR by OWNER (grouped)
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5.4.2 Does MO have a positive effect on airport parmance?

The second question asks whether MO has a posiftieet on the performance of airports
in EPA’s and proposes that:

H2. The greater the MO of an airport, the greatereatsqymance.

The cross-tabulations analysis in table 5.18 pes/gbme initial findings from the sample

in terms of the distribution of performance by MO.

Table 5.18 Cross-tabulations for performance by MO

Performance
MO Much worse|  Worse No different| Better Much better| 1O
Strongly disagree- - - - - -
Tend to disagreg - - 1 (100%) - - 1
Neither - 4 (27%) 7 (46%) 4 (27%) - 15
Tend to agree 1 (2%) 2 (5%) 22 (55%) 13 (33%) 2 (5%) 40
Strongly agree - - 3 (19%) 10 (62%) 3 (19%) |16
Total 1 (1%) 6 (8%) 33 (46%) | 27 (38%) | 5 (7%) 72
Notes:
a.N=72.

As can be seen from table 5.18, performance tents higher for airports that have a
higher level of MO. For instance, 81% of the aitpahat strongly agree that they are
market-orientated agree that their performancettebthan that of similar or competing
airports, compared to only 27% of the airports tiether agree nor disagree that they are
market-orientated, and 0% of the airports thatglisa that they are market-orientated.
However, the output in table 5.18 is far from caosole and is fairly difficult to interpret.

A better way of investigating the relationship be&sw MO and performance is by
conducting a correlation analysis. Spearman’s welation analysis was conducted on
MKTOR and PERF and the output is provided in t&bleS.
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As can be seen from table 5.13, the relationshiyéden MKTOR and PERF is moderate
and positive (coefficient of .449) and significgp&.01). This indicates that higher levels
of MKTOR result in higher levels of PERF and metret the hypothesis that ‘the greater
the MO of an airport, the greater its performar({€#) can be accepted. A certain degree
of caution needs to be taken when accepting singipathesis because other variables have
not been controlled for. For instance, it candensin table 5.13 that DEMAND has a
stronger relationship with PERF than MKTOR. DEMANBSs a coefficient of .633 and is
significant (p<.01). COMP also has a significalationship with PERF although the
relationship and its level of significance is ralaty weak (coefficient of .254 and p<.05).
This means that it may actually be DEMAND thatasponsible for PERF and that
MKTOR may just be a consequence of DEMAND. Thiw/igere regression analysis
becomes important.

Correlation analysis only demonstrates whethemo@arsignificant relationship exists
between two variables. It does not control foreotvariables and does not test for causality
(i.e. the extent to which a particular variableg@h predict performance). Further analysis
can be provided using regression analysis in dalgmvestigate the effect of MKTOR on
PERF, controlling for other variables (i.e. TURBOMP, DEMAND and SUPPLY).
Regression analysis deals with finding the bessipslinear equation relating to two or
more variables and aims to predict the value cf@eddent variable from the value(s) of an

independent variable(s) using the equation in &édub.

Figure 5.6 Equation used to predict from a regressen analaysis

y =a+ bx

Where:

y is the dependent variable.

X is the independent variable(s).
a is the constant.

b is the coefficient for the independent varialsle (
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Stepwise Regression analysis is a type of regmnessialysis that calculates the best
possible model for a given set of variables. dréfiore tends to discount any non-
significant variables from the output. The outpfithe Stepwise Regression analysis for
MKTOR on PERF whilst controlling for other variables provided in table 5.19.

Table 5.19 Stepwise Regression analysis for MKTORontrolling for other variables

Unstandardised coefficients
Beta Standard error | Significance
Constant 1.101 496 .030
DEMAND | .336 .066 .000
MKTOR 274 31 .041

Notes:
a. Dependent variable: PERF.
b. R-square = .39.

The output of a Stepwise Regression analysis pesvédnumber of values and only the key
values have been provided in table 5.19. The aobhst the estimated value of PERF given
DEMAND and MKTOR have a value of zero. Unstandsedibeta coefficients are then
provided for DEMAND and MKTOR and effectively re¢ato how much a one-unit change
in each independent variable is estimated to chdregealue of the dependent variable.
Unstandardised beta coefficients are used instestdardised beta coefficients because
they use the independent variables as they areumseh§.e. from the Likert Scale).
Standardised beta coefficients are used to contparstrength of different independent

variables that have been measured in different ways

The standard error is an estimate of the standavrition of the unstandardised beta
coefficient. It measures the variability in théimste of the coefficient. Lower standard
errors lead to more confidence of the estimate umcthe lower the standard error, the
closer the true coefficient is to the estimatedfodent. The level of significance is
provided and so too is R-square, which is a measunew well the model explains the

variability in the dependent variable.
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Using the equation in figure 5.6 and the outpuhefStepwise Regression analysis in table
5.19, performance can be predicted when valueSEMAND and MKTOR are known.

For instance, if the average level of DEMAND and MBR for an airport is 4, then
predicted performance will be 3.541 (4 when rounidedo decimal places). The equation

used to calculate this would be as follows:

» Performance = 1.101 + (.336 x 4) + (.274 x 4)
= Performance = 1.101 + 1.344 + 1.096

o Performance = 3.541

Of particular importance to this study, the outiputable 5.19 shows that DEMAND and
MKTOR both have a significant impact on PERF anthwin R-square value of .39, it can
be said that 39% of the variance in PERF can beusmted for by DEMAND and MKTOR.
The regression analysis also confirms that it idMARID that has the greater predictive
impact on PERF (coefficient of .336 and p<.01). MIR is also significant but the impact
and significance of MKTOR is slightly less (coeféint of .274, p<.05).

5.4.3 When does MO have a positive effect on airpigperformance?

The third question asks when MO has a positivecetia the performance of airports in

EPA’s and proposes that:

H3. The greater the market turbulence, the strongeretiationship between MO and
airport performance.

H4. The greater the competitive intensity, the strorigemrelationship between MO
and airport performance.

H5. The greater the dominance of public services, tbaker the relationship between
MO and airport performance.

H6. The greater the focus on leisure markets, the génotne relationship between

MO and airport performance.

192



Chapter 5: Findings

H7. The greater the market growth, the greater the¢ioakhip between MO and
airport performance.
H8. The more constrained the airport, the weaker tlagioaship between MO and

airport performance.

Each of the hypotheses seeks to test the effechaiber of moderating factors on the
relationship between MO and performance, namely BUBOMP, SERFOCUS,
AIRFOCUS, DEMAND and SUPPLY. A great deal has besitten in previous literature
about moderating factors and the classic papehisndpic is by Baron and Kenny (1986).
Baron and Kenny define a moderator as: “a qualgafe.g. sex, race, class) or quantitative
(e.g. level of reward) variable that affects theediion and/or strength of the relation
between an independent or predictor variable asepandent or criterion variable” (Baron
and Kenny, 1986; p1174). The relationship betwadapendent, moderator and

dependent variables is illustrated in figure 5.7.

Figure 5.7 Relationship between independent, modei@ and dependent variables

Independen\
b

Moderator » Dependent
c

Independen/

Moderator

Source: adapted from Baron and Kenny (1986)

As can be seen from figure 5.7, testing for modenanvolves testing the main effects of
the independent variable and moderator on the digpeévariable (a and b) and the
interaction between the independent variable aadrthderator (c). If the interaction
between the independent variable and the moddasasagnificant (i.e. c is significantly

different from zero) then it can be accepted thatlenation is taking place. The
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significance of the main effects (a and b) is raotipularly relevant in determining

moderation.

Baron and Kenny (1986) provide four different waysesting for moderation, depending
upon the type of data. If both the independeniabée and the moderator are dichotomous,
they recommend a standard Two-Way ANOVA test aatédhat the key test for

moderation is that the interaction term is sigmific

In order to conduct the Two-Way ANOVA test in tkisidy, the variables had to be re-
coded. The variable SERFOCUS was dichotomiseddmtwhose that were focused on
providing public services and those that were fedusn providing commercial services.
The former was provided with an active value ohdl ¢he latter was provided with a base
value of 0. The active variable was labelled PURZ#d the base value was labelled
COMSER.

The variable AIRFOCUS was dichotomised betweeneghbat were focused on providing
leisure services (i.e. low-cost or charter) angéhthat were focused on providing
traditional or regional services. The former wesvjled with an active value of 1 and the
latter was provided with a base value of 0. Therawariable was labelled LEIFOCUS
and the base value was labelled TRAFOCUS.

The MO variable (MKTOR), environmental variable3JAB and COMP) and market-
level variables (DEMAND and SUPPLY) were dichotoed<etween those that on
average, tended to agree or strongly agree withelegant propositions (i.e. scored an
average of between 4 and 5 for each variable, wi@mded to no decimal places) and
those that did not (i.e. those that scored an gesodbetween 1 and 3 for each variable,
when rounded to no decimal places). The formerpvagided with an active value of 1
and the latter was provided with a base value oflfe variables were labelled HIMO,
HITURB, HICOMP, MKTOPP and CONSTRAINED respectivelyhe SUPPLY variable

used the original responses from respondents arthose that had been reversed for data
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entry. The active value for each variable wasllatieas being ‘high’ and the base value
was labelled as being ‘low’. For the SUPPLY valgalthe active value was labelled as

being ‘constrained’ and the base value was labaltelbeing ‘not constrained’.

Table 5.20 provides the interaction output for Tmeo-Way ANOVA test for each variable.
The f-value is similar to the t-value in a t-testhat it is a measure of the difference
between two groups, which in this case is the éfiéthe independent variable on the
dependent variable versus the combined effectepiritiependent variable and moderator
on the dependent variable. The level of signifeeais provided for each interaction and
moderation is indicated by the test of interactieimg significant. Partial eta squared
indicates the effect size by describing what praporof the variance in the dependent
variable can be accounted for by the interactidecef

Table 5.20 Two-Way ANOVA test for moderation

[Source [ fvalue| Significancé Partial eta squared|
HIMO/HITURB (TURB) 4.216 .044 .061
HIMO/HICOMP (COMP) .014 .908 .000
HIMO/PUBSER (SERFOCUS) .585 447 .009
HIMO/LEIFOCUS (AIRFOCUS) 4.337 .041 .063
HIMO/MKTOPP (DEMAND) .587 446 .009
HIMO/CONSTRAINED (SUPPLY)|.079 .780 .001

Notes:

a. Dependent variable: PERF.

As can be seen from table 5.20, two of the varghbbeve significant interaction terms.
These are HITURB (p<.05) and LEIFOCUS (p<.05), wHiave f-values of 4.216 and
4.337 respectively. The partial eta squared outpdns that 6% (.061) of the variance in
performance can be accounted for by the interaetifact of HIMO/HITURB and 6%
(.063) can be accounted for by the interactionceié HIMO/LEIFOCUS. The output for
HIMO/HITURB and HIMO/LEIFOCUS signals the preserafean interaction but it does

not test the hypotheses. This can be tested lnygtélke analysis a stage further and
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investigating what effect the moderator has omidere of the relationship between MO
and performance. This is achieved using Simplpeskmalysis (i.e. the plotting of graphs
that indicate the relationship between MKTOR andRPE&t different values of the

moderator). Simple-slope analysis for each oihtloelerators can be seen in figure 5.8.

As can be seen from figure 5.8, when the moderatioigh (e.g. high TURB and
LEIFOCUS) the relationship between MKTOR and PE&Btiong and positive (this is
indicated by the slope of the line). When the miatd is low (e.g. low TURB and
TRAFOCUS) there is very little relationship betwddKTOR and PERF. For the other
non-significant moderators, the effect of MKTORPERF (i.e. the slope of the line) is
normally similar for both active and non-activewes so there is no strengthening (or
weakening) of the relationship between MKTOR an&kPEvhen the moderator is active.
The only exception to this is for SERFOCUS wheredhtive value (PUBSER) was

expected to weaken the relationship between MKT@GWRRERF but instead, has no effect.

In the context of TURB, the findings in table 52d figure 5.8 mean that ‘the greater the
market turbulence, the stronger the relationshipréen MO and airport performance’. In
the context of AIRFOCUS, the findings in table 5&@l figure 5.8 mean that ‘the greater
the focus on leisure markets, the stronger theioalship between MO and airport
performance’. Therefore both H3 and H6 can betede None of the other interaction

terms returned significant values in table 5.20doH5, H7 and H8 can be rejected.
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Figure 5.8 Simple-slope analyses

L™= =
[ad 4.0 4.0
i
u— 3.84 3.84
o
%)
c 3.6+ 3.64
&
€ 344 AP Ll 3.44 By
C_G ..-_,.--""'-—— ————"'—
c - —
= ER! 3.24 -
o -
E -"---
1S 3.04 TUEB 3.04 COMP
S - -
= 2.8 Y Low 2.84 ® Low
© : — i
g 26 . High 2.6 8 High
m Low High Low High
MKTOR MKTOR
LL 40 40
i
o 384 3.84
©
%) 3.64 364
c ""[
8 Ll
344 ‘r’ 344
IS - e
p— -
g 320 =" 3.29
— -
o -
© 30 SERFOCTUS 3.04 ATRFOCTUS
S = -
3 2.84 ® Comser 2.8 ® Trafocus
-— —
g 2.6 9 Pubser 2.6 " Leifocus
ﬁ Low High Low High
L
MKTOR MKTOR
LL 4.0 4.0
i
o 3.84
—
o
%) 364
c
o
344
IS
8 3.24
k=)
S -—-""_—
g 3.04 T METOPF SUPPLY
B wm - -—— -
8 2.84 Y Low ¥ Constrained
4(‘—54 — —
e 2.6 Y High 2.6 B Mot constrained
% Lowr Tigh Low High
L
MKTOR MKTOR

197




Chapter 5: Findings

5.4.4 How does MO have a positive effect on airpoperformance?

The fourth question asks how MO has a positivecefia the performance of airports in
EPA’s and proposes that:

H9. The greater the level of airport marketing innowasi, the stronger the

relationship between MO and airport performance.

H9 seeks to test the effect of airport marketingirations on the relationship between MO
and performance.

Just as with moderating factors, a great deal Bas kvritten in previous literature about
mediating factors and again, the classic papehendpic is by Baron and Kenny (1986)
(another paper of interest is provided by MacKineoal., 2002). Baron and Kenny state
that:

“a given variable may be said to function as a nagali to the extent that it accounts
for the relation between the predictor and theemiin. Mediators explain how
external physical events take on internal psycholigignificance. Whereas
moderator variables specify when certain effectshwid, mediators speak to how or
why such effects occur” (Baron and Kenny, 1986;46)1

The relationship between independent, mediatordapeéndent variables is illustrated in
figure 5.9.
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Figure 5.9 Relationship between independent, mediat and dependent variables

Mediator
a V wb)
Independent Dependent

Cc

Where:
a,b, and c are path coefficients.

Sa and Sb are the standard errors of the coefficfena and b.

Source: adapted from Baron and Kenny (1986)

Mediation testing is an area where there is someeagent about the broad principles
involved but some argument about the details. Hewehis study will follow the
procedure that is recommended by Baron and Ker@86()1 They suggest that for the
mediator to be a mediator of the relationship betwihe independent variable and the
dependent variable, the following conditions havéeé¢ met:

1. The independent variable must significantly prethetdependent variable. If not,
there is no relationship to mediate.

2. The independent variable must significantly prethet mediator.

3. The mediator must significantly predict the dependeariable after controlling for

the independent variable.

If by adding the mediator to the prediction of ttependent variable from the independent
variable in a regression model, the effect of titependent variable falls close to zero (c =
0), acomplete mediation can be assumédhe effect of introducing the mediator is to
reduce c by a non-trivial amount but not to zerpagial mediation can be assumed. If cis
not reduced there is no mediation.
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The three conditions for H9 were tested using teeggarate regressions. The output of the

three regressions (model 1, model 2 and model @oxaded in table 5.21.

Table 5.21 Regressions for the mediating effect afarketing innovations

Unstandardised coefficients

Beta Standard error Significance

Model 1 (PERF as the dependent variable)

Constant 1.337 .583 .025
MKTOR .523 144 .001
Model 2 (INNO as the dependent variable)

Constant -.219 .456 .632
MKTOR 747 113 .000
Model 3 (PERF as the dependent variable)

Constant 1.480 514 .005
MKTOR .040 .163 .803
INNO .645 135 .000

As can be seen from table 5.21, the three conditi@ve been met. After adding the
mediator to the prediction of the dependent vaeidtdm the independent variable in model

3, the effect of the independent variable fallselto O (c = .040) so a partrakdiation can

be assumed.

A stronger test of mediation is provided when thgirect effect of the independent variable
on the dependent variable via the mediator is Sagmtly different from zero and this is

what the Sobel Test does (the Aroian Test cankmsssed). The equation for the Sobel

Test is provided in figure 5.10.

As provided by the output in table 5.21, a = .M #,.645, Sa = .113 and Sb = .135. These

figures were entered into the Sobel Test and theub\ftest statistic and p-value) is

provided in table 5.22.
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Figure 5.10 Equation for the Sobel Test

Formula for the standard error of the indirect efffef ab =V(b?*Sa2+a?*Sh?)

Where:

a = raw (unstandardised) regression coefficientHferassociation between MKTOR (independent
variable) and INNO (mediator).

Sa = standard error of a.

b = raw (unstandardised) regression coefficienttierassociation between INNO (mediator) and
PERF (dependent variable) when MKTOR (independariaible) is also a predictor of PERF
(dependent variable).

Sb = standard error of b.

Source: adapted from Baron and Kenny (1986)

Table 5.22 Sobel Test

Key | Input | Test statistic | p-value

a 747 3.872 0.000**
.645

Sa 113

Sb 135

Key:

** = Significant at the .01 level (2-tailed).

Assuming a reasonable sized sample, test stataties greater than +/-1.96 will be
significant at the .05 level (2-tailed) (Preached &layes, 2004) and as can be seen from
table 5.22, the test statistic is 3.872 and thaeeva significant (p<.01) so@mplete
mediation can be assumed. This result meansttiegreater the level of marketing
innovations, the stronger the relationship betwdénhand airport performance’. Therefore

H9 can be accepted.
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A final hypothesis was proposed in order to testdfiect of environmental support on the
relationship between innovation and performanceis i a moderating (as opposed to

mediating) effect and the hypothesis states that:

H10. Environmental support strengthens the relationbbtpreen marketing

innovations and airport performance.

H10 was tested using a Two-Way ANOVA analysis saglthose conducted in sub-section
5.4.3. The marketing innovations variable (INNCjsadichotomised between those that on
average, use marketing innovations to a great eftenscored an average of 4 for the
variable when rounded to no decimal places) ansethioat did not (i.e. those that scored an
average of less than 4 for the variable when raam decimal places). The former was
provided with an active value of 1 and the lattasyprovided with a base value of 0. The
variable was labelled HIINNO. The active value Waselled as being ‘high’ and the base

value was labelled as being ‘low’.

The environmental support variable (ENV) was diohased between those that on
average, tended to agree or strongly agree withelbgant propositions (i.e. scored an
average of between 4 and 5 for each variable, winemded to no decimal places) and
those that did not (i.e. those that scored an gespdbetween 1 and 3 for each variable,
when rounded to no decimal places). The formerpragided with an active value of 1
and the latter was provided with a base value of@e variable was labelled HIENV. The
active value was labelled as being ‘supportive’ tirelbase value was labelled as being

‘not supportive’.

Table 5.23 provides the interaction output for Theo-Way ANOVA test.
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Table 5.23 Two-Way ANOVA test for moderation of ENV

Source

f-value

Significance Partial eta squared

HIINO/HIENV (ENV)

2.672

.107

.040

Notes:

a. Dependent variable: PERF.

As can be seen from table 5.23, the interactian t&#rthe independent variable (INNO)

and the moderator (ENV) was not significant (p=)187d this signals the absence of an

interaction. The Simple-slope analysis in figurglsconfirms the absence of a significant

interaction although the slope of the ‘supportimeé does suggest that some degree of

interaction is taking place.

Figure 5.11 Simple-slope analysis for moderation &NV

4.0

3.84

364

344

324 »

Estimated marginal means of PERF

2.6

Low

INNO

High

EMW

® 1ot supportive

o Supportive

The output in table 5.23 and figure 5.11 means‘ématironmental support does not affect

the relationship between marketing innovations anabrt performance’. Therefore H10

can be rejected.
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5.5 Chapter summary

Chapter 5 has provided a detailed analysis of tefwam the survey. Four areas of
analysis are considered: sample characteristicidaes.1); descriptive statistics (section
5.2); reliability and validity testing (section $,3nd, hypothesis testing (section 5.4).

An analysis of sample characteristics (section $hbws that 86 airports returned usable
surveys resulting in a response rate of 40%. &isigng indicates that the sample suffers
slightly from non-response bias from airports in®ern/Mediterranean Europe, smaller
airports, and airports with limited technical cajiibs. The sample also suffers slightly
from marketing job-related bias.

Descriptive statistics (section 5.2) indicate tit focus of airports in EPA’s is on
developing commercial passenger services (89%eofdimple) and traditional or regional
air services (61%). Furthermore, only 11% of tinpaats focus on developing public
passenger services (e.g. PSO’s) and 39% of thertsrfocus on developing low-cost or
charter services. Descriptive statistics alsocatd# that the distribution of dependent
variables (MKTOR, INNO and PERF) is fairly normal.

Reliability testing (section 5.3) confirms that {@positions used to construct the
dependent variables are internally consistent amdngasuring the same aspect. Two
propositions (one from the MKTOR construct and yoen the INNO construct) could
have been deleted in order to improve the religtilf their respective constructs.
However, they were not deleted on the basis tleat impact would have been minimal.
Validity testing (section 5.3) confirms that thegl components of MKTOR (MIG, MIS
and MIR) converge.

In section 5.4, a range of statistical methods evaployed to test the 10 hypotheses of this
study. A summary of the results is provided ingébh24. H1, H2, H3, H6 and H9 were
accepted whilst H4, H5, H7, H8 and H10 were repkcte

204



Chapter 5: Findings

Table 5.24 Summary of results from the hypothesegsting

H Relationships Direction | Outcome

1 Independent ownership-MO Positive Accepted
2 MO-performance Positive Accepteq
3 MO-market turbulence-performance Positive Accepte
4 MO-competitive intensity-performance Positive epd

5 MO-public focus-performance Negative Rejected
6 MO-leisure focus-performance Positive Accepted
7 MO-market growth-performance Positive Rejected
8 MO-airport constraints-performance Negative Rejgc

9 MO-innovation-performance Positive Accepted
10 | Innovation-environmental support-performanc¢e itRes Rejected
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6. DISCUSSION

The main objective of this chapter is to discussfihdings from the previous chapter
(Chapter 5). The chapter consists of four maiti@es. The first section will discuss the
main findings of this study within the context efevant literature, thereby demonstrating
its contribution to theory. The second section digcuss the implications that the findings
have for managers of airports in EPA’s and will sider relevant evidence from industry.
The third section will discuss the limitations bfg study and will provide
recommendations for future research. The fourthiae will provide a summary of the

chapter.

6.1 Main findings

The aim of this study is to examine the relatiopdtetween MO and the performance of
airports in EPA’s. The four specific study objees (mentioned in section 1.3) are to
investigate and analyse: the application of MOitpaats in EPA’s; antecedents to MO at
airports in EPA’s; the impact of MO on the perfoma of airports in EPA’s; and, factors
that moderate or mediate the relationship betweénavd the performance of airports in
EPA’s. The main findings for each objective widl discussed in sub-section 6.1.1 through
t0 6.1.4.

6.1.1 Application of MO

This study investigates MO at airports using a biehaal perspective of MO that
concentrates on organisational activities relabetthé generation, dissemination and
responsiveness to market intelligence. This stiss a construct for measuring MO that
is based on the Kohli et al. (1993) construct tag been refined to meet the specific needs
of this study, which focus on airports in EPA’s ahdir relationship with airline

customers.
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The MO construct used in this study consists gbrbpositions and three elements
(gathering market intelligence, sharing marketliiggence and responding to market
intelligence). Experts from industry and acadecaiafirmed the reliability and validity of
the MO construct at face value thus ensuring theaptropositions used, are relevant to
industry and to the research questions of thisysti&tatistical tests were then used to
investigate the reliability of the MO construce(ithe internal consistency of the individual
propositions used to measure MO) and the validith® three elements used to measure

MO (i.e. the extent to which the elements conveng@ common construct).

The findings of this study confirm the reliabiligjd validity of the Kohli et al. (1993)
construct and support Advani (1998) in its applaato the airport industfy. The

findings of this study also support other studieg have confirmed the reliability and/or
validity of the Kohli et al. (1993) construct orrker versions of the construct (e.g. Cervera
et al., 2001; Harris, 2001; Perry and Shao, 200&y, R0O03; Pulendran et al., 2003; Lai and
Cheng, 2005; Lee and Tsai, 2005) and suggesthbatanstruct can be used across a

variety of boundaries (i.e. different industriesl aultures).

Having established the reliability and validitytbe MO construct, this study investigated
levels of MO at airports and found that the levieM® is generally high, with most
airports tending to agree that they are marketatated. Levels of MO do vary between
airports with some strongly disagreeing that theyraarket-orientated and others strongly
agreeing. The variation in levels of MO suppoinis meed to investigate and analyse
antecedents to MO as this may help to identifydiacthat can enhance or impede airport
MO. Antecedents to MO are discussed in sub-seéibr2.

2 Advani (1998) used an earlier version of the Kehlal. (1993) construct provided by Jaworski amdIK
(1993).
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6.1.2 Antecedents to MO

The behavioural perspective of MO suggests thacadients such as top management
emphasis, connectedness and reward systems erthard® of an organisation whilst
risk aversion, conflict, formalisation, centralisst and departmentalisation impede MO
(e.g. see Jaworski and Kohli, 1993). However gagtof testing the effect of specific
antecedents to MO, this study tested the effeotafership on MO. Rationale for this is
provided in sub-section 2.3.3 and 3.1.1.

The relationship between MO and airport ownerslaip lbeen previously tested by Advani
(1998). His study compared levels of MO at airpdiniat are privately-owned, expecting
privatisation or publicly-owned. His study fourttht privately-owned airports or airports
expecting privatisation have significantly highevels of MO compared to publicly-owned
airports. Whilst this study also tested for thieetf of ownership on airport MO, it was not
able to use a comparative categorisation of aifprtership to the one used by Advani
(1998). This is because there are too few airppfEPA’s that are currently privately-

owned.

Three main types of ownership that can be appbedrports in EPA’s have been identified
by Pagliari (2005b) as being national, regionahdependent and the assumption is that
factors that enhance MO are likely to be more gextan independently-owned airports

compared to airports that are regionally-owneda larger extent nationally-owned.

This study tested the significance of differenceMO between airports that are nationally-
owned, regionally-owned and independently-ownedil8/the difference between
nationally-owned and regionally-owned airports wassignificant, the difference between
independently-owned airports and regionally-ownedationally-owned airports was, and
the levels of MO were significantly higher at in@egdently-owned airports compared to

regionally-owned or nationally-owned airports.
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The findings of this study therefore suggest tliganisational activities related to the
generation, dissemination and responsiveness thetiatelligence are significantly higher
at airports that are independently-owned. Thisgmneway towards confirming the
assumptions made in sub-section 2.3.3 that indegpelydowned airports are more
orientated towards the needs and expectationslwfeacustomers than regionally-owned
or nationally-owned airports. The findings of tetsdy also go someway towards
confirming the assumptions made by Pagliari (20@ba) independently-owned airports
have a greater focus on factors that are likelygtinherent in an airport that is market-
orientated such as having a good local knowledge denerating market intelligence),
sharing that knowledge with other stakeholders digseminating market intelligence) and
responding to that knowledge by implementing prieaanarketing campaigns and dealing
directly with prospective airlines (i.e. respondiognarket intelligence).

It is difficult to compare the findings of this styiwith the findings of previous studies that
have investigated the relationship between MO ama ownership because the only
previous study on airport MO was conducted by Adya898), and his study primarily
compared private versus public ownership as opptsiaiependent versus regional or
national ownership. Despite this, all of the artpdhat are regionally-owned or nationally-
owned in this study are publicly-owned and the &sgorts in this study that are privately-
owned belong to the independent category of airpertership so it can be said that the

findings of this study do to some extent suppcaetfthdings of Advani (1998).

Previous studies (e.g. Oum et al., 2006) have fahatlownership affects the productive
efficiency and profitability of airports (i.e. thesperational and economic performance)
and this is supported by anecdotal evidence (egsk, 2002) that suggests that a link
exists between ownership and the development lrfi@services (i.e. airport marketing
performance). However, whilst previous studies anecdotal evidence assume that
ownership has a direct effect on performance,gtudy suggests that ownership affects the
behaviour of an airport (i.e. its MO) and thasitictually its behaviour that subsequently

affects performance. The impact of MO on perforogais discussed in sub-section 6.1.3.
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6.1.3 Impact of MO on performance

Previous studies suggest that MO can have a diretpositive effect on company
performance (e.g. Jaworski and Kohli, 1993) and¢tegtionship is based on the
assumption that companies that are market-oriahtaitebe better equipped to satisfy
customer needs and preferences, and subsequeritynpéetter than companies that are
not (Day, 1994).

This study investigated the relationship between &M@ performance and used marketing
performance as a measure of performance. Prestadgs on the relationship between
MO and performance have used different types dbpmance measures. For instance:
Matsuno et al. (2005) use economic performance unessGonzales-Benito and
Gonzéles-Benito (2005) use operational performameasures; and, Sin et al. (2005) use
marketing performance measures. This study usdsetiteg performance measures
because it is concerned with the effect that MOlware on an airport’s ability to attract
new routes and grow and retain existing routesciwvhtcording to Ewald (2002) are

functions of airport marketing.

The findings of this study show that a moderate [@ogitive relationship exists between
MO and performance and that the relationship isisa@ant. This means that the greater
the MO of an airport, the greater its performan€ae relationship between MO and
performance has never been tested in an airporéxioso the finding is somewhat unique.
However, it does support studies on other industhat have confirmed a positive and
significant relationship between MO and performafecg. Jaworski and Kohli, 1993;
Slater and Narver, 1994; Atuahene-Gima, 1995; AdnakGima, 1996; Pelham and
Wilson, 1996; Baker and Sinkula, 1999a; Pelham91@ay et al., 2000; Hooley et al.,
2003; Green et al., 2005; Sin et al., 2005).

Initial analysis in this study tested whether ot acelationship exists between MO and

performance. However, further analysis was usddsbfor causality (i.e. the extent to
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which MO can predict performance) and the analysigrolled for the impact of two
environmental factors (market turbulence and coripetintensity) and two market-level
factors (market growth and airport constraints)arkéting literature suggests that factors
such as these may affect performance (e.g. Katlal,e1996; Dibb et al., 2001;
Brassington and Pettitt, 2005; Kotler, 2005). didiion, Narver and Slater (1990) suggest

that they must be controlled when analysing theatdf MO on performance.

In their study of commodity and non-commodity besises, Narver and Slater (1990)
tested for the effect of MO on financial performamontrolling for market growth,

different aspects of competitive intensity, anchtemdogical turbulence. Their study found
that MO has a significant and positive effect orfggenance and that two of the controlling
factors also have a significant effect on perforaganThe two significant controlling

factors were technological turbulence, which haseen included in this study for reasons
given in sub-section 2.3.4.2, and market growtbthBactors were found to have a
negative effect on company performance, which wageted for technological turbulence
(because the need for companies to continuallysinwenew technologies will affect their
financial performance). However, it was not expddbr market growth (because one
would expect companies to perform well in growingrkets). The rationale provided for
the negative effect of market growth is that soim®ganies may not be prepared or able to
respond if market growth is short-term or unexpecte addition, commodity businesses

may be negatively affected if they are slow to atjbeir production processes.

The findings of this study show that MO has a dgigant and positive effect on
performance so the relationship between MO andp®édnce is causal. This supports the
findings of Narver and Slater (1990) and meansdhpbrt performance can be enhanced
by improvements in the extent to which an airpsrhiarket-orientated. This would suggest
that airline customers are responsive to airpbdsare market-orientated and supports the
claim by Day (1994) that companies that are maokietatated will be better equipped to
satisfy customer needs and preferences, and sudrgggperform better than companies
that are not.
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Of the controlling factors, only market growth wiasind to have a significant effect on
performance and the effect is positive. In faot, éffect of market growth on performance
is much stronger than that of MO. This suggesiswhilst improvements in MO can
enhance airport performance, market growth hagatgr impact and is, therefore, more

important to the performance of an airport than MO.

Finding that market growth has a positive effecperformance supports the expected link
between market growth and performance but contimthe findings of Narver and Slater
(1990) who found market growth to have a negatffece One reason why the expected
relationship between market growth and performdnudds true in the context of the airport
industry (as opposed to the commodity and non-codiybusinesses in the study by
Narver and Slater, 1990) is that airports, esplgdiabse in EPA’s, are likely to have spare
capacity (i.e. runway and terminal capacity) tret accommodate growth quickly. In
addition, airports tend to have high fixed costtemms of capacity, and the services
provided (i.e. for passenger and aircraft handlmgy not necessarily need to be increased
in order to accommodate more traffic. This islil@ly to be the case in an industry such
as the commaodity business, where market growth bristet by costly investment or

increases in production.

Enhancing performance through market growth is soimg that airports have relatively
little control over. However, airports do have tohover the extent to which they are
market-orientated and it could be argued that dispman use their MO to stimulate and
take advantage of any market growth so whilst ntagkawth has a greater effect on
performance than MO, the two factors may compleraanh other in terms of their effect

on performance.

Discussions in sub-section 2.3.4.2 suggest thaesworports in EPA’s may be constrained
by limitations in infrastructure or operating cotmains. These constraints are expected to
have a negative effect on performance becausectirestrain opportunities for market

growth. In controlling for the effect of airporbstraints on performance, this study found
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the effect to be non-significant so there is nalentce that airport constraints have a
negative effect on performance. The main reaspthfse might be that airports are able to
perform well despite any constraints. For instaitds unlikely that retaining existing
routes, and to some extent growing existing rousesffected by airport constraints
because existing airline customers would have beeme of the constraints when they
decided to operate to and from the airport. Attrgcnew routes is more likely to be
affected. However, airports may be able to overamy constraints by focusing on
certain routes or airline operations. For instantany airports on the northwestern coast
of Norway are constrained by limitations in runwafyastructure and frequent adverse
weather conditions but target airlines serving dstimeoutes with turboprop aircraft that

can cope with difficult operating conditions anagkr runways.

Market turbulence and competitive intensity wesoalontrolled for their effect on
performance and according to previous literaturg. @empsey, 1990; Reynolds-Feighan,
1995; Lundvall, 2005; Pagliari, 2005a), both of#héactors are a consequence of
deregulation and are expected to have a negatfieet @h performance because they affect
the ability of airports in EPA’s to attract new tes and grow and retain existing routes.
This study found the effect to be non-significamtisere is no evidence that market
turbulence or competitive intensity has a negagifect on performance. This might be
because environmental factors such as market embeland competitive intensity are able
to have both positive and negative effects on magk@vth and it is market growth, not
environmental factors, that affects performanchis1s supported by evidence that
suggests that although deregulation has had negativsequences for the performance of
airports in EPA’s, it has also had positive congsmes by facilitating the growth of leisure
markets that have in some cases, acted as a nef@ate the loss of traditional services
(e.g. see SQW, 2002; Kealey, 2004; Lapin LiittaQ£20Lundvall, 2005).

Knowing that MO can enhance performance strengttienseed for airports to be market-
orientated. However, it does not explain whenaw IMO affects performance. This

information is vital to airports as it will influee when or how they should be developing a
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MO. These considerations have been investigatedi®gtudy within the context of
moderating and mediating factors that affect thetieship between MO and

performance. The effect of these factors is dsedsn sub-section 6.1.4.

6.1.4 Factors that affect the relationship betweeMO and performance

6.1.4.1 Moderators

Previous studies suggest that a number of facteralde to moderate the relationship
between MO and performance. Some studies (e.gn@itopoulos and Hart, 1993; Kumar
et al., 1998; Harris, 2001; Kim, 2003) have fouhdttmarket turbulence and competitive
intensity have a positive effect on the relatiopdhetween MO and performance. Some
studies (e.g. Pelham, 1997a; Matsuno and Ment@80;Xim, 2003; Wu, 2004; Matsuno
et al., 2005) suggest that strategy type can mueldra relationship between MO and
performance. Kim (2003) found that market growdis  positive effect on the

relationship between MO and performance.

Following the logic of previous studies, six modera were tested for their impact on the
relationship between MO and performance. These wearket turbulence, competitive
intensity, public focus, leisure focus, market griovwand airport constraints. The first two
factors are concerned with the business environoiethie airport, the second two factors
are concerned with the strategic focus of the aiymd the third two factors are concerned

with market-level factors of demand and supply.

Market turbulence was found to have a significantt positive effect on the relationship
between MO and performance. This means that tagaeship between MO and
performance is significantly strengthened when markrbulence (i.e. the rate of change in
airline customers and their needs and preferensésyh. This is likely to be because
airports that are market-orientated have a betiderstanding and responsiveness to airline

customers than those that are not. They are adse likely to be able to adapt to change
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and continually satisfy customers. Their perforosis therefore likely to be enhanced by
being market-orientated when market turbulencegl.hThe finding that market
turbulence has a significant and positive effecperformance supports the findings of
previous studies (e.g. Diamantopoulos and Hart3;LB8&mar et al., 1998; Harris, 2001;
Kim, 2003) but contradicts previous studies thaifb the effect to be negative (e.g. Slater
and Narver, 1994; Greenley, 1995a) or non-sigmti¢a.g.Jaworski and Kohli, 19983;

Gray et al., 1999).

A similar assumption was made for competitive istgn(i.e. that the relationship between
MO and performance is strengthened when competitatween airports is intense).
However, this study found the moderating effeat@hpetitive intensity to be non-
significant. As can be seen from the Simple-slapalysis in figure 5.8, MO has a fairly
similar positive effect on performance when contpetiintensity is both high and low.
The only difference is that airports that operatenarkets characterised by high
competitive intensity tend to perform better thaose that operate in markets characterised
by low competitive intensity. This means that M@@urages competitive advantage and
superior performance at airports, irrespectivenefintensity of competition. The finding
that competitive intensity has a non-significarieeff on the relationship between MO and
performance supports the findings of previous ssi¢e.g. Jaworski and Kohli, 1993;
Slater and Narver, 1994; Gray et al., 1999; Pend/Shao, 2002; Cadogan et al., 200.3)
contradicts previous studies that found the effedte significant and positive (e.qg.
Diamantopoulos and Hart, 1993; Kumar et al., 13887is, 2001; Kim, 2003).

In terms of airport strategy, two main types o&ttgy were investigated for their effect on
the relationship between MO and performance: aipsklvice focus versus a commercial
service focus; and, a leisure service focus veaduaditional service focus. The

assumption made in sub-section 3.1.3 was thatwsfor developing public services would
weaken the relationship between MO and performarites is because public services are
subsidised and determined by governments as opposedrket forces and at airports that

are focused on developing such services, theikely lto be little incentive to be market-
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orientated as airports with low levels of MO caill perform well. The Simple-slope
analysis in figure 5.8 shows that this is the dasmuse MO does not have any affect on
performance when airports are focused on develgpitdjc services. However,
hypothesis H5 in sub-section 3.1.3 proposed tli@tas on public services would weaken
the relationship between MO and performance, ansl @ear from figure 5.8, this is not
the case. In comparison, the effect of MO on pearémce is strengthened when airports
are focused on developing commercial services adthahe effect is not particularly strong
(the estimated marginal means of performance iseefiom 3.1 for airports with a low
MO to 3.6 for airports with a high MO).

Despite the non-significant effect of a public seefocus, this study found the effect of a
focus on leisure services (as opposed to traditeer@ices) to be significant and positive.
The Simple-slope analysis in figure 5.8 shows thateffect of MO on performance at
airports with a focus on developing traditionalvsegs such as those that are operated by
traditional mainline or regional carriers is minim# comparison, MO has a significant
and positive effect on performance at airports &ifocus on developing leisure services

such as those that are operated by charter or éstvearriers.

The effect of leisure services supports the assompinade in sub-section 3.1.3 that
leisure services are extremely market-driven aatlltbcause of their propensity to serve
point-to-point routes, they are likely to transtleeir operations to other airports if they do
not prove to be commercially viable and/or if the@eds and preferences are not satisfied.
This is less likely to be the case for traditiosaivices that provide public services or
scheduled hub connections, where the public seorieatation or hub feed to onward
flights reduces the need for individual routes. ficeairports in EPA’S) to be commercially
viable. Operators of traditional services are lgsdy to leave an airport if their needs and
preferences are not met because the focus of sughbrs is likely to be more on network
coverage than on the performance of individualesutThis may change as traditional
carriers adopt new models in order to compete lgigure carriers and evidence of this

taking place is provided by the fact that manyitradal mainline carriers are adopting a
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low-cost model in short-haul markets and that maawitional regional carriers are
transforming into low-cost carriers (the exampléblorwegian in Norway and FlyMe in

Sweden were provided in sub-section 4.3.1.7 to asiph this point).

The finding that a focus on leisure services hsigiaificant and positive effect on
performance cannot be compared to previous stadisfrategic focus has never been
investigated before in this context (it is usuaflyestigated in the context of whether a
company is pursuing a low-cost, differentiatiorfacus strategy). Two other factors that
are rarely investigated for their effect on thatienship between MO and performance are
the market-level factors of market growth (i.e. @euwh) and airport constraints (i.e. supply).
The moderating effect of both factors was investiddy this study and the effect of both

factors was found to be non-significant.

When the direct effect of MO on performance wa®stigated and controlled for, market
growth was found to have a significant and posiéffect on performance. This has
already been discussed in sub-section 6.1.3. maislead to the assumption that market
growth is able to moderate the relationship betwd@nand performance. However, the
fact that market growth is itself able to affectfpemance means that this is not the case
because even with a low MO, the performance ofiguo can be enhanced by high
market growth. Similarly, when MO is high, the feemance of an airport can be impeded
by low market growth. This is illustrated by thienple-slope analysis in figure 5.8, which
shows that both low and high market growth is ablmoderate the relationship between
MO and performance and that the effect of high megkowth is minimal (the estimated
marginal means of performance increases from 3.8ifports with a low MO to 3.7 for
airports with a high MO).

The findings for the effect of airport constraiate similar to that of market growth in that
they are non-significant. This means that constsan the supply of airport infrastructure
and operations do not significantly weaken theti@tship between MO and performance.

In fact, as can be seen from the Simple-slope aizaily figure 5.8, although performance is
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likely to be better at airports that are not ccaisted, MO has a strong and positive effect
on performance when airports are both constrainelchat constrained. This suggests that
even constrained airports can use MO to improvieopeance and the rationale for this
might be that whilst constraints may limit the dlifor airports to attract new routes and
grow some of their existing routes, it does nogetflall opportunities for growth and
performance can still be enhanced through theietstdnding and responsiveness to
existing or potential airline customers. This wigscussed in sub-section 6.1.3 when the
direct effect of MO on performance whilst contnadjifor airport constraints was

considered.

In summary, the findings of this study show thatdwo factors (market turbulence and a
focus on developing leisure services) have a saanif moderating effect on the
relationship between MO and performance and theaetfect of both factors is positive.
This means that the relationship between MO anfbpeance is particularly strong when

market turbulence is high and/or when airportsfacesed on developing leisure services.

6.1.4.2 Mediators

Previous studies (e.g. Han et al., 1998; Agarwal.e2003; Maydeu-Olivares and Lado,
2003) have found that innovation can mediate ttegiomship between MO and
performance. The assumption here is that MO eag®@srcompanies to be more

innovative, which subsequently improves performadgarwal et al., 2003).

Slater and Narver (1995) suggest that service corep&an innovate by developing new
or improved services, creating new distributionroteds, and discovering new approaches
to management. These innovations are related thatiag strategies and techniques, as
they are largely concerned with elements of thekatarg mix. Expanding on this, Halpern
(2005; 2007) demonstrates how airports in EPA’sinanvate with their marketing mix
(e.g. by improving their management processes, fiyinditheir facilities or services,

offering flexibility in pricing and developing joiradvertising or promotional campaigns).
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In light of previous studies, this study investggmthe mediating effect of airport marketing
innovations on the relationship between MO andgrarnce and measures airport
marketing innovations according to the extent taciiairports innovate with their

marketing mix.

The findings of this study show that airport maikginnovations do have a positive
mediating effect on the relationship between MO padormance. This means that MO
has a positive effect on performance because & rpoe more likely to be more innovative

in their approach to airport marketing.

Previous studies have investigated different tyyfesnovation in different industries and
cultures. For example, Han et al. (1998) found #amninistrative and technical
innovations mediate the relationship between MOtaegerformance of banks in a Mid-
western state of the USA. Maydeu-Olivares and L@0603) found that innovation degree
and performance (measured according to the ratsw@adss of new products/services)
mediate the relationship between MO and the pedae of insurance companies in the
EU. Agarwal et al. (2003) found that innovatione@sured according to the propensity to
invest in generating new capabilities and figuriug new ways to serve customers)
mediates the relationship between MO and the padoce of international hotels. The
findings of this study support the findings of pmis studies but contribute a new area of
investigation in that this study has investigatesl @ffect of marketing innovations on the

relationship between MO and the performance ofoaisgn EPA'’S.

Gray et al. (2000) suggest that innovation is {ikel enhance performance when
environmental conditions are supportive (i.e. irrkets where customer preferences are
changing rapidly, where competition is intense, mhg@oduction lifecycles are shortening
and maturing, and/or where differentiation is lieai}. This has been referred to by Han et
al. (1998) as being an innovation-friendly envir@mnand incorporates environmental and
market-level factors relating to market turbulermmmpetitive intensity, demand and

supply.
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In line with Gray et al. (2000), this study investied whether environmental support
strengthens the relationship between marketingvatens and the performance of airports
in EPA’s. The findings of this study show that gammental support has a non-significant
moderating effect on the relationship between ntargennovations and performance.

The Simple-slope analysis in figure 5.11 confirtms mon-significant effect because it
shows that although environmental support is likelgnhance performance at airports
with high marketing innovations, the performancaioports with low marketing
innovations is similar in environments that arehbstipportive and not supportive
(estimated marginal means of performance are 3Bdhrespectively). The non-
significant moderating effect of environmental soggpmplies that airports, irrespective of
the nature of their environmental or market-lewaliditions, should adopt innovative

marketing practices.

6.2 Managerial implications

The findings of this study have a number of imglmas for managers of airports in EPA’s.
These implications will be discussed under thresrmab-sections. The first sub-section
(6.2.1) will discuss how airport managers can maeof the MO construct. The second
sub-section (6.2.2) will discuss different formsagrport governance. The third sub-section
(6.2.3) will discuss when and how airports canM§2to improve performance. Case
studies and examples from industry will be incogped into the discussion in order to

reflect on how the findings of this study relatehe real world of airport management.

6.2.1 Making use of the MO construct

The findings of this study show that MO is crititalthe success of airports in EPA’s, at
least within the context of airline-related MO aaitport marketing performance. This
suggests that airports in EPA’s must adopt markeed management practices as a means

of satisfying airline customers.
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The findings of this study show that market grovsthlso critical to the success of airports
in EPA’s and whilst this is something airports haghkatively little control over, they can
use the elements of MO (i.e. gathering, dissermgadind responding to market
intelligence) to try to stimulate growth. This pative approach to market growth has been
taken by a number of airports in EPA’s in recerdrgeespecially those that have been
trying to stimulate growth in inbound tourism andiee trade of imports and exports. The
example of Aberdeen Airport was provided in sultisac2.3.5.2 and demonstrates how
the airport has been proactive in gathering marketligence on its local catchment area
and on the potential for growth. Staff at the arthave collaborated with each other, but
also with local stakeholders, in order to gathet disseminate that intelligence. The
intelligence has then been used to make necessanges or improvements to the airport
product or service, and to proactively target éxgsor potential airlines. This proactive
approach to market growth is very different to tifaglitional reactive approach of airports
during the regulated era where marketing activitrese fairly passive (Graham, 2003a)
and where market growth was largely determineddywegiment decisions (Williams,
2002).

Airports wishing to outperform competitors by attiag new routes and growing and
retaining existing routes can do so by adopting@ &nd should, therefore, seek to
continually monitor and improve the way in whicleyrgather, disseminate and respond to
market intelligence. The 17 propositions that haeen developed for this study as a
measure of MO can be used as a diagnostic todetttify areas where airport MO is weak
and where specific improvements are needed. Tdopitions used to measure MO can
evolve over time, adapting to changes in the airgiod its business environment, and the
propositions can be turned into specific and medgdamMmanagement targets.

Benchmarks or norms can also be developed andtagetiodically monitor airport
processes and management behaviour and to mehswedctiveness of any changes (i.e.
the impact of increases in expenditure on ‘in-hoosrket research). External
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benchmarking can be established in order to prostaeparisons with similar or

competing airports.

Although this study shows airports that engage anket-orientated activities are likely to
perform better than those that do not, simply emgam market-orientated activities does
not ensure that the desired consequences of tietisiti@s will be met. For instance, the
guality of market intelligence that is gathered disseminated may be questionable or the
response to market intelligence may be inappragarisiuman resource departments can
reduce the margin for error by identifying the lekylls and management competencies that
are required to implement a MO and develop traipr@grammes to improve the
organisation-wide understanding of the activitslved in developing a MO. Senior
managers can then try to develop a corporate eulhat reinforces behaviours that are
consistent with MO and can use the MO construdeteelop relevant and effective

marketing innovations.

Unfortunately, this study did not investigate tifieet that specific organisational factors
such as senior management factors, interdepartheymtamics or organisational systems
can have on MO (i.e. antecedents to MO). The etfeorganisational factors has been
investigated by previous MO studies (e.g. Jawaaski Kohli, 1993) and can be used by
managers to enhance the MO of their company. Hewdased on the findings of Advani
(1998), it would appear that a senior managemeptesis and the use of reward systems

can be used to enhance MO at airports.

Investing in activities that can enhance MO suchagket research, information and
communication systems, staff training and develagreesenior management emphasis
(i.e. management time) and the use of reward syssennds like a costly exercise.
However, many of these activities are probablyaalyeused by airports but not in the
context of developing a MO. For instance, airpartslikely to gather and disseminate
data on operational capabilities and proceduresninecessarily on markets and their

customers), staff are likely to be recruited onlihsis of formal operational qualifications
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and be trained in procedural etiquette (but maybeatecruited from or trained in market
sensing and customer service capabilities), senaragers are likely to place an emphasis
on operations (but not necessarily on markets astbmers), and reward systems are
likely to be focused on operational targets (butrmmeessarily on route development or
customer satisfaction targets). Adopting a madkegtntated approach to airport
management could therefore be adopted at minimad @xtra cost and although their
study does not focus on airports, Harris and Pi€t®§97) investigate the cost of becoming
market-orientated and advocate that MO is free.

In addition to showing that a senior managementrexsig and the use of reward systems
can be used to enhance MO at airports, Advani (L1R2éd that private ownership (as
opposed to public ownership) enhances MO at aspdrhe following discussion (sub-
section 6.2.2) will consider the different formsas¥nership at airports in EPA’s in terms
of the approaches taken to airport governihtee advantages and disadvantages of
different types of governance, and the effect difftrent types of governance might have

on the MO of an airport.
6.2.2 Different forms of airport governance

As can be seen from Appendix D, national ownersigglels are most common at airports
in EPA’s and the ownership of such airports is daated by a small number of very large
national airports systems. Some of these natinabrt systems are owned by
government agencies (e.g. the Icelandic CAA andaiteek CAA). However, the trend in
recent years has been for governments to appaiat-stvned management companies (e.g.
Avinor in Norway, LFV in Sweden, Finavia in Finlan&NA in Portugal, and AENA in

Spain). The rationale for retaining national ovamgp is varied. For instance, it supports

3 Governance deals with the processes and systemhibly an organisation operates and although most
airports in EPA’s are owned by a government authari agency (i.e. the government is the admirtistraf
the processes and systems), different types of gemmant can exist. Modes of governance at airfrorts
EPA’s are extremely diverse and to consider ownr@le. national, regional and independent) alaoeald
not provide an accurate enough picture of sucloetsp

223



Chapter 6: Discussion

the protection of national assets, preserves aateatial links for remote communities,
ensures the provision of safe operations, and alless profitable airports or airport
developments to be cross-subsidised by those tbahare profitable. Similar rationale
applies to regionally-owned airport systems suctha®ne in the Highlands and Islands of
Scotland that is managed by HIAL, which is owned &amded by the Scottish Executive.

The appointment of an airport management compapgap to be in response to the
changing business environment as most of the appeits at airports in EPA’s have taken

place during or after the deregulation of air tpots markets in Eurofé

The appointment of an airport management compaalglea governments to retain overall
ownership of their national or regional airportteys, whilst encouraging it to be managed
in a more market-orientated and business-like nranHewever, the nature of the national
or regional airport system means that their abibtgdevelop a MO is still likely to be
constrained by factors such as centralised decisi@king processes, vaguely defined
objectives and a susceptibility to changes in palitagendas. These considerations are
summarised by the business concept of LFV, whic¢b:i§generate added value for its
customers and promote air travel by operating effisient, safe and well managed airports
and air navigation services. The LFV Group wilaitusiness-like and profitable manner
contribute to the fulfilment of transport policyjebtives” (Luftfartsverket, 2006). The
corporate values of creating added value for custerand a business-like and profitable
company support the development of a MO. Howewery are constrained by the size of

the LFV Group and the focus on fulfilling transppdlicy objectives.

4 HIAL was created in 1986, AENA in 1990, ANA in 1®9%Avinor in 2003, LFV in 2005 and Finavia in
2006.
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One of the main consequences of deregulation veasitive towards airport privatisation,
which started in the UK in 1987 with the privatisatof a number of airports to create the

company that is now known as BAA

The underlying assumption for airport privatisatisrhat it leads to greater efficiency, a
better quality of service, and a reduction in teedhfor government expenditure (Bruijne et
al., 2006). It can also lead to reduced governmoentrol, the ability to diversify (i.e. into
commercial activities), and free access to comrakncarkets. The ability to increase
efficiency, provide a better quality of servicedaeduce government control can be
considered as management behaviours that are dsadadvO and explain why airports
that are privately-owned are likely to have relatywhigh levels of MO. Indeed, Advani
(1998) used MO as an indicator of service quality found that privately-owned airports

have significantly higher levels of MO than pubjidwned airports.

Although increasing numbers of airports are beingatised across Europe (Bentley,
2002), very few airports in EPA’s have followed thend. In fact, of the 217 airports in
this study only five airports are fully owned byvate interests. These are Aberdeen
Airport (owned by BAA), Belfast International Airpo(owned by TBI), Belfast City

Airport (owned by Ferrovial), Linkdping Airport (aved by the SAAB motor company)

and Malta International Airport (owned by Maltadmational Airpof®). These airports

are larger airports (i.e. international or commygibnnecting points) that serve large urban
areas or industries such as Aberdeen (Scotlandslgrgest city and the largest oil-related

centre in Europe), Belfast (the capital city of thern Ireland), Link6ping (of strategic

5 The UK Airport Act was passed in 1986 and mandgtedprivatisation of a number of airports in thi€.U
The company created to own and operate the airfgoctdled BAA, formerly known as the British Airfie
Authority. BAA currently owns and operates sevef &irports (London Heathrow Airport, London Gatwick
Airport, London Stansted Airport, Glasgow Airpdeglinburgh Airport, Aberdeen Airport and Southampton
Airport) and operates several airports worldwidie July 2006, BAA was taken over by a consortiuuh by

the Ferrovial Group.

“6 Malta International Airport was a government-owmethpany created in 1991 to manage the terminal at
Malta International Airport. In 1998, Malta Intextional Airport took responsibility for the entiaéport. In
2002, 40% of Malta International Airport was bougltthe Malta Mediterranean Link Consortium, whish
made up of a number of stakeholders including thieess of Vienna International Airport (Flughafena).

A further 20% of Malta International Airport waslddoy the government in 2002 and another 20% irb200
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importance to the SAAB motor company) and Maltadantry and a major tourist
destination).

The reason why full privatisations are limited anger airports is that airports tend to have
high fixed costs and therefore generally need échrea certain threshold (i.e. one million
passengers per annum) before they are able to legoafitable or take advantage of
opportunities to diversify. Airports that fall sth@f the required threshold may find it
difficult to attract private investors and it ikély that they will need to maintain some kind
of public support. As a result, a few airport€iRA’s have developed mixed ownership
models that consist of both private and publicriedés (e.g. Olbia Costa Smeralda Airport,
which is 80% owned by private interests and 20%emy local interests; Sligo Airport,
which is 50% owned by private interests and 50%emoy local interests).

The number of airports with mixed ownership modelEPA’s is currently very small but
it is likely that the number of airports adoptifngsttype of ownership will increase in the
future as it enables local communities to maingairelement of control over their airport
whilst raising capital for future developments amtouraging management behaviours that

are conducive to MO.

From an airline’s point of view, full or partialrpiort privatisation appears to be of great
benefit because it can improve efficiency and quali service, reduce government
control, and improve access to financial markess ¢lan support airport development.
However, airport privatisation also comes with anbver of disadvantages for airlines such
as the desire of the airport to maximise profitd ahareholder value, and the potential to
develop and abuse a monopoly situation. This mietgprivately-owned airports may be
too profit-focused and may be inclined to raiseghees that they charge to airlines or
reduce the quality of services provided. A focogoofit is considered to be an integral
part of the MO construct from the cultural perspecbf MO (e.g. Narver and Slater, 1990)
but, in this situation, the focus on profit coutdgede MO, as it could result in an increase

in prices or a reduced quality of service.
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Some governments or local authorities in EPA’s haw@racted private management
companies to take over the management of parté @iran airport or airports as a Public
Private Partnership (PPP). For example, Newquayohi is owned by Cornwall County

Council and managed by Sef€oThis is similar to the approach taken by owruérs

national or regional airport systems that have agpd management companies although,

in this instance, the airports do not belong t@t@omal or regional airport system and the
management company is a private entity. Similarlgnixed ownership models, this
approach enables governments to maintain an elesheopntrol over their airports whilst

encouraging management behaviours that are corelt@wMO. Case study 1 is on

Grenoble-Isere Airport and provides an exampléefinpact that a management contract

can have on the MO and subsequent performanceafgort that is publicly-owned.

Case study 1 - Grenoble-Isere Airport management cract

Grenoble-Isere Airport is located in the Rhone-Alpsuntain region of France. The

airport was originally conceived and constructettifie 1968 Winter Olympic Games. The

airport is owned by the French Government and veaiitionally managed by a local

authority (the Isere Departmental Council).

In December 2003, the management of the Grenobte-iirport was entrusted to the

Lyon Chamber of Commerce. Atthe same time, th@odi recorded its lowest number of

passengers since 1974, attracting a total of ji80B7 passengers in 2003 (Grenoble-Isere

Airport, 2006a). The low-point in 2003 was precsgthy steadily declining passenger
numbers throughout the 1990’s and early 2000’'ss Was characteristic of regional
airports in France during the early stages of Eeaopderegulation. Passenger numbers

Grenoble-Isere Airport between 1968 and 2005 caseke in figure 6.1.

*" The Serco Group is an international task manageowenpany that specialises in facilities management
and systems engineering. They were awarded ayiamreontract in April 2003 to manage the airport
terminal and car park. The contract requires &ahitapital expenditure from Serco and involves/a®0
share of the profits between Serco and Cornwallh@oGouncil. Service level agreements (i.e. statslaf
service that must be met by Serco) are built ineodontract between Serco and Cornwall County dbunc
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Figure 6.1 Total passengers at Grenoble-Isére Airpg 1968-2005
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In January 2004, the Isére Departmental Counciftdedha five-year contract for the
management and development of the airport to afaly-owned joint venture called
Société d’Exploitation de ’Aéroport de Grenoble&@Ss5), the first PPP of its kind for a
regional airport in France. SEAG is a 50/50 jei@nture between two private partners,
Keolis®® and Vincf®. SEAG immediately set about improving the efigig of operations

at the airport and established a Marketing Departieework on attracting air services.

The Business Area of the airport webS@emonstrates the value that the new
management company has in gathering, disseminatidgesponding to market
intelligence. It provides comprehensive informatfor prospective airline customers on
the region and its assests, the catchment arepp#igoning of the airport, the region’s
business opportunities (this includes informatiartlze Alpine Arc, the Rhone-Alps
answer to the Silicon Valley), market researcihpairdata and services, and tariffs and
fees. The latter includes price incentives thatpaomoted on the airport website for the

ability to cater to all market segments and fongeimple, competitive, modern,

“8 The Keolis Group operates passenger transpogragson behalf of transport authorities in Europe an
Canada.

9 The Vinci Group began as a construction compamyhs, in recent years, become a major European
concessionaire operating transport infrastructuoh ss airports, toll roads, car parks, bridgestandinals.
*0 Grenoble Airport website is atww.grenoble-aeroport.fr
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transparent, non-disciminatory, and consistent Withrecommendations.

The airports current Tariff Regulations (Grenoldére Airport, 2006b) offer a 1 Euro
discount per departing passenger for the first géaperation for every new passenger
service destination route. The Tariff Regulatiafs® offer a 1 Euro discount per actual
incremental departing passenger on existing routérketing innovations such as the
price incentives used by Grenoble-Isére Airport minmprove the marketing performang
of the airport by attracting new routes and growang retaining existing routes.

As can be seen from figure 6.1, passenger numb&eeaoble-Isére Airport have
increased sharply since the management contracawasied in January 2004 with grow
rates of 15% in 2004 and 33% in 2005. The airperted a total of 270,985 passengers
2005, which is a vast improvement on the low of,038 in 2003. The airport has been
especially successful in attracting leisure ses/ened currently serves the following

scheduled low-cost carriers:

* Ryanair with flights from London Stansted Airpddeiblin Airport, Brussels South
Charleroi Airport, Glasgow Prestwick Internatiodatport, Liverpool John Lennor
Airport, and Nottingham East Midlands Airport;

* blu-express with flights from Rome Fiumicino Airpor

» easyJet with flights from London Luton Airport, Laon Gatwick Airport and
Bristol Airport;

» SkyEurope with flights from Prague Airport;

» Thomsonfly with flights from Coventry Airport andoBrnemouth Airport;

» centralwings with flights from Warsaw Airport; and,

* Wizz Air with flights from Warsaw Airport.

The airport also serves a number of charter cargech as First Choice Airways, Monar¢

Airlines and MyTravel. These carriers provide niainbound services to the Rhéne-Alp
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region.

In July 2004, Keolis and Vinci secured a seven-yeaitract for the management and
development of Chambéry Airport, which is also teckin the Rhéne-Alps mountain

region of France. This PPP was awarded by thei&®apartmental Council.

Jean-Pierre Marchand-Arpoumé, President Directéme@l of the Vinci Group believes
that a second wave of PPP’s is around the corméhéEuropean airport industry but

warns:

“I don’t think that there are all that many good pgrtunities as yet. Air transport
generally might go through some difficult timeth# oil price remains high for an
extended period. Owners will be careful aboutipgttacilities to the market if they
could possibly be harmed by skyrocketing oil pfi¢gdsan-Pierre Marchand-
Arpoumé. In Frank-Keynes, 2004; p32).

The quote from Jean-Pierre Marchand-Arpoumé empégashe fact that private
management companies enter into such agreemeortdento maximise profits and
shareholder value. This means that the managesnergany may be too profit-focused
and just as with privately-owned airports, the ®om profit could impede the airport’s
MO as it could result in an increase in prices ceduced quality of service. This is why jat
some airports such as Newquay Airport; the ownétseairport (Cornwall County
Council) have set service level agreements fontheagement company (Serco) to adhere

to.

HIAL, the owners of Inverness Airport, used a pté&zenanagement contract called a
Private Finance Initiative (PFI) in order to furiebtdevelopment of a new airport terminal
at the end of the 1990’s. The PFI at Invernespdtrwas similar to the PPP’s that are
currently used by Grenoble Airport, Chambéry Aitpaomd Newquay Airport. However,
the rationale for the PFI at Inverness Airport wawe about funding the cost of new
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infrastructure as opposed to encouraging markentated management practices. Despite
this, the PFI at Inverness Airport is worth menitngnbecause the contract actually acted as

a disincentive for HIAL to develop air servicesatad from the airport.

The PFI contract was awarded in February 1998uerhess Airport Terminal Limited
(IATL) ! and allowed IATL 25-years to build and then managew terminal at Inverness
Airport. The new terminal cost IATL about 9 milfidritish Pounds to build and in return,
IATL were paid about 3 British Pounds per arrivangd departing passenger by HIAL
(Ross, 2005). When the PFI contract was signedastenvisaged that the costs of the
passenger charges paid by HIAL to IATL would beseffby a growth in aeronautical
revenues, such as the landing charges that arélpaypairlines to HIAL. However, the
airport has been focused on attracting low-cosiararin recent years and has accepted
little or no growth in landing charges in orderatitract new services. This has meant that
even though HIAL has secured a number of new sesvitrecent years, it has been at a
significant cost to the company. According to egsrrelease from the Scottish Executive,
the PFI passenger charge cost HIAL almost 8.5wnilBritish Pounds during the first six
years of the contract and almost 2 million Britibunds in the year 2004/05 (Scottish
Executive, 2006).

The structure of the PFI contract acted as a disitive for HIAL to develop air services to
and from the airport and as a result, the ScoBistcutive funded a deal in January 2006
for HIAL to buy-out the contract from IATL at a dosf 27.5 million British Pounds
(Scottish Executive, 2006).

More recently, airlines appear to be demonstradiggowing interest in airports that are
both locally-owned and managed (i.e. by one orraber of local authorities or chambers
of commerce). This is because such airports are fik@ly to have a strong local

knowledge, offer wide support from the region aiscstakeholders, and be keen to support

1|ATL is owned by I2 — an investment company tisgpart-owned by Barclays Bank, Société Général and
3i.
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airport development due to its potential for getiegaregional economic development (i.e.
by creating jobs and attracting tourism and indstihe desire to attract airlines to such
airports has often led to reduced or discountedreertical charges and/or the provision of
marketing support. This offers a greater degregskfsharing between the airport and its
airline customers and has been especially poputarl@w-cost carriers, the concentration

of which seems to be high at airports that arellpcavned and managed (Pagliari, 2005b).

29 regional airports in Sweden are owned and mahlge local authority or a
combination of local authorities. However, manyladse airports used to belong to the
National Airport System, which is currently opedat®y LFV and consists of 18 airports.
For example, LFV sold Halmstad Airport to Halms@alncil in 2001 and transferred
management responsibilities to the council in 208%re recently, LFV has been
considering the hand-over of management and dewelopresponsibility of three more
airports (Norrkoping Airport, Jonkoping Airport akdrlstad Airport) to their respective
local authority. These airports are recording ificgnt losses and are located in areas
where other modes of transport are available. fdéls that it is not in a position to
change the downward trend in traffic at these aigpand that it should not be the
responsibility of the state to manage airports wlhether modes of transport are available.
LFV also feels that the airports may benefit maooaf being managed at a local level, for

many of the reasons that are stated in the preyiategraph.

The first and only significant airport decentralisa programme that has taken place has
been outside of Europe, in Canada. The programasdaunched in 1994 and involved the
phased transfer of 64 regional/local and smallaatspfrom the National Airport System to
local authorities. The rationale for this was grded in the idea that: “locally-owned and
operated airports are able to function in a moraroercial and cost-efficient manner, are
more responsive to local needs and are bettett@lptatch levels of service to local
demand” (Transport Canada, 2006). Transport Cacandi@ucted a study on Canada’s
regional/local and small airports in 2004 in ortteevaluate the impacts of the

decentralisation programme (e.g. see Transportd2a2904). The focus of the report is
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on the financial performance of airports and tihesponsiveness to local stakeholders, both
of which have experienced neutral or positive cleargince decentralisation.

Unfortunately, the report does not consider markktted changes so it is not possible to
assess the effect that decentralisation has h#aueaO or marketing performance of the

airports.

It is worth noting that in Norway, the opposite th@en the case in that Norway’s network
of 27 regional airports used to be owned by loa#harities but from 1998, the state took
over responsibility (Brathen and Eriksen, 2006hisTwas partly because of the desire to
harmonise safety standards across all airportalbatbecause, just as fully privatised
airports may seek to maximise profits and sharedroldlue, airports that are fully owned
by local authorities may have financial motives hiféect their relationship with airline
customers. For instance, locally-owned airporty beinclined to use the revenue
generated by their airport for other local servisash as health and education as opposed

to using it for airport development.

Local owners may also be reluctant to use tax gayeoney for airport development and
instead tax the users of the airport. A recentrga of the tensions that can develop is
provided by Newquay Airport where Ryanair has begndly growing its services from
London Stansted Airport. Cornwall County CounoilvQers of Newquay Airport)
introduced a Passenger Surcharge in October 2098Bafish Pounds tax per departing
passenger, which the council claimed was necessdmgip fund a 2.8 million British
Pounds expansion programme to improve facilitiesHe forecast growth in passenger
numbers at the airport. However, Ryanair proteagginst what they considered to be an
anti-visitor tax that would simply increase reveimoiethe council and would increase the
cost of visiting the region for their passengersiclv they feared could ultimately affect

their passenger numbgfs

%2 More details on this story can be found on the BR@Gis website (e.g. see
www.news.bbc.co.uk/1/hi/england/cornwall/4461138)st
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A model of local ownership combined with privatenmiity interests appears to offer the
best opportunity for airports in EPA’s that wand&velop a MO. This is because local
owners (and other local stakeholders) are beseglaxunderstand and respond to changes
in the marketplace and are likely to support airpevelopment due to its role in

facilitating regional economic development. Cdmitions from private investors will then
enable local owners to access financial markesyrerthat the interests of the users are
satisfied, and lead to a more efficient airportrafien and a more market-orientated
approach to airport management. Full privatisatian also enhance an airport’s MO but
may lead to an abuse of monopoly power or undezstmaent, in favour of maximising

profit and shareholder value.

Sandefjord Torp Airport is one of only a few airfsin Norway that is not owned by the
national airport company, Avinor, and provides adjexample of an airport that is under
local ownership combined with private minority irégsts. The airport is mainly locally-
owned (Vestfold County Municipality 43.3%, SandefidMunicipality 35.7%, Stokke
Municipality 7.5%) but also has a private invegdestfold Flyplass Invest 13.5%). The
airport has traditionally been popular with chadarriers (as an alternative to Oslo
Gardermoen Airport) but in recent years, the airhas experienced rapid growth from
low-cost carriers such as Ryanair (with flightsnfr&rankfurt Hahn Airport, London
Stansted Airport, Glasgow Prestwick InternationapArt, Milan Bergamo Airport,
Liverpool John Lennon Airport and Newcastle Airpand Wizz Air (with flights from
Katowice Airport). Local ownership enables thepait to maintain links and support from
local stakeholders that are keen to be involvatiengrowth of the airport whilst private
interests enable the airport to fund essentiabairghevelopments and commercial

activities.

Oum et al. (2006) suggest that majority private exship is preferable to minority private
ownership when local and private interests are ¢oath However, their study was based
on how ownership affects the operational and ecanperformance of the world’s major

airports, where the potential for a return on inresnt is likely to be much higher than at
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smaller airports in EPA’s. As was mentioned earhehis sub-section, airports generally
need to reach a certain threshold before privateeoship becomes possible and most of
the airports in EPA’s will be below that threshelaltheir ability to attract majority private
interests may be limited.

6.2.3 Using MO to improve performance

So far, management implications have been concevitadhe direct effect of MO on
performance and the advantages and disadvantagédfoént forms of governance.
However, another aspect of this study that has itapbimplications for the managers of

airports in EPA’s is when and how MO can be usedimrove performance.

The findings of this study show that the relatidpdbetween MO and performance is
particularly strong when market turbulence is hagla/or when airports are focused on
developing leisure services. Both of these asm@etsonsequences of deregulation. For
instance, studies show that air services to aspgarEPA’s are increasingly dictated by
unpredictable and rapidly changing market forcéiserathan public service considerations
(e.g. Reynolds-Feighan, 1995) and the growth sule markets is increasingly replacing
the loss of traditional scheduled services at aiggo EPA’s (e.g. SQW, 2002; Kealey,
2004, Lapin Liitto, 2004). This is not likely teelihe case at all airports in EPA’s.
However, for those airports that do operate inudlebt markets and/or have a focus on
developing leisure services, the development ofaivital and can significantly enhance

their ability to attract new routes and grow an@ireexisting routes.

Having an understanding of when MO can improveqrerénce is of interest to airport
managers. However, having an understanding ofM@can improve performance
provides a better understanding of the managenrantipes that can influence

performance.

235



Chapter 6: Discussion

This study tested for the mediating effect of mérigeinnovations and the findings show
that marketing innovations have a positive effectlee relationship between MO and
performance. This means that MO has a positivcetin performance because airports
are more likely to be innovative in their appro&ctmarketing. Airports should therefore
coordinate marketing strategies and tactics thiptimise future performance and
should develop a corporate culture that emphasis@snovative approach to marketing.
This calls for the need to invest in marketingtediairport activities, with appropriate
financial and human resources, and managers shouidor and assess the effectiveness

of additional resources or the implementation &fedent marketing innovations.

The allocation of resources to airport marketingy mary between airports and may be
affected by the type of airport ownership. Fotanse, national or regional ownership
allows for greater resources for marketing becafi®eonomies of scale. However, it may
also mean that marketing efforts are concentratetth® larger airports in the group or may
have a national (as opposed to local) perspectioe.example, the organisational structure
of Avinor indicates that each of the large airpamntthe group (Bergen Airport, Stavanger
Airport, Trondheim Airport, Bodg Airport and Tromggrport) has its own marketing
department. However, the marketing activitieshef 11 medium airports and 29 regional
airports are likely to be coordinated centrallyjpgrthe management of their respective
division. In addition, Avinor conducts a lot ofhouse market research on passenger
markets (e.g. see Avinor, 2003a; 2003b). Howeterresearch is nationally-based and
although locally-based research is likely to bedranted on an ad-hoc basis, the resources

available to medium or regional airports to condsiath research are likely to be minimal.

The ability of independent airports to invest inrketing, especially those that are locally-
owned, is likely to be limited because of their #raaonomies of scale. However, as was
mentioned in sub-section 2.3.5.2, airports thai@rally-owned can collaborate more
easily with local stakeholders in order to poobrgges and establish strategic marketing
partnerships.
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Evidence suggests that innovations only contribufgerformance in markets that are
turbulent, where competition is intense, and whankets are maturing and differentiation
is limited (Gray et al., 2000) so this study testdeether the relationship between
innovation and performance is moderated by an iator-friendly environment that is
contingent on environmental factors (e.g. in mazklat are turbulent and where
competition is intense) and market-level factorg.(&hen market growth and

opportunities for airports to diversify are limijed

The findings of this study provide no evidenceuggest that the relationship between
innovation and performance is moderated by an iatior-friendly environment, which
means that the relationship will not necessarilyabis strongest when conditions are most
supportive. The implication for managers is thatytshould try to develop innovative
marketing practices, irrespective of whether orthey operate in an innovation-friendly
environment. They should also try to develop akeiaorientated culture with innovative

marketing practices in mind, and visa versa.

Many academics and industry observers have beertoriog and advocating the growing
interest in airport marketing (e.g. Reantragoo®41 Humphreys and Gardner, 1995;
Young, 1996; Feldman and Shields, 1998; Ewald, 208tach, 2001; Graham, 2003a;
Schwartz, 2003; Jarach, 2005; Vowles and Merted@52 Although the literature does
not specifically refer to MO, it does support thaian that airports increasingly need to
develop market-orientated management practicesaggests that the performance of
airports is likely to be enhanced by the implemgoteof innovative marketing practices,

which as this study has found, can occur as atreSbkeing market-orientated.

Case study 1 has already provided evidence in stuppthe effect that MO can have on
the performance of airports in EPA’s. It also oated how the relationship between MO
and performance can be mediated by innovative rtiatkpractices (e.g. price incentives).
However, the main focus of case study 1 was orfiteet of airport management contracts.

Case study 2 provides the example of airports pidrad in Finland in order to demonstrate
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how smaller airports, that are nationally-ownee, @vle to enhance performance through
the use of innovative marketing practices that oesua result of being market-orientated.
The case study also mentions Lakselv Banak Airpdxtorway in order to emphasise that
market growth is vital in determining the perforroarof an airport and that although MO
and innovative marketing practices can be usetrtaukate demand, they do not guarantee

success. This is in line with the findings of teiady (e.g. see sub-section 5.4.2).

Case study 2 - Market orientated management practes at airports in Lapland

Lapland is the most northern region of Finland.e Binctic Circle runs through the region

—

and most of the regions total area lies north efArctic Circle. It is one of Europe’s mos
peripheral areas according to both spatial and despbic peripherality indicators (e.g. see
Schirmann and Talaat, 2000).

Finavia, Finland’s national airport operator isp@ssible for the management and
development of five airports in Lapland: Rovanigkirport; Kittila Airport; Enontekio
Airport; Ivalo Airport; and, Kemi-Tornio AirportEach airport provides domestic air
services, mainly connecting Lapland to the capitgl Helsinki. However, international
air services have demonstrated strong growth duhedast 15 years. Passenger numbers
at airports in Lapland between 1990 and 2005 caseba in figure 6.2.

As can be seen from figure 6.2, domestic passengabers at airports in Lapland have
stagnated in recent years. However, internatipastenger numbers have increased
steadily and have increased their share of Laptatudal airport passengers from 4% in
1990 to 24% in 2005.
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Figure 6.2 Total passengers at airports in Lapland1990-2005
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According to Finavia (2006a), 91% of internatiopaksengers at airports in Lapland in
2005 were travelling on leisure services providgdniternational charter carriers. The
dominance of charter carriers is further emphadisetble 6.1, which shows the top 10
airlines in terms of international passengersratoais in Lapland in 2005. All of the
airlines featured in table 6.1 are charter carsersing inbound tourists, mainly from Gre
Britain (136,313 passengers) but also from FraBbgd@1 passengers) and Ireland (11,1

passengers).

at
34

%3 Unpublished data was provided by Finavia’s statsiepartment in October 2006. Any references to
Finavia (unpublished) refer to such data and thecsois therefore not listed in the list of referes (Chapter
IX of this thesis).
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Table 6.1 International passengers at airports in Bpland by airline, 2005

[Rank [Airine [ Passengers |
1 First Choice Airways 51,036
2 Monarch Airlines 18,599
3 Britannia Airways 18,393
4 Thomas Cook Airlines 13,245
5 Excel Airways 11,107
6 Astraeus 7,974
7 Star Europe 6,829
8 MyTravel 6,586
9 Visig Operations Aereas| 5,644
10 Avialink DME 5,396

Source: Finavia (unpublished)

Charter carriers typically serve destinations Hratable to provide a high-density tourisr
product such as is offered in Lapland by the Chmast and winter tourism activities. Higf
density tourism products enable the carriers tdditge aircraft (such as Boeing 757 aircr,
that have the capacity for about 200 passengeesamflight) on direct, point-to-point
routes from regional centres of large populatidhe flights typically take place on an
infrequent and seasonal basis (i.e. on a particidgof the week and at a particular time
the year). Figure 6.3 indicates the seasonal @atlinternational traffic at airports in

Lapland.
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Figure 6.3 International traffic at airports in Lap land, 2005
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Airports in Lapland served a total of 206,731 intdional passengers in 2005 (Finavia,
2006a) and as can be seen from figure 6.3, 14{;2¥8) of those passengers arrived or
departed Lapland in December. In terms of intéonat aircraft landings, airports in
Lapland served a total of 868 international airciafdings in 2005 (Finavia, 2006a) and
can be seen in figure 6.3, 446 (51%) of those fagsltook place in December. The reas
for a much lower percentage in aircraft landingsipared to passengers is that the carri
in December would be operating at full capacityngdarge aircraft and therefore
providing fewer landings per passenger. At lesy/ltimes of the year, operators may ug

smaller aircraft, providing more landings per pagse.

The ability for airports in Lapland to develop irtational charter services depends largg
on their ability to respond to the needs of aidiaad tour operators. Using the data fror
figure 6.3, this means that airports in Laplanddieebe able to handle as many as 147,

international passengers and 446 internationalairiandings in December as effectively

as they handle 205 international passengers am@@ational aircraft landings in August.

This is, of course, in addition to the schedulethdstic services that use airports in

Lapland on a regular basis. The challenge andeld for flexibility and teamwork at

as

on
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e

U

y
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airports in Lapland during peak periods has beephasised by the Finnish Civil Aviatiorn]
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Administration who state that:

“during the peak periods, parking aircraft seamlgsand conducting thousands of

passengers through terminals designed for smallbeispose an annual challenge
for the [Lapland’s] airports. For all this to worlwe have to have seamless to-the-
minute teamwork between the airport’s staff, thiéras, the Border Guard service,
Finnish Customs, the tour organisers, the safad handling companies and others.
Terminal services, air traffic controllers and aom maintenance teams need to be
especially flexible in order to get the aeroplat@$and and take off on time” (FCAA,
2004; p27).

If airports in Lapland are unable to meet the deiveamd service expectations of their
airlines and tour operators, they will effectivelynstrain the growth and development of

international charter traffic and risk losing derddan competing airports and destinations

\" i}

This has resulted in numerous and ongoing develotsne airport infrastructure. For
example, according to Finne (2000), improvementiafiastructure took place at

Rovaniemi Airport in the early 1990’s with the ctmstion of a new terminal building.

The new terminal, which is called Lapland’s Gataswompleted in 1992 but due to
growing demand from international charter carridis,terminal was enlarged and
refurbished in 1999 and the capacity of the terirnidding was doubled. In addition, th

Finnish Civil Aviation Administration installed aAT Il Instrument Landing Systethand

D

upgraded radar and meteorology equipment in 199%dar to improve the reliability and
regularity of air traffic in the harsh and unforigig Arctic climate. Figure 6.4 illustrates
the growth in international passengers at Rovanfrport and it can be seen that growth

was particularly strong after each of the improvetaén infrastructure had been completed

% An Instrument Landing System provides precise guie to an aircraft approaching a runway. Theze ar
three Instrument Landing System categories: CATAT II; and, CAT lll. CAT lll also provides guidae
along the runway surface and is sub-divided intarGWA, CAT IIIB and CAT HlIC. A CAT Il Instrument
Landing System is a precision instrument for apgincand landing with a decision height greater B@n
metres but lower than 60 metres above touchdowhaamnway visual range of no less than 350 metres.
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(i.e. 1993 to 1995, 1996 to 1999 and 2000 to 2004).

Figure 6.4 International traffic at airports in Lap land, 1990-2005
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Similarly to at Rovaniemi Airport, large investmsm infrastructure have been required
Kittild Airport in order to facilitate the growindemand from international charter carrier
which has been constrained by limitations in teahaapacity in recent years. According
to Finavia (2006b), the airport terminal has beguae@ded on numerous occasions since

was built in 1982 and is currently being expandedafseventh time.

The Finnish Civil Aviation Administration has bee¥sponsible for financing the
expansions and subsequent running costs at Kattifgort. However, because
infrastructure is largely unused outside of thei§€hras period, it is difficult for them to
justify the investments required. Investment haly been made possible with the
assistance of other agencies and The EmploymerEemaomic Development Centre for|
Lapland has been a major investor, providing 2 ianiEuros for an extension in 2005,
which had a cost estimate of 5.3 million Euros &via, 2005b). The European Regiona
Development Fund and the Employment and Economi@Bpment Centre for Lapland

are providing a total of 950,000 Euros for the eatrexpansion, which will cost 3.0 millig

J

Euros (Finavia, 2006b). The subsequent effechgfiavestments on employment and
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tourism income is seen as justification for theemge incurred by the other agencies.

In addition to their focus on management proceasdsnfrastructure, airports in Lapland
have used branding techniques and strategic magkpéirtnerships in order to attract ne
routes and grow and retain existing routes. Theimonstrated particularly well by

Rovaniemi Airport, which is Lapland’s largest airpm terms of total passengers in 200!
(Finavia, 2006a).

Rovaniemi Airport is located 10 kilometres to thertheast of Lapland’s administrative
capital, Rovaniemi. The airport stands on the i&rCircle, with the line of latitude
running through its grounds. Rovaniemi Airport baen attracting international tourists
by air since 1984 when a British Airways Concordeswhartered by a local travel agent
take 100 British tourists on a day trip to visie thelf-proclaimed home of Santa Claus or
Christmas Day (Rovaniemi Tourist Board, 2006). c8ithis day, Rovaniemi Airport has
had a major sphere of influence on the tourism pecodf the region and was branded Sa
Claus Airport in 1984 (Finne, 2000). The airpagabs the Official Airport of Santa Claus
trademark within the EU and several other couniifi@savia, 2005a), and has been

integrated into the region’s marketing strategytéurism, which can be seen in figure 6.

Figure 6.5 Rovaniemi region marketing strategy

Arctic Circle
(Santa Claus Village)

Rovaniemi = SantaPark
Santa Claus Airport .+~
Arktikum eettteteeeeeerneeeneeeneeraeeneennaeanils Ounasvaara

Source: Rovaniemi Tourist Board (2004)

The solid triangle in figure 6.5 represents thei§€thras Triangle and consists of Rovanig
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Santa Claus Airport, SantaPark (which is a Christthemed amusement centre), and th
Arctic Circle where Santa Claus Village is locate&hnta Claus Village is a village that is
dedicated to the Santa Claus theme and includda Sdaus Office (where Santa Claus
works from), Santa Claus Post Office (where poseist and received), and numerous
souvenir shops, restaurants and activity serviGssita Claus Village is only two
kilometres from the airport and can be reached filoerairport by foot or by other modes

of transport including motor vehicle, reindeer, degm or sleigh.

The Christmas Triangle is part of the Overall Exgace Triangle, which is represented i
figure 6.5 by the dotted triangle. The Overall Esipnce Triangle includes Arktikum (an
exhibition entity and museum), the Arctic CircleitfwSanta Claus Village) and
Ounasvaara (a mountain resort that offers mourttaged activities such as skiing and
hiking).

The impact that Rovaniemi Airport has on internadilccourism can be determined by
analysing international traffic data for the aifpoAccording to Finavia (unpublished),
Rovaniemi Airport attracted 45,162 internationadgenger arrivals in 2005. The majorit
of passenger arrivals were British (24,951 arrivaldowever, significant numbers also
came from France (6,462 arrivals), Ireland (3,30als), Russia (2,859 arrivals) and It3
(2,088 arrivals). 98% of the airports internatigp@ssenger arrivals travelled with
international charter carriers and the majorityhafm travelled on aircraft operated by

British charter carriers such as First Choice Aysvél2,890 arrivals), Britannia Airways

(4,424 arrivals) and Thomas Cook Airlines (3,831vals). Significant contributions were

also made by non-British charter carriers includstgr Europe from Germany (3,375

arrivals) and Visig Operations Aereas from Spai6%8 arrivals).

Each of Lapland’s airports is increasingly pursugngwth strategies based upon
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international charter markets and are brandedltw far specific markets on the airport
operator's websif8. For instance, in addition to Rovaniemi Santau€lairport, there is
Kittila Airport for Ski Slopes and Snowy Playgrouwmdvalo Airport the Pearl of Lapland,
Enontekit Airport the Airport in the Mountains, admi-Tornio Airport for Golf in the
Midnight Sun. The extent to which branding prow@a airport with a competitive edge
uncertain (Graham, 2003a). However, in the caseovbniemi Airport, branding does
appear to have raised the profile of the airporbagst airlines and tour operators (e.g. s
Crump, 2004).

Local stakeholders recognise that airports in Liaghfmrm the operational spheres of
influence, which along with the tourist centrest i@y serve, form the starting point of t}
regional structure for tourism. Their vicinity aptbvision of air services is a noticeable
competition factor and explains why airports sustiRavaniemi Airport feature strongly i
the tourism strategy for their region (Regional Galof Lapland, 2003). Working closel
with local stakeholders such as local businessasistn and regional development
agencies enables the airports in Lapland to drawn @nd take advantage of a wide pool
resources and enables them to provide airlinesusrdperators with a wider overview of
the area and the potential of the area. For iostametween 1995 and 2002, the Regiond
Council of Lapland spent almost 72 million Eurogtf funds on tourism projects in
Lapland including 11 million Euros on tourism matikg and distribution channels
(Regional Council of Lapland, 2003). Much of thisuld have contributed to the

development of international charter services rgitoais in Lapland.

Although airport marketing innovations (e.g. impeawents in airport management

processes and infrastructure, branding, and thefusteategic marketing partnerships)
have contributed to the performance of airportsapland, market growth (i.e. demand fg
air services) is still the vital factor that detémes the ability of an airport to attract new

is
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routes and grow and retain existing routes. Mamgahnovations can help airports to

* The airport operator is called Finavia and theietnet address isww.finavia.fi.
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compete by stimulating new and existing demandweéi@r, they do not always guarants
success. This is highlighted by the example ofsedkBanak Airport in Norway, which

competes directly with the airports in Laplandifdernational charter services.

Norway’s North Cape has been developed as an attenal tourist attraction (e.g. see
Jacobsen, 1997; 2000). In 1999, it was estim&uiaidlt15,000 international tourists that
visit North Cape each year, travel from Laplanddag trips and use Ivalo Airport or
Rovaniemi Airport as the starting point for theisit/(Langedahl, 1999). In response to
this, the Norwegian CAA spent an estimated 35 amnllNorwegian Kroner during the
1990’s on upgrading Lakselv Banak Airport, whiclaiut a two hour drive from North
Cape, to international status. The aim of this teasncourage 10% of the tourists that u
airports in Lapland to use Lakselv Banak Airpostead. It was hoped that this would a

encourage tourists to spend longer in the regiddasth Norway, where North Cape is

located. In addition to upgrades in infrastructtine airport was branded as Lakselv Nof

Cape Airport and was integrated into the tourisrategy for the region. The airport and
local stakeholders even established a marketingoaagncalled North Cape Airport

Services in order to conduct market research aoih@ie the region (Langedahl, 1999).

Lakselv North Cape Airport obtained internationalsgs in 1998 and in 2000; the airport
attracted 40 international flights and 6,004 in&tional passengers, 100% of which werg
provided by international charter carriers servimginly German, French and Spanish
tourists (Avinor, 2001). Despite its early promiiee airport (and the region of North
Norway) has struggled to compete with its neighbomiLapland, where tourism
infrastructure and the demand for tourism are galyemore advanced. In 2005, the
airport attracted just 34 international flights &)882 international passengers (Avinor,
2006).
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6.3 Limitations and recommendations

This study has produced a number of relevant aeddsting insights into the relationship
between MO and the performance of airports in EPAlswever, as with any study of this
magnitude, a number of limitations exist and important to recognise the limitations and
to make recommendations for future research. himihs and recommendations relating

to this study are listed as follows:

1. The population for this study consists of airpamt&PA’s, which means that this study
is limited not only to Europe but also to periphgrarts of Europe. This was important
because of the context of this study (i.e. the ichpéderegulation on the market for air
services in EPA’s). However, it means that thdifigs of this study are limited to
airports in EPA’s. In addition, although the respe rate for the survey used in this
study is acceptable (40%), it means that the figsliof this study are based on
responses from only 86 airports. Future studiegigrort MO should cover airports
worldwide and although Advani (1998) investigatateaedents to MO at airports
worldwide, no studies have been conducted on theampences of MO (i.e. the

relationship between MO and performance) on aispadridwide.

2. Non-response bias was investigated in this studyoloyparing the number of airports
that responded to the survey with the number qioais in the population and response
rates were lower for airports in Southern/Meditee@n Europe, smaller airports, and
airports with limited technical capabilities. Hoves, differences in response rates were
generally very small and were often influencedlisy fact that some categories had
such a small population. For instance, 50% ofdhge international airports in the
population responded compared to 35% of the sragibnal airports. However, the
population consisted of just four large internagibairports and only two responded.
This compares to a population of 179 small regianglorts of which 63 responded.
Similarly, although response rates for airportSauthern/Mediterranean Europe were

generally lower than for airports from Northern &oe, it was not always the case.
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Some countries in Nothern Europe had low respaates e.g. Finland with 20% and
Iceland with 29%) whilst some countries in Soutiglediterranean Europe had high
response rates (e.g. Cyprus with 50% and Malta ¥WiP6). It is therefore difficult to
derive any significant conclusions in terms of mesponse bias. It is also difficult to
assess the impact that non-response bias couldhaaven the findings of this study.

Future studies should therefore investigate thecefif sample charactistics such as

geographical location, airport size and airporhiecal capabilities on MO and on the

relationship between MO and performance.

. Surveys were sent to airport managers, which megeslata for this study was
collected using a key informant approach (i.e. oesps were sought from key airport
personnel). This approach was considered to beppate for the population and was
considered to be an adequate way of producindotelend valid data. However, future
studies on airport MO should use multiple infornsaintorder to test the reliability and
validity of the data. In addition, although surseyere sent to airport managers, some
of them passed the survey onto a colleague for @iop and survey response bias
was discovered from respondents working in marketélated job functions. The
significant source of bias was that respondents fnwarketing-related job functions
inflated their responses for variables relatingerketing aspects including market
growth and potential, marketing innovations andketing performance. This means
that the results for such respondents are notseptative of the sample. However,
their responses were still used in this study enbidsis that it related to just 13
responses (15% of all responses) and was thenedbiékely to have had a significant
impact on the findings. Future studies on airpd@ should control for marketing job-
related bias and should also test for senior managejob-related bias as this may also
affect responses. Marketing job-related bias @mibs management job-related bias
was tested by Advani (1998) in his study on airpd@. His study found no evidence
of bias. However, the findings of this study sugjgbat marketing job-related bias

does exist.
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4. Cross-sectional data was used in this study s@rttlegs only provide an analysis of a
current situation (as opposed to a time sequendas means that whilst the findings
lend support to the existence of a prior relatigmstine extent to which they provide
evidence of a causal relationship is limited. Adiseries testing of airport MO should
be carried out using a longitudinal framework sat fhrobable causation can be

investigated.

5. Nearly all of the independent and dependent vaegbsed in this study were created
from responses to a survey; only the ownershipabégiwas created from other means.
In addition, nearly all of the variables createdliy survey were created using similar
measures (i.e. a 4-point or 5-point Likert scabelly the passenger and air service focus
variables were created using other measures. adheéhfat most of the measures were
obtained at the same time using similar scalingg@dares may have exaggerated the
strength of some of the relationships. Alternativethods of data collection or the use
of additional statistical analysis may help to raglthis limitation in future studies.
Some studies (e.g. Sin et al., 2005) suggest thégtscal analysis such as Linear
Structural Relationships can be used to handletbielem of obtaining data at the same
time using similar scaling procedures. Howeveg,dhbthor has not been able to find

any studies that have used such statistical asalysi

6. This study did not test for differences in levell$vtD at publicly-owned and privately-
owned airports so the findings can not be comptréle previous study on airport MO
by Advani (1998). However, some basic assumptamassimilarities were made on
the basis that all of the privately-owned airpantghis study came under the
independent category. In addition, the limited benmof privately-owned airports in
the population meant that a number of differenesypf airport ownership were
grouped together (e.g. the independent category ingéis study includes airports that
are locally-owned (i.e. by local authorities or etizers of commerce) and airports that
are owned by a privately-owned or publicly-ownedependent operator. This means

that the results assume a certain degree of sityitzatween different forms of
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8.

governance, which as was discussed in sub-sect2od, &s certainly not the case.
Future studies should use the full range of goveredorms. However, the problem
with this would be that the small number of ressns some categories would mean

that the findings for those categories are faidgesficial.

This study investigated the effect of airport ovai®p as an antecedent to MO but did
not investigate the effect of other antecedentsdtia impede or enhance MO such as
senior management factors, interdepartmental dyssaand organisational systems.
Advani (1998) did study such factors and concluitiedl MO can be enhanced by a top
management emphasis and the use of reward sydtatrere linked to operational
performance targets. An awareness of the antetettet enhance or impede MO can
enable airports to develop management systemsgiicaurage MO, especially at
nationally-owned or regionally-owned airports the¢ constrained by a national or
regional management structure. As was mentionedhrsection 2.3.3, it is not easy to
apply such an analysis to airports in EPA’s, esgilgcivhen the research strategy is
implemented using a survey. However, this typaralysis should be investigated by
future studies using a series of field interviewhkjch is how Kohli and Jaworski
(1990) identified the antecedents to MO in thet filace.

Apart from the ownership variable, all of the vates used in this study were created
from a survey and are based on the perceptiorteeakspondent, as opposed to
absolute values. It may be useful for future stado attempt to develop constructs that
are based on absolute measures. For instand@efO construct, this could include
guestions on the airports expenditure on markeiaret last year, the number of
meetings held with the main customer last yearptiraber of management meetings
held last year to discuss market trends and denedafs, the number of days it takes
before information about important changes to tlagrnoustomer is disseminated, the
number of changes made last year in response teseqgfrom the main customer, or
the score achieved on a service quality surveye fiftdings of a survey based on

absolute data would provide more accurate and mghuifindings. However,
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developing the constructs would be a complex pmaespondents may not know the
answers to the questions, and respondents mayenwilllng to divulge such

information.

9. Along similar lines to point 7, this study used jgative measures of performance by
asking respondents to rate the performance of #igiort relative to that of similar or
competing airports over the last three years. HEhisstead of using objective measures
of performance such as the change in passengeransgifar a particular time period.
Although Balakrishnan (1996) has found that a gfnelationship exists between
subjective and objective measures of company peenoce, the relationship has never
been tested in the context of the airport industryaddition, most studies that
investigate performance in the airport industripeélnot in a MO context, use
objective measures such as productive efficiencypaafitability (e.g. Oum et al.,
2006). Future studies on airport MO should attetopise both subjective and
objective measures of performance so that theioakdtip between the two can be

investigated.

10. This study only uses marketing innovations in isasure of airport innovation.
Previous studies have used different innovatioesyp-or example, Han et al. (1998)
used administrative and technical innovations, May®livares and Lado (2003) used
innovation degree and performance measured aceptalithe rate and success of new
products/services, and Agarwal et al. (2003) usedce innovations measured
according to the propensity to invest in generatiagy capabilities and figuring out
new ways to serve customers. Future studies sHiocils on the relationship between
innovation and performance, and should use a rahgovation types in order to

investigate which type of innovation has the gretatapact on performance.

11.The context of this study was determined by theat$f of deregulation and the
assumption that the new deregulated market advoozdeket-orientated management

practices as a means of satisfying airline custem&his meant that the focus of this
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study was solely on how airports can use MO t@ettnew routes and grow and retain
existing routes. The narrow and specific focuthed study means that the findings are
limited to the airport-airline relationship and \gtithe narrow and specific approach
meets the needs of this particular study, it meélaaisthe findings are not entirely
comparable with the previous study on airport MQAlolyani (1998), which used MO
as an indicator of service quality at airports anakstigated both airline and passenger-
related MO. The problem facing studies on airpd@ is that it is difficult to reflect

the real nature of an airport business that tylyicarves different types of customer
(e.g. see table 2.10) and has a range of perfomaeasures (e.g. see Francis et al.,
2002). Future studies could try to cover all agpe€the airport business. However, it
is likely that such a study would become too laagd complex and the findings would
be too superficial. A narrow and specific approsebms more appropriate but

additional studies are needed in order to developie complete picture.

12. Along similar lines to point 10, this study suggetttat a stakeholder orientation is
important for airports seeking to improve theirfpanance, especially at smaller
airports that are publicly-owned. This is becaaisports that are stakeholder-
orientated are more likely to take advantage ofdempool of resources, develop an
integrated approach to regional development, aadige wider support to airlines or
tour operators (e.g. by providing market researthraarketing support). Smaller
airports that are publicly-owned may not have #sources or expertise to do this
alone. The benefits of a stakeholder orientatierewdemonstrated in case study 2 (and
also in sub-section 2.3.5.2), which provides thangxle of airports in Lapland and
shows how they benefit from working closely witledd stakeholders such as local
businesses, tourism and regional development agendti may be that the performance
of airports in EPA’s is determined by the extenitauch they are stakeholder-

orientated and future studies should investigatetiadr or not this is the case.
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6.4 Chapter summary

Chapter 6 has provided a discussion of the findafdghkis study and covered three main
areas: the main findings of this study (sectior);@He implications that the findings of this
study have for airport managers (section 6.2); #rel|imitations of this study and

recommendations for future research (section 6.3).

The first section (section 6.1) finds that: theatelity and validity of the MO construct is
confirmed and can be applied to the airport ingustvels of MO tend to be fairly high at
airports in EPA’s and variations between level$/@ at airports can to some extent be
explained by the type of airport ownership — indejsntly-owned airports have
significantly higher levels of MO than regionallyvoed or nationally-owned airports; MO
has a positive and direct relationship with perfance and the relationship is both
significant and causal but the effect of marketwdloon performance is greater than that of
MO; the relationship between MO and performancsrisng when market turbulence is
high and/or when airports are focused on develolgisgre services; and, MO has a
positive effect on performance because airportsreme likely to be more innovative in
their approach to marketing — this applies to afiats, irrespective of whether or not they

operate in an innovation-friendly environment.

The second section (section 6.2) suggests thatgeemaanting to develop a MO should:
monitor and improve the way in which they gathésseminate and respond to market
intelligence; use the MO construct as a diagnasttto identify areas where
improvements are needed; develop benchmarks orsiihiath can be used to monitor
airport processes and management behaviour anddsure the effectiveness of any
changes; consider external benchmarking in ordprdeide comparisons with similar or
competing airports; identify the key skills and ragament competencies that are required
to implement a MO and develop training programnodgiprove the organisation-wide
understanding of the activities involved in devahgpa MO; develop a corporate culture

that reinforces behaviours that are consistent Mi@ and, use the MO construct to
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develop relevant and effective marketing innovatioAirports that operate in turbulent
markets and/or have a focus on developing leiseméces are likely to gain most from
adopting a MO and the mediating effect of marketmgpvations means that airports
should develop a corporate culture that emphasis@snovative approach to marketing. A
model of local ownership combined with private ntityinterests or a management
contract in the form of a PPP appears to offeibst opportunity for airports in EPA’s that
want to develop a MO, especially those that hatveearhed the threshold for which

private ownership becomes a viable option.

In terms of methodology and survey responses hing $ection (section 6.3) recognises
that: this study is limited to airports in EPA’scaalthough the findings are based on 40%
of the population, this only equates to 86 airpertature studies should cover airports
worldwide; non-response bias was experienced friopods in Southern/Mediterranean
Europe, smaller airports, and airports with limitedhnical capabilities. However, it was
difficult to derive any significant conclusions a&hg to non-response bias or the impact
that it could have had on the findings of this gtuduture studies should investigate the
latter by measuring the effect of sample charasties on MO and on the relationship
between MO and performance; data for this studyaedlected using a key informant
approach so the reliability and validity of dataestricted to individual informants — future
studies should use a multiple informants approacghjey response bias was discovered
from respondents working in marketing-related jobdtions — future studies should
control for marketing job-related bias and shous® @est for senior management job-
related bias; similar measures and scaling proesduere used to collect data and may
therefore have exaggerated the strength of soragamships — future studies should use
varied methods of data collection or additionalisti@al analysis to reduce the scope for

exaggeration.

In terms of findings, the third section (sectioB)@ecognises that: cross-sectional data was
used in this study so whilst the findings identtig existence of prior relationships, they

provide limited evidence of a causal relationshiptdre studies should use a longitudinal
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framework so that probable causation can be inya&tstil; categories of airport ownership
may have been too vague — future studies shoulsid@emforms of airport governance (as
opposed to airport ownership) but this may redaeenumber of airports in each category
to an insignificant number; antecedents to MO sagkenior management factors,
interdepartmental dynamics and organisational systgere not investigated — future
studies should include these factors and couldstiy&te their impact on MO using a series
of field interviews; most of the variables usedhis study are based on the perceptions of
the respondent — future studies should try to bselate values; this study only uses
marketing innovations in its measure of airporiowvation — future studies should use a
range of innovation types in order to investigateaoh type of innovation has the greatest
impact on performance; the focus of this studymstéd to airline-related MO and its effect
on airport marketing performance — additional stadire needed in order to develop a
more complete picture of the relationship betwed&d &hd the performance of airports; this
study only investigates antecedents to and conseqaef MO — future studies, especially
on smaller airports that are publicly-owned, shal&b investigate antecedents to and

consequences of a stakeholder orientation.
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7. CONCLUSION

The main aim of this study was to investigate #ationship between MO and the
performance of airports in EPA’s. The rationaletfos study was provided in Chapter 1
and is based on the impact that the deregulati®uapean air transport markets has had

on airport management practices.

In summary, airports in EPA’s were traditionallyenated in a regulated environment,
where the provision of air services was, to a laxtent, determined by national
governments. During the regulated era, the rold@firport was in line with that of a
public utility, providing a public service to itedal community. European air transport
markets were deregulated by April 1997 and thisrhaant that market forces rather than
public service considerations increasingly deteenaim services to and from airports in
EPA’s. Such consequences offer both threats apdramities to airports in EPA’s
because despite being threatened by the loss wctred of traditional services that are no
longer commercially viable, airports also face apyaities to attract new services that

were previously constrained by regulatory barriers.

The new market has important implications for trenagers of airports in EPA’s as it
advocates market-driven management practices a&aagwf satisfying airline customers.
It also implies that airports that adopt a morekataorientated approach than their rivals

will perform better.

Chapter 2 provided a review of literature thateievant to this study and indicated where
this study fits into debates around the subjedte feview considered three individual
strands of literature: the concept of peripheratity deregulation of European air transport
markets; and, the marketing concept. From theevewf literature, four research questions
were developed and a series of hypotheses weldisstl in order to answer the

guestions.
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The research questions and hypotheses can bers€bdapter 3 but as a summary, the
guestions ask: is MO at airports in EPA’s affedbgdairport ownership? Does MO have a
positive effect on the performance of airports PAES? When does MO have a positive
effect on the performance of airports in EPA’s?wHines MO have a positive effect on

the performance of airports in EPA’s?

The research methodology for answering the questaon testing the hypotheses was
described in Chapter 4, where four main aspecte s@nsidered: the research strategy; the
population; the design and delivery of the reseatrditegy; and, the methods used to
analyse the data and investigate the researchigo®sind hypotheses. This study was
identified as belonging to the social sciences afeasearch as it aims to grasp the social
dimensions and consequences of management behatuigence suggested that the
research strategy for this study should be impleetensing a questionnaire-based survey
that is administered to the managers of all aiporEPA’s. EPA’s were defined
according to a spatial peripherality indicator aedceived degrees of remoteness. The
latter includes sparsely populated regions, islaedons and mountain areas. A total of
76 European regions were identified as being pergdrand a population of 217 airports

were identified as being located in those regions.

The survey was constructed; mainly using propasstimeasured by 5-point Likert scales,
and was pre-tested on academics and industry exgietitvo international conferences. A
further 17 academics and industry experts wereuttatsand provided feedback on the
survey before it was piloted on nine European aigpA final version of the survey was
sent by email to airport managers and was follougavith two repeat mailings. A range
of methods was employed to analyse the data inwudiescriptive statistics (e.g. simple
bar charts, frequency tables, cross-tabulationsh&stdgrams), inferential statistics (e.g. the
Independent Samples T-test, Two-Way ANOVA'’s, arel$lobel Test), and bivariate and

multivariate analysis (e.g. Spearman’s Rho Corieladnalysis and regression analysis).
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Usable responses from 86 airports were receivecnalysed and the findings of that

analysis were presented in Chapter 5 and discussgdapter 6.

The findings of this study tested each of the higpsés and answered the four research
guestions. Firstly, they found that independentlyred airports have significantly higher
levels of MO than regionally-owned or nationally4oed airports. Secondly, they found
that MO does have a positive effect on performdndeandicated that the effect of market
growth on performance is greater than that of M@irdly, they found that the effect of
MO on performance is likely to be higher at airpdHat operate in an environment where
market turbulence is high and/or when the focuhefairport is on developing leisure
services. Fourthly, they found that MO has a pasiffect on performance because it
makes an airport more innovative in its approacmaoketing. It is then this innovative
approach that influences superior performancespeetive of whether or not the airport

operates in an innovation-friendly environment.

The findings of this study have contributed to Brigtheory and have also added to that
theory because the relationship between MO andpeéance, within the context of the

airport industry, has not been previously inveséda

In terms of their implications for airports managehe findings of this study showed that
airports wishing to outperform competitors can ddog adopting a MO and should seek to
continually monitor and improve the way in whicleyrgather, disseminate and respond to
market intelligence. This will be particularly etttive for airports that operate in an
environment where market turbulence is high andiwen the focus of the airport is on

developing leisure services.

The findings of this study also showed that MO aa®sitive effect on performance
because it means that airports are more likelyetmbhovative in their approach to
marketing. This means that airport managers shoylt develop a market-orientated

culture with innovative marketing practices in miaad visa versa. The fact that
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independently-owned airports have significantlyheiglevels of MO than regionally-
owned or nationally-owned airports suggests thégpendent ownership is more conducive

to the development of a MO.

Industry examples and two short case studies weraded in support of the discussion.
The first case study investigated the effect ohiaport management contract at Grenoble-
Isére Airport, an independently-owned airport ikdbcated in the Rhéne-Alps region of
France. The case study demonstrated how manageor@rdcts can be used by smaller,
publicly-owned airports, to stimulate a more maiteéntated approach to airport
management. It also demonstrated how MO can subs#yg have a positive effect on
performance. However, the structure of the manageécontract is an important
determinant of its success and as has been demakshy the example of the PFI contract
at Inverness Airport, management contracts do Imatys have a positive effect on

performance.

The second case study investigated the effect dfeting innovations at a number of
nationally-owned airports in Lapland, Finland. Tdase study demonstrated how airports
are able to enhance performance through the usa@fative marketing practices that
occur as a result of being market-orientated. H@wnghe case study also used the
example of Lakslev Banak Airport in Norway in orderdemonstrate how innovative
marketing practices do not always guarantee sucdessms suggested that market growth
is the determining factor for airport performanoel #his is in line with the findings of this

study.

The limitations of this study and recommendatiarsditure research were also discussed
in Chapter 6. The most notable limitation of thigdy was that the findings are restricted
to airports in EPA’s. It was recommended thatfeiesearch should be conducted on
airports worldwide in order to investigate diffeces between a wider range of airport

types and geographical regions.

260



Chapter 7: Conclusion

Another notable limitation was concerned with tlse of airport ownership as an
antecedent to MO. It was suggested that futuiestitshould consider forms of airport
governance as an antecedent to MO so that the mianesg of the airport can be

considered in addition to the nature of airport evghip. The case study on Grenoble-Isére
Airport demonstrated the value of airport managdmentracts and these can be used by
airports that are nationally-owned, regionally-odme independently-owned. Therefore,
ownership alone does not provide an accurate ena@figiction of the way in which an

airport is managed.

Finally, this study only investigated antecedeatarid consequences of MO. The case
study on airports in Lapland demonstrated the aalkimportance of a stakeholder
orientation and suggested that this is especiadportant for smaller airports that are
publicly-owned. It was suggested that future stadihould also investigate antecedents to
and consequences of a stakeholder orientatiordier do investigate whether this has a
greater effect on performance than MO does, or drdghe two types of orientation

complement each other.
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Appendix A: Market orientation constructs

Al. Kohli et al. (1993)

Statements

Scale
Strongly Strongly
agree disagree

41 3] 2| 1

Intelligence generation

1.

In this business unit, we meet with customersastlence a year to find ou
what products or services they will need in thefet

In this business unit, we do a lot of in-house mearksearch

We are slow to detect changes in our customersuptqaeferences

We poll end users at least once a year to assesg#lity of our products
and services

We are slow to detect fundamental shifts in ouusidy (e.g. competition,
technology, regulation)

We periodically review the likely effect of changasour business

environment (e.g. regulation) on customers

Intelligence dissemination

7.

10.

11.

We have interdepartmental meetings at least omgmger to discuss market
trends and developments

Marketing personnel in our business unit spend tilmeussing customers
future needs with other functional departments

When something important happens to a major custommarket, the
whole business unit knows about it in a short fkrio

Data on customer satisfaction are disseminatelii latvals in this business
unit on a regular basis

When one department finds out something importatiacompetitors, it is

slow to alert other departments
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Intelligence response

. It takes us forever to decide how to respond tooounpetitors price change

. For one reason or another we tend to ignore changag customers

product or service needs

. We periodically review our product development gfdo ensure that they

are in line with what customers want

. Several departments get together periodically 4o pl response to changes

taking place in our business environment

. If a major competitor were to launch an intensigenpaign targeted at our

customers, we would implement a response immetgliatel

. The activities of the different departments in thissiness unit are well co-

ordinated

. Customer complaints fall on deaf ears in this bessrunit

. Even if we came up with a great marketing planpnabably would not be

able to implement it in a timely fasion

. When we find that customers would like us to modifgroduct or service,

the departments involved make converted effortiotso

D

Source: Kohli et al. (1993)

A2. Narver and Slater (1990)

Scale
To an To a very | Not
extreme slight extent | at
extent all
Statements 71 6 2l 3] 2 1

Customer orientation

R O o

Customer commitment

Create customer value
Understand customer needs
Customer satisfaction objectives
Measure customer satisfaction

After-sales service
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Competitor orientation

7. Salespeople share competitor information

8. Respond rapidly to competitors actions

9. Top managers discuss competitors strategies

10. Target opportunities for competitive advantage

Inter-functional coordination

11. Inter-functional customer calls

12. Information shared among functions

13. Functional integration in strategy

14. All functions contribute to customer value

15. Share resources with other business units

Source: Narver and Slater (1990)

A3. Deshpandé et al. (1993)

Scale

Strongly Strongly

agree disagree

Statements 5 4 3 2 1

Customer orientation

1. We have routine or regular measures of customeicsger
2. Our product and service development is based od gwrket and customef
information

We know our competitors well
We have a good sense of how our customers valuproducts and services
We are more customer-focused than our competitors

We compete primarily based on product or servifferdintiation

The customers interest should always come firgadlof the owners

Our products/services are the best in the business

© ©® N o g M~ ®

| believe this business exists primarily to serustomers

Source: Deshpandé et al. (1993)
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A4. Deshpandé and Farley (1998)

Scale

Statements

Strongly Strongly
agree disagree
54| 3| 2| 1

© ©® N o u»

Our business objectives are driven by customesfaation

We constantly monitor our level of commitment amigatation to serving
customer needs

We freely communicate information about our suctgéssd unsuccessful
customer experiences across all business functions

Our strategy for competitive advantage is baseduwrunderstanding of
customers needs

We measure customer satisfaction systematicallyfr@ogiently

We have routine measures or regular measures tfas service

We are more customer focused than our competitors

| believe that business exists primarily to sendgastomers

We poll end users at least once a year to assesp#iity of our products

and services

. Data on customer satisfaction are disseminatelll lavals in this business

unit on a regular basis

Source: Deshpandé and Farley (1998)
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Appendix B: NUTS Il regions

Country Code NUTS Il region Centroid
Austria AT11 Burgenland Eisenstadt
Austria AT12 Niederdsterreich St.Pdlten
Austria AT13 Wien Wien
Austria AT21 Karnten Klagenfurt
Austria AT22 Steiermark Graz
Austria AT31 Oberdsterreich Linz
Austria AT32 Salzburg Salzburg
Austria AT33 Tirol Innsbruck
Austria AT34 | Vorarlberg Dornbirn
Belgium BE10 Région de Bruxelles Bruxelles
Belgium BE21 Prov. Antwerpen Antwerpen
Belgium BE22 Prov. Limburg (B) Hasselt
Belgium BE23 Prov. Oost-Vlaanderen Gent
Belgium BE24 Prov. Vlaams-Brabant Leuven
Belgium BE25 Prov. West-Vlaanderen Brugge
Belgium BE31 Prov. Brabant Wallon Wavre
Belgium BE32 Prov. Hainaut Charleroi
Belgium BE33 Prov. Liege Liege
Belgium BE34 Prov. Luxembourg (B) Arlon
Belgium BE35 Prov. Namur Namur
Bulgaria BGO1 | North Varna
Bulgaria BG02 | Central Plovidiv
Bulgaria BG03 | South Sofia
Switzerland CHO1 | Région Iémanique Genéve
Switzerland CHO2 | Espace Mittelland Bern
Switzerland CHO3 | Nordwestschweiz Basel-Stadt
Switzerland CHO04 | Zirich Zurich
Switzerland CHO5 | Ostschweiz Schaffhausen
Switzerland CHO06 | Zentralschweiz Luzern
Switzerland CHO7 | Ticino Ticino
Cyprus CYO00 | Kypros / Kibris Kypros

300




XI. Appendices

Czech Republic Cz01 | Praha Praha

Czech Republic Cz02 | Stredni Cechy Stredocesky
Czech Republic Cz03 | Jihozapad Plzensky
Czech Republic CzZ04 | Severozapad Ustecky

Czech Republic Cz05 | Severovychod Kralovehradecky
Czech Republic Cz06 | Jihovychod Jihomoravsky
Czech Republic Cz07 | Stredni Morava Olomoucky
Czech Republic CZ08 | Moravskoslezsko Moravskoslezsky
Germany DE11 | Stuttgart Stuttgart
Germany DE12 | Karlsruhe Mannheim
Germany DE13 | Freiburg Freiburg i.Br.
Germany DE14 | Tubingen Tlbingen
Germany DE21 | Oberbayern Miinchen
Germany DE22 | Niederbayern Landshut
Germany DE23 | Oberpfalz Regensburg
Germany DE24 | Oberfranken Bamberg
Germany DE25 | Mittelfranken Nurnberg
Germany DE26 | Unterfranken Wirzburg
Germany DE27 | Schwaben Augsburg
Germany DE30 | Berlin Berlin
Germany DE40 | Brandenburg Potsdam
Germany DE50 | Bremen Bremen
Germany DE60 | Hamburg Hamburg
Germany DE71 | Darmstadt Frankfurt am Main
Germany DE72 | GieRRen Giessen
Germany DE73 | Kassel Kassel
Germany DE80 | Mecklenburg-Vorpommern Rostock
Germany DE91 | Braunschweig Braunschweig
Germany DE92 | Hannover Hannover
Germany DE93 | Lineburg Luneburg
Germany DE94 | Weser-Ems Oldenburg
Germany DEA1 | Dusseldorf Dusseldorf
Germany DEA2 | Koln Kdln

Germany DEA3 | Munster Minster
Germany DEA4 | Detmold Bielefeld
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Germany DEA5 | Arnsberg Dortmund
Germany DEB1 | Koblenz Koblenz
Germany DEB2 | Trier Trier
Germany DEB3 | Rheinhessen-Pfalz Mainz
Germany DECO | Saarland Saarbriicken
Germany DED1 | Chemnitz Chemnitz
Germany DED2 | Dresden Dresden
Germany DED3 | Leipzig Leipzig
Germany DEE1 | Dessau Dessau
Germany DEE2 | Halle Halle
Germany DEE3 | Magdeburg Magdeburg
Germany DEFO | Schleswig-Holstein Kiel
Germany DEGO | Thiringen Erfurt
Denmark DKOO | Danmark Kgbenhavn
Estonia EEOO | Eesti Tallinn
Spain ES11 | Galicia Santiago
Spain ES12 | Principado de Asturias Oviedo
Spain ES13 | Cantabria Santander
Spain ES21 | Pais Vasco Bilbao
Spain ES22 | Comunidad Foral de Navarra Pamplona
Spain ES23 | La Rioja Logrono
Spain ES24 | Aragbn Zaragoza
Spain ES30 | Comunidad de Madrid Madrid
Spain ES41 | Castillay Ledn Valladolid
Spain ES42 | Castilla-La Mancha Toledo
Spain ES43 | Extremadura Mérida
Spain ES51 | Cataluiia Barcelona
Spain ES52 | Comunidad Valenciana Valencia
Spain ES53 | llles Balears Palma de Mallorca
Spain ES61 | Andalucia Sevilla
Spain ES62 | Region de Murcia Murcia
Finland FI13 [tad-Suomi Kuopio
Finland Fl14 Vali-Suomi Jyvaskyla
Finland FI15 Pohjois-Suomi Oulu
Finland FI16 Uusimaa Helsinki
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Finland Fl17 Etela-Suomi Tampere
Finland FI20 Aland Maarianhamina
France FR10 | lle de France Paris
France FR21 | Champagne-Ardenne Reims
France FR22 | Picardie Amiens
France FR23 | Haute-Normandie Le Havre
France FR24 | Centre Orleans
France FR25 | Basse-Normandie Caen
France FR26 | Bourgogne Dijon
France FR30 | Nord - Pas-de-Calais Lille
France FR41 | Lorraine Metz
France FR42 | Alsace Strasbourg
France FR43 | Franche-Comté Besancon
France FR51 | Pays de la Loire Nantes
France FR52 | Bretagne Brest
France FR53 | Poitou-Charentes Poitiers
France FR61 | Aquitaine Bordeaux
France FR62 | Midi-Pyrénées Toulouse
France FR63 | Limousin Limoges
France FR71 | Rhéne-Alpes Lyon
France FR72 | Auvergne Clermont-Ferrand
France FR81 | Languedoc-Roussillon Montpellier
France FR82 | Provence-Alpes-Cbéte d'Azur Marseille
France FR83 | Corse Ajaccio
Greece GR11 | Anatoliki Makedonia, Thraki Kavala
Greece GR12 | Kentriki Makedonia Thessaloniki
Greece GR13 | Dytiki Makedonia Kozani
Greece GR14 | Thessalia Larissa
Greece GR21 | Ipeiros loannina
Greece GR22 | lonia Nisia Kerkyra
Greece GR23 | Dytiki Ellada Patrai
Greece GR24 | Sterea Ellada Lamia
Greece GR25 | Peloponnisos Tripolis
Greece GR30 | Attiki Athinai
Greece GR41 | Voreio Aigaio Mytilini
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Greece GR42 | Notio Aigaio Ermoupolis

Greece GR43 | Kiriti Irakleion

Hungary HUO1 | Kozep-Magyarorszag Budapest

Hungary HUO2 | Kozep-Dunantul Komarom-Esztergom
Hungary HUO3 | Nyugat-Dunantul Gyor-Moson-Sopron
Hungary HUO04 | Del-Dunantul Baranya

Hungary HUO5 | Eszak-Magyarorszag Borsod-Abauj-Zemplen
Hungary HUO06 | Eszak-Alfold Szabolcs-Szatmar-Bereg
Hungary HUO7 | Del-Alfold Csongrad

Ireland IEO1 Border, Midland & Western Galway

Ireland IE02 Southern and Eastern Dublin

Iceland 1S00 island Rekyavik

Italy IT11 Piemonte Torino

Italy IT12 Valle d'Aosta Aosta

Italy IT13 Liguria Genova

Italy IT20 Lombardia Milano

Italy IT31 Trentino-Alto Adige Bolzano

Italy IT32 Veneto Venezia

Italy IT33 Friuli-Venezia Giulia Triesta

Italy IT40 Emilia-Romagna Bologna

Italy IT51 Toscana Firenze

Italy IT52 Umbria Perugia

Italy IT53 Marche Ancona

Italy IT60 Lazio Roma

Italy IT71 Abruzzo Pescara

Italy IT72 Molise Campobasso

Italy T80 Campania Napoli

Italy IT91 Puglia Bari

Italy IT92 Basilicata Potenza

Italy IT93 Calabria Reggio

Italy ITA Sicilia Palermo

Italy ITB Sardegna Cagliari
Liechtenstein LIoO Liechtenstein Liechtenstein
Lithuania LTOO Lietuva Vilniaus
Luxembourg LUOO | Luxembourg (Grand-Duché) Luxembourg
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Latvia LV0O Latvija Riga

Malta MAOO | Malta Malta
Netherlands NL11 | Groningen Groningen
Netherlands NL12 | Friesland Leeuwarden
Netherlands NL13 | Drenthe Emmen
Netherlands NL21 | Overijssel Enschede
Netherlands NL22 | Gelderland Apeldoorn
Netherlands NL23 | Flevoland Lelystad
Netherlands NL31 | Utrecht Utrecht
Netherlands NL32 | Noord-Holland Amsterdam
Netherlands NL33 | Zuid-Holland Rotterdam
Netherlands NL34 | Zeeland Middelburg
Netherlands NL41 | Noord-Brabant Eindhoven
Netherlands NL42 | Limburg (NL) Maastricht
Norway NOO1 | Oslo og Akershus Oslo

Norway NOO02 | Hedmark og Oppland Lillehammer
Norway NOO03 | Sgr-@stlandet Skien

Norway NOO0O4 | Agder og Rogaland Stavanger
Norway NOO5 | Vestlandet Bergen
Norway NOO6 | Trendelag Trondheim
Norway NOO7 | Nord-Norge Tromso
Poland PLO1 | Dolnoslaskie M. Wroclaw
Poland PLO2 | Kujawsko-Pomorskie Torunsko-wloclawski
Poland PLO3 | Lubelskie Lubelski
Poland PLO4 | Lubuskie Zielonogorski
Poland PLO5 | Lodzkie M. Lodz

Poland PLO6 | Malopolskie M. Krakow
Poland PLO7 | Mazowieckie M. Warszawa
Poland PLO8 | Opolskie Opolski

Poland PLO9 | Podkarpackie Rzeszowsko-tarnobrzesk
Poland PLOA | Podlaskie Lomzynski
Poland PLOB | Pomorskie Gdansk-Gdynia-Sopot
Poland PLOC | Slaskie Centralny slaski
Poland PLOD | Swietokrzyskie Swietokrzyski
Poland PLOE | Warminsko-Mazurskie Elblaski

305




XI. Appendices

Poland PLOF | Wielkopolskie M. Poznan
Poland PLOG | Zachodniopomorskie Szczecinski
Portugal PT11 | Norte Porto

Portugal PT12 | Centro (P) Coimbra
Portugal PT13 | Lisboa E Vale do Tejo Lisboa
Portugal PT14 | Alentejo Evora

Portugal PT15 | Algarve Faro

Romania ROO01 | Nord-Est lasi

Romania RO02 | Sud-Est Galati

Romania RO03 | Sud Prahova
Romania RO04 | Sud-Vest Dolj

Romania ROO05 | Vest Timis

Romania RO06 | Nord-Vest Cluj

Romania ROO07 | Centru Brasov
Romania ROO08 | Bucuresti Bucuresti
Sweden SEO1 | Stockholm Stockholm
Sweden SE02 | Ostra Mellansverige Uppsala
Sweden SE04 | Sydsverige Malmo
Sweden SE06 | Norra Mellansverige Gavle
Sweden SEOQO7 | Mellersta Norrland Sundsvall
Sweden SE08 | Ovre Norrland Umea
Sweden SE09 | Smaland med 6arna Jonkoping
Sweden SEOA | Vastsverige Goteborg
Slovenia SI00 Slovenija Ljubljana
Slovak Republic | SKO1 | Bratislavsky kraj Bratislavsky kraj
Slovak Republic | SK02 | Zapadne Slovensko Trenciansky kraj
Slovak Republic | SKO03 | Stredne Slovensko Zilinsky kraj
Slovak Republic | SK04 | Vychodne Slovensko Kosicky kraj
United Kingdom | UKC1 | Tees Valley & Durham Middlesborough
United Kingdom | UKC2 | Northumberland and Tyne & Wear Newcastle upon Tyne
United Kingdom | UKD1 | Cumbria Carlisle

United Kingdom | UKD2 | Cheshire Warrington
United Kingdom | UKD3 | Greater Manchester Manchester
United Kingdom | UKD4 | Lancashire Blackpool
United Kingdom | UKD5 | Merseyside Liverpool
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United Kingdom | UKE1l | East Riding and North Lincolnshire Kingston uponiHu
United Kingdom | UKE2 | North Yorkshire Harrogate
United Kingdom | UKE3 | South Yorkshire Sheffield

United Kingdom | UKE4 | West Yorkshire Leeds

United Kingdom | UKF1 | Derbyshire and Nottinghamshire Nottingham
United Kingdom | UKF2 | Leicestershire, Rutland, Northamptonshire Leicester
United Kingdom | UKF3 | Lincolnshire Lincoln

United Kingdom | UKG1 | Herefordshire, Worcestershire, Warwickshine  Warwick
United Kingdom | UKG2 | Shropshire and Staffordshire Newcastle-under-Lyne
United Kingdom | UKG3 | West Midlands Birmingham
United Kingdom | UKH1 | East Anglia Cambridge
United Kingdom | UKH2 | Bedfordshire and Hertfordshire Luton

United Kingdom | UKH3 | Essex Southend-on-Sea
United Kingdom | UKI1 Inner London London

United Kingdom | UKI2 Outer London London

United Kingdom | UKJ1 | Berkshire, Buckinghamshire, Oxfordshire Reading
United Kingdom | UKJ2 | Surrey, East and West Sussex Brighton
United Kingdom | UKJ3 | Hampshire and Isle of Wight Southampton
United Kingdom | UKJ4 | Kent Maidstone

United Kingdom | UKK1 | Gloucestershire, Wiltshire, North Somerset Bristol

United Kingdom | UKK2 | Dorset and Somerset Bournemouth
United Kingdom | UKK3 | Cornwall and Isles of Scilly Newquay
United Kingdom | UKK4 | Devon Plymouth

United Kingdom | UKL1 | West Wales and The Valleys Cardiff

United Kingdom | UKL2 | East Wales Wrexham
United Kingdom | UKM1 | North Eastern Scotland Aberdeen
United Kingdom | UKM2 | Eastern Scotland Edinburgh
United Kingdom | UKM3 | South Western Scotland Glasgow
United Kingdom | UKM4 | Highlands and Islands Inverness
United Kingdom | UKNO | Northern Ireland Belfast
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Appendix C: Peripherality index and population dengty

Code |NUTS Il region Centroid Index | Density
IS00 | island Rekyavik 40 3
cYy Kypros / Kibris Kypros 349 81
NOO7 | Nord-Norge Tromso 256 4
GR42 | Notio Aigaio Ermoupolis 236 56
GRA43 | Kriti Iraklion 233 71
GR41 | Voreio Aigaio Mytilini 227 53
FI15 Pohjois-Suomi Oulu 220 5
FI13 |Ita-Suomi Kuopio 202 10
Fl14 | Vali-Suomi Jyvaskyla 199 31
SE08 | Ovre Norrland Umea 199 3
NOO06 | Tregndelag Trondheim 188 10
Fl17 Etela-Suomi Tampere 185 35
GR22 | lonia Nisia Kerkyra 180 91
NOO5 | Vestlandet Bergen 180 17
FI16 Uusimaa Helsinki 176 204
MA Malta Malta 176 1,234
GR25 | Peloponnisos Tripolis 174 39
SEO7 | Mellersta Norrland Sundsvalll 173 5
FI20 |Aland Maarianhamina 170 17
GR23 | Dytiki Ellada Patrai 169 64
GR30 | Attiki Athinai 168 1,022
GR24 | Sterea Ellada Lamia 163 36
GR21 | Ipeiros loannina 161 36
EE Eesti Tallinn 158 30
GR11 | Anatoliki Makedonia, Thraki Kavala 158 42
PT15 | Algarve Faro 154 28
GR14 | Thessalia Larissa 1538 53
NOO2 | Hedmark og Oppland Lillehammer 150 7
ROO02 | Sud-Est Galati 148 82
GR12 | Kentriki Makedonia Thessaloniki 147 100
GR13 | Dytiki Makedonia Kozani 147 31
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PT13 | Lisboa E Vale do Tejo Lisboa 146 101
PT14 | Alentejo Evora 146 216
SEO1 | Stockholm Stockholm 145 279
SE06 | Norra Mellansverige Gavle 144 13
ITA Sicilia Palermo 143 198
BG2 Central Plovidiv 142 333
IEOL Border, Midland & Western Galway 142 30
BG3 |South Sofia 14( 333
ES61 | Andalucia Sevilla 140 83
UKM4 |Highlands and Islands Inverness 140 9
LV Latvija Riga 139 37
NOO1 | Oslo og Akershus Oslo 139 195
NOO03 | Sgr-@stlandet Skien 139 25
ES53 | llles Balears Palma de Mallorca 138 158
ITB Sardegna Cagliari 138 68
ROO01 | Nord-Est lasi 138 104
RO03 | Sud Prahova 137 101
ROO08 | Bucuresti Bucuresti 13y 1252
UKN  [Northern Ireland Belfast 137 119
NOO4 | Agder og Rogaland Stavanger 136 26
PT11 | Norte Porto 136 171
SE02 | Ostra Mellansverige Uppsala 136 39
PT12 | Centro (P) Coimbra 1385 76
ES11 | Galicia Santiago 134 92
IEO2 | Southern and Eastern Dublin 134 75
ES43 | Extremadura Mérida 132 26
BG1 North Varna 131 333
UKM1 |North Eastern Scotland Aberdeen 128 69
LT Lietuva Vilniaus 127 57
ROO07 | Centru Brasov 127 78
RO04 | Sud-Vest Dolj 126 82
SE09 | Smaland med 6arna Jonkoping 123 24
ES42 | Castilla-La Mancha Toledo 120 22
ES12 | Principado de Asturias Oviedo 118 100
ES62 | Regién de Murcia Murcia 117 99
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IT93 |Calabria Reggio 117 136
UKM2 |Eastern Scotland Edinburgh 117 106
ES30 | Comunidad de Madrid Madrid 115 644
UKM3 |South Western Scotland Glasgow 115 176
ES41 | Castillay Leon Valladolid 113 26
ROO06 | Nord-Vest Cluj 112 83
SEOA | Vastsverige Goteborg 112 60
ES52 | Comunidad Valenciana Valencia 110 173
FR83 | Corse Ajaccio 110 30
PLOA |Podlaskie Lomzynski 109 61
UKD1 |Cumbria Carlisle 108 72
ROO05 | Vest Timis 107 64
ES13 | Cantabria Santander 106 99
IT91 |Puglia Bari 104 211
PLO3 | Lubelskie Lubelski 104 89
SE04 | Sydsverige Malmo 104 91
UKC2 |Northumberland and Tyne & Wear Newcastle upgne 104 249
UKK3 |Cornwall and Isles of Scilly Newquay 104 140
IT92 |Basilicata Potenza 103 61
PLOB |Pomorskie Gdansk-Gdynia-Sopot 102 120
UKC1 |Tees Valley & Durham Middlesborough 102 373
ES23 | La Rioja Logrono 101 53
ES24 | Aragon Zaragoza 101 25
UKD4 |Lancashire Blackpool 100 460
PLO9 | Podkarpackie Rzeszowsko-tarnobrzeski 99 119
PLOE | Warminsko-Mazurskie Elblaski 09 61
UKD5 |Merseyside Liverpool 99 2,087
IT72 |Molise Campobasso 98 74
IT8O |Campania Napoli 98 425
UKD2 |Cheshire Warrington 98 421
UKD3 |Greater Manchester Manchester 981,934
UKE2 |North Yorkshire Harrogate D8 90
PLO7 | Mazowieckie M. Warszawa 07 142
UKL1 |West Wales and The Valleys Cardiff 97 141
UKE1 |East Riding and North Lincolnshire KingstoronpHull 96 237
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UKE4 |West Yorkshire Leeds 06 1,018
UKK4 |Devon Plymouth 96 160
ES21 | Pais Vasco Bilbao 95 284
ES22 | Comunidad Foral de Navarra Pamplona 95 52
PLOD | Swietokrzyskie Swietokrzyski 05 113
SKO04 | Vychodne Slovensko Kosicky kraj 95 99
UKL2 |East Wales Wrexham 05 137
ES51 | Catalufia Barcelona 94 193
HUO06 | Eszak-Alfold Szabolcs-Szatmar-Bereg 94 86
PLO2 | Kujawsko-Pomorskie Torunsko-wloclawski 94 117
UKE3 |South Yorkshire Sheffield 94 812
UKG2 |Shropshire and Staffordshire Newcastle-undgrel 93 239
DK Danmark Kgbenhavn 9 124
PLO5 |Lodzkie M. Lodz 92 145
UKF1 |Derbyshire and Nottinghamshire Nottingham 92 412
UKF3 [Lincolnshire Lincoln 92 108
UKK2 |Dorset and Somerset Bournemouth 92 194
PLO6 | Malopolskie M. Krakow 91 213
HUO04 | Del-Dunantul Baranya D0 69
HUO5 | Eszak-Magyarorszag Borsod-Abauj-Zemplen 90 94
UKG1 |Herefordshire, Worcestershire and Warwickshiéarwick 9( 206
UKG3 |West Midlands Birmingham 90 2,848
UKK1 |Gloucestershire, Wiltshire and North SomerseBristol 90 284
HUO7 | Del-Alfold Csongrad 89 73
IT60 |Lazio Roma 89 307
IT71 |Abruzzo Pescara 89 119
FR52 | Bretagne Brest 88§ 108
UKF2 |Leicestershire, Rutland and Northamptonshire eicéster 88 314
PLOC | Slaskie Centralny slaski 87 395
CZ08 | Moravskoslezsko Moravskoslezsky 86 231
UKH1 |East Anglia Cambridge 36 173
UKJ3 |Hampshire and Isle of Wight Southampton 86 424
IT52 |Umbria Perugia 85 99
IT53 |Marche Ancona 85 151
PLO8 | Opolskie Opolski 85 115
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PLOF | Wielkopolskie M. Poznan 85 113
SKO03 | Stredne Slovensko Zilinsky kraj 85 84
FR61 | Aquitaine Bordeaux 84 71
FR62 | Midi-Pyrénées Toulouse 84 57
UKJ1 |Berkshire, Buckinghamshire and Oxfordshire Reg 84 364
HUO1 |Kozep-Magyarorszag Budapest 83 410
UKH2 |Bedfordshire and Hertfordshire Luton 83 554
HUO2 |Kozep-Dunantul Komarom-Esztergom 82 98
PLOG | Zachodniopomorskie Szczecinski 82 76
UKH3 |Essex Southend-on-Sea 32 438
UKJ2 | Surrey, East and West Sussex Brighton 82 467
Cz07 | Stredni Morava Olomoucky 81 136
PLO1 | Dolnoslaskie M. Wroclaw 81 149
PLO4 | Lubuskie Zielonogorski 81 73
UKI1 [Inner London London 81 8,494
UKI2 |Outer London London 81 3,469
FR53 | Poitou-Charentes Poitiers 80 64
FR82 | Provence-Alpes-Cobte d'Azur Marseille 80 145
FR63 | Limousin Limoges 79 42
IT51 |Toscana Firenze 79 154
SKO02 | Zapadne Slovensko Trenciansky kraj 79 125
CZ05 | Severovychod Kralovehradecky 78 120
FR51 | Pays de la Loire Nantes 78 101
FR81 | Languedoc-Roussillon Montpellier 78 85
HUO3 | Nyugat-Dunantul Gyor-Moson-Sopron 78 88
UKJ4 | Kent Maidstone 78 422
Cz06 |Jihovychod Jihomoravsky 77 119
FR25 | Basse-Normandie Caen 77 81
Sl Slovenija Ljubljana 77 98
DE8 Mecklenburg-Vorpommern Rostock %6 77
FR23 | Haute-Normandie Le Havre 76 145
DEF Schleswig-Holstein Kiel 75 176
IT13 |Liguria Genova 75 300
IT32 |Veneto Venezia 75 246
IT33 |Friuli-Venezia Giulia Triesta 75 151
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IT40 |Emilia-Romagna Bologna /5 181
SKO1 |Bratislavsky kraj Bratislavsky kraj 75 301
AT11 |Burgenland Eisenstadt 74 70
Cz02 | Stredni Cechy Stredocesky 74 101
FR72 | Auvergne Clermont-Ferrand 74 50
IT11 |Piemonte Torino 74 169
AT12 |Niedergsterreich St.Pdlten 73 80
AT22 |Steiermark Graz 73 73
Cz01 |Praha Praha 783 2,388
IT12 |Valle d'Aosta Aosta 1 37
IT31 |Trentino-Alto Adige Bolzano 13 69
AT13 |Wien Wien 72 3,876
AT21 |Karnten Klagenfurt 72 59
Cz03 |Jihozapad Plzensky 72 67
Cz04 | Severozapad Ustecky 72 131
DE4 Brandenburg Potsdam 72 88
FR24 | Centre Orleans 72 63
IT20 |Lombardia Milano 72 381
NL12 |Friesland Leeuwarden 72 187
DE3 Berlin Berlin 71 3,796
DE6 Hamburg Hamburg 71 2,264
NL11 |Groningen Groningen 71 241
CHO7 | Ticino Ticino 70 109
DE93 | Lineburg Luneburg 70 107
DED2 |Dresden Dresden 70 217
FR71 | Rhéne-Alpes Lyon 70 130
NL13 |Drenthe Emmen 70 178
NL23 |Flevoland Lelystad 10 227
NL32 |Noord-Holland Amsterdam 70 951
AT31 |Oberosterreich Linz 69 115
AT32 |Salzburg Salzburg 69 72
CHO1 |Région Iémanique Genéve 69 152
DES Bremen Bremen 69 1,636
DE94 |Weser-Ems Oldenburg 69 162
DEE3 | Magdeburg Magdeburg 69 103
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NL33 | Zuid-Holland Rotterdam 69 1,189
NL34 |Zeeland Middelburg 69 207
AT33 |Tirol Innsbruck 68 53
DED3 |Leipzig Leipzig 68 249
DEE1l |Dessau Dessau 68 128
NL21 |Overijssel Enschede 68 324
NL31 |Utrecht Utrecht 68 816
BE25 | Prov. West-Vlaanderen Brugge 67 360
CHO2 | Espace Mittelland Bern 67 167
CHO06 | Zentralschweiz Luzern 67 152
DE91 | Braunschweig Braunschweig 67 206
DE92 | Hannover Hannover 67 238
DED1 |Chemnitz Chemnitz 67 267
FR10 |lle de France Paris 67 916
FR22 | Picardie Amiens 67 96
FR26 | Bourgogne Dijon 67 51
LI Liechtenstein Liechtenstein 67 213
NL22 |Gelderland Apeldoorn 67 387
AT34 |Vorarlberg Dornbirn 66 134
BE23 | Prov. Oost-Vlaanderen Gent 66 457
BE24 | Prov. Vlaams-Brabant Leuven 66 483
BE32 | Prov. Hainaut Charleroi 66 338
CHO5 | Ostschweiz Schaffhausen 66 91
DE22 | Niederbayern Landshut 66 114
DEA4 |Detmold Bielefeld 66 315
DEE2 | Halle Halle 66 196
FR30 | Nord - Pas-de-Calais Lille 66 323
FR43 | Franche-Comté Besancon 66 69
NL41 |Noord-Brabant Eindhoven 66 480
BE10 | Région de Bruxelles Bruxelles 65 5,959
BE21 | Prov. Antwerpen Antwerpen 65 574
BE22 | Prov. Limburg (B) Hasselt 65 327
BE31 | Prov. Brabant Wallon Wavre 65 322
BE34 | Prov. Luxembourg (B) Arlon 65 56
BE35 | Prov. Namur Namur 65 121
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CHO3 | Nordwestschweiz Basel-Stadt 65 412
CHO04 | Zirich Zirich 65 722
DE21 | Oberbayern Minchen 65 231
DEA3 |Mdlnster Munster 65 378
DEG | Thiringen Erfurt 65 151
FR21 | Champagne-Ardenne Reims 65 52
NL42 |Limburg (NL) Maastricht 65 528
BE33 | Prov. Liege Liege 64 264
DE14 | Tubingen Tlbingen 64 198
DE23 | Oberpfalz Regensburg 64 111
DE24 | Oberfranken Bamberg 64 154
DE27 | Schwaben Augsburg 64 175
DE73 |Kassel Kassel 64 153
DEA1l |Dusseldorf Dusseldorf 64 994
DEA5 |Arnsberg Dortmund 64 476
DE11 | Stuttgart Stuttgart 63 372
DE13 | Freiburg Freiburg i.Br. 63 228
DE26 | Unterfranken Wiirzburg 63 156
DEA2 |KdlIn KoIn 63 580
DEB1 |Koblenz Koblenz 63 188
DEB2 | Trier Trier 63 104
FR41 | Lorraine Metz 63 98
DE12 |Karlsruhe Mannheim 62 387
DE25 | Mittelfranken Nurnberg 62 233
DE71 | Darmstadt Frankfurt am Main 62 501
DE72 | Giel3en Giessen 62 197
DEC | Saarland Saarbricken 62 416
FR42 | Alsace Strasbourg 62 212
LU Luxembourg (Grand-Duché) Luxembourg 62 169
DEB3 |Rheinhessen-Pfalz Mainz 61 292
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Appendix D: Airports in EPA’s

No | Code Airport IATA | TEN-T cat Use | Customs | IFR | Runway | Runway | Owner

1| ATa Salzburg SZG Community Ciy Yes Ygs Paved 2,74 | Independent
2| ATa Innsbruck INN Regional Civ| Yes Yes Paved 1,98 | Independent
3| CH Sion SIR Regional Civ| PTO Yes Paved 1,981 eprethdent
4| CH St Moritz SMV Regional Civ| PTO No Paved 1,798 | Independent
5| Cl Guernsey GClI Regional Ciy Yes Yegs Paved 1,463 National
6| CI Jersey JER Regional Ci Yes Yes Paved 1,706 atiohdl
71 Cl Alderney ACI Regional Civ| Yes Yes Paved 880 atibhal
8 | CY00 Larnaka LCA Community Civ| Yes Yes Paved 8,00 | National
9| CYO0O | Paphos PFO Community Ciy  Yes Yes Paved 2,700 National

10 | DE Friedrichshafen FDH Regional Ciy  Yes Yes Mave| 2,347 Independent

11 | DK0O0O7| Bornholm RNN Regional Civy O/R Yes Paved| 00D, National

12 | ES11 Santiago SCQ Community Civ  Yes Yes Paved 2003, National

13| ES11 A Coruna LCG Regional Ci No Yes Paved 1,94 | National

14 | ES11 Vigo VGO Regional Civy No Yes Paved 2,400| atidnhal

15| ES13 Santander SDR Regional Civ  Yes Yes Paved 4002, National

16 | ES24 Zaragoza ZAZ Regional Ciy  Yes Yes Paved 183,7 | National

17 | ES41 Valladolid VLL Regional Civ| Yes Yes Paved| ,0® National

18 | ES43 Badajoz BJZ Regional Ciy O/R Yes Paved @®,85| National

19 | ES53 Menorca MAH | Community CiMy Yes Yes Paved 5@,3 National

20 | ES53 Palma PMI International Ci Yes Yes Paved ,27G National

21 | ES53 Ibiza IBZ Community Civ| Yes Yes Paved 2,800| National

22 | ES61 Malaga AGP International Ciy Yes Yes Paved 3,200 National

23 | ES61 Sevilla SVQ Community Ciy Yes Ygs Paved 63,3 National

24 | ES61 Jerez XRY Regional Ci Yes Yes Paved 2,300 National

25| ES61 Granada GRX Regional Civ  Yes Yes Paved 02,90 National

26 | ES61 Gibraltar GIB Regional Mil  PTO Yes Paved| 829, National

27 | FI Véagar FAE Community Civ| O/R Yes Paved 1,250| National

28 | FI13 Kajaani KAJ Regional Civy O/R Yes Paved P,50 | National

29 | FI13 Kuopio KUO Regional Civ| OIR Yes Paved 2,800 National

30| FI13 Joensuu JOE Regional Civ  Yes Yes Paved 02,50( National

31| FI13 Savonlinna SVL Regional Ci Yes Yes Paved ,30@ National

32| FI13 Varkaus VRK Regional CiM Yes Yes Paved @,00 | National

33| FI13 Mikkeli MIK Regional Civ| No Yes| Paved 1,700 | Independent

34| Fl14 Tampere TMP Regional Ci Yes Yes Paved @,70 | National
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35| Fl14 Pori POR Regional Ciy O/R Yes Paved 2,000| National
36 | FI14 Jyvsaekylae Jyv Regional Ciy O/IR Yes Paved 602, National
37 | Fl14 Vaasa VAA Regional Civi Yes Yes Paved 2,500( National
38| Fl14 Seinaejoki SJY Regional Ci No Yes Paved 4,5 | Independent
39| FI15 Kruunupyy KOK Regional Civ] OIR Yes Paved| 509 National
40 | FI15 Kuusamo KAO Regional Ciy O/R Yes Paved @,50 | National
41 | FI15 Kemi-Tornio KEM Regional Civ| OIR Yes Paved| 2,500 National
42 | FI15 Oulu OuUL Community Civi O/R Yes Paved 2,500 | National
43 | FI15 lvalo IVL Regional Civ| Yes Yes Paved 2,500 | National
44 | FI15 Enontekioe ENF Regional Ci O/R Yes Paved ,00@ National
45 | FI15 Kittila KTT Regional Civ| No Yes| Paved 2,500 | National
46 | FI15 Rovaniemi RVN Regional Ciy OIR Yes Paved| 008, National
47 | FI20 Mariehamn MHQ | Regional Ciy Yes Ygs Paved| 90Q, National
48 | FR83 Calvi CLY Regional Civ| PTO Yes Paved 2,310| Independent
49 | FR83 Bastia BIA Regional CiM Yes Yes Paved 2,520| Independent
50 | FR83 Ajaccio AJA Community Civ| Yes Yes Paved 184 Independent
51 | FR83 Figari FSC Regional Ci O/R Ygs Paved 2,480 Independent
52 | FRa Pau PUF Regional Ci Yes Yes Paved 2,499 deplendent
53 | FRa Tarbes LDE Regional Ci PTO Yes Paved 2,987 Independent
54 | FRa Perpignan PGF Regional Civ  Yes Yes Paved 9924 | Independent
55| FRb Nimes FNI Regional CiM Yes Yes Paved 2,438| Independent
56 | FRb Rodez RDZzZ Regional Ci O/R Ygs Paved 2,012 Independent
57 | FRc Grenoble GNB Regional Ci PTO Yes Paved (8,08 | Independent
58 | GR11 Kavala KVA Regional Civ] O/R No Paved 3,000 | National
59 | GR11 | Alexandroupolis AXD Regional Ci Yes Yes véd 2,600 National
60 | GR13 Kastoria KSO Regional Ci No Ygs Paved @,63 | National
61 | GR13 Kozani KZI Regional Civ] No Yes Paved 1,830 | National
62 | GR14 | Skiathos JSlI Regional Civ. No Ye¢s Paved (1,61 | National
63 | GR21 loannina IOA Regional Ciy No Yes Paved 2,40 | National
64 | GR21 Preveza PVK Regional Mil  No Yes Paved 2,969 National
65 | GR22 Kerkira CFU Community CiM Yes Yes Paved 73,3 National
66 | GR22 Kefallinia EFL Regional Civi Yes Yes Paved| ,44D National
67 | GR22 | Zakinthos ZTH Regional Ci Yes Yes Paved 22@, National
68 | GR23 | Araxos GPA Regional Ci No Yes Paved 2,990 National
69 | GR24 | Skiros SKU Regional Ciy No Ng Paved 3,000| National
70 | GR24 | Kithira KIT Regional Civ| No Yes Paved 1,480 | National
71| GR25 Kalamata KLX Regional CiMy No No Paved 2,661 | National
72 | GR41 Limnos LXS Regional CivMy Yes Yes Paved 3,000| National
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73 | GR41 Mitilini MJIT Regional Civ| Yes Yes Paved P44 National

74 | GR41 Chios JKH Regional Civ No Yes Paved 1,500| National

75 | GR41 Samos SMI Regional Ci Yes Yeés Paved 2,100 National

76 | GR41 lkaria JIK Regional Civ] Yes No Paved 1,310| National

77 | GR42 | Kastelorizo KZS Regional Ci No Ng Paved| 979 National

78 | GR42 Rhodos RHO Community Ci Yes Ye¢s Paved (8,26 | National

79 | GR42 | Karpathos AOK Regional Ci No Yes Paved 0Q,1 National

80 | GR42 Kasos KSJ Regional Civ  No No Paved 980 ioNalt

81 | GR42 | Astypalaia JTY Regional Ci No Ng Paved 980 | National

82 | GR42 Leros LRS Regional Ci No Na Paved 1,015/ atiddal

83 | GR42 Kos KGS Community Civy O/IR Yes Paved 2,400| National

84 | GR42 Santorini JTR Regional Ci No Yes Paved 2@,1 National

85 | GR42 Milos MLO Regional Civ| No Yes Paved 800 tiblzal

86 | GR42 | Paros PAS Regional Civ  No Yés Paved 710 tiom

87 | GR42 Naxos JINX Regional Ci No Ng Paved 900 iadat

88 | GR42 | Mykonos JMK Regional Ciy No Yes Paved 1,900| National

89 | GR42 | Syros JSY Regional Ci No N Paved 1,080 atioNal

90 | GR43 | Sitia JSH Regional Ci No Ng Paved 730 iddat

91 | GR43 | Chania CHQ Community Mi Yes Yes Paved 3,60 | National

92 | IM Isle of Man IOM Regional Civ| OIR Yes Paved 737 National

93 | IEO1 Sligo SXL Regional Civ| O/R Yes Paved 1,200| Independent

94 | IEO1 Donegal CFN Regional Ci No Yes Paved 1,500, Independent

95 | IEO1 Galway GWY | Regional Civy O/R Yes Paved 1,350| Independent

96 | IEO1 Knock International NOC Regional Civ  Yes sYe Paved 2,300 Independern

97 | IEO2 Dublin DUB International Civ| Yes Yes Paved| 2,637 Independent

98 | IEO2 Waterford WAT | Regional Civy O/R Yes Paved| 43B Independent

99 | IEO2 Cork ORK Community Civ| Yes Yes Paved 2,134| Independent
100 | IEO2 Kerry KIR Regional Civi O/R Yes Paved 2,000 | Independent
101 | IEO2 Shannon SNN Community Civ  Yes Yes Paved 20, Independent
102 | 1S00 Isafjordur IFJ Regional Ci O/R Ygs Unghve 1,400 National
103 | 1S00 Keflavik KEF Community Civ| Yes Yes Paved| ,065 National
104 | 1S00 Reykjavik RKV Regional Civi Yes Yes Paved| ,82b National
105 | 1S00 Vestmannaeyjar VEY Regional Civ  No Yes &g | 1,205 National
106 | 1S00 Akureyri AEY Regional Civ| O/R Yes Paved| 940 National
107 | 1S00 Egilsstadir EGS Regional Civ  Yes Yes Paved 2,000 National
108 | 1S00 Hofn HFN Regional Civy O/R Yes Paved 1,228| National
109 | ITA Palermo PMO Community Ci O/R No Paved 842 | Independent
110 | ITA Catania CTA Community Civ| Yes Yes Paved 5P,5 Independent
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111 | ITB Olbia OLB Community Civ| PTO Yes Paved 2,445 | Independent
112 | ITB Alghero AHO Regional Civ| Yes Yes Paved B00 | Independent
113 | ITB Cagliari CAG Community Civ| PTO Yes Paved| 8@ Independent
114 | ITb Genoa GOA | Community Ciy Yes Ygs Paved 3,018 Independent
115 ITa Lamenzia SUF Regional Ci O/R Yes Paved 72,3 | Independent
116 | MAOO | Malta MLA | Community Civ| Yes Yeg Paved 3454 Independent
117 | NOO3 | Sandefjord TRF Regional Civ O/R Yes Paved 2,940 Independent
118 | NOO4 | Kristiansand KRS Regional Civ  O/IR Yes Mave| 1,990 National
119 | NOO4 | Stavanger SVG Community Civ  Yes Yes Paved 2,555 National
120 | NOO4 | Haugesund HAU Regional Civ  O/R Yes Paved ,724 National
121 | NOO5 | Stord SRP Regional Ciy O/IR Yes Paved 1,200 Independent
122 | NOO5 | Bergen BGO Community Ci Yes Yes Paved 02,9 | National
123 | NOO5 | Sogndal SOG Regional Civ. No Yes  Paved 943 | National

124 | NOO5 | Sandane SDN Regional Civ.  No Yes Paved 840 | National

125 | NOO5 | Floro FRO Regional Ciy No Yes Paved 860 atioval

126 | NOO5 | Forde FDE Regional Ci No Yegs Paved 940 atidNal

127 | NOO5 | Alesund AES Regional Ci O/R Yes Paved 12,3 National

128 | NOO5 Molde MOL Regional Civ] No Yes Paved 1,691 | National

129 | NOOQO5 | Kristiansund KSU Regional Ci O/R Yes Rhave | 1,840 National
130 | NOO6 Trondheim TRD Community Ci O/R Yas Paved| 2,762 National
131 | NOO6 | Rgros RRS Regional Civ  O/IR Yes  Paved 1,720 National

132 | NOO6 | Namsos osy Regional Civ. No Ye¢s Paved 838 | National

133 | NOO06 | Rarvik RVK Regional Civ] No Yes Paved 880 | National

134 | NOQ7 | Sandnesjgen SSJ Regional Civ. No es Pavedl,087 National
135 | NOO7 | Brgnnoysund BNN Regional Civ. No Ye¢s Paved 1,439 National
136 | NOO7 | MoiRana MQN| Regional Ci No Yes Paved| 184 National
137 | NOO7 | Mosjgen MJF Regional Ci No Yas Paved 880 | National

138 | NOO7 | Bodg BOO Community Ciy O/R Yegs Paved 2,992 National

139 | NOOQO7 | Harstad EVE Regional Ci O/R Yes Paved 12,8 | National
140 | NOOQ7 | Narvik NVK Regional Civ| O/R Yes Paved 884 National

141 | NOQ7 | Bardufoss BDU Regional Ci No Yes Paved 44Q, National
142 | NOO7 | Rost RET Regional Ci No Yes Paved 880 tioNal

143 | NOQ7 | Svolvaer SVJ Regional Civ  No Yes Paved 860 | National

144 | NOQ7 | Leknes LKN Regional CiMy No Yes Paved 878 | National

145 | NOQ7 | Stokmarknes SKN Regional Civ  No Yes Paved 870 National
146 | NOO7 | Andgya ANX Regional Mil|  No Yes Paved 2,468 | National

147 | NOQ7 | Tromsg TOS Community Ci O/R Yes Paved 92,3 | National
148 | NOO7 | Alta ALF Regional Civ| OIR Yes Paved 2,087 | National
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149 | NOO7 | Hasvik HAA Regional Civ| No Yes Unpaved 974 | National

150 | NOO7 | Hammerfest HFT Regional Civ No Yes Paved 82 8 National

151 | NOO7 Lakselv LKL Regional Mil| O/R Yes Paved n7 National

152 | NOO7 | Honningsvag HVG Regional Civ  No Yes Paved 879 National

153 | NOO7 | Mehamn MEH Regional Ci No Ygs Paved 853 | National

154 | NOQ7 | Berlevag BVG Regional Ci No Yes Paved 880 | National

155| NOO7 | Batsfjord BJF Regional Ci No Yes Paved 083 National

156 | NOOQO7 | Kirkenes KKN Regional Ci O/R Yes Paved| 890, National

157 | NOOQ7 | Vardg VAW | Regional Civy No Yes Paved 1,130| National

158 | NOO7 | Vadsg VDS Regional Ci No Yes Paved 800 atidNal

159 | NOO7 Svalbard LRY Regional Ci No Ygs Paved 42,1 National

160 | PT15 Faro FAO International Ci Yes Yes Paved ,49Q@ National

161 | SEO02 Vaesteras VST Regional Civ  O/R Yes Paved 5012, Independent
162 | SEO02 Orebro ORB Regional Ciy PTO Yes Paved 2,30| Independent
163 | SE02 Norrkdping NRK Regional Ci O/R Ygs Paved| 2,203 National
164 | SEO02 Linkdping LDK Regional Civy O/IR Yes Paved| ,99D Independent
165 | SEO02 Borlange BLE Regional Ci PTO Ye¢s Paved 312, Independent
166 | SEO4 Malmo MMX | Community Civ| Yes Yes Paved D,80 | National

167 | SE04 Ronneby RNB Regional Civ  O/IR Yes  Paved 42,3 | National
168 | SE04 Angelholm AGH Regional Ci O/R Yes Paved ,997 National

169 | SE04 Kristianstad KID Regional Ci PTO Yes Rhave | 2,195 Independent|
170 | SE06 Soderhamn SO0 Regional v O/R Yes Paved ,5242 Independent
171 | SE06 Mora MXX | Regional Civ| Yes Yes Paved 1,814| Independent
172 | SE06 Karlstad KSD Regional Ci Yes Ye¢s Paved 51, National

173 | SE06 Gavle GVK Regional Ciy O/R Yes Paved 2,000 Independent
174 | SE06 Pajala PJA Regional Civ  O/IR Yes Paved 21,40| Independent
175 | SEO06 Torsby TYF Regional Ci O/R Ygs Paved 4,52 | Independent
176 | SEO7 Ornskoldsvik OER Regional Civ  O/IR Yes Have| 1,804 National
177 | SEO7 Kramfors KRF Regional Ci No Ygs Paved 02,0 Independent
178 | SEO7 Sundsvall SDL Regional Civ  PTO Yes Paved ,90QL National

179 | SEO7 Ostersund OsD Regional Civ  O/R Yles Paved ,3002 National

180 | SEO7 Sveg EVG Regional Ci No Yes Paved 1,350 Independent
181 | SE08 Arvidsjaur AJR Regional Ci No Ygs Paved| ,00Q Independent
182 | SE08 Hemavan HMV| Regional Ci O/R Yes Paved 0,3 | Independent
183 | SE08 Storuman SQO Regional Civ. No Yes Paved 832,2 | Independent
184 | SE08 Lycksele LYC Regional Ci No Yes Paved 52,5 Independent
185 | SEO08 Vilhelmina VHM | Regional Civy No Yes Paved| ,50R Independent
186 | SEO0S8 Skelleftea SFT Regional Civ. No Yes Paved ,800L National
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187 | SEO8 Umea UME Regional Ci O/R Yes Paved 2,000 National

188 | SE08 Kiruna KRN Regional Ciy O/R Yes Paved @,50 | National

189 | SEO08 Gallivare GEV Regional Ci No Yes Paved 714, Independent
190 | SEO08 Lulea LLA Community Civ] OIR Yes Paved 5,19 | National

191 | SEO09 Visby VBY Regional Civ| OIR Yes Paved 2,000| National

192 | SE09 Oskarshamn OSK Regional Civ  O/IR Yes Paved1,145 Independent
193 | SEO09 Hultsfred HLF Regional Ci No Ygs Paved| 945, Independent
194 | SE09 Kalmar KLR Regional Ciy PTO Yes Paved @,05 | National

195 | SEO09 Vaxjo VXO Regional Civy PTO Yes Paved 2,103| Independent
196 | SE09 Joénkdping JKG Regional Civ PTO Yes Paved ,202 National

197 | SEOA | Lidképing LDK Regional Civ] OIR Yes Paved| 1,990 Independent
198 | SEOA | Goteborg Ladvetter GOT Community Cjv  Yes esY Paved 3,299 National
199 | SEOA | Goteborg City GSE Community Civ  Yes Yes veda 1,920 Independent
200 | SEOA Halmstad HAD Regional Ci PTO Yes Paved 262, National

201 | SEOA | Trollhatten THN Regional Ciy O/R Yes Paved| 1,707 Independent
202 | UKK3 | Newquay NQY Regional Milf  O/R Yes Paved 487 Independent
203 | UKK3 | StMary's ISC Regional CiM O/R Yes Paved| 006 Independent
204 | UKM1 | Aberdeen ABZ Community Civ| Yes Yes Paved| ,829 Independent
205 | UKM4 | Islay LY Regional Civ| No No Paved 1,545 | Regional

206 | UKM4 | Tiree TRE Regional Civ| No No Paved 1,472 | Regional

207 | UKM4 | Barra BRR Regional Civy No No Unpaved 1,500| Regional

208 | UKM4 | Benbecula BEB Regional Ci No Yegs Paved| 656, Regional
209 | UKM4 | Stornoway SYY Regional Ci O/R Yes Paved| ,20D Regional
210 | UKM4 | Kirkwall KOl Regional Civ| O/R Yes| Paved 482 Regional
211 | UKM4 | Sumburgh LSI Regional Ciy O/R Yes Paved| 426, Regional
212 | UKM4 | Campbeltown CAL Regional CiMy No No Paved | ,895 Regional
213 | UKM4 | Inverness INV Regional Ciy O/R Yes Paved| ,88Y Regional
214 | UKM4 | Wick wiIC Regional Civ| O/R Yeg Paved 1,825 | Regional

215 | UKN Belfast International| BFS Community Civ RO/ Yes | Paved 2,777 Independent
216 | UKN Belfast City BHD Regional Civ| O/R Yes Paved| 1,829 Independent
217 | UKN City of Derry LDY Regional Civ| O/R Yes Pale 1,852 Independent|
Key:

Use: Civ = civilian; Mil = military.

Customs: PTO = part-time only; O/R = on request.

IFR = Instrument Flight Rules.
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Appendix E: Draft surveys for consultation

E1. Draft survey for consultation round 1

Cranfield "
UNIVERSITY . R A ] :::

Centre for Air Transport ] = j', . N
in Remoter Regions = e, VT metropolltan Te e

university o ®

SURVEY ON AIRPORT MARKET ORIENTATION

August 2005
Dear Sir/Madam

This survey forms part of a project being conducedhe market orientation of airports in Europesoter
regions, the focus of which is on passenger sesvitiee survey is for academic purposes and theniraftion that
you provide will be treated in strict confidencEhe survey has been sent to 217 airports in 1&reifit countries.
Responses from individual airports will not be itiiged in any analysis.

The survey should take no more than 10 minutesnptete. It is recommended that the survey is detag by
the Airport Manager or a senior member of staff whesponsible for marketing-related activitieyaar airport.

The survey can be completed by computer and sehktdsaan attachment, by email. Alternatively,ghevey can
be printed out, completed by hand and sent bagiobyor by fax. Contact details are provided atttbttom of
this page.

The survey should be returnby 25" September 2005

If you have problems completing the survey, or widide any help, then please call Nigel at Londoetidpolitan
University on +44 (0)20 7320 1543 or send an e-toailhalpern@Ilondonmet.ac.uk

Yours sincerely
Nigel Halpern
Principal Lecturer, Aviation Management

Nigel Halpern, Centre for Civil Aviation, London Mepolitan University, 84 Moorgate, London EC2M 6Fpgland.
Tel: +44 (0)20 7320 1543. Fax: +44 (0)20 7320 14B/ail:n.halpern@londonmet.ac.uk
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UNLESS OTHERWISE DIRECTED, PLACE AN X’ IN ONE BOX FOR EACH STATEMENT

| A. GENERAL INFORMATION
1. AIRPORT NAME

Please STATE the name of your airport.

If you work for a company that manages severaloaigp please indicate which one airport you aretrfasiliar with and answer
all questions with reference tois airport .

2. YOUR JOB
Please place an ‘X’ in the box of the ONE categhat best describes your job at the airport/airporhpany.

Senior Management (with a background mainly in apens or engineering)

Senior Management (with a background mainly in retinig or commercial activities)

Senior Management (with a background mainly indivé service, military or transport policy)
Operations / engineering

Marketing / commercial

Public affairs / government relations / policy &aphing
Other (please specify):

3. AIRPORT TRAFFIC

; ; ; Strongly Tend to Tend to Strongly Don't
My airport is focused on developing..... agree agree Neitherdisagree disagree know

Subsidised ‘lifeline’ services for the local comnityre.g. public service obligation
Business linkages that improve access to domestigefiseas customers & markgts
International services that facilitate inbound &bmtbound tourism

(%)

| B. MARKET ORIENTATION

4. GATHERING MARKET INTELLIGENCE ,
. . Strongly Tend to Tend to Strongly Don’t
My airport periodically..... agree agree Neitherdisagree disagree know

Conducts ‘in-house’ market research on its catctiraea & potential demand
Surveys passengers to assess product & servicigyqual

Meets with airlines & trade e.g. tour operatorgliscuss their needs & preferencgs
Gathers intelligence on competing airports or madfésansport

Monitors the likely effect of changes in the busimenvironment e.g. regulations
travel trends & the economy on its customers

5. SHARING MARKET INTELLIGENCE

. o Strongly Tend to Tend to Strongly Don't
At my airport, it is normal that..... agree agree Neither disagree disagree know

We hold interdepatmental meetings to discuss marketls & developments
We publish & circulate the findings of passengewsys to all staff

We hold interdepartmental meetings to discuss ousts & their needs

Staff spend time talking ‘informally’ about custorae their needs

Comments made by customers to airport workers aseqa on to management
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6. RESPONDING TO MARKET INTELLIGENCE

: Strongly Tend to Tend to Strongly Don't
My airport tends to...... agree agree Neither disagree disagree know
Use market research to target specific airlinesafle
Respond quickly to changes in passenger preferences
Alter services & facilities to reflect the needgp&eferences of airlines & trade
Be quick at targeting opportunities to gain contpetiadvantage
Adopt interdepartmental strategies to respondecctianging business environment
| C. THE AIRPORT ENVIRONMENT
7. MARKET TURBULENCE Stonaly Tendt Tend to Stronalv Dont
; rongly Tend to end to Strongly Don’
At my airport...... agree agree Neither disagree disagree know
Airlines often change or cancel routes or frequantyan annual basis
Airlines are very sensitive to changes in price aigort user charges
We cater to the same airlines & trade partnersweatised to in the past
Changes in travel trends & behaviour frequentlgetfinnual passenger numberg
8. COMPETITIVE ENVIRONMENT i
My airport Strongly Tend to _ T_end to S_trongly Don't
y airport....... agree agree Neitherdisagree disagree know
Competes fiercely with a neighbouring airport/modléansport for passengers
Competes fiercely with other airports/modes of gt for inbound traffic
Feels that the development of other airports oresaif transport pose a real threjt
Will loose traffic to competitors if it fails to safy its airlines or trade partners
9. PRICE REGULATION
At my airport, regulations mean that..... Strongly Tend to Tend to Strongly Don't
agree agree Neitherdisagree disagree know
Airport user charges are set by an independenbétytke.g. Government or CAA
Payments must be made to airlines if service stalstiguality fall below a set leve
10. MARKET CHARACTERISTICS
In relation to my airport Strongly Tend to Tend to Strongly Don't
""" agree agree Neither disagree disagree know
The catchment area & potential demand offers diganit opportunities for growth
The market for air services in our region is graywapidly e.g. over 5% per year
11. AIRPORT INFRASTRUCTURE i
My airport Strongly Tend to ‘ T_end to S_trongly Don't
y airport...... agree agree Neither disagree disagree know

Is operating at full capacity & cannot handle mpassenger traffic

Can't attract certain types of aircraft e.g. beeanfsrunway limitations

Is constrained by environmental considerationsrege & operating limits

Is constrained by operational conditions e.g. fesadverse weather

Finds it difficult to raise money for infrastrucuimprovements

Relies mainly on public money to finance infrastane developments
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| D. THE AIRPORT ORGANISATION

12. MANAGEMENT & ORGANISATIONAL CULTURE

Managers at my airport Strongly Tend to Tend to Strongly Don't
agree agree Neitherdisagree disagree know

Often tell staff that airport survival depends aapting to market trends

Often tell staff that customers are the most inguarthing to the airport

Strongly believe that financial risks are worthitekfor higher rewards

Frequently encourage new and innovative strategresying some may fail

Feel that they are free to make most of the busidesisions relating to the airpoit

Feel that national or local government makes mawysibns on the airports behalf

13. HUMAN & FINANCIAL RESOURCES

At my airport..... Strongly Tend to Tend to Strongly Don't
agree agree Neitherdisagree disagree know

The payment or promotion of managers is linkedgerational or financial targets

We have enough staff with a deep knowledge & expes in marketing

Our management is mainly customer (as opposeddratipns) orientated

Market research is considered to be an extremglgresive exercise

We are not spending enough on marketing

14. PARTNERSHIPS & SUPPORT
At my airport _____ Strongly Tend to Tend to Strongly Don't
agree agree Neither disagree disagree know

Route development is strongly supported by publigri&ate stakeholders

Strong working relationships are maintained withlpu& private stakeholders

Government &/or regional development agencies heigd new or existing routes

Social & ethical responsibilities often stop goasianercial decisions being made

Business decisions are based mainly on commegrsalgposed to public service
considerations

| E. ARPORT PERFORMANCE

15. AIRPORT PERFORMANCE
How do you feel your airport performed last yearétation to similar &/or

. . Much No Much Don't
competing airports?

better Better differen Worse worse know

Number of successful new passenger services

Retention of existing passenger services

Market share

Pre-tax profit (or loss) before subsidy

THANK YOU FOR COMPLETING THE SURVEY
Please return the survey as an email attachment day post or fax to:
Nigel Halpern, Centre for Civil Aviation, London Mepolitan University, 84 Moorgate, London EC2M 63nhgland.
Tel: +44 (0)20 7320 1543. Fax: +44 (0)20 7320 14Bmail:n.halpern@londonmet.ac.uk
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E2. Draft survey for consultation round 2

Cranfield w - st

UNIVERSITY

N e ®
T v % LONDON 322
entre for Air Transpo e e ; .
in Remoter Regions = ' ; = metropolltan e ‘e

university o ®

SURVEY ON AIRPORT MARKET ORIENTATION

September 2005
Dear Sir/Madam

This survey forms part of a project being conductedhe market orientation of airports in Europesoter
regions, the focus of which is on airline passesgevices. The survey has been sent to 217 ainmot{s
different countries. Responses from individugbpaits will not be identified in any analysis.

The survey should take no more than 5 minutesnaptete. It is recommended that the survey is cetedl by
the Airport Manager or a senior member of staff wdesponsible for marketing-related activitieyair
airport.

The survey can be completed by computer and sektdsaan email attachment. Alternatively, the syrwan be
printed, completed by hand and sent back by pdfstxor Contact details are provided at the bottdittis page.

The survey should be returnby 25" October 2005

If you have problems completing the survey, or widike any help, then please call Nigel at London
Metropolitan University on +44 (0)20 7320 1543 end an e-mail ta.halpern@londonmet.ac.uk

Yours sincerely
Nigel Halpern
Principal Lecturer, Aviation Management

Nigel Halpern, Centre for Civil Aviation, London Mepolitan University, 84 Moorgate, London EC2M 6¥pgland.
Tel: +44 (0)20 7320 1543. Fax: +44 (0)20 7320 14E/mail:n.halpern@londonmet.ac.uk
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| A. GENERAL AIRPORT INFORMATION

1. AIRPORT NAME

State the name of your airport.

If you work for a company that manages severaloaisp please indicate which one airport you aretrfaosiliar with and
answer all questions with referenceth airport.

2. AIRPORT PASSENGER SERVICES
Which of the following types of passenger servicgaur airport most focused on developing? Plac&ain one box.

Subsidised ‘lifeline’ services for the local comnityre.g. Public Service Obligations (PSQO’s)
Scheduled services operated by ‘full-service’ easrie.g. traditional mainline or regional carrjers
Scheduled services operated by ‘low-cost’ carriers

Charter services that facilitate inbound or outtibtourism

3. AIRPORT STRATEGY
Has your airport at any time over the last 3 ydaen trying to do any of the following? Place #hih one box for each
statement.

Yes No  Don’t know

Attract new routes

Grow existing routes
Retain existing routes

FOR THE REMAINDER OF THIS SURVEY, PLACE AN ‘X’ IN O NE BOX FOR EACH STATEMENT
Please note that the term ‘airline’ applies to airines &/or trade customers such as tour operators

| B. THE AIRPORT ENVIRONMENT

4. MARKET TURBULENCE & COMPETITIVE INTENSITY

At my airport Strongly Tend to Tend to Strongly Don't

agree agree Neitherdisagree disagree know

Airlines often change or cancel routes or frequesrtyan annual basis

Airlines are very sensitive to changes in pricg.(en airport user charges)

We cater to the same airlines as we did 3 years ago

We compete fiercely with other airports for airkne

We will lose out to competitors if we fail to sdgiour airlines

5. DEMAND & SUPPLY

At my airport Strongly Tend to Tend to Strongly Don't

agree agree Neitherdisagree disagree know

Potential demand offers significant opportunitiesdgrowth in our region

The market for air services in our region grew daplast year (e.g. by over 5%

Future growth is constrained by infrastructure .(eugway/terminal limitations)

Future growth is constrained by operating condgifag. operating limits or
frequent adverse weather)
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| C. AIRPORT MARKET ORIENTATION

6. GATHERING MARKET INTELLIGENCE

. Strongly Tend to Tend to Strongly Don't
At my airport..... aly gly

agree agree Neitherdisagree disagree know

We meet airlines at least annually to discuss flaéilre needs

We conduct a lot of ‘in-house’ market research

We are slow to identify changes in the prefereméesir airlines

We are slow to identify major changes in our induét.g. technology)

We regularly monitor the likely effect of changeghe business environment
(e.g. travel trends & the economy) on our airlines

7. SHARING MARKET INTELLIGENCE
. Strongly Tend to Tend to Strongly Don't
At my airport

""" agree agree Neither disagree disagree know

We have interdepartmental meetings at least 4 tamgsar to discuss market
trends & developments

Marketing (or senior) staff spend time discusshng future needs of our airlineg
with staff in other departments

Staff at all levels are quick to find out when sdiirey important happens to on
of our major airlines

1%

When one department identifies an important chamgiee business
environment, it is slow to alert other departments

8. RESPONDING TO MARKET INTELLIGENCE ‘
At my airport Strongly Tend to _ Tend to Syrongly Don’t
""" agree agree Neitherdisagree disagree know

We review service standards at least annually soirenthat they are in line with
what our airlines expect

Several departments get together at least 4 tinyearato plan a response to
changes taking place in our business environment

Even if we came up with a great marketing planweeld probably be slow to
implement it

When we find out that our airlines would like ustiodify an aspect of our
service or facilities, we make a determined effordo so

For one reason or another, we tend to ignore clsing&e needs of our airlineg

The activities of different departments at thipait are well co-ordinated

We would respond quickly if a competitor targeted @f our airlines
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| D. AIRPORT MARKETING INNOVATIONS

9. AIRPORT MARKETING INNOVATIONS Toa  To
To what extent has your airport developed new waysarket itself to airlines over the last geat  some Very Notat Don't
3 years in terms of..... extent extent little all know

Modifying facilities or services (e.g. to reducestor improve efficiency, access, or
flexibility for airlines)

Promoting a recognised airport brand (e.g. a dittia name, logo, design or symbol)

Targeting airlines for new routes (directly or ahibitions such as ‘Routes’)

Providing and presenting airlines with market resledo prove market potential

Lobbying government to remove regulatory obstadeg. ban on night flights)

Using strategic marketing partnerships (e.g. coltations with local business or tourism)

Offering flexibility on pricing (e.g. discounts grcentives)

Developing joint advertising or promotional campeade.g. offering marketing support)

Providing travel planning support to passengeis farough an airport website)

Improving management processes (e.g. by appoiatingmber of staff to act as a point
of contact and provide assistance to new or exparaiilines)

| E. ARPORT PERFORMANCE

10. AIRPORT PERFORMANCE
How do you feel your airport has performed overltst 3 years compared to

L . . . Much No Much  Don't
similar or competing airports in terms of.....

better Better different Worse worse know

The number of successful new routes

The growth of existing routes

The retention of existing routes

THANK YOU FOR COMPLETING THE SURVEY
Please return the survey as an email attachment day post or fax to:
Nigel Halpern, Centre for Civil Aviation, London Mepolitan University, 84 Moorgate, London EC2M 63ngland.
Tel: +44 (0)20 7320 1543. Fax: +44 (0)20 7320 14B/mail:n.halpern@londonmet.ac.uk
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Appendix F: Comments from the survey consultation &pilot survey

F1. Comments from consultation round 1

Comments

A few suggestions (mostly cosmetic) to your survey.

| think it looks good, assuming that you have daretest of the propositions you included.

One question | have is about the construct measydidose propositions in D. 12 (Management &
Organizational Culture). It appears that thosepsiions are tapping on a few different aspects of

organizational culture. | am just curious. (Notganizational culture is difficult to pin down.).

Good luck.

Overall, | thought that the questionnaire lookeasmable — the questions themselves seem to mage se

and are clearly grounded in much of the existirsgagch in this area.

| haven't got the original Kohli and Jaworski MCaseto hand but you've clearly used a shortenesioer—
this isn’t an issue per se, but when it comes ¢aliesis and subsequent publication, you might tee&dnk
carefully about how to justify this. | know lengtha consideration but you might want to think atbo

arguments surrounding proposition redundancy pefhap

Five point scales are reasonably standard — mamdjest start off with 7 point scales and then finalt t
piloting pushes them towards 5 point scales becasg®ndents are more comfortable. | guess that thi

again, is an issue to think through.

In terms of specifics, | have the following thougsht

* Questions 6(a) and (c) refer to airlines and tratlavonder whether it makes sense to group the twi
together — is it possible that the airports migtsfpond to one but not the other — and would they
respond equally to both? Obviously you face aetvaff between additional length and greater
specificity so the final decision must depend ow lstmilar these two target groups are.

« Inthe section on the competition, is there anydrtednclude a specific question on the extent bhictv

consumers have a feasible choice of airports?oWwikthis is implicit in the questions on competition
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but wondered whether you wished to make this eixplic
« Many of the standard MO studies (building particylan Kohli and Jaworski) include a

‘formalisation/centralisation’. You seem to haveleded this — is it worth re-considering? Again,

11

I'm conscious of space issues but it has been dstratad to be important in some contexts. Mayb

you feel that the scale of the operation is suahtthis is less significant.

In short, | can’t see any major issues or concbrtsvould simply note that you will need to thirdrefully

about justifying decisions to exclude certain pigifjons/constructs.

This seems OK. | have a couple of comments.

¢ Inthe covering letter it seems a bit presumptuzfugu to impose a “return by” date. | suggest you
drop this.

e Section 5 proposition 2. | suggest you replaceaftstaff’ with “to staff across all the airport’s
departments”.

e Section 8 last proposition. “lose” not loose.

e Section 12. lItis conventional to have more thae proposition to capture “innovative culture”.

Good luck with the research.

It's an interesting topic and my pleasure to comiittnMy concerns are below.

« Sampling: will you send it to every airport justeoguestionnaire or not? If just one, how to teat Q

tests for Senior Management & Marketing bias? dfethan one? How to combine them? And | do

not think Operations/engineering can understand MO.

* You have the data about airport size and ownersWijil. you control other “control variables”? ex:
public or private?

* Q7-9 investigates external factors (market turbcgercompetition & price regulation). Maybe too

many propositions? Will you delete some constfucts

Attached file please find a good paper in “Jounfdliarketing”. Just for your reference! Good Luck

| have taken a quick look at your survey, and firtd be of good quality. | really don’t have many

comments. Just a few.

« “loose” should be spelt as “lose”.

« Some of the questions tend to ask for informam#ions (e.g., spending enough on marketing etc).

It may be better to stay away from these opinidredequacy and instead measure the amount spe
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much as possible.

< Similarly, better to not ask informants about caaisé effect in an proposition as much as possible
(e.g., regulations stop certain activities fromingkplace — better to ask the extent of regulatims
the extent of activities and relate the two stiaiidiy).

« It would be desirable to collect as much ‘objectiméormation regarding outcomes such as

performance as possible in addition to judgmerdsh.d

I hope this is of some use to you. | wish you wéth your research!

Thank you for the above. Good luck with the projec

I would ask at Q.3 whether the airports target tmst airlines. As you know from my articles thigpaars to
me to be the quickest way airports can increadepla&. Given the low yields you might explore wher

there is any future in the strategy. Or can na@autical revenues fund airports?

It looks really good — my only comment is that dmyvant a section for further bits and bobs that yo
haven't addressed in the survey? Sometimes yoreghy useful info in this section and you couigaou

wanted to use it for ideas for future interviews. et

A good survey. Short and to the point. | wouldhags add something like, ‘Growth is hampered Hitipal

indecision’ in section 5.

| have had a look at your questionnaire — you ceeene very interesting issues.

| just have some minor points really relating te tarity/interpretation of the questions. Somé¢heke may

just be my personal preference — which you may s@ao ignore — but anyway here they are.

* You use both ‘overseas’ and ‘international’ hergould it not be more consistent to stick with just
one word?

« Will all airports know what ‘periodically’ meansPhey may interpret it differently — | think you hav
to be more precise.

« Will all airports interpret ‘customers’ in the saway (e.g. passengers? airlines? both?).

e With publish/circulate findings of surveys to athf — couldn’t you get negative responses if sysve
are not undertaken OR if they are not circulatéw are you going to distinguish between the twof:

e | feel ‘past’ is rather vague and perhaps you ctxéanore specific.

¢ I'm not sure why you use ‘passengers’ in one qoastind ‘traffic’ in another. Is this significamadif
so perhaps it should be explained?

¢ Do you really mean ‘set’ here (or do you mean ‘coltgd’ as in the UK etc).

« Again it might be useful to have some kind of tihegizon with the second part of this question.
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«  Will all airports know what you mean by stakehokfe(lt might be an idea to list a few for illusivat
reasons).

« I'm not quite sure about the ‘market share’ questidre you asking them whether their market sha

re

grew more than the other airports — perhaps itlshioei reworded something like market share growth

or development. Or you could just be asking thbwu&the relative size of their market share?

| hope these are useful. Good luck with the regear

Thanks for the questionnaire. | have had a ld@kly one minor suggestion on my part.

In Q9 | guess you should say “set and approvechbip@ependent authority.....

| think the questionnaire is the correct length ahduld not take long to fill-in. Hopefully it Witeceive a

positive response.

F2. Comments from consultation round 2

Comments

Many thanks. The survey looks very interesting bwaduld certainly like to see the results. Théyon
suggestion | would make is that you include Airi§né amongst the business areas which the airpaytbe

trying to develop.

The following are some thoughts.

e Is your airport past growth constrained by?
= a) the dominate airline(s) in your region (not lggiinterested in your airport)
= b) the dominate airport(s) in your region (takirguytraffic away)
= ) lack of awareness of your catchment area petdnyiless dominant carriers and start-ups
= d) Other - please specify

« The main reason that airports get over-looked tsbge the dominant carriers in the region see no
purpose to their development etc. This has beerdke in the UK because BA operates it's hub at
LHR /LGW / MAN / BHX ... this has destroyed otharport growth opps etc.

e Can your airport see a brighter future when thel&gry environment allows 'open skies' etc? And

further de-regulation? Has the EU intra de-regoitaaffected your airport? How?

This may be worth testing but overall your questitwok really good!
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Very good job, go ahead with your survey.

Please find enclosed the survey with a few commeniey are given with the Norwegian context in chin

* Q2. There may be multiple focus areas. Perhapskould allow for 2 priorities? Something like
this: “Two boxes can be filled in. Place 1 for tbp priority, 2 for the second priority’.

» Q2. Perhaps also one category more: ‘Chartercasacilitating local companies’. The
Norwegian petroleum industry uses charter a lot.

* Q4.2. Airport user charges may give other respofrses the airlines than changes in e.qg. fuel prices

11%

— airport user charges may affect the choice gioair Perhaps you may want to consider the lev
of precision here).

* QA4.3. Perhaps this question excludes airportsportevhether additional airlines have entered the
market? The Norwegian context: as you know, mb#i@airports in remoter areas (I mean remate
remoter areas!) serve PSO routes with only onmairllf you have such airports on your respondent
list, this question may be perceived as irrelevant.

» Q5.1. what kinds of activities do the airport téadtimulate? | see that this may become rather
extensive, but | expect a lot of responses to brerigly agree” unless you force the respondents to
be more specific.

* Q5.3. You may perhaps want to separate betweenay/tevminals and ANS because the cost
implications are different in most cases. ANS pquent like ILS is often much less expensive than
e.g. extended runways.

* Q5.4. Perhaps which ones? Some can be dealtwlifte others are effective long run constraints).

* Q7.2.Inremoter areas In Norway, | expect thapatements” may sound a bit ambitious because of
the size of the airports. Do you perhaps meanrtlepats elsewhere? Like e.g. Avinor’s central
office here in Norway?

* Q7.4. See previous comment. It would be intergstinknow how this information flow runs within
Avinor's organisation

e Q8.2. Again: the term “department” needs clarifimat | think.

* Q9.5. Lobbying activities may be done as a cootdithaction from the central administration
(Avinor). There are different obstacles, like niffights, financing of airport extensions and ANS

equipment and so on. The Government, the CAA ariddkhave different roles in allocating funds

%

and posing regulations. That is why | feel that yoay want to increase the level of precision her
Perhaps more focus on “What are the main obst&zlie development of this airport?”
* Q10.2. Increased number of departures? Increasgdaa? PSO routes are normally strongly

regulated)
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This is an exiting project and the respondents iyt to tell you a lot. It is a high attention s these

matters at the moment. Good luck.

For me its looks as an interesting an easy to antype of form. Since market orientation is a miasue
here, however, | am missing something more abaupttorities, policy and measures relative to servi
performance of the airport as well as customeredlariorities, f.ex. About complaints, responsiees to
customers, etc. Also about implementation ottsgias, for example how to make use of marketligazice
information. Staff training, service culture arahdce organisation are also other issues. Thightéxceed

the capacity of the form and probably you have solear idea about what you want to know.

* In question 9 f.ex. New options could be added &ffte sentence starting with Modifying. These
options could be about systematically improving/ger quality etc.

* In question 4 alternative transportation (busnjrabuld be added.

* In question 5, last option (e.g. operating limitfrequent adverse weather): | perceive them as ty

factors of quite different nature; the latter ig oontrollable at all (at least by established @itg).

Well, these were some comments - hopefully notdte and freely to be taken into consideration.

The instrument looks very good. However, the syigeasking a lot from the participants because the
responses require some detailed analyses fromragfadf to be correct. | would expect your resporate to
be low for this reason. | would suggest you stiaéé the results will be shared with those thatigigate.
There has to be something in it for them. Othegwiigs like pulling teeth. | have recently beemtbarded
with similar surveys from Doctoral candidates conagy aviation education. They also said it wolalkle 5
minutes. Actually, | had to find five different ggle to fully answer these surveys. Generallygdded to
take 30 to 40 minutes of my time to get it righthe answers do not come that easily. But, you lgat¢o
get this information in order to find some relevaatrelations and significant outcomes. Keep indnif
your participants take only 5 minutes to complétform, chances are your data will be worth aBout
minutes of their time, which will generally leadwto find the survey close to worthless. So | asgjgou
not say how long this will take. Make every efftortsuggest they take time and do it right (in ogwech

words).

Section E - stay away from "How do you feel” | wogtate this as: "Please indicate how your airpast

performed........... . Make them get the data yeed.

The layout is excellent. You should be able taltate the data in a meaningful way.
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F3. Comments from the pilot survey

Comments

1. Took alook at the questionnaire and tried to amstvet is pretty good. Do not have any further
suggestions.

2. We send back your questionnaire fulfilled. We waky pleased if you can send us, when possible, g

copy with the results of your research.

Please find enclosed the completed questionnalceproblems were experienced in completing it.

| have answered your survey and am looking forwaitthe result.

Enclosed are our answers to your survey.

Please find attached. No problems.

Please find attached completed survey.

See attached file. Awaiting summary results.

© © N o 0 A~ ®

Survey attached.
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Appendix G: Final survey

Cranﬁeld S,
UNIVERSITY LONDO.N .:::

Centre for Air Transport
in Remoter Regions

metropolitan s, *e
university o ®

SURVEY ON AIRPORT MARKET ORIENTATION

Month, Year

Dear Sir/Madam

This survey forms part of a project being condudedhe market orientation of airports in Europgeesipheral
areas, the focus of which is on airline passengetices. The survey has been sent to 217 airpodg different
countries. Responses from individual airports wdt be identified in any analysis and results éishared with
participating airports.

The survey should be completed by the Airport Manag a senior member of staff who is responsitite f
marketing-related activities at your airport.

The survey can be completed by computer and seltdsaan email attachment. Alternatively, the syrwan be
printed, completed by hand and sent back by pdstor Contact details are provided at the bottdiis page.

The survey should be returned Dagte.

If you have problems completing the survey, or widide any help, then please call Nigel at Londoetidpolitan
University on +44 (0)20 7320 1543 or send an e-toailhalpern@londonmet.ac.uk

Yours sincerely

Nigel Halpern
Principal Lecturer, Aviation Management

Nigel Halpern, Centre for Civil Aviation, London Mepolitan University, 84 Moorgate, London EC2M 6¥pgland.
Tel: +44 (0)20 7320 1543. Fax: +44 (0)20 7320 14Bmail:n.halpern@londonmet.ac.uk
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A. GENERAL AIRPORT INFORMATION

1. AIRPORT NAME
State the name of your airport.

If you work for a company that manages severaloaisp please indicate which one airport you aretrfaosiliar with and
answer all questions with referenceth airport.

2. AIRPORT PASSENGER SERVICES
Which of the following types of passenger servias provided the majority of passengers at youodigturing the last 3 years?
Place an ‘X’ in one box.

Subsidised passenger services (e.g. Public Sebbtigations: PSO’s)
Commercial passenger services

3. AIRPORT PASSENGER SERVICES
Which of the following types of passenger servias fiour airport been most focused on developing thelast 3 years? Place
an ‘X’ in one boxhowever, if your airport has multiple priorities, rank tpedorities with 1 being the most important.

Scheduled services operated by ‘full-service’ easrie.g. traditional mainline or regional cartjers
Scheduled services operated by ‘low-cost’ carriers
Charter services that support inbound or outboondgm

FOR THE REMAINDER OF THIS SURVEY, place an ‘X’ in o ne box for each statement
Please note that the term ‘airline’ applies to airines &/or trade customers such as tour operators ahlocal industry

B. THE AIRPORT ENVIRONMENT

4. MARKET TURBULENCE & COMPETITIVE INTENSITY
At my airport Strongly Tend to Tend to Strongly Don't

""" agree agree Neither disagree disagree know

Airlines change or cancel routes, frequency or saphcity on an annual basis
We cater to the same airlines as we did 3 years ago

We compete fiercely with other airports for airkne

We will lose out to competitors if we fail to sdtiour airlines

5. DEMAND & SUPPLY

In relation to my airport Strongly Tend to Tend to Strongly Don't
""" agree agree Neither disagree disagree know

Potential demand for air services in the regioemsfsignificant opportunities
The market for air services in our region grew dhpiast year (e.g. by over 5%

Future growth is constrained by infrastructure.(eugway, lighting, terminal)
Future growth is constrained by operating condgiang. limits, weather)
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C. AIRPORT MARKET ORIENTATION

6. GATHERING MARKET INTELLIGENCE
At my airport.....

Strongly Tend to Tend to Strongly Don't
agree agree Neitherdisagree disagree know

We meet airlines at least annually to discuss flaéilre needs

We conduct a lot of ‘in-house’ market research

We are slow to identify changes in the prefereméesir airlines

We are slow to identify major changes in our induét.g. technology)

We regularly monitor the likely effect of changeghe business environment
(e.g. travel trends & the economy) on our airlines

7. SHARING MARKET INTELLIGENCE

At my airport..... Strongly Tend to Tend to Strongly Don't

agree agree Neither disagree disagree know

Managers meet at least 4 times a year to discudsetrteends & developments
Managers spend time discussing the future needsrdirlines
High levels of communication are maintained betwermmagers and other staff

Staff at all levels are quick to find out when sdinireg important happens to on
of our main airline customers

Managers tend to be slow in alerting other managfkirmportant changes in the
business environment

%

8. RESPONDING TO MARKET INTELLIGENCE ,
At my airport...... Strongly Tend to _ T_end to S_trongly Don't
agree agree Neitherdisagree disagree know

We review service standards at least annually soirenthat they are in line with
what our airlines expect

Managers meet at least 4 times a year to planp@mse to changes taking plac
in our business environment

Even if we came up with a great marketing planyweeld probably be slow to
implement it

When we find out that our airlines would like ustiodify an aspect of our
service or facilities, we make a determined effortlo so

For one reason or another, we tend to ignore clsinghbe needs of our airlines
The activities of different staff are well co-ordied
We would respond quickly if a competitor targeted @f our airlines

1%
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D. AIRPORT MARKETING INNOVATIONS

9. AIRPORT MARKETING INNOVATIONS
To what extent has your airport developed new waysarket itself to airlines during the  great  some Very Notat Don't
last 3 years in terms of..... extent extent little all_ know

Modifying facilities or services (e.g. to reducestor improve efficiency)

Promoting a recognised airport brand (e.g. a disitia name, logo, design or symbol)
Targeting airlines for new routes (directly or &hibitions such as ‘Routes’)

Providing and presenting airlines with market reslkedo prove market potential
Lobbying for the removal of obstacles to furthevelepment (e.g. ban on night flights)
Using strategic marketing partnerships (e.g. coltations with local business or tourism)
Offering flexibility on pricing (e.g. discounts arcentives)

Developing joint advertising or promotional campede.g. offering marketing support)
Providing travel planning support to passengeis farough an airport website)

Improving management processes (e.g. by appoiatimgmber of staff to act as a point
of contact and provide assistance to new or expgraiilines)

E. AIRPORT PERFORMANCE

10. AIRPORT PERFORMANCE
How has your airport performed during the last Zgsecompared to similar
or competing airports in terms of.....

Much No Much Don't
better Better different Worse worse know

Attracting new routes
Growing existing routes (i.e. growth in passengenhers on existing routes)
Retaining existing routes

THANK YOU FOR COMPLETING THE SURVEY
Please return the survey as an email attachment day post or fax to:
Nigel Halpern, Centre for Civil Aviation, London Mepolitan University, 84 Moorgate, London EC2M 63ngland.
Tel: +44 (0)20 7320 1543. Fax: +44 (0)20 7320 14B/ail:n.halpern@londonmet.ac.uk
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Appendix H: Survey responses

Timing Method
No | Code Airport 1st | 2nd | 3rd | Email | Post | Fax
1] ATa Salzburg N N
2| Cl Jersey N N
3| Cl Guernsey N N
4| CH Sion X N
5] CY00 Larnaka N X
6 | DE Friedrichshafen N N
7 | DKOO7 | Bornholm N N
8 | ES13 Santander N N
9| ES24 Zaragoza N N
10 | ES53 Menorca X N
11| ES53 Ibiza N N
12 | ES61 Gibraltar X N
13| FI14 Jyvéaskyla N N
14 | FI14 Seinaejoki N N
15| FI1A Kuusamo N N
16 | FI1A Oulu N N
17 | FRb Rodez N N
18 | FRc Grenoble N N
19 | GR11 Kavala N N
20| GR21 loannina N N
21| GR22 Kefallinia N N
22| GR22 Zakinthos N N
23| GR23 Araxos N N
24| GR41 Limnos N N
25| GR42 Rhodos N N
26 | GR42 Kos N N
27 | GR43 Sitia N N
28 | GR43 Chania N N
29 | IEO1 Sligo N N
30| IEO1 Galway N N
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31 IE02 Dublin N N

32| IE02 Waterford N N
33| IE02 Cork N N
34| IE02 Kerry N N
35| IE02 Shannon N N
36 | 1S00 Keflavik N N

37| 1S00 Akureyri N N

38| ITB Olbia N N

39 | MA0O Malta N N

40 | NOO4 Kristiansand N N

41| NOO5 Bergen N N
42 | NOO5 Alesund N N

43| NOO5 Kristiansund N N

44 | NOO06 Trondheim N N

45| NOO06 Reros N N
46 | NOO7 Mo i Rana N N

47 | NOO7 Bodg N N

48 | NOO7 Harstad N N

49 | NOO7 Rast N N

50 | NOO7 Stokmarknes N N

51 | NOO7 Andgya N N

52 | NOO7 Tromsg N

53| NOO7 Lakselv N N
54 | NOO7 Batsfjord N

55 | NOO7 Kirkenes N N

56 | NOO7 Vardg N N

57 | NOO7 Vadsg N N

58 | NOO7 Svalbard N N

59 | PT15 Faro N N

60 | SE02 Veesteras N N
61| SE02 Norrképing N N

62 | SE02 Linképing City N N

63 | SE04 Ronneby N N
64 | SE04 Kristianstad N N
65| SE06 Mora N N
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66 | SE06 Pajala N N

67 | SEO7 Kramfors N N

68 | SEO7 Ostersund N N

69 | SE07 Sveg N N

70 | SE08 Luled N N

71| SE09 Vaxjo N N

72 | SE09 Jonkdping N N

73 | SEOA Trollhattan N N

74 | SEOA Goteborg Landvetter N N

75| SEOA Goteborg City N N

76 | SEOA Halmstad N N
77 | UKK30 | StMary's N N

78 | UKM1 | Aberdeen N X

79| UKM4 | Islay N N

80 | UKM4 | Tiree N N

81| UKM4 | Benbecula N N

82| UKM4 | Stornoway N N

83| UKM4 | Sumburgh N N
84 | UKM4 | Inverness N N

85| UKM4 | Wick N N

86 | UKN Belfast City N N

Total | 31| 29| 26 45 29 12
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