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EXECUTIVE SUMMARY 

The U.S. Department of Transportation (DOT) is presenting this Final Regulatory Impact 
Analysis (regulatory analysis or RIA) prepared by HDRjDecision Economics (HDR) in support 
of the Final Rulemaking on Enhanced Airline Passenger Protections. This RIA estimates the 
economic impact, in terms of all costs and benefits, accruing to passengers, air carriers and other 
entities regulated under this action, as required by Executive Order (EO) 12866. Economic 
impacts are measured on an incremental basis and against the current status of passenger rights 
on domestic airline carriers. 

A detailed description of the Proposed Rule and an initial assessment of the stream of costs and 
benefits of the Proposed Rule were provided to the public for comment. The Department has 
reviewed the public comments to both the Proposed Rule and the initial Regulatory Impact 
Analysis and has made relevant adjustments to both the Rule and RIA. A discussion of the 
comments and responses to the conunents can be found in the Preamble to the Final Rule. The 
estimates of total costs and benefits of the Final Rule and the alternatives assessed presented in 
this RIA reflect updates in response to the public comments and as a result of further research. 

In addition to complying with EO 12866, this document addresses requirements of three other 
acts: 

The Trade Agreements Act requires agencies to consider existing international standards and 
avoid uimecessarily interference with international trade. The Department has determined that 
the Final Rule does not impose any significant barriers to international trade. 

The Unfunded Mandates Reform Act of 1995 requires agencies to assess the impact of a new 
Rule or regulatory change on state, local, and/or tribal governments; The Department has 
determined that the Final Rule will not impose additional costs to state, local or tribal 
governments. 

The Regulatory Flexibility Act of 1980 requires that agencies assess the economic impact of a 
new Rule or regulatory change on small businesses and consider alternatives to achieve the same 
goal with less impact. The impact of this Final Rule on small carriers is discussed below. 

Need for Regulation 

A history of persistent and significant flight delays and increasing consumer complaints led DOT 
to identify a need for a regulation to secure airline passenger rights. Notable delays in 1999 led 
carriers to agree to take voluntary action to reduce customer complaints. For the last decade, 
efforts to improve customer service focused on self-regulation, but repeated and significant 
incidents of on-board delays and continuing increases in consumer complaints has led DOT to 
the conclusion that, in this industry, voluntary response falls short of identified needs: 

• Only 7 of 18 airlines with at least 1% of domestic scheduled-service passenger revenues 
have instituted fixed limits to on-tarmac delays prior to providing passenger amenities 
and/or deplanmg; 



• Only 5 of 18 airlines with at least 1% of domestic scheduled-service passenger revenues 
have adopted customer service plans with regular self-audits; and 

• Only 3 of 18 airlines with at least 1% of domestic scheduled-service passenger revenues 
publish delay data on their public websites. 

DOT believes that regulation is warranted to ensure that airlines meet minimum standards for 
passenger service and to avoid diminishment of passenger care beyond acceptable levels. 

Final Rule 

A Notice of Proposed Rulemaking (NPRM) on Enhancing Airline Passenger Protections 
announced DOT's consideration of a proposed rule that included five components to ensure that 
airline passenger care and service meet minimum standards. These five components are 
summarized below.' 

1. Require carriers to adopt and publish contingency plans for lengthy tarmac delay 
their websites. Any certificated or commuter air carrier that operates domestic scheduled 
passenger service (including any charter services) that uses any aircraft with 30 or more 
passenger seats will be required to develop a contingency plan for long ground delays on 
the tarmac for all its flights, including those on aircraft containing fewer than 30 seats. 

Each contingency plan will specify that the carrier will ensure a) that passengers on 
planes delayed on the tarmac for two hours will have access to food, water, clean 
lavatories, and the assistance of medical personal if needed, and b) passengers on planes 
delayed on the tarmac for three hours will be permitted to deplane, unless there is a safety 
and/or security-related impediment to deplaning passengers or air traffic control (ATC) 
advises the pilot that permitting passengers to return to the gate or disembark would 
significantly disrupt airport operations (as described in the preamble). Contingency plans 
must be made available on carrier websites. 

Carriers will also be required to maintain information for two years on delays that trigger 
the contingency plan. The information will include the length of the delay, the cause of 
the delay and identify steps taken by the carrier to alleviate passenger discomfort. 

2. Require carriers to respond to consumer problems. Every certificated and commuter 
air carrier that operates scheduled domestic passenger service using any aircraft with 30 
or more passenger seats will be required to designate an employee at its system 
operations center and at each airport dispatch center to monitor delays and to have input 
on decisions regarding flight cancellations. Each such carrier will also be required to 
provide information on how to file consumer complaints at each airport dispatch center, 
on its website, and on all e-ticket confirmations. Each such carrier will be required to 
send a substantive response to each consumer complaint within 60 days of receipt and 
acknowledge receipt of the complaint within 30 days.^ 

For more detail, see tiie accompanying Notice of Final Rulemaking. 
The Rule will not require resolution of the complaint, but rather a target response upon receipt. 
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3. Declare the operation of flights that remain chronically delayed to be an unfair and 
deceptive practice and an unfair method of competition. The Final Rule defines a 
chronically delayed flight as a flight that is operated by a carrier that is carrying 1% or 
more of all domestic passengers, that is flown at least 10 times in a month, and that 
arrives more than 30 minutes late more than 50% of the time. If this flight continues to 
operate for four consecutive months at this level of delay, it will be considered an unfair 
and deceptive practice and subject to enforcement action. 

4. Require carriers to publish delay data on their websites. The DOT proposes to require 
that airlines that are currently required to report on-time performance data to the Bureau 
of Transportation Statistics (BTS) (i.e., reporting carriers) to publish some delay 
information on their websites for each flight it operates and for each flight its U.S. code-
share partners operate for which schedule information is available. This information is to 
include the percentage of on-time arrivals, the percentage of arrivals delayed more than 
30 minutes with special highlighting if the flight was late more than 50% of the time, and 
the percentage of cancellations if 5 percent or more of the flight's operations were 
canceled in the covered month. There will be two options for data presentation - on the 
web page with the initial listings or by hyperlink on that page. 

5. Each carrier must adopt a customer service plan and self-audit adherence to it. The 
DOT proposes requiring any certificated or commuter air carrier that operates scheduled 
domestic scheduled passenger service to adopt a customer service plan into that addresses 
the issues covered by the 12 parts of the Air Transport Association's (ATA) Customer 
Service Commitment and to self-audit adherence to this customer service plan. 

Alternatives Evaluated 

The Office of Management and Budget (0MB) states that regulatory analyses should consider 
alternatives to the Rule or regulation being evaluated and publish results as part of the 
rulemaking process.^ The initial RIA published with the NPRM evaluated four alternatives to 
various components which were considered by the Department before coming to decisions on the 
Final Rule. The costs and benefits for these alternatives, as well as for the option presented as the 
proposed rule, have been updated in response to comments by the public on cost and benefit 
assumptions and values and are included in this Final RIA. These alternatives are: 

Alternative 1: This alternative affects Component 1 (contingency plans for lengthy tarmac 
delays) and assumes DOT-imposed tarmac delay limits of two hours before guarantee of food, 
water, etc., and four hours (instead of three hours) before allowing passengers to deplane. This 
contingency plan would be required for all carriers with aircraft seating 30 passengers or more. 
All other components of the Final Rule are maintained. 

Alternative 2: This alternative also affects Component 1 and allows carriers to determine the 
time triggers. This was the proposed option for the Rule described in the NPRM. Based upon 
existing carrier contingency plans, it was estimated that time limits instituted by carries will 
converge onto a tarmac delay limits of two hours before guarantee of food, water, etc, and five 

^ Circular A-4, Office of Management and Budget, September 17,2003. 
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hours before allowing passengers to deplane.'* Contingency plans would be required for all 
carriers with aircraft seating 30 passengers or more. All other components of the Final Rule are 
maintained. 

Alternative 3: This alternative requires the contingency plan (defined in Component 1) to apply 
to carriers that operate at least one flight with aircraft seating 60 or more passengers (instead of 
30 or more). All other components of the Final Rule are maintained. 

Alternative 4: This alternative redefines what constitutes a chronically delayed flight in 
Component 3 (which declares chronically delayed flights "unfair and deceptive") to one that 
arrives at least 30 minutes late at least 60% of time, (not 50% of time) in three consecutive 
quarters. All other components of the Final Rule are maintained. 

Alternative 5: This alternative would require reporting carriers and online travel agencies to post 
delay data on their websites (Component 4 of the Final Rule). Travel agencies that operate 
exclusively online, as well as those that allow customers to purchase airline tickets online, would 
be required to publish some delay information on their websites before the point of purchase, 
similar to this requirement for reporting carriers. 

Summary of Updates to the Regulatory Impact Assessment 

In response to the comments submitted in response to the NPRM, and as a result of further 
research and data collection, changes have been made to some of the variables that make up the 
estimations of costs and benefits in this RIA. Commenters included many private citizens, 
consumer advocacy groups, airline industry associations, airline carriers, travel agency 
associations, airport associations, and lawmakers. 

One of the most frequent comments made by airline industry associations and airline carriers was 
that the range of costs estimated was too low, and specifically did not include the costs of 
litigation which may arise despite carriers' compliance. The estimate to collect and post delay 
data on carrier websites was increased. The Department believes that such litigation costs would 
be a regular function of doing business. Nevertheless, the Department has decided not to require 
at this time that carriers incorporate their contingency plans and customer service plans into their 
contracts of carriage. All changes are discussed in detail in chapter 3. 

Summary of Results 

The goal of this analysis is to assess the incremental benefits and costs attributable to adoption of 
the regulations. A fundamental indicator of a publicly acceptable rule is one in which public 
benefits exceed public costs. The difference between benefits and costs quantified over the 
planning horizon lifecycle and discounted to the present represents a fundamental indicator of 
projected worth. OMB Circular A-4 stipulates that this difference, the net present value (NPV), 
should be regarded as a principal measure of value produced by a benefit-cost analysis. Further, 
EO 12866 states that agencies should attempt to maximize the net benefits of their rulemakings, 
subject to statutory requirements. A NPV greater than zero indicates that benefits exceed costs 

'' For more detail see Initial Regulatory Impact Analysis of Proposed Airline Passenger Protections, September 
2008. 
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