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CHAPTER 1
Setting the Scene

Four years ago we had four plants and today we have eleven and the only way we have been able to
expand our company and to get these locations has been in our own aircraft. — CORPORATE CEO

On-Demand Air Transportation

Within all forms of transportation there are two basic divisions, scheduled and nonsched-
uled. Scheduled is self-explanatory and well understood. Airlines, railroads, buses, and ferry
boats operate according to set schedules. Nonscheduled requires further explanation; the
term expresses a sense of randomness or irregularity, concepts not useful when attempting
to define the process. However, on-demand transportation is a more descriptive term, signify-
ing that the transportation should be available when requested or needed. Therefore, the
purpose of this book is to describe the various types of on-demand air transportation and to
tell readers how they can best choose and use the methods comprising it.

Many different people use on-demand air transportation: Individuals, corporate execu-
tives, technical troubleshooters, sports teams, entrepreneurs, and families all benefit from
the advantages brought by this form of flying. The object for all is to travel to some distant
point as safely and comfortably as possible. Some wish to do so in high style, others more
economically; some rapidly, others at a more leisurely pace; some doing the flying them-
selves, others leaving those tasks to professional flight crews. However, all do so because
they want to create and maintain their own schedule and control their lives more fully.

This book will examine this form of aviation from two basic perspectives: personal and
business aviation. This distinction is made because of the fundamentally different motiva-
tion for each, one to serve a personal lifestyle and one to create efficiency in the workplace.

On-Demand Air Transportation Defined

The International Civil Aviation Organization (ICAO) states that all civil aviation operations
are divided into three categories: commercial air transportation, general aviation, and aerial
work. They are defined as follows:

o Commercial air transport—An aircraft operation involving the transport of passen-
gers, cargo, or mail for remuneration or hire.

* Aerial work—An aircraft operation in which an aircraft is used for specialized ser-
vices such as agriculture, construction, photography, surveying, observation and
patrol, search and rescue, or aerial advertisement.

* General aviation—An aircraft operation other than a commercial air transport opera-
tion or an aerial work operation.
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For the purposes of this book, we will consider only the first and last types, since they
both provide on-demand air transportation, with the fundamental difference being whether
the operation is conducted for compensation or for hire (Fig. 1.1).

On-Demand Air Transportation—The transportation of passengers and cargo by aircraft from one
point to another in a manner and at a time designated by the person exercising operational control.

Personal aviation may be provided by the owner-operator’s own aircraft or by a com-
mercial venture supplying air transportation on demand. Therefore, personal aviation may
be a subset of either commercial or general aviation.

Civil Aviation
Commercial General Aerial
Air Transport Aviation Work
H
1
— Scheduled — Recreation

— Nonscheduled @

—[ Personal ] —] Personal

—[ Business ] — Business

Fieure 1.1 Civil aviation elements.
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Business aviation covers all types of aircraft operations flown in pursuit of business
matters. Within this broad classification are employee-flown and corporate operations.
Employee-flown operations are predominately owner-flown aircraft, yet these flights may
be piloted by any employee, carrying other employees or customers. The key factors
involved in employee-flown operations are that the aircraft is operated by a company
using a pilot or pilots not specifically employed or compensated to fly the company air-
craft. Corporate aircraft operations are distinct from employee-flown operations in that
they are operated by a company for its business purposes, using professional pilots (nor-
mally two) compensated specifically for their piloting duties. The National Business Avia-
tion Association (NBAA) defines corporate aviation as “aircraft owned or leased and
operated by a corporation or business firm for the transportation of personnel or cargo in
furtherance of the corporation’s or firm’s business and which are flown by professional
pilots receiving a direct salary or compensation for piloting.” Note that in either employee-
flown or corporate methods, the aircraft does not necessarily have to be owned or leased
by the company; it can be rented or even borrowed (some restrictions apply to these oper-
ations, however).

Aircraft charter and fractional ownership also may be used to satisfy business require-
ments for on-demand air transportation.

Personal Aviation

The best means of explaining this segment of air transportation may be via an analogy. Both
buses and automobiles are available to people wishing to travel, yet the automobile domi-
nates our ground transportation for obvious reasons: comfort, convenience, and schedule.
The automobile provides ground-based on-demand transportation to individuals and
groups willing to pay for the service. This is preferred to public transportation for the rea-
sons listed. Perhaps the most important reason for our preference for the automobile is that
we wish to create our own schedule and change it at will. Buses (and airliners) seldom per-
mit us this luxury.

There are approximately 350,000 general aviation and aerial work aircraft worldwide, of
which an estimated 150,000 are used at least in part for personal transportation. Perhaps
one-third of these are used for true on-demand purposes, possessing the ability to fly in
weather and to carry two or more passengers. Therefore, personal air transportation consti-
tutes a significant worldwide activity, complementing other forms of transportation that
support the needs of individuals. Whether it be a family seeking the fastest and most hassle-
free transportation to the ski slopes, an individual flying to a mountain retreat, or a person
seeking the best shopping venue in a major city, personal aviation has come of age. These are
just a few of the reasons individuals, families, and friends use aircraft.

Some people use an aircraft for recreational, sightseeing, or sport purposes, but these do
not constitute on-demand air transportation, which generally refers to flying people or
things from point A to point B.

Personal air transportation uses a wide range of aircraft, from small, four-seat, single-
engine, piston-powered aircraft to large, multiengine turbojets carrying scores of people
over intercontinental distances. However, in this book I will concentrate on three broad
classes of personal air transportation: owner-flown operations, those provided by a com-
pany as a service, and in-house flight departments using professional flight crews.

Personal and business aviation are separated by a single factor: purpose. The organiza-
tion, regulations, and mechanics of the two operations are essentially the same; only the
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motivation for the on-demand air transportation services is different. At the lower end of
aircraft types used, single-engine aircraft capable of carrying more than two passengers dur-
ing instrument meteorological conditions (IMC), personal aviation generates an estimated
80 percent of usage worldwide; at the upper end of the spectrum, turbine-powered aircraft
are used an estimated 90 percent of the time for business purposes.

Yet both types are organized, regulated, and operated in a similar fashion—the princi-
ples are the same. Therefore, within this book, business aviation will be used as the pre-
dominant example because it often requires the highest level of organization and standards,
therefore making it the form more inclusive of the factors to be considered in many aspects
of on-demand air transportation. Where differences exist, they will be discussed.

Our aircraft has enabled my family to be together more frequently and to more fully enjoy those times.
— AIRCRAFT OWNER

Business Aviation

In an average year, hundreds of millions of people travel for business purposes worldwide.
This is done in an effort to establish firm connections between businesses, to communicate
ideas, to act on opportunities, and to establish a face-to-face connection. While many inter-
business communications can be made by telephone, e-mail, fax, and mail, the deals are
made, the problems solved, and new frontiers forged by people meeting in person.

Thirty years ago, technology mavens were forecasting a dramatic decrease in business
travel due to the advent of cell phones, the Internet, and teleconferencing. Their theory
stated that face-to-face meetings were no longer necessary due to the superlative new com-
munications devices; teleconferencing was the next best thing to being there. While these
new communications devices did relieve the more routine travel needs, a strange thing hap-
pened: Both teleconferencing and business travel increased. Productivity gains provided by
communications technology generated the opportunity for more business, which, in turn,
generated more business travel. The two connectivity methods worked together to help the
productivity of such countries as the United States, Germany, and China become the highest
in the world.

The need to be face-to-face in the business world never seems to decrease, only increase.
New and important deals are made in person, seldom over the phone or Internet. Custom-
ers are cultivated, pampered, listened to, and helped in-person, and new products and ser-
vices are introduced in-person; business travel is a long-term growth industry. However,
there are other means of getting business travelers to their destinations via air.

Most business travel, perhaps two-thirds, is accomplished via the airlines. Every year
the world’s airlines carry an average of 2.8 billion passengers on 38 million flights world-
wide, with roughly one-third of these people traveling for business purposes. The airlines
serve thousands of airports, providing frequent, safe, and fairly reliable service to the
world’s business travelers, yet there are alternatives.

With frequent airline service available to the far corners of the earth, why do we need other
aircraft to transport a few people to many of the same destinations? Isn’t this much more
expensive than the airlines? And how safe is it? These are just a few of the questions asked by
both the curious and the critical when considering business aviation.

As this book is being written in 2012, more than 17,000 operators fly in excess of 30,000
turbine (turbojet and turboprop) aircraft worldwide in support of business (Figs. 1.2 and 1.3).
Three-quarters of the operators and aircraft are located in North America. In the United
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States, each of the approximately 18,000 turbine aircraft flew an average of 450 hours, trans-
porting an estimated 23 million business travelers in 2011.! Interestingly, three-quarters of
U.S. business flight operations have just one aircraft.

Of the Fortune 500 companies, only one-quarter choose not to operate at least one cor-
porate aircraft. The productivity, net income, and sales of companies operating corporate
aircraft exceed those of comparable nonaircraft operators. These companies use their air-
craft as productivity tools, as a means of controlling their busy travel schedules, and as a
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convenience for their executives who need to
pack every ounce of productive work into
each day. In essence, the aircraft becomes a
time machine, a modern magic carpet to
safely and rapidly transport executives to the

The Teal Group, a noted forecasting
firm, forecast production of 13,879
business aircraft worth $310.3 bil-

lion (in 2012 dollars) over the next

ten years (2012-2021). This in- next business opportunity.
cludes 10,249 traditional business On-demand air transportation has be-

jets worth $249.5 billion, 568 cor- come a part of corporate culture and prom-
porate Versions. of jetli’ners and ises to be a fixture in the business world for

regional jets worth a combined the fores.eeable future. It did not take lopg for

total of $42.3 billion, and 3062 busi- Compa{ues to discover that having an aircraft

ness turboprops worth a total of of one s own created advantages that' the

$18.6 billion. Corr}p.et.ltlon d.1q not han:. The time savmgs,

flexibility, efficiency, privacy, and security

that corporate aviation offered were convinc-

ing enough to justify aircraft devoted to a

company’s exclusive use. However, softer, more intangible benefits accrued to its use too.

Increased time at home, the ability to reach even the most remote locations directly, comfort,

and fewer airport hassles became sufficient reasons for most to gravitate toward this type of
transportation.

The real clincher, the reason that keeps the board of directors and stockholders happy, is
the ability of corporate on-demand air transportation to increase productivity for its execu-
tives. The corporate aircraft becomes a time multiplier, offering convenient access to as
many as 5000 airports in the United States (compared with just 500 that airlines serve) with
turbojet speed and an ease not possible on the airlines. It makes little sense to consume
2 days in getting star corporate performers to and from a remote location when the corpo-
rate aircraft can get them there, provide a half-day on site for business, and have them home
for dinner, all in the same day. It is this measurable productivity multiplier effect that keeps
selling corporate aviation every day.

Even the accounting department realizes that business flying makes sense. Studies show
that companies using their own aircraft have better sales growth, earnings per share, long-
term return to investors, and productivity (sales per employee) than companies that do not
use business aircraft. The evidence is compelling: Business aircraft are good for the bottom
line. The airlines continue to drive executives to corporate aviation in increasing numbers.
As scheduled air transportation is forced to restrict and segment its schedules and routes to
be more competitive, as airlines overbook and bump passengers in increasing numbers, and
as airline terminals become more unmanageable, corporate aviation can only increase in
importance; the airlines may be the best reason for using corporate aircraft.

As the global village increasingly becomes a nation’s marketplace, the use of corporate
aircraft will facilitate this transition. Intercontinental corporate aviation has been a reality
for some years and increasingly will serve our interests abroad. Corporate turbojets having
nonstop New York to Tokyo and Los Angeles to Paris range are a reality and the hottest-
selling aircraft in the business fleet.

Yet corporate aviation is not immune to the business cycle. The health and well-being of
the company flight department may be directly tied to the state of the economy, with boom
times signaling increased aviation activity and recessions creating not only less activity but
also fewer aircraft, hours, and people as well. There will continue to be good times and bad
as the economy pursues its mood swings. Despite the bad times, corporate aviation will





