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Brussels, 24 October 2019: Reacting to the publication by Australia’s
Productivity Commission of its final report into airport regulation?!, ACI
EUROPE highlighted today how the report’s progressive, market-driven and
consumer-focused approach contrasts with the way airports generally are
regulated across Europe.

AIRPORT COMPETITION REFLECTED IN AUSTRALIA - NOT IN EUROPE

Taking stock of the competitive forces at play in the Australian airport
market, the report published earlier this week supports the continued
application of a light-handed price monitoring regime for just 4 airports in
Australia (Sydney, Melbourne, Brisbane and Perth). All other airports in the
country (more than 90...) are thus not submitted to ex-ante regulation.
Crucially, this monitoring regime largely leaves the setting of airport
charges to commercial negotiations between the airports concerned and
airlines — with results being annually monitored by the competition
authority.

Conversely in Europe, more than 60 airports are still subjected to intrusive
and highly prescriptive regulatory controls at national level. These include
the formal approval of their charges by National regulators, based on the
assumption that they hold significant market power and risk abusing it -
despite overwhelming evidence that airport competition has also become
the rule of the game in the European market.

Olivier Jankovec, Director General of ACI EUROPE said: "The thorough and
independent analysis of the Australian Productivity Commission should give
much food for thought to regulators in Europe. Europe’s airports face even
greater competitive constraints than Australian airports, amplified by the
higher density of our airport network and the availability of alternative
modes of transport. The fact that more than 98% of Europe’s airports
today offer rebates & incentives to attract and retain airlines speaks for
itself. Yet, while the European Commission has started to acknowledge
these competitive pressures in its recent evaluation of the EU Airport
Charges Directive?, they are often ignored or even dismissed by national
regulators. The recent decisions & proposals of the Irish?, Italian* and
French® regulators are all a case in point.”

OVER-REGULATION RISKS

The Australian Productivity Commission specifically points to the risks of
over-regulation and of regulators systematically looking to exert a
downward pressure on airport charges. It notes in particular its “chilling
effect on investment, leading to a long-term risk of increased congestion
and falling quality of service” and the prospect of “incumbent airlines being
able to use the system to stymie investment that would facilitate increased
(airline) competition, potentially leading to higher air fares”.



Olivier Jankovec commented: "These risks are particularly relevant in the
European context, given the current and projected lack of airport capacity,
the significant investment that will be needed to deliver on Europe’s airport
pledge to achieve Net Zero CO2 emissions by 2050° and also the fact that
the airlines are consolidating. More and more airports and passengers in
Europe are dependent on just one or two airlines or airline groups.”

Interestingly, the Australian Productivity Commission also confirms that
airlines have weak incentives to pass through any reduction in airport
charges to passengers. This confirms the analysis carried by ICF in 20187,
which shows that in most cases, airlines simply pocket any reduction in
airport charges, without any reduction in ticket prices for the passenger.
What reduces air fares is effective airline competition — which depends on
airport capacity & quality.

Olivier Jankovec concluded: "It is high time for regulators in Europe to
adjust to the market realities of aviation and follow the lead of Australia.
The changed dynamics of the airport-airline relationship need to be
reflected. Airlines are increasingly becoming the dominant party in that
relationship. They can and do exert significant countervailing power upon
airports.”

## ENDS ##

'Access the full Inquiry Report by the Australian Productivity Commission
on Economic Regulation of Airports here:
https://www.pc.gov.au/inquiries/completed/airports-2019/report

2\/iew the ACI EUROPE Press Release: EC Airport Charges Report shows no
misuse of airport power

3Ireland’s Commission for Aviation Regulation (CAR) can determine the cap
on the maximum level of charges, based on a determination that Dublin
Airport has market power because of its share of traffic volume. The 2019
determination on charges forces Dublin Airport to reduce them by 22%,
while also approving the €2 billion investment programme, which cannot
be funded on such a reduction. Read the interview with daa’s CEO Dalton
Philips: Facing a 22% airport charges cut: “an existential threat to Dublin
Airport and for Ireland Inc”

4Italy’s Authority for Transport proposed revisions to the regulatory model
in August 2019, that would see the authority determine the cost of capital
and efficiency factors for all airports in Italy welcoming more than 1 million
passengers per annum. View the ACI EUROPE Press Release (in Italian):
Nuovi modelli proposti da ART: a rischio la connettivita e gli investimenti
negli aeroporti italiani

SFrench regional airports operate in a highly competitive market.
Nonetheless, in April 2019 the French supervisory authority forced a
reduction of charges at Nice Airport by 33.4%, based on an interpretation
of law that allows the authority to intervene in the airport’s accounting,
seriously weakening the concession regime in France. View the UAF Press
Release (in French): L'UAF plaide pour une clarification de la requlation

aéroportuaire

5View the ACI EUROPE Resolution: European airports committing to net
zero carbon emissions by 2050

7Access the ACI EUROPE Synopsis: Insights into the logic of air fares
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Agata Lyznik, Communications Coordinator, ACI EUROPE
mobile: +32 (0)494 58 69 75 or tel: +32 (0)2 552 09 89.
Email: agata.lyznik@aci-europe.org

ACI EUROPE is the European region of Airports Council International (ACI),
the only worldwide professional association of airport operators. ACI
EUROPE represents over 500 airports in 45 European countries. Our
members facilitate over 90% of commercial air traffic in Europe: 2.3 billion
passengers, 21.2 million tonnes of freight and 25.7 million aircraft
movements in 2018. In response to the Climate Emergency, in June 2019
our members committed to achieve net zero carbon emissions for
operations under their control by 2050, without offsetting.

EVERY FLIGHT BEGINS AT THE AIRPORT.
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