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The story: airport competition

@ Airport competition is, in general, positive and allows for "softer"
regulation
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The story: airport competition

@ Airport competition is, in general, positive and allows for "softer"
regulation

o Competition between major and secondary airports: are
secondary airports more efficient? Analysis case by case

@ Separation of BAA airports in the UK (separation is not the "magic
bullet" but should be positive)
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Comments (1): competition requires spare capacity

@ Independent airports (e.g., separation of BAA airports) should
have stronger incentives to invest in additional capacity
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have stronger incentives to invest in additional capacity

@ This is difficult: "Airport expansions already constitute a restricted
tool to mitigate congestion because of their long gestation period
(between 10 and 15 years), and the existing physical constrains
(e.g., New York-LaGuardia) and/or environmental constraints
(e.g., Long Beach-Daugherty Field). In addition, they also seem to
involve an important financial burden (Flores-Fillol, 2010, TRB)"
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e How would be airport competition either under
congestion-pricing or under an efficient slot system?
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Comments (2): competition requires spare capacity

e With asymmetric airlines, optimal congestion tolls are
differentiated across carriers. Uniformity on airport charges
(when slots are sold or tolls are uniform) distorts carrier flight
choices. However, quantity-based regimes where the airport
authority allocates a fixed number of slots via free distribution or
an auction lead carriers to treat total flight volume (and thus
congestion) as fixed and this generates an efficient outcome as
long as the number of slots is efficiently chosen (Brueckner, 2009,
JPubEcs)"
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differentiated across carriers. Uniformity on airport charges
(when slots are sold or tolls are uniform) distorts carrier flight
choices. However, quantity-based regimes where the airport
authority allocates a fixed number of slots via free distribution or
an auction lead carriers to treat total flight volume (and thus
congestion) as fixed and this generates an efficient outcome as
long as the number of slots is efficiently chosen (Brueckner, 2009,
JPubEcs)"

e UK: gains from increasing the weight of the per-flight component
in the price schedule // US (FAA): two-part landing fee structure
(operation charge + weight-based charge)
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Comments (3): defining overlapping catchments

@ For long-haul travelers airports in an area are closer substitutes
than for short-haul travelers. Equivalent to leisure travelers vs.
business travelers?
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Comments (3): defining overlapping catchments

@ For long-haul travelers airports in an area are closer substitutes
than for short-haul travelers. Equivalent to leisure travelers vs.
business travelers?

@ Brueckner et al. (2012, unpublished paper) provide a
methodology for deciding which airports warrant grouping in
multi-airport metropolitan areas: the methodology is based on the
comparability of incremental competition effects from nearby
airports on average fares at a metropolitan area’s primary airport
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Comments (4): airport specialization, airport mergers,

and airport privatization

@ Airport specialization
- If there are gains from specialization (e.g., domestic vs.
international traffic), they need to be weighted against the gains
from competition

- What about the specialization in cargo (e.g., MEM)? Does this
have a competition-reduction effect?
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@ Airport specialization
- If there are gains from specialization (e.g., domestic vs.
international traffic), they need to be weighted against the gains
from competition

- What about the specialization in cargo (e.g., MEM)? Does this
have a competition-reduction effect?

@ Mergers
- Do airline mergers (e.g., Air France/KLM) induce airport
mergers (Schiphol/Aéroports de Paris)?

@ Privatization
- Can airport separation work without privatization?
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Comments (5): LCCs and secondary airports

@ Subsidies to LCCs
- You suggest they’re a globally inefficient 0-sum game...

- But a Nash Equilibrium: case of Ryanair (local policy makers
care about surplus in a region and it seems subsidies will last)

RICARDO FLORES-FILLOL (URV) NOVEMBER 2012



Comments (5): LCCs and secondary airports

@ Subsidies to LCCs
- You suggest they're a globally inefficient 0-sum game...

- But a Nash Equilibrium: case of Ryanair (local policy makers
care about surplus in a region and it seems subsidies will last)

@ Airport price discrimination to favor LCCs
- LH used a LCC subsidiary (Germanwings) to take advantage

- Will BA/IB do the same using either IB Express or Vueling?
Probably not in Spain
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care about surplus in a region and it seems subsidies will last)

@ Airport price discrimination to favor LCCs
- LH used a LCC subsidiary (Germanwings) to take advantage

- Will BA/IB do the same using either IB Express or Vueling?
Probably not in Spain

@ Are secondary airports practicing predatory pricing when
competing with major airports?
- They offer lower prices when their costs are not genuinely lower
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Very interesting analysis!
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