13 April 2011
The Commissioner
Economic Regulation of Airport Services
Productivity Commission
GPO Box 1428
CANBERRA CITY ACT 2601
Dear Commissioner,
Please find attached the RAAA submission to the Productivity Commission Economic
Regulation of Airport Services Public Inquiry.
If you have any questions or require any further information please do not hesitate to
contact me.
Yours sincerely

Paul Tyrrell
Chief Executive Officer

Serving regional aviation, and through it, the people and businesses of regional Australia
Unit 11, 26-28 Winchcombe Court, Mitchell ACT 2911
ABN: 23 008 568 054 Telephone: 02 6162 0305 Facsimile: 02 6162 0308 Email: office@raaa.com.au Website: www.raaa.com.au
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“At the moment it is quite dire. There are substantially fewer regional airlines than
there were 10 years ago, and I would say in 10 years time there will be
substantially fewer again. The smaller operators have been financially pushed
out of the business. Many, many towns in Australia that used to have a service
no longer have a service. We are one of the few airlines, along with Sharp, that
have reintroduced services to towns, for example, our Cobar service. But that
is not the norm. A lot of small towns are losing their service ”
          

“A trend towards larger aircraft has seen a decrease in both the number of
regional airports served and the number of airlines and flights serving them.”


                   
              




          
          
          

              







    


          
         
             

              




  
           



            

             

           
             
         
             


              


              


           
         


    




           
             
            

            
         
             
             
            
           


            

          
          


           
           

            

              


            








    





“Airports are, within their relative geographic markets, natural monopolies, and it
is important to prevent abuse of market through excessive pricing” 
           



            
              


             
             





           
           


“an unconstrained airport can be expected to set excessive aeronautical charges,
and the airport may deliver lower levels of quality, and delay investment. Also,
an airport operator may undertake unproductive activities due to a lack of
external pressures on the business (socalled Xinefficiency), and rent seeking
behavior”
    


    

           
             
           

             
         

          

 
          

            

             

 


           
        

 

           
          


           Management of Airport
Leases: Follow up
“Between 1997 and 2003, 22 Federal Airports were privatised raising more than
$8.5 billion in Commonwealth sale proceeds. The airports privatisation program
involved leasehold, rather than freehold, sales. As a result, the Commonwealth
has an ongoing interest in airport operations, both as landlord and because 21 of
the 22 airport sites revert to the Commonwealth at the conclusion of the Airport
Lease.”

    


             


“significant attention is now being given to post sale management of leased
Federal Airports. This reflects the extent and significance of the Commonwealth’s
rights and obligations under the sale documentation.”
            

            

            


            
              

            


           
             
           
              
             


           


            
          




    


          
           

            

            


 

            

 
            


             
         


         

          



               

           







    

 
“Most regional airports handle relatively small volumes of passenger traffic, have
lower levels of demand than larger airports and are serviced by a limited number
of carriers. These characteristics limit their market power and lessen the case for
a form of price intervention.”


             
               
            
           
          


           
              
            




“The Government’s position is that the primary purpose of the federal leased
airports is aviation. The Government accepts that the federal airports will
continue to identify opportunities for nonaeronautical land use and commercial
developments on airport sites. However these alternative uses should not be
allowed to compromise or constrain the ability of an airport to undertake its core
aviation business. A nonaeronautical development will only be consistent with
the airport planning framework where it places no unnecessary restriction on
aviation at the airport.”
             

 


        

    

             

           
          

            
          

           

“During strong westerly winds TURB may be experienced in touch down area
LDG RWY 35”

              




              
          
             

              
           
              





“Incentives to invest in Australia’s airport infrastructure are balanced with fair
pricing and transparency.”




    

            




             
            


          
         

            


              
          



              




            




              

          

         


    

         
           
           

            

            
              
          

              

          
       

        
          

            
          

            

           

 

 


            
            


            


    

           
              
  
            
              




          
           


“Over several years, airlines have raised concerns about unsatisfactory
levels of service at Sydney Airport. Over the same period, prices and
profitability continued to increase. The monitoring results, when
considered within the context of the airport’s market power as well as the
incentives and ability to use that market power, point to Sydney Airport
earning monopoly rents from services provided to airlines.”
              

          
            

 
          
             
           

           

         





    


              


              
           


          

   

 
 
 


              





             

           









    



            
           


            



           

           

           
            

          
           



            



            
           
           


          




    






              
         


          






        

            
         





“regulatory stability is important for airports as they make longterm investment
decisions”







    

            

          
              
              
           


“Airlines may be reluctant to undertake sunk investments for fear of opportunistic
behavior by the airports.”
           

            

          




              
          
  
            

           

          
          








    

           
           
          
            


















 














 


 

 







































             

           



             



          


    


            





            
              


Aeronautical services, for the purpose of declaration, could be defined as
services, provided by an airport, that are being used for the operation and
maintenance of civil aviation services.

           
            



           




          
        

 






    

           
            
 
            
             

              
             
            
            

          
          

               
             

          


          
           
          



           
          

      
             





    



“not all airlines have countervailing power in negotiations with the major airports
sufficient to constrain any exercise of market power. In addition, the general
provisions of Part IIIA do not present an effective constraint on the behaviour of
the airports given the considerable time, costs and uncertainty faced by airlines
seeking declaration”.
           
          
             
            

           
            
             
            
              
            








    



              

      










         
           

 

            

 
    








          

 

          


            

            
         
         


           

    

          
       

 
          

        
         

           

 




          
           

            
        

          


         
        

            
           
          





    

             
           

             
             
  
        



“deemed declaration under Part IIIA to be the most appropriate regulatory
option for constraining those airports that exercise market power in the
provision of aeronautical services. This approach would encourage the
airports to behave as if their activities were carried out in a competitive
marketplace.”

           
         

            


          
         


         
           


           

            


    




            
  






    

