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SR=NlINgvatisation commoen now- London, 1980s,
\lbrfflllcrﬁ

- Peirifel o] vatisation (Vienna, Dusseldorf,
| _ar__mf' g) '
~ = Prive -operators (London Luton)

~ s Private terminals (US, Australia)
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Mlosit gl ,ﬁ 0) ~.|rports javera locational monopoly
ome S5C e e for hulb competition (US, Europe,
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ST C Qfﬁé ) |t|on petween airports for low cost
.- fg;f," 1ers (LCCs)

= =.0. Charleroi vs Brussels

| *4fompet|t|on not strong enough to discipline
- pricing

® Regulation of some form necessary
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2l tyjpes Infplacerfor airports
gltiss ”msterdam Dusseldorfi, Sydney pre 2002)
J\/é\ F excess Investment, high costs

regulatlon e.g. price-caps (Australia pre
ndon Hamburg)

ﬂt but peses problems for investment, quality and
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~——» PFice monltormg (Australia since 2002)

- = \What is poor performance? Are sanctions strong
enough?
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REGlatior “critically alters the incentives
for mve» ment

- Cosit|] us regulatlon excessive
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JﬁJ:F Stiment, “gold plating”, “marble halls”

" ncentive regulation- too little investment,
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AEONOEStion- faced by the users, not the
rlJroorr does it have the fight incentives to
racll r_: (15?7

J:'f controls on alrports (London,
Eran kfurt)- does anyone have an incentive
to provide more capacity?

'° Environmental limits to operation and
expansion
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ARUISIMEANS that government/regulator have a big say
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Stnellerin: gstments- can allow for these In the price
jormuias(Australia to 2002)

=EREC L"'"“. still'has discretion- price increases to fund
e Im:\? ment /may be permitted

‘_ - egulator evaluates and approves major investments,
‘: — APpProves price rises

- ® | ondoen Heathrow- price increases to fund Terminal 5

® Regulated airports only have minor discretion over
Investments
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WHEIRSCOPE IO CONtIacts between airlines and' airports?
Usizel gl Us Frankfurt
Werlks Qc‘: W|th few' main users

C royg} ubsidisation- will airport use one airport
(rlerzt row) to fund expansion of another (Stansted)?

| .:E:he; e %capacuty get provided at the right place?
"’*\7\7hat guarantee that quality provided will be right?
- LCCs want only basic, cheap, facilities

~® |nvesting to accommodate the A380- who pays?
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WVIENYAISK ISSUES the same as for other
IFfrais et tUre

SMWHENSBESE at handling specific risks- public or
orJv'ltf‘ﬁ sector?
Can ‘risks be identified, allowed for in contracts
;__c = egulatlon’?

sks of changing government policy- especially
-~ on the environment

- = Regulatory risks- opportunistic regulators and
stranded assets (big sunk costs)
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CERtIVE _égulatlon Impoeses high risks on firms,
woeurlll v vhen they: are highly geared

REQL lswe ‘sets fixed prices, which do not vary with the
S PErformance or changing circumstances
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Tihe Tﬁfm keeps all the profits, or faces all the losses
= -:TNhen circumstances are volatile (Asian financial crisis,
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— ‘Q’ 11 Ansett collapse), returns become very volatile
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SOIIENEOLIators move owards cost plus
raofufen FJG weakenlng the Incentives

Wiies) e ées @CCcUr, governments drop or modify
regljlc oNn

o q_t,ﬁ urg Alrport, UK Air Traffic Control after
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- |ﬂ Australla— Ansett collapse, 9/11 caused a

";- “crisis for airports- government modified
regulation(2001) then replaced it with

monitoring (2002)
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- Handl]_m_g” ISKSFAES p'r'oven a real chaIIenge for
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= Orten m ved towards cost plus regulation

> YWajel Lbest placed to bear these risks- airports,
e 2l m‘es pPassengers?

s:::?'!" Jave airports been too highly geared?
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' ‘—;'De3|gn regulation which handles unexpected

: circumstances more flexibly, yet preserves good
Incentives?
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- Wielag F“P ge of options for terminals

r flnanC|aIIy from rest of airport,
n Indivisibility

— t rminals at public/community
fairports (US; Australia pre privatisation)
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e Airllne or investor owned
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[BVENa Stiong INCeEntiVe torget
VESE m‘ I/quallty right

l\/lrve aicommitment to the airport by sinking
COSIESIE .|t

= -~1‘_‘_‘J c. |ve 1o operate efficiently

_ -;Competltlon policy concerns- incentive to keep
~ competitors out

= Has been a problem- e.g. Australia after
deregulation of airlines in 1990
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SNeZiNbringl finance and expertise (e.g.
r\mJLerrF’ 11 Schiphol, BAA)

WH;lE e rket power do they have?
- G Oﬁ_ﬁ etmon petween terminals?
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:i- dhey- two owners, both with market power
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": s ionopoly element- gives rise to same problems
- as airport monopolies

® May enter contracts with airlines
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Velraiyoiieli 'e'r'ent' forms of private sector
mvolvem I alrports, but full/partial
ornglzJ;z—a dominates
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= Can n ve private investment of parts of the
;:;: em-e.g.. terminals
Private airports or facilities are typically subject
= "“'“t@ some types of regulation

- ® Regulation varies a lot, but there Is a preference
for incentive regulation, with some compromises
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o ey e JJoerrr/ér GINTGSHIAVESTMERtSIrEmains:
IENJOVE JAMENt or regulator, not the airport or
VESTor

Trie ks ts I rlsk allecation/management Issues
rnrJ'“ BUt regulation poses additional ones

= Jcentive regulation imposes high risks on
rrports yet to be sorted out how to handle
these pest

s |t has been easier to achieve private investment
In the terminals segment, though these often
raise most of the issues present with airports as
a whole
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