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Response of BAR UK to the

‘Manchester Airport Price Control Review – Policy Consultation

BAR UK represents over 90 scheduled airlines in the UK, many of whom operate to Manchester Airport.

The opportunity to be involved in this consultation is welcomed, and our responses are provided below.

Chapter 2 - Context for the price control review

Q.1 Has the CAA identified the major trends affecting the air transport market that Manchester will face over the next quinquennium and beyond?

Response: BAR UK has no reason to dispute the CAA’s views expressed in this chapter.

Q.2 What other market or policy developments should the CAA have regard to in conducting the Manchester Airport price control review?

Response: There are very few airports in the UK airports that offer full length runways, and associated infrastructure, with the strength and ability of accepting the largest passenger jets operating to their capacity. 

Manchester is one of select number, thereby potentially placing it in a position of some market dominance for that segment of the air transport market. Consequently, carriers with ultra-long-haul operations would be at a disadvantage should the airport operator decide to abuse its position.

Chapter 4 Regulatory approach

Q.3 The CAA would welcome views on whether the steps proposed by the CAA to minimise the amount of nugatory work emerging from the coincidence of the Manchester review and the Government’s de-designation review are appropriate. Are there any other steps the CAA could take?

Response: The CAA is correct in its assertions stated in Paragraph 4.11 that there are overlapping benefits between the work required for regulated pricing, and that for de-designation. 

It is not ideal that the parallel tracks of Constructive Engagement and potential de-designation offer so little timescale between them. Should not the current control period not have already been extended by the maximum one year permitted by the Airports Act 1986, then the sensible measure would have been to extend matters by another twelve months.

It should be noted that, at the time that it was agreed to the current extension, the forthcoming de-designation process was not in the domain of carriers, and a different position may well have been taken. As it is, the timelines for these parallel processes are very tight indeed.

Q.4 The CAA would welcome views on whether its regulatory approach –as set out (in Chapter 4) – is appropriate.

Response: As the CAA acknowledges, any regulatory approach incurs direct and indirect costs, and can be an expensive exercise.

The proposed regulatory approach, concentrating on market power, may suit the CAA but could prove time expensive should de-designation ultimately not occur. 

The building block process of Constructive Engagement is acknowledged as producing beneficial results. That process does take time and is expensive in more ways than one. It has generally been a successful one for Heathrow and Gatwick airports, and should continue at Manchester.

However, BAR UK thinks that it is inappropriate that other issues, such as market power, and single till v dual till, should be allowed to further confuse matters.

As matters stand, airlines are required to be concurrently active in matters of de-designation, constructive engagement, and possibly other policy issues as well. That is unsatisfactory and, therefore, inappropriate. 

For the time being, and until aspects of de-designation are refined and published, BAR UK proposes that Constructive Engagement should remain the focus of the way forward.

Chapter 5 Competitive constraints facing Manchester Airport

Q.5 Can Manchester Airport set its charges to airlines in a way that results in lower charges to more price-sensitive passengers and/or airlines, whilst also setting higher charges to less price price-sensitive passengers and/or airlines?

Response: We are still unclear, and unhappy, as to the motivation of this scenario.

Airport facilities are expected to be the same for all travellers, regardless of class of travel and purpose of journey. 

It is also very unclear how the airport operator would segment the market and apply different charges. For example, many leisure travellers now travel in the business class, and many business travellers travel in economy class.

However, no objection exists to the much clearer tactic of offering incentives to potential travellers from specific catchment areas that the airport operator may wish to employ.

 Q.6 What is the appropriate definition of the market, or markets, within which Manchester Airport operates?

Response: The detailed work of Chapter 5 shows just how complex the definition of the market catchment area is.

As spelt out, the public ultimately chooses, using criteria that include choice, destination, duration of flight, length of travel time to the airport, and ease of travel to the airport.

However, the market not only includes the travelling public, but also current and potential airline customers. To that extent, BAR UK refers to the comments it made in response to Q.2, concerning full length runways.
Q.7 To what extent can charter operators relocate their services, in part or in full, from Manchester to other alternative airports? What factors affect the ability of these operators to relocate their services, in part or in full, between airports?

Response: BAR UK, is an association for scheduled airlines, so offers no comment on behalf of charter airlines.

However, the question has not been asked of the scheduled airline community, and one wonders why not?

Unlike charter airlines, the market for scheduled carriers is not just based on Manchester-originating traffic, but also from the other ends of the routes. Consequently, there is a greater inflexibility in moving away from Manchester to alternative airports.

This is due to the market mix eg business, leisure, conference and meetings etc, so is much more driven by the city of Manchester and its environs than the charter market probably is.

The airport operator can, therefore, be considered to be in a more dominant position than might be expected.

Q.8 To what extent are cargo airlines able to relocate their activities between different airports? What factors affect the ability of these operators to relocate their services, in part or in full, between airports?

Response: BAR UK points out that the great majority of cargo at Manchester Airport is likely to be carried as freight on scheduled passenger aircraft, rather than all-cargo flights. 

The question, therefore, is possibly mis-posed, as it assumes all-cargo flights.

Question7 above states that scheduled carriers enjoy less flexibility to move away from Manchester Airport than their charter counterparts. For similar reasons, this also applies to the cargo market.

Freight requires its own infrastructure, not least warehousing and a Customs presence.

Splitting the passenger and freight segments off the same passenger aircraft is simply not an option.

Chapter 6 Regulatory proposals

Q.9 The CAA would welcome views on the analysis of the costs and risks associated

with regulation. In particular, do consultees agree that the distortions potentially

caused by regulation extend beyond the regulated business when it is operating

within a potentially competitive market?

Response: The question is understood, but it is felt that the other side of the coin should be explored by the CAA just as much.

The concerns of the airlines are that the lack of regulation could result in distorted prices to them. Should that occur, then such distortion immediately adds significant costs to those carriers who are not easily able to move away.

Q.10 Are the options identified above the right options? Are there other options –

consistent with the CAA’s statutory framework – which the CAA has not identified?

If so, what are they?

Response:  BAR UK does not disagree with the options set out in Paragraph 6.18, and does not offer any others for consideration.

Q.11 Do you agree with the assessment of the options set out [in chapter 6]?

Response:  BAR UK does not disagree with the options set out in Chapter 6, and does not offer any others for consideration.

Q.12 Are there further considerations that the CAA should take into account in

considering the relative merits of the options set out [in chapter 6]?
Response:  It is accepted that regulation does carry costs, much of them hidden.

However, the difficulty that carriers have is that the issues concerning de-designation are unclear.

It is unclear what would happen if the ownership changed, and it is unclear how quickly an airport could be re-designated, should circumstances so require. It is an imperative that the processes for de-designation, and re-designation, are promulgated within the consultation document.

BAR UK looks forward to contributing to those consultations.

Chapter 7 Scope of regulatory charges and regulatory till
Responses to the questions posed in Chapters 7 and 8 may elicit differing views from within the BAR UK membership, so no consensus views are offered in this response.
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