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The Response of 

The Board of Airline Representatives in the UK (BAR UK) Ltd  

to the

Consultation on the Status of Manchester Airport

INTRODUCTION

BAR UK represents 96 airlines with business operations in the UK, of whom approximately 30 of them operate services at Manchester Airport.

The opportunity is welcomed to respond to this formal consultation.

BAR UK provided an initial response to the earlier enquiry that took place, and this was then by supplemented by additional information at the request of the CAA.

These two responses now form Annexes A and B respectively to this document.

Prior to providing our response below, BAR UK wishes to make it clear that it holds the management at Manchester Airport in high regard. It has been both constructive, and transparent, in the dealings it has had with them through the Constructive Engagement process.

RESPONSE

1. Criterion 1 (Market Power)

BAR UK contends that, in respect of scheduled airlines, Criterion 1 applies as Manchester Airport exercises very considerable market power.

1.1 The CAA’s analysis of market shares and power was focussed on the departing charter market which, it is acknowledged, has more flexibility in selecting its point of departure.

1.2 The needs of the scheduled airline revolve around the inbound, as well as outbound, market, allied to the infrastructure required to handle passengers and freight.

1.3 In respect of ultra-long-haul carriers, Manchester Airport is the sole airport between the South East of England and Scotland that has the marketplace, the runways, and the infrastructure required for such operations.

1.4 The experience of airports in Canada being de-designated has resulted in costs to airline customers rising dramatically.

1.5 Should the ownership of Manchester Airport change, and it is evident that market power abuse is occurring, the process, and time scale, of re-designation, is very unclear.

1.6 Annexes A and B provide more details on these concerns.

2. Criterion 3 (Costs of Designation)

It is acknowledged that designation does add costs to the process, but these costs apply to airline community as much as the airport operator.

It is understood that the CAA believe that the Constructive Engagement process has, overall, been effective and beneficial, and that the information streams and work groups would benefit by continuing the working relationships between both parties.

In view of that, and the possible implementation of EU Directive on Airport Charges, BAR UK queries the wisdom of de-designating Manchester Airport if it may, effectively, have to be re-designated.

CONCLUDING REMARKS

The Secretary of State has determined that the three stated criteria need to apply before designation would be required. It is, therefore, difficult to make a formal objection when having concerns about two of them, but not all three.

However, the Secretary of State is respectfully requested to fully understand the concerns expressed by BAR UK before making her decision in respect of de-designation, and to also publish firm and clear guidelines on the process, and speed, of re-designation.

As ever, BAR UK remains committed to constructive dialogue on this matter, and will welcome any enquiries arising out of this response.
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Annexes A and B follow.

ANNEX A

                                  Response of BAR UK

to the CAA’s request for information ‘Economic regulation of Manchester and Stansted airports – request for evidence and analysis’

BAR UK represents over 90 airlines with business operations in the UK, welcomes the opportunity to respond to this enquiry.

We are also aware of the parallel consultations by the Department for Transport, and the CAA, in respect of de-designation and will be responding separately to them.

For the purpose of this enquiry, BAR UK offers these points.

1. Change of Ownership

In addition to assessing market share of an airport, by measuring its share of the throughput of a group of airports in the same region, cognisance also needs to be given to what could happen once ownership changes.

It could be that a group of disparately-owned airports now is owned by a single organisation in the future. That would have the ability to substantially increase its market powers.

2. Operating capacity and infrastructure 

The operating capacity and infrastructure of an airport can provide market power.

In the case of Manchester, it has two long runways, fully capable of accepting the largest passenger-carrying aircraft, and has the associated infrastructure to support such flight operations.

That infrastructure includes airfield facilities, such as strong taxiways and correctly-angled taxiway fillets, full-size aircraft stands, and adequate passenger and cargo handling infrastructure.

Should the airport-operator abused its market power, those carriers operating long-haul services do not have ready access to an alternative airport. There is no viable alternative in NW England. 

Operationally, the alternatives would probably be London, or Glasgow, neither of which is in a position to serve that long-haul market that exists for direct flights to Manchester. 

Consequently, the options that face them are to comply with the conditions of the airport operator, or to cease operations. 

3. Less ability for schedule carriers to relocate

The market power for an airport is probably stronger against scheduled carriers than it is for charter airlines. Why?

Because, unlike the charter airlines, scheduled carriers service distinct outbound and inbound markets. Passengers and freight that needs to go to Manchester will generally want air services to Manchester Airport, because it provides surface connections to both the city itself, and the surrounding catchment areas. 

Relocation to another airport might retain some of the UK-originating travellers, but an inbound passenger needing to go to Manchester is not likely to accept Liverpool or Leeds airports as a practical alternatives.

4. De-regulation elsewhere

Reference is made to the experiences of airlines in Canada. 

Whilst nominally not-for-profit entities, Canadian local airport authorities are nevertheless free to determine their capital spending and to collect funding required in this regard through their aeronautical fees and charges.  Their fees are thereafter not subject to any form of regulatory control or oversight.

While the results of this experiment have at times varied, some have resulted in unacceptable results.  For example, Toronto-Pearson airport currently has the highest landing fees in the world as a result of a $5 billion CAD spending spree over the last decade. That airport has been the source of considerable complaints by IATA.

Airports such as Winnipeg and Edmonton also have ambitious development plans and are assessed as quite likely to meet the scenario encountered at Toronto.

Please feel free to contact BAR UK for any further information.

ANNEX B

Supplementary response of BAR UK in respect of

Economic Regulation of Manchester and Stansted Airports – request for evidence and analysis

This supplementary response is made in respect of a request from the CAA for further information, dated 15 May 2007.

BAR UK thanks the CAA for its letter, and is pleased to provide further information as set out below.

Preamble

BAR UK’s original response expressed concerns in respect of:

1. the inability of scheduled long-haul carriers to relocate to another airport in the NW England,

2. the fact that scheduled airlines of all types and sizes cater for the inbound market that has developed for Manchester, and which does not wish to travel to other airports in the region.

It is these two aspects, rather than cost in itself, that concerns our member airlines.

Although the CAA’s enquiry also includes Stansted, just a handful of BAR UK members operate to that airport, so our concerns are expressed solely in respect of Manchester Airport.

With these points in mind, our response to the points requested by the CAA in the request for further information now follows.

1. Airline switching costs

As an industry association, we are not privy to the actual costs incurred by carriers. However, it is possible to highlight some of the major issues incurred that do have costs attached to them.

The core elements of a scheduled carrier service are likely to include:

· Passenger service staff – either directly employed, or agency.

· Apron/ramp handling staff - either directly employed, or agency.

· Ground handling equipment eg aircraft tugs and tow bars, steps, scissors lifts and other ancillary equipment

· Aircraft catering facilities

· Desks and office space in terminals, with appropriate computer installations.

· Self-service check-in kiosks

· Passport swipe readers

· Passenger lounge facilities

· Adequate refuelling facilities and equipment.

The above list is not exhaustive, but illustrates some of the key issues to be addressed by scheduled airlines if they wish to relocate.

That scheduled airlines can relocate, and do, is not disputed. However, the larger the aircraft, the more demanding the equipment required for it. 

That Manchester Airport is served by a wide range of airlines with large aircraft makes its viable for ground handling companies to have the required equipment. However, costs would dramatically increase for any airline that chose to relocate, and found its flights were the only ones that required specialist equipment.

For example, more powerful aircraft tugs and tow bars, and higher aircraft steps, would be required to handle Airbus 330/340 and Boeing 747/777 aircraft than would be needed for Airbus 320/Boeing 737s.

2. Barriers to reducing frequency

Reduction of frequency has different results, depending on the type of route.

For example, scheduled short-haul routes tend to require regular frequency on a daily basis, whereas once a day may be considered very adequate for a long-haul scheduled airline.

A reduction in frequency for a short-haul airline may bring a reduction in flight operating costs, some reduction in ground handling costs but with little or no reduction in staffing costs. 

In respect of aircraft deployment, a UK-based airline has the option of either changing the range of city-pairs that it serves, or of using some of its capacity out of other airports.

A foreign-based carrier is less likely to change its city-pair basis, as it’s based on an inward operation. It is this point about the inward market to which reference was made by BAR UK in its initial response to this enquiry.

An inbound market to Manchester, and much of its environs, simply has no wish to go to an alternative airport like Liverpool, which is located at the western extremity of the region. Similarly, other airports like Birmingham or Leeds would also not prove suitable.

The point being made is this. The CAA’s well-written thoughts in its document, ‘Manchester Airport Price Control Review’, do seem to be predicated on the outbound charter passenger market. The scheduled airline market has many different attributes, and the CAA is asked to take these much more into account in its deliberations than it appears to have done.

3. Costs incurred when routes are terminated

The decision to terminate a service, or even a base operation, is a judgement based ultimately on the scale of savings made, costs saved, and/or gains made by the deployment of aircraft elsewhere.

Termination costs can be expected to be incurred in respect of:

· Ground staff redundancies

· Flight crew redundancies

· Penalties relating to contracts eg. Ground handling, and terminal facilities

Those termination costs could be offset by the costs that would have been incurred by retaining the status quo, and indeed from any future cost increases incurred, eg increased airport charges.

4. Costs incurred when routes are commenced

In addition to airport charges, and the costs for all of the items shown in Section 1 above, scheduled airlines can be expected to incur a range of promotional costs.

These often include:

· consumer and travel industry advertising

· launch functions at each end of the route

· familiarisation trips for agents and commercial guests.

5. Sensitivity of airline profitability to changes in costs

The travelling public is very price-sensitive, and seeks either the lowest possible cost, or a fare that offers value for money.

Airlines are simply not in a position to simply pass on their cost increases to the public. That was most visibly illustrated when the Chancellor of the Exchequer chose to double Air Passenger Duty at short notice. Despite being within their rights, it was impractical, and insensitive, for many scheduled airlines to collect the extra amounts. 

6. Long-haul scheduled flights

BAR UK reiterates the point made about the lack of airport choice for many ultra-long-haul airlines.

Those airlines that wish to operate their long-haul aircraft to their fullest possible range and payload have a very restricted choice. This is due to the runway lengths required, the load bearing of runways, taxiways and aircraft stands, and the angles and widths of the taxiway ‘fillets’ that connect the runway to the taxiway.

Within England, and outside of the South East, the sole practical option is Manchester. Otherwise, the operational option is probably Glasgow Prestwick

Recognition is given to the fact that long-haul flights do exist at many other UK airports, but they are generally operated by either smaller aircraft or at the less extreme distances.

As also stated in our original response, these carriers have an inward passenger and freight market. The passenger market in particular is simply not interested in going to Birmingham, Leeds or Doncaster when it wishes to go to NW England. 

BAR UK is grateful to have had the opportunity to provide this supplementary information, and is happy to offer any further information or clarity that may be required. 
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