AIRPORT REGULATION IN AUSTRALIA
FACT CHECKING THE DRAFT REPORT

Australia’s airports are monopolies and behave as such. With no incentive to charge reasonable prices, their profits
have continued to grow over time, with the ACCC'’s price-monitoring regime powerless to control this. The impact is
felt by every Australian airport user, but especially consumers. The Productivity Commission says the systemis
working fine and doesn’t need to change’, but the evidence says something else. Sensible reform, in the form of a
negotiate-arbitrate regime, is required to facilitate genuine, commercial negotiations with airports.

PC CLAIM:

The threat of regulation constrains airports’
profitability and exercise of market power.

FACT:

Expert legal and economic analysis shows
that the regulatory regime is not working as
it should.?®

This has allowed Australian airports to earn margins more
than double the international average, over a long period. +*

PC CLAIM:

Unable to determine whether airport operators
have systematically exercised their market
power in landside access.

FACT:

9 of the top 10 most expensive
airports in the world for rental car
operators are in Australia,

more expensive than

Heathrow, LAX and Paris CDG.°

PC CLAIM:

An airline can threaten to withdraw
some or all of its services at a particular
airport if it is not satisfied with access
conditions.

FACT:

Network airlines are simply notin a
position to readily withdraw from w
routes.'>"* This was well documented

in multiple submissions to the PC.

PC CLAIM:

The airports that participate in the
second-tier voluntary monitoring
do not have a level of market
power that warrants intervention.

FACT:

] .
I Market power can be measured in
several ways. Tier 2 & regional
airports also exhibit market
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| power in their conduct, including
lack of consultation, negotiating
1 & investment behaviours.'51617
| Consumers are paying the price of monopoly airports at every stage of their journey
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PC CLAIM:

Each of the four monitored
airports has generated returns
sufficient to promote
investment while not earning
excessive profits.
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FACT:

Airports have been
independently assessed as
earning “supernormal profits”
since 2011.° Revenue per
passenger has risen 25% in a
decade.” Operating profits/
passenger in 2017 place
Australian airports well above
global comparators.®
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PC CLAIM:

The arbitration process would be
time-consuming and costly, and
would change incentives for
parties to reach outcomes
through commercial negotiation.

PC CLAIM:

Each party seeks to take
advantage of its bargaining
power. This is normal
commercial behaviour...

FACT:

2017

FACT:

Access to arbitration is
standard practice in the
effective resolution of
commercial disputes, in
many settings.©

Standard, commercial
arbitration methods can
include fixed timeframes
and criteria within their
guiding principles.”

Negotiations are not taking place on a level playing field. Aimost all
airports in Australia exhibit natural monopoly characteristics.

The imbalance in bargaining power between monopoly
suppliers and customers who operate in a competitive market is

well documented.'*

PC CLAIM:

There is little evidence that the monitored
airports exercise their market power in
car parking.

FACT:

Profit margins for car parking remained
very high across all monitored airports -
with some airports making a profit of
up to 70 cents out of every dollar paid
by consumers.'®
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