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Question 1:
What is the purpose ofWhat is the purpose of
independent economic

regulation?
To correct 

social 
market

Protect 
particular 
i t tmarket 

failures?

Protect
Prevent 

To correct

interest 
groups

Protect 
consumers 
against the 

prices rising 
above costs 

when 

To correct 
environmental 

market 
f il ? risk of abuse 

of market 
power?

capacity is 
scarce?

failures?
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power?



Question 2:Question 2:
Which airports should

be subject to independent
i l ti ?

All 
airports? No airports?

economic regulation?

airports? p

Airports of
Airports that 

?
Airports that 

enjoy a 

Airports of 
a certain 
size, e.g. 

are hubs?

degree of 
market 
power?

turnover?

Slide 3Gateway Airport Investment and Development of Airline Services for 
a Global Economy – Tuesday, 26th May 2009

power?



Question 3:
What degree of marketWhat degree of market
power warrants ex ante

price & service regulation?

Any Dominance 
in themarket 

power? Dominance that 
can’t be dealt with 

in the 
market?

by general 
competition law?
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Question 4:
Which airports should be subject toWhich airports should be subject to
ex ante price & service regulation?

Regulated Regulator is 
‘ id d’airports 

are 
identified Regulator has 

f

‘guided’, e.g. 
by 

Government?identified 
in the 

relevant 
statute?

flexibility to apply 
regulation where 

necessary, reflecting statute? y, g
variations in market 

power across markets 
and over time?

Slide 5Gateway Airport Investment and Development of Airline Services for 
a Global Economy – Tuesday, 26th May 2009

and over time?



Question 5:
H i i i th t t f l ti ?How can we minimise the net cost of regulation?

… through a clear and stable framework:g

•Give regulator a clear statutory objective to protect 
consumer interest from abuse of market powerconsumer interest from abuse of market power

•Avoid giving the regulator other (potentially 
conflicting) objectives e g on financing social orconflicting) objectives, e.g. on financing, social or 
environmental matters
•Establish independence of regulator to insulate 
airports from – often short term – political pressure
•Ensure regulatory authority complies with better 
regulation principles & is properly accountable
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regulation principles & is properly accountable


