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AER PRELIMINARY STATEMENT ON 

THE MEMORANDUM TO THE COMMISSION: 

COMMUNITY GUIDELINES ON FINANCING OF AIRPORTS AND START-UP AID TO AIRLINES DEPARTING FROM REGIONAL AIRPORTS
Document adopted by Committee C in Ponta Delgada, Azores, 6 May 2005

Foreword:

The Assembly of European Regions (AER) wishes to point out that, due to the short period of time available for consultation, this position paper is a preliminary statement, and that the reflections expressed in it will be developed further in the framework of the AER Regional policies Committee (Committee C) and its working group on regional  airports.

General comments

Regional airports represent a key tool for citizen mobility and the sustainable economic development of many Regions of Europe. This was clearly demonstrated in a report  published by the AER as early as 2001. The role of regional airports, in particular under-used airports, has increased with the development of low-cost carriers. Indeed, the exponential development of low-cost carriers in Europe has allowed for the creation of a new network of interregional air connections. This network has an undisputed regional dimension: it facilitates region-to-region connectivity, supports citizen mobility, encourages economic development and employment, promotes tourism, aids the regeneration of peripheral and less-developed regions, in particular, and thereby has a positive impact on economic, social and territorial cohesion in Europe. 

The decision of the European Commission in the Ryanair/Charleroi case has created a climate of uncertainty not only for low-cost carriers but also for regions and their airports: the soundness of investments made by both the regions and the carriers was put into question under the European competition and state aid rules. This decision could result in the disintegration of a successful interregional air transport network and could jeopardise the further development of regional airports. 

From the beginning, we have therefore called upon the European Commission to work together with the AER in formulating  EU guidelines on state aids granted to airlines by regional airports, in order to redress the climate of uncertainty created as a result of this decision and to ensure the further development of regional airports. 

For all the above-mentioned reasons, the AER welcomes the publication of draft community guidelines on the financing of airports, as well as the consultation procedure that was launched on this document, and would like to submit the following remarks and recommendations to the European Commission:

The AER expresses its satisfaction regarding:

· the clarification provided by the guidelines on the role of public authorities in the provision of key infrastructure to enable a better utilisation of interregional connections in the transport system

· the recognition by the EC of the specific nature of regional airports in the aviation industry. Regional airports are indeed operating in totally different conditions than larger and hub airports: the differentiation made by the EC in the draft guidelines therefore goes in the right direction

· the acknowledgment by the EC of the crucial role played by airports, and in particular regional airports, not only as providers of infrastructure, offering a solution to the congestion of big airports (item 79), but also as service providers and commercial operators, promoting economic, social and regional cohesion within the EU (item 11)

Furthermore, the AER shares the viewpoint of the EC on the need for:

· transparency in negotiations and for non-discrimination between airlines ( par. 92k of the draft guidelines)

· a sanctioning mechanism to be implemented in all cases in order to protect small airports against the predatory behaviour of airlines (par. 92m of the draft guidelines)

However, the AER has always underlined that the guidelines, although necessary, would need to be flexible and adapted to Regions’ needs. With this in mind, the AER expresses the following concerns on the draft guidelines:

1- Legal status and objectives of the guidelines: The memorandum on the draft guidelines is totally unclear regarding the legal status of the guidelines. This could have the consequence of prolonging the current uncertain climate engendered by the EC decision in the Ryanair / Charleroi case, without solving the problem that has been created. In addition, it is not clear what the Commission’s intention are with respect to the scope for State aid to airports: are they simply meant to provide for more transparency in this regard, to extend the possibilities for State aids or, conversely, to limit them? 

2- Implementation of the Market Economy Investor Principle (MEIP): the draft guidelines are based on the implementation of this principle, which is hardly explained in the text. Indeed, only one paragraph (33) refers to this key principle. This might lead to a misinterpretation of this principle and to regional airports being attacked on the basis of the misapplication of state aid rules.  

3- Limit of 5 years for start-up aid (par.92e): The reasons for this particular time limit are not explained or justified in the draft guidelines. For the AER, allowing a maximum duration of 5 years for start-up aids to regional airports could endanger the Regions’ long-term investments and their sustainable economic development. Indeed, imposing such a time limit would weaken the bargaining power of regional airports towards airlines, by indirectly increasing the risk run by the latter. Airlines might therefore chose to provide their services at larger airports, where the risk is more limited, and abandon regional airports. This would be counterproductive in regard to the EC’s objective of limiting congestion at large airports and promoting the competitiveness of all European Regions. In addition, this provision could put existing agreements between regional airports and airlines - which are usually concluded for an average period of 10 years - at stake. 

4- Limitation of aid intensity to 50% for start-up aids ( par. 92h): Regional airports, in particular in peripheral areas, might need to cover a higher degree of risks to attract airlines. Therefore the limitation to 50%, a choice that was not explained in the draft guidelines, might be counterproductive

5- Limitation of start-up aid to new routes and new frequencies ( par. 92d): Limiting aids to new routes and frequencies could, despite deregulation, have the undesired effect of protecting those carriers that offer a low level of service, by discouraging competitors and providing the carriers already in place with the feeling that they have a monopoly on that route. The decision to limit aid to routes from regional airports to major hubs is to be questioned, as these routes are likely to be the be in greatest demand. 

6- Prior notification of start-up aids ( par. 92): imposing prior notification of start-up aids would represent an administrative burden for regional airports, whose management and administrative capacities are often limited in comparison to larger airports. Such a provision would increase the waiting period for the receipt of clearance and lead airlines to cease the provision of services at these airports. 

The AER therefore urges the European Commission to take these concerns into account by giving full consideration to the following recommendations:

1- The guidelines must aim to ensure and facilitate competition, not to impose rigid rules aimed at regulating a market that is constantly evolving. The AER therefore recommends that an impact assessment be carried out on the practical implications of the guidelines. It further recommends that the guidelines, once  defined in a true partnership between the EC and all relevant stakeholders, be regularly revised - for instance on a two-yearly basis - in order to reflect the evolution of airport industry.
2- The guidelines must be much clearer about the MEIP and on the way it applies to regional airports. Indeed, if the MEIP is satisfied, the state aid rules, and therefore the guidelines, should not be applied. It is therefore crucial to clarify the MEIP and the conditions under which it is satisfied, in order to ensure that this principle is not abusively misused to attack regional airports. The AER therefore recommends that the guidelines clearly specify the meaning of the MEIP, by stating what kind of incentives comply with it and do therefore not constitute State aid. 
3- The guidelines must not only recognise regional airports as a separate category but truly acknowledge their specific nature and various needs. As a matter of fact, the discrepancy of circumstances between airports, whether these are national, regional, peripheral, public or private, makes the task of defining ‘normal operating conditions’ rather difficult. Regional airports must therefore be granted the freedom to negotiate with airlines in a manner that enables them to attract carriers and to negotiate on terms that take their needs into account. As a consequence, the AER recommends that any time limits for the provision of start-up aids be applied flexibly.

4- The guidelines should adopt a truly flexible approach, in recognition of the diversity of circumstances in which regional airports operate. For the same reasons as mentioned under 2, the AER therefore recommends that the 50% limit for aid intensity be revoked and that Regions be allowed, on a case-by-case basis, to decide on the degree of aid they provide. 

5- The guidelines must not only take into account quantitative indicators but also qualitative indicators when assessing the compatibility of aids with the common market rules.  Some regional airports might be willing to enhance the quality of existing routes by changing their service providers on the particular route. The AER therefore considers the limitation of aid to new routes and new frequencies as too rigid and recommends flexibility in the application of this principle. It recommends the same flexibility regarding public aids for routes from regional airports to major hubs, which are often the most viable in the long term but may require start-up aids. 

6- The guidelines must not lead to a further administrative burden for regional airports, whose administrative capacity is more limited than that of hub airports’. The AER therefore recommends that the need for prior notification of start-up aids at regional airports be revoked. 

In addition, the AER confirms its full support to the recommendations of the European Forum of Regional Airports on the draft guidelines. 

The AER calls upon the EC to take account of these first recommendations  when revising the guidelines, in order to ensure that these guidelines do not undermine the conditions for the further development of regional airports. The AER would welcome the opportunity to work with the EC on the production of a revised set of guidelines. In this context, the AER asks the EC to specify the timeframe for the production of revised guidelines after the end of the consultation. 

The AER General Secretariat (Agnès Ciccarone, Executive Secretary to Committee C: a.ciccarone@a-e-r.org) remains at the disposal of the EC services to provide further clarifications on the AER position on the draft guidelines. 

First statement produced in Strasbourg, on 28 February 2005
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