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EUROPEAN COMMISSION CONSULTATION ON 

COMMERCIAL SLOT ALLOCATION MECHANISMS

DRAFT POSITION OF THE ASSEMBLY OF EUROPEAN REGIONS

Regional airports represent a key element for the sustainable economic development of Regions, in particular insular and outermost Regions. For this reason, the Assembly of European Regions (AER), the organisation representing the interests of over 240 member Regions throughout Europe, decided to set up an ad-hoc working group on regional airport issues within its Committee C on ‘Regional development’.  This working group, set up in 2001, began its work with the production of an analysis of the positive impact of regional airports on the regional economy. The group recently shifted its focus to the opportunities offered by low-fare airlines for regional secondary airports. 

The intention of the European Commission to modify the Regulation for slot allocation, through the introduction of a commercial slot allocation mechanism, will have an impact on all airports, including regional airports. For this reason, the AER decided to take part in the consultation organised by the European services on this issue. 

The AER has decided to focus its contribution on the possible impact on regional airports of the introduction of specific commercial slot allocation mechanisms as suggested by the EC, namely the mechanisms of :

· secondary trading

· primary trading via auctions of pool slots

The Commission services underline themselves in their consultation paper that the introduction of a commercial slot allocation mechanism must be ‘scrutinised against the objective of maintaining fair competition between (those) airports’ (item 3.5.). However, the AER doubts that the above-mentioned mechanisms would really contribute to achieving this objective. 

Indeed, as stressed by the Commission itself, ‘the … air carrier offering the highest price buys the slot’ (4.1.3.) and ‘the basic principle of this allocation mechanism (auctions of pool slots) is that slots will be allocated to the air carriers that are prepared to pay the highest price’ (5.2.2.). In other words, both procedures will effectively result in increased prices for the most popular slots. One of the possible consequences of this price increase could be that the air carriers with the highest purchasing power offer more money to keep their more important slots – i.e., the ones which bring the most benefits – while abandoning less beneficial slots at secondary or regional airports. New entrants or smaller airline companies could choose, on the other hand, to focus on these less beneficial slots by buying them through the secondary trading mechanism; however, the fact that they would be effectively excluded from the most important destinations, due to their limited purchasing power when compared with the larger established air carriers, will hinder their sustainable development and even their survival within the market. In other words, instead of promoting competition between air carriers, the introduction of the suggested commercial mechanisms may well result in the strengthening of the dominant positions of existing air carriers. The disappearance of smaller air carriers from the market would result in the non-use of their slots in regional airports, and, in turn, would reduce the competitiveness of these airports. 

The attractiveness of these airports for transport users could also be affected by the introduction of the above-mentioned commercial mechanisms for slot allocation. Indeed, if slots are abandoned by large companies, which will concentrate on ‘safe’ slots, regional airports may loose connections, even if some smaller companies decide to take over the slots, as they may not be able to maintain their services in the long term. To balance this, regional airports may choose to increase airport taxes for users. Tickets may therefore become more expensive, which will, in turn, have a negative impact on the attractiveness of the airport. The number of passengers may decline, and, in the medium to long-term, the slot may be fully abandoned by the company, because it is no longer considered as beneficial. Even low-cost carriers may not be able to maintain point-to-point connections. The impact of this could well be the disappearance of the smaller regional airports, to the expense of the Regions’ economy. 

The AER therefore considers that the introduction of primary trading via auctions of pool slots and secondary trading could endanger, in the long term, the viability of regional airports and thereby have a negative impact on the economic development of the Regions concerned. 

As for the other possible mechanisms, the AER requests that further analysis of their impact on regional airports be conducted before any changes in the existing Regulation be undertaken. In that respect, the AER fully supports the position expressed by the European Regions Airline Association. The AER finally calls upon the European Commission to consider the objectives of the Lisbon strategy and of cohesion policy when revising any regulation regarding slot allocation and formally demands that these changes are not made at the expense of social, economic and territorial cohesion within the Regions of Europe.  

This draft position has been prepared by the AER Committee C ‘Regional policies’ Secretariat. Committee C will pursue the debate on this issue and other issues related to regional airports in the forthcoming months. The AER intends to get in touch with the services of the European Commission to inform them of their position. 

Strasbourg, 30 November 2004
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