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Airport car parking and ground transport access
Do not delete this return as it gives space between the box and what precedes it.
	Key points 

	· There is a range of ground transport options to access airports, although there are rail links at only two airports.
· The main form of access to airports is by private vehicle; mostly ‘pick‑up and drop‑off’, followed by parking on‑ and off‑airport. 

· Any substantial increase in on‑airport car parking prices would lead to substitution to other modes of transport. The type of transport and the degree to which passengers ‘switch’ will vary between airports. 
· Car parking prices at airports reflect the cost of the service, the convenience and amenity associated with facilities, demand management strategies and the opportunity cost of the land. 
· Airports have invested in car parking facilities. No evidence has been found during this inquiry to substantiate concerns that Brisbane Airport may have inefficiently delayed investment, especially given the problems of access to finance during the global financial crisis. 

· Access fees paid by ground transport operators do not appear excessive. They may be in excess of costs for reasons of reducing congestion in the limited forecourt areas and rationing of scarce resources to those ground transport providers willing to pay for premium access. However, information about terms and conditions of access — such as security and congestion management strategies — may not be conveyed to all ground transport users in a clear manner. 
· When a variety of indicators are examined within a broader context, there is no evidence of the misuse of market power by the five monitored airports. Nor is there evidence to support the claim that Melbourne Airport charges monopoly car park prices by impeding access to competitors. 

	

	


Airline passengers and other airport users require access to the airport and its terminals. Unless arriving as a transit passenger or at a rail terminal, users will access airports by road using a private vehicle, taxi, hire car, bus, rental car or bicycle. Users arriving in a private vehicle may drop-off or pick-up passengers or park on a short- or long-term basis. 
Airport access roads are on land that is leased by the airport. Consequently, the airport is the sole supplier and has the ability to set the terms and conditions of access to landside vehicle facilities (such as roads and forecourt areas) and services (such as car parks and taxi waiting areas) (PC 2002a). 
This chapter examines the source and nature of market power in parking services and ground transport access for the monitored airports, and, whether there is evidence that these airports have misused that power. The chapter focuses on: 

· theoretical source of market power in landside access 

· competitiveness of the ground transport market to the airport 

· outcomes in car parking prices and investment in car parking facilities 

· prices and conditions for ground transport access
· future regulatory arrangements. 
11.1
Market power in ground transport access 

Without the discipline of competition, a firm with market power has the ability to increase prices and make excessive profits. However, there are circumstances in which it is efficient for prices to be above the competitive market level (such as congestion and locational pricing). High prices, in and of themselves, are not necessarily indicative of misuse of market power. From a policy perspective, market power is a matter of concern when it results in an artificially reduced supply in order to support higher prices — leading to a loss in economic efficiency (chapter 5). 

Airports have market power as they are the only supplier of landside access to the airport as well being a provider of car parking services — services which compete with other providers of ground transport to the airport (‘vertical integration’). Airports could use this market power to deny or frustrate land access to the terminal and surrounding areas, either by ‘excessive’ access fees or by imposing unacceptable access conditions. ‘Excessive’ access fees for other transport modes competing with car parking services — such as buses, taxis and hire car companies — raise the cost and price of those alternatives. Similarly, airports could relocate bus set‑down areas a substantial distance away from the terminal, reducing their convenience. Such actions would reduce the attractiveness of transport modes competing with car parking services, and result in some airport users switching to on‑airport parking. The misuse of this market power opens the possibility for airports to earn additional revenue by restricting supply or not investing in additional car parking spaces to support higher prices compared to a competitive environment. Therefore, there may be an incentive for an airport to deny or frustrate land transport access to its competitors. 
As discussed in chapter 3, the Australian Competition and Consumer Commission (ACCC) currently monitors prices, costs and profits of car parking services as well as the quality of service of airport access facilities and car parking facilities at Adelaide, Brisbane, Melbourne, Perth and Sydney airports. These airports are required to supply a range of information to fulfil these obligations (box 11.1). Car parking prices and ground service quality have been monitored by the ACCC continuously since 1997.
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	Box 11.1
Information requirements for ACCC monitoring of airport for car parking and land access 

	For each type of car park, the five specified airports are required to supply: 

· the number of days the car parking facilities are open 

· the number of car parking spaces provided 

· total annual throughput 

· revenue generated from parking and the basis for charges (hourly, daily or weekly)

· car parking charges by price point, charge per unit, number of sales for each price point 

· car parking cost allocations and total costs including depreciation

· landside access revenue and costs from limousines, hire cars, buses, taxis and rail 
· schedule of landside assets. 

The ACCC also monitors service quality using survey data (including a survey of passengers). Responses from passengers (using a scale of 1=very poor to 5=excellent) provide qualitative indicators on: 

· availability of car parking facilities
· standard of car parking spaces

· time taken to enter car park

· facilities for kerbside taxi pick-up and drop-off 

· congestion at kerbside taxi pick-up and drop-off
· standard of facilities for taxis 

· time waiting for taxis. 

	Source: ACCC (2008b). 

	

	


In March 2010, the ACCC released its 2008‑09 Airport monitoring report suggesting that car parking prices at some airports were likely to reflect monopoly profits (ACCC 2010a). In light of these concerns, the Australian Government announced that it would bring forward the scheduled 2012 review of the economic regulation of airports. The ACCC subsequently restated its concerns, in relation to car parking, in its 2009‑10 Airport monitoring report, claiming:

· Melbourne Airport ‘seems to impose’ excessive levies on, and limits the service offered to, competitors such as off-airport parking providers and private bus operators

· Brisbane Airport might possibly have earned monopoly profits for airport parking by inefficiently delaying investment in a multi-level car park (ACCC 2011a). 
The ACCC appeared less concerned with Adelaide and Perth Airports, which currently do not impose fees on off-airport parking operators, but had some reservations about Sydney Airport’s incentives to moderate any price increases. 
11.2
The ground transport market is broader than on‑airport parking 
In assessing the market power of airports in this area, it is important to define the scope of the market. A common way of defining the relevant market for a good or service is whether there is a degree of substitution by consumers between:

· different suppliers of the same or similar products or services

· different products or services that satisfy the same or similar purpose for the consumer (ESC 2009).

If the market is defined narrowly as ‘car parking services for private vehicles at the airport’, airport operators are sole suppliers of these services, with the exception of some high-end valet parking offered by airlines. 

However, if the market definition is widened to include different products or services that satisfy the same or similar purpose for the consumer, the market becomes ‘ground transport services to the airport’. A range of factors influence airport users’ choice of transport (box 11.2).
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	Box 11.2
Consumer demand for ground transport

	The demand for any particular mode of ground transport to the airport will depend on a range of factors, including: 

· cost of the service chosen 
· availability, cost and associated convenience of substitute services 

· time taken to travel to the airport

· convenience 

· reliability of the transport option

· nature of the trip (business, leisure or employment (fly-in, fly-out))

· number of people travelling together (potentially allowing for costs to be shared)
· household income. 

After weighing up these factors and others, consumers will choose the most appropriate transport mode. Based on individual preferences, airport users will rank the transport options differently. 

In choosing the mode of transport to the airport, reliability of the service to reach the airport on time is paramount to passengers. Research commissioned by Melbourne Airport found that: 

… airport customers need to feel in control and to have certainty in getting to their flight on time in order to consider any particular model of ground transport. Other factors such as price, convenience and distance to the terminal are secondary and tend to be considered only after the customer is comfortable that the preferred mode will get them to their flight on time. (sub. 29, p. 56)

The mode selected may also differ according to the nature of the trip. Business travellers, for example, may not directly pay for the cost of the transport to the airport. They will, therefore, be less sensitive to the cost. However, ‘budget’ leisure travellers are likely to be more price sensitive — with the cost of travel to the airport having a greater bearing on their choice. In addition, Melbourne Airport research found passengers travelling to the airport may use multiple modes, making it difficult to generalise user behaviour: 

… particular users can evidence different behaviour according to the context eg they may use a taxi for business trips and the long term car park for family trips. (sub. 29, attachment 2, p. 9)

Sydney Airport research also supported this finding: 

… most airport users (whether or not they used the car park) were aware of several different access modes and, on average, used 2.7 different access modes during the preceding 12 months. (sub. 46, p. 61)

	

	


In addition to driving a private vehicle and parking at the airport, ground transport services to the airport include:

· driving and using drop‑off/pick‑up facilities

· driving and using off-site parking combined with a shuttle bus

· driving a rental car (and returning it to the rental provider)

· taxi
· hire car or limousine

· bus

· rail 

· cycling. 

The ability of an airport to use its market power depends on whether there are effective substitutes to driving and parking at the airport. As the degree of substitution between transport modes is not known, the following discussion is a qualitative assessment of the level of competition among ground transport modes to an airport. 

Private vehicle 
Private vehicle is the most used option for journeys to and from the airport, but this mode is substantially less important for trips to Sydney airport compared with other major airports (chapter 2). 
Kerbside access and pick-up facilities 
Kerbside terminal/forecourt access is free for the general public and provides similar convenience to driving and parking short-term, but with the added benefit of being even closer to the terminal. However, kerbside access is generally restricted to a limited time of only one to two minutes of ‘standing/parking’. Instead of kerbside pick-up facilities, Sydney airport’s terminal 2 has a passenger collection bay near the terminal with 10 minutes free parking. Kerbside drop-off and pick‑up facilities (including drop-off at terminal 2) are available at all other terminals at Sydney airport.
Pick‑up and drop‑off is the main form of access to the airport using a private vehicle. Melbourne and Brisbane airports estimate that 35 and 58 per cent of airport users, respectively, use the drop‑off and pick‑up facilities. The Tourism and Transport Forum (TTF) estimate that 46 per cent of passengers use the kerbside facilities at Perth airport. In contrast, at Sydney airport — where private vehicle access to the airport is substantially lower than other major airports — only 17 per cent of passengers use the kerbside drop-off and pick-up facilities (table 11.1). 

Table 11.1
Estimated transport mode share at selected capital city airports — passengers 
2010
	Airport
	Private vehicle
	
	Taxi
	Rental/hire car
	Bus
	Rail
	Private coach

	
	kerbside
	on-airport parking
	off-airport parking
	
	
	
	
	
	

	
	%
	%
	%
	
	%
	%
	%
	%
	%

	Adelaidea
	45
	16
	1
	
	27
	5
	4
	-
	2

	Brisbaneb
	58
	16
	2
	
	9
	na
	na
	9
	5

	Melbournec
	35
	27
	15
	
	14
	na
	9
	-
	-

	Perth 
	46
	35
	1
	
	12
	4
	2
	-
	-

	Sydneyd
	17
	22
	na
	
	33
	6
	2
	9
	10


a  Commission estimates for kerbside and off-airport parking based on information from sub. 85.  b Data for 2009‑10. Limousine services account for one per cent of transport to the airport.  c Taxi and hire car services combined.  d Data estimated from 2006 Sydney Airport Ground Plan based on passengers and ‘meeter/greeter’ modal usage. Off-airport parking may be included in on-airport parking data. Airport link estimate rail mode share to be approximately 14 per cent in 2010.  na Not available. – Nil. 
Sources: Adelaide Airport (sub. 12); Brisbane Airport (sub. 40); Melbourne Airport (sub. 29); Tourism and Transport Forum (sub. 53, Attachment); Sydney Airport (2006); Commission estimates. 

Park and wait

In October 2011, Perth Airport opened a ‘park and wait’ area where people could wait with their vehicle for up to 90 minutes with the aim of reducing ‘illegal/unsafe parking on the approach roads into the airport’ (sub. 106, p. 5). At the public hearings, Perth Airport noted: 

So next week we're opening a park-and-wait area of 50 bays. We are charging for it but we're charging a gold coin entry, one or two dollars. The profits from those 50 spaces used in that way will be donated to our children’s charities. Again, that reflects our motivation for doing it, purely to deal with this errant behaviour because we're putting the people that are doing it in a moral dilemma. They're choosing to break the law when they've been given an opportunity to avoid that by making a gold coin donation to charity. (trans., pp. 278-9)
Brisbane Airport announced recently that a free public pick-up facility will open in April 2012. While the maximum free stay has not been determined it is expected to be between 10 and 20 minutes (Brisbane Airport 2011a).
Melbourne Airport is also examining the establishment of a waiting area outside the terminal precinct where ‘meeters and greeters’ can await a telephone call from their arriving passenger prior to entering the forecourt to collect them. This is expected to significantly reduce congestion created by vehicles recirculating through the precinct and provide greater convenience to those collecting passengers from the airport (sub. 70, p. 8).

The use of mobile phones has made using kerbside and park and wait facilities increasingly more practical. ‘Meeters and greeters’ can either drive to the neighbouring airport suburbs or park and wait areas until they receive a call from the passenger before proceeding to the terminal pick-up area or car park. 
Table 11.2 provides a comparison of the services available to passengers being dropped off and picked up. Some of these services may be used together (for example park and wait with kerbside) or in conjunction with paid car parking.
While no Australian airport charges private vehicles to use the drop-off and pick-up facilities, a number of UK airports — including Birmingham, Luton, Belfast International and Edinburgh Airports — have introduced a £1 ‘kiss and fly’ charge for drop-offs (sub. 46, appendix A, p. 29). This charge has been introduced either to pay for new drop-off facilities and/or to alleviate traffic congestion.
Table 11.2
Various drop-off and pick up facilities at airports

	Airport
	Kerbside 
	Free parking
	Park and wait area

	
	available
	minutes 
	cost 
	maximum stay

	Adelaide
	yes
	..
	..
	..

	Brisbane
	yesa
	..
	freeb
	20c 

	Melbourne
	yes
	..
	d
	..

	Perth 
	yes
	15
	gold coine
	90

	Sydney
	yesf
	15g
	..
	..


a Once the public pick‑up facility is open, there will be no terminal kerbside pick‑up.  b To open April 2012. c The maximum time period has not been determined but is expected to be between 10 and 20 minutes.  d Melbourne airport is considering establishing a waiting area outside the terminal area.  e All profits will go to children’s charities. f Drop-off is available at all terminals (international (T1) and domestic (T2 & T3). Kerbside pick-up at domestic T3 only (Qantas terminal). There is no kerbside pick-up at international (T1) and domestic (T2) terminals. The designated pick-up area for international passengers is within the car park. For domestic (T2) passengers, a collection bay is available with a free 10 minute pick-up area close to the terminal g International terminal.  .. Not applicable.
Sources: Adelaide Airport (sub. 12, p. 11); Adelaide Airport (2011a); Brisbane Airport (2011a); Melbourne Airport (sub. 70, p. 8); Perth Airport (2011a); Sydney Airport (sub. 46, p. 65). 
Any substantial increase in the price of airport parking is likely to increase the use of drop‑off and pick-up facilities. However, increased use of these kerbside facilities is contrary to many airports’ objective of reducing terminal kerbside or forecourt congestion. This fact may provide some constraint on airport operators increasing parking prices, in particular for (very) short-term parking (ie. less than one hour) — the closest substitute to drop-off and pick-up. Cognisant of this, Melbourne Airport stated: 

… there is direct substitutability between services and particularly between private vehicle kerbside pick-up/drop-off and private vehicle access combined with short term car parking … short term rates applied by Melbourne Airport are consistent with its objective of reducing congestion of the constrained kerbside space in front of the terminal complex. (sub. 29, p. 118)
Brisbane Airport also commented that the demand for roads and terminal kerbside could not be met, with airports around the world having to make trade-offs in terms of the nature of the access provided:

The fact is that you cannot have sufficient roads and sufficient kerb space to have pick‑up for everybody who would like to pick-up at the terminal face. It simply is not possible. I think as airports grow, and looking around the world, increasingly pick-up becomes the thing that is very hard to do at the terminal face … So you have to make sacrifices for different users because there literally is just not enough physical space to accommodate everybody's desires. (trans., p. 13)
On-airport parking
At Perth airport, around 35 per cent of passengers drive and park at one of the on‑airport car parks — the highest proportion among the five monitored airports (table 11.1). The difference at Perth airport may reflect, among other factors, the geographic location of the airport relative to the passenger catchment area and the relatively high proportion of ‘fly-in fly-out’ passengers who use the long-term parking facilities. Perth Airport noted: 

Another substantial contributing factor to the high demand for long-term car parking is the substantial fly-in fly-out market segment that is away from Perth typically from seven to ten days at a time regularly throughout the year. (sub. 41, p. 79)
Melbourne Airport estimated that approximately 27 per cent of airport users park their car at the airport (sub. 29). The reliance on airport parking at Melbourne airport may, in part, reflect its location. Melbourne airport is over 30 kilometres from the geographic centre of Melbourne — which is in the south‑east whereas the airport is in the north‑west. Many people have limited reason to travel to the airport area other than to access the airport which, combined with the limited availability and/or reduced convenience of alternative options, provides some explanation for the comparatively high use of on-airport parking. 

Around 16 per cent of passengers at Brisbane (sub. 40) and Adelaide (sub. 12) airports use the car parking facilities and 22 per cent of passengers at Sydney airport (table 11.1). 
Limiting the ground transport market to airport car parking

In its draft report submission, the Australian Mayoral Aviation Council (AMAC) put to the Commission that high use of on‑airport car parking does not indicate that passengers believe prices are acceptable:

While high levels of patronage may, on face value, indicate a cost structure that is ‘acceptable’ to users, this will not always be the case. (sub. DR88, p. 4). 

The Commission acknowledges that a high proportion of passengers using one mode of transport (eg. driving and parking at the airport) may indicate that there are no viable substitutes and passengers have no effective choice but to use this mode (despite the costs). In this case, if the market was defined to solely include this transport mode, the provider (in this case, the airport) would effectively be a monopoly supplier of ground transport (ie. on‑airport car parking).

The analysis in this section and data in tables 11.1 and 11.3 show that passengers use a range of transport options to access the market at differing costs, with some options free to the general public. 

As noted in box 11.2, airport passengers will rank the transport options differently, with some users ruling out or discounting options because of their own preference and willingness to pay. A mistake some participants make is to assume that the ground transport options are limited (ie. to on-airport parking) because of their perceived view of desirable options. For example, the AMAC stated in its submission: 

The cost of alternatives in some cities and in certain situations means that driving to, and parking at, the airport is the surest and comparatively cost effective means of travel. (For example, Sydney – cost and availability of public transport or outer suburb to airport cab fare alternatives.) (sub. DR88, p. 4) 

Driving and parking at the airport is only an option if passengers own or have access to a vehicle. Furthermore, some passengers prefer not to drive or are uncomfortable leaving a vehicle at the airport. 
Brisbane Airport refuted the view that driving and parking at the airport is the only form of transport to the airport, noting that: 

There is often a perception that a large proportion of passengers utilise the on airport car parks. However, KPMG’s analysis suggests that less than one in five passengers use the on-airport car parks [at Brisbane Airport]. (sub. 40, p. 26)
Analysis of on-airport car parking prices and investment is provided in sections 11.3 and 11.4. 
Off-airport parking

While not a perfect substitute, an alternative to driving and parking at the airport is driving and using off‑airport car parking. Off-airport parking operations, which are usually located in the suburbs surrounding airports, offer long‑term parking (one day or more) with a shuttle bus to the airport. They provide competition for long‑term parking at airports (particularly the more remote on‑airport facilities). As noted by Sydney Airport: 

Car parking competition from off-airport car parks is very strong for long term parking. … Off-airport car parking is generally required to be booked in advance, the car may be parked by an attendant, the parking is often within a building or multi-storey car park and the passengers are transferred to the terminal in a minibus. (sub. 46, pp. 61‑62)

Currently, this mode represents 15 per cent of the transport market to the airport for Melbourne. Off‑airport parking represents a small segment of the ground transport market to Adelaide, Brisbane and Perth airports. Data are not available for Sydney airport. 

Off‑airport car parking represents a competitive alternative to long-term parking at airports. In terms of price, off-airport parking charges are typically slightly below those at long-term parking facilities at the airport (table 11.3). The lower price could reflect the lower cost of providing the service and the less convenient nature of the service (that is, having to arrive earlier, potentially leave car keys with the operator and having to catch a shuttle bus — although some long-term parking facilities at the airport also use shuttle buses).

Table 11.3
Cost of transport options to monitored airports 

	Airport
	Kerbside
	Off-airport parking
	
	On-airport parking
	
	Taxia
	Railb

	
	
	
	
	short-term
	long-term
	
	
	

	
	$
	$ per day
	
	$ per day
	$ per day
	
	$
	$

	Adelaide
	-
	21–30
	
	30
	25
	
	32
	..

	Brisbane
	-
	16–25
	
	40
	40
	
	68
	28

	Melbourne
	-
	9–35
	
	52
	29
	
	108
	..

	Perth 
	-
	20–30
	
	36
	16
	
	48
	..

	Sydney 
	-
	20–100c
	
	52
	25
	
	76
	25


a Return taxi fare from/to the central business district (CBD).  b Return rail fare.  c For up to three days parking.  .. not applicable.  – Nil. 
Sources: Adelaide Airport (sub. 12, p. 10); Adelaide Airport (2011a); Brisbane Airport (sub. 40, appendix A, p. 4); Brisbane Airport (2011b); Melbourne Airport (sub. 29, attachment 2, p. 22); Melbourne Airport (2011); Perth Airport (sub. 41, p. 91); Perth Airport (2011b); Sydney Airport (sub. 46, appendix E, p. 23); Sydney Airport (2011a); Taxi Fare Calculator (2011). 
In terms of availability, off-airport providers around some airports supply a significant proportion of the combined number of car parking spaces directly targeted at passengers using the airport. Around Melbourne airport, for example, there are at least 14 off‑airport car parking facilities in the immediate vicinity of the airport with over 10 000 spaces — representing approximately one-third of the combined total of on- and off-airport car parks. Similarly, seven off-airport operators near Brisbane airport provide around 4000 spaces (sub. 62, p. 4) — around 40 per cent of total parking capacity. Off‑airport car park providers near Sydney airport supply around 15 per cent (1800) of the combined parking capacity (sub. 46, appendix E, p. 22). 

Therefore, an increase in airport parking prices, especially long-term parking, is likely to induce some passengers who park on‑airport to change to off-airport parking. 

While off-airport parking represents a small share of the overall ground transport market to Brisbane airport, it claimed that competition has had an impact on its parking pricing: 

… pricing decisions at the International Terminal car park have been impacted by these off-airport car park operators. The throughput at the International multi-level car park (MLCP) decreased in 2009/10. Subsequently, BAC [Brisbane Airport] decreased the prices at the International MLCP to $99 for seven days, which is comparable to the off‑airport car park options. (sub. 40, p. 26)

Substitution between on- and off-airport parking is also likely to be material at Melbourne airport given the location of the airport relative to the residential population, the higher cost of other alternatives (such as taxis) and the greater inconvenience of buses. There is also likely to be some degree of substitution at Sydney airport, although the number of off‑airport parking spaces is a considerably smaller proportion of overall capacity. 

The off-airport parking market is estimated to be much smaller around Perth and Adelaide airports. Perth Airport estimates the capacity of off-airport parking facilities to be approximately 780 bays or 7 per cent of all parking spaces available to airport customers (based on five operators in close proximity to the airport) (sub. 106, p. 18). The smaller size of the off-airport parking market reduces the scope for substitution between on-airport and off-airport parking. 

Taxis 

After private vehicles, taxis are generally the next most frequently used mode of transport to the major five Australian airports. A taxi is likely to be an attractive option for certain types of passengers, including:

· business travellers 

· time-sensitive travellers who place a premium on the added convenience of being dropped off and picked up right outside the terminal

· passengers that prefer not to drive

· passengers who do not own a car, or are uncomfortable leaving a car at the airport

· passengers who live close to the airport.

Like kerbside access, taxis provide a higher level of convenience to driving and parking but with the added benefit of being closer to the terminal. Taxi services are generally a more costly option for one person than parking for one day (either on- or off‑airport) or catching a bus or using rail. Taxi fares, however, will vary considerably depending on the origin/destination when travelling to/from the airport. As the individual cost is so variable, a ‘reference fare’ — the return taxi fare between the airport and the central business district (CBD) — is used for this analysis (table 11.3). 

In Adelaide, where around one-quarter of airport users arrive by taxi, the cost of a fare is similar to parking at either on- or off-airport parking for one day. Taxi fares are cheaper than driving and parking at Adelaide airport for longer stays. 

In Sydney, around one-third of passengers travel to/from the airport via taxi. The competition between taxis and driving and parking is probably higher in Sydney — where 60 per cent of passenger travel is to or from locations within a 25 kilometre radius (sub. 46, appendix E). Added to this, over 30 per cent of Sydney airport passengers are travelling for business — a segment of the market that is more likely to use taxis. While the cost of a taxi fare is substantially more than the cost of parking for one day, business passengers are often not as sensitive to the cost of travel. For ‘trips’ longer than one day, the cost of taxi access relative to that of driving and parking a private vehicle at the airport diminishes. 
The use of taxis are appreciably lower in Brisbane (9 per cent), Melbourne (14 per cent) and Perth (12 per cent) (table 11.1) — potentially reflecting higher fares, the composition of those travelling (business, leisure) and the length of stay away from the departing city. Any substantial increase in the price of airport parking is likely to have a smaller impact on taxi usage in these cities compared to Adelaide and Sydney. 
Mass transport

Use of mass transport is material in Sydney, Melbourne and Brisbane. In Sydney, 21 per cent of airport passengers make use of either the rail link (9 per cent), public buses (2 per cent) or private coaches/shuttle buses (10 per cent).
 In Brisbane around 14 per cent of passengers catch either the bus (5 per cent) or train (9 per cent) to the airport and in Melbourne, 9 per cent use bus services. At present, Melbourne airport does not have a rail link to the airport, instead it has a dedicated bus service to the airport, Skybus, as well as a range of suburban bus routes servicing the airport (box 11.3). 
Bus and rail are generally less convenient than most other modes of transport to the airport except from the CBD. This lower amenity is not always reflected in the cost of the services. Return rail fares to Sydney and Brisbane airports, for example, are around $25 (return). At Sydney Airport, one day parking charges in the remote long-term facility are similar to the rail fares. In Brisbane, parking fees for one day are somewhat more ($40). When passengers are away for longer, the cost competitiveness of rail transport increases relative to parking. However, passengers will weigh up the reduced cost with other factors before choosing to travel via rail. 

An increase in the price of airport parking is likely to only lead to a small increase in the use of mass transit as these options are not widely available or the services offered do not satisfy consumer preferences at the prevailing price. 

A number of airports have lobbied state governments for more mass transport options which if successful could reduce the profitability of on-airport parking (box 11.4). 
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	Box 11.3
Melbourne airport rail — a history of planning

	The economic viability of a Melbourne Airport Rail Link has been an issue for successive Victorian governments. In 2001, a Planning and Advisory Committee presented a report to the Government which included analysis of the feasibility of a rail link. In response to this report and a Patronage Study, the then Transport Minister, Peter Batchelor, stated:

… subject to a formal indication of support from the Commonwealth, the Government will now reserve the Albion East route in the relevant planning schemes for a future rail link, to be developed when passenger demand makes the project a more viable proposition. (Batchelor 2002, p. 2)

At the time, the Government claimed that a rail link ‘would not be commercially viable for at least 10 years’ (Batchelor 2002, p. 1).

In 2011, the Public Transport Minister, Terry Mulder announced ‘$6.5 million for a two‑year feasibility study into a Melbourne Airport rail link’ (Victorian Government 2011). Among other things, the study would:

… identify the best route for a new rail link to Melbourne Airport at Tullamarine and investigate the preferred option of a centrally-located terminal at Melbourne Airport. (Victorian Government 2011, p. 1)
In line with the Victorian Government’s policy to ‘encourage greater choice of affordable transport options to and from Melbourne’s major airports’, it has also committed to the construction of a rail link to Avalon Airport (sub. DR140, p. 2). 

	

	


The TTF placed some of the reliance on private vehicles and taxis on the ‘failure by state governments to develop sufficient and appropriate public transport to our airports’ (sub. 53, p. 7). The TTF highlighted that ‘public’ transport, in other countries, is a greater proportion of the ground transport market when: 

· it is high frequency

· it has direct airport to CBD access

· there is a strong ‘brand’ 

· there are ‘journey time’ advantages (table 11.4).
Airports have some influence over the cost and convenience of the alternatives to using airport provided car parking (section 11.6). However, factors affecting whether a service is provided (such as a rail link) and the quality of alternative access modes (the frequency of services or level of congestion on surrounding roads) generally rest with governments. These factors affect the scope of the market for ground transport to airports. Provision and quality of land transport facilities that provide access to major airports are examined in chapter 12.
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	Box 11.4
Airports lobby governments for more mass transport

	A number of airports have lobbied state governments for more mass transport options. Sydney Airport stated that it had:
… repeatedly advocated for better public transport (which would increase competition but better serve broader consumer and airport interests). None of these factors are consistent with the exercise of market power. (sub. 46, p. iv)

Similarly, Perth Airport is also ‘engaged with the State Government to create public transport options’ to the airport (sub. 41, p. 9).
Melbourne Airport claimed to ‘recognise the benefits of having rail access and has provided for potential rail access in successive Master Plans’ (sub. 29, p. 41). With demand forecasts indicating that rail access could be feasible, the airport has stated its commitment to work with the ‘State government and relevant local governments to conduct a feasibility study on the possibility of a rail link’ (sub. 29, p. 41). The Victorian Government has announced it would undertake a feasibility study for a rail link between the airport and CBD (Victorian Government 2011). At the public hearings, Melbourne Airport stated its support for a rail link to Melbourne airport to be built prior to the rail link to Avalon Airport:

We are clearly lobbying government hard to switch that priority to Melbourne Airport to build a rail link there. We support a rail link to Melbourne, and it's included in our master plan. We're working with the State government on what, at this stage, is only a feasibility study. (trans., p. 241)
Adelaide Airport has been successful in increasing public transport services to the airport: 

Prior to the construction of the new terminal, Adelaide Airport had no direct public transport services. AAL [Adelaide Airport] lobbied hard with the State Government to introduce public bus services which have subsequently been introduced and are now frequent and well patronised. (sub. 12, p. 11)
In addition, Brisbane Airport funds a staff bus, terminal shuttle and the Airport Village bus to facilitate the operation of public bus services within the airport boundaries (sub. 42, p. 27). 

	

	


Table 11.4
Public transport access to selected international airports

	Country/Region
	Airport
	Public transport mode share

	
	
	%

	United Kingdom
	Heathrow
	38

	
	Gatwick
	36

	
	Stansted
	47

	Europe
	Oslo
	62

	
	Geneva
	45

	Asia
	Hong Kong
	60

	
	Tokyo
	60


Source: Tourism and Transport Forum (sub. 53, p. 7). 
Finding 11.1
There is an increasing array of pick-up and/or drop-off options at airports. More recently, some airports have introduced (with others in the planning phase) ‘park and wait areas’ to reduce congestion in the terminal forecourt and illegal parking around the airport. These options are either free or low cost. 
Finding 11.2
Airports control ground transport access to their precincts whether by private vehicle, taxi, bus, shuttle and, if available, train. The most common option, travel by private vehicle, includes drop-off and pick-up, use of a valet service, and short- or long-term parking either on-airport or in a competing off-airport facility. While there is a locational premium attached to the convenience of parking in close proximity to an airport terminal, the range and extent of modal options at each airport provides a competitive constraint on airports’ car park pricing, particularly long-term parking.  
11.3
Car parking prices reflect more than cost of supply
Airports charge customers different rates depending on the length of stay and the type of car parking facility used (table 11.5). However, the complex and variable configurations of airport parking makes seemingly simple price comparisons across airports difficult (box 11.5). This section outlines some factors that will influence prices. 
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	Box 11.5
Car parking options at five capital city airports 

	All airports offer car parking facilities and services for airport users, providing short‑ and long-term parking with various attributes — covered, open-air, close to the terminal or some distance away (with shuttle bus services). The configuration of the facilities is influenced by whether the airport terminal has separate terminals for domestic and international flights or is a multi-use terminal (domestic and international combined). 

· Adelaide airport has two car parks: short- and long-term parking facilities used by domestic and international passengers. Short-term parking is located immediately outside the terminal. Long-term parking facilities are located some distance from the terminal with a free shuttle bus service to the terminal. As of June 2011, temporary parking arrangements are in place during construction of more parking facilities. 
· Brisbane airport offers separate facilitates for domestic and international passengers. Due to construction of a new multi-level car park, there are two temporary short-term open-air car parks — both located within walking distance to the domestic terminal. It also has undercover as well as open-air long-term parking, both within walking distance to the terminal. A separate facility provides short- and long-term undercover parking for international terminal users.

· Melbourne airport has combined parking facilities for domestic and international terminal users, including short-term (undercover), ‘express’, business, multi-level long-term (all within walking distance), and more remote long-term open‑air parking with a free shuttle bus.

· Perth airport provides short-term and long-term ground level parking at the domestic and international terminals. It also provides parking for general aviation passengers as well as a premium undercover parking service close to the domestic terminal. 

· Sydney airport has a multi-storey car park adjacent to the domestic terminals that provides short-term and valet parking for domestic terminal users. In addition, there is a remote ground-level car park that provides long-term parking. Combined short‑ and long-term multi-level car parking is located within walking distance of the international terminal. 

	Sources: ACCC (2011a); Adelaide Airport (2011a); Brisbane Airport (2011a). 

	

	


Table 11.5
Airport car parking pricesa, b
30 June 2011
	
	Short-term car parking
	
	Long-term car parking

	Airport
	1 hour
	4 hours
	8 hours
	24 hours
	
	1 day
	7 days

	
	$
	$
	$
	$
	
	$
	$

	Adelaide
	4.00
	14.00
	26.00
	30.00
	
	25.00
	70.00

	Brisbane
	16.00
	40.00
	40.00
	40.00
	
	40.00
	150.00

	Melbourne 
	12.00
	36.00
	52.00
	52.00
	
	29.00
	77.00

	Perth 
	5.60
	11.00
	15.00
	36.00
	
	16.00
	88.00

	Sydney
	15.00
	52.00
	52.00
	52.00
	
	25.00
	122.00


a Brisbane, Perth and Sydney airports’ short-term and long-term car parking prices are based on the domestic terminal car park at each airport.  b Melbourne airport’s long-term car parking prices are based on the long‑term uncovered car park located at a distance from the terminal precinct. 

Sources: Adelaide Airport (2011a); Brisbane Airport (2011b); Melbourne Airport (2011); Perth Airport (2011b); Sydney Airport (2011a). 
Cost of construction 

As a starting point, the price of car parking must reflect the cost of providing the service. The investment required for a multi-storey car park with covered walkways to the terminal is much higher than an open-air car park. The Commission understands that the cost of construction of an open-air car park is approximately $2000 per parking bay, while the cost of a multi-storey car park is at least 10 times this amount. This cost estimate for a multi-storey car park concurs with information provided in Sydney Airport’s submission that a 3000 space multi-storey car park cost $65 million (this equates to approximately $22 000 per parking bay) (sub. 81, p. 1). The Parking Association of Australia claims that multi‑storey parking is ‘expensive’ with construction costs greater than $30 000 per bay (Schneider 2011). 

The higher cost of construction of a multi-storey facility is reflected in the price of parking. Melbourne Airport, for example, charged $77 per week to park in the open‑air long‑term parking facility (ground level parking) as at 30 June 2011, and $139 per week at the multi‑storey undercover parking facility close to the terminal (Melbourne Airport 2011). The lower cost of parking at Perth airport, may reflect, in part, that it does not have multi-story parking (Perth Airport, sub. 41, p. 80). 
Car park capacity is also built to meet peak demand on the busiest days of the year as visitors hold the expectation that they can get a car park at any time. This imposes a high opportunity cost of intermittent usage, since when the airport is not as busy ‘there will be lots of empty spaces not producing revenue’ (Sydney Airport, sub. 46, appendix E, p. 4). At Sydney airport’s domestic short-term car park facilities, for example, the average number of cars parked in the facility ranged from around 1000 to an average daily peak of approximately 2300 — well below the capacity of 3600 bays (figure 11.1). Similarly Melbourne Airport submitted that it also supplies parking capacity to meet peak demand: 

… [Melbourne Airport] provides car parking for peak periods (specifically in relation to the 4 holiday peak demand period) which means that, in providing an appropriate level of amenity to users, the airport incurs additional capital costs. (sub. 29, p. 91)

In relation to building to meet peak demand, Perth airport notes: 
… [it] has set a service standard planning parameter (related to ease of finding a car park) that sees construction of additional capacity triggered when the car parks reach 80 to 85 per cent utilisation on the busiest day of the year. (sub. 41, p. 85)
Figure 11.1 
Average number of cars parked, peak demand and total capacity: Sydney Airport 
2010

	
[image: image1]


Source: Sydney Airport (sub. 46, appendix E, p. 7).  

Amenity of car parking services

The price paid by users also reflects the amenity provided. For example, Brisbane airport’s long‑term parking is undercover and within walking distance of the terminal precinct. That facility provides greater convenience than the long‑term open‑air parking facilities at Melbourne airport, which are some distance from the terminal (passengers generally rely on a courtesy bus service to reach the terminal). This may go some way to explaining why Brisbane Airport’s long-term parking fee is $40 for one day compared with Melbourne Airport’s charge of $29 (table 11.5).

Sydney Airport acknowledges that parking charges reflect the convenience associated with the car park: 

… passengers continue to have the option to park long term in the domestic and international multi-storey car parks, for a higher price reflecting the greater convenience of being immediately adjacent to the terminal. (sub. 40, p. 46)
Similarly, Melbourne Airport noted that amenity or convenience of the service is also factored into the price: 

… The prices for Melbourne Airport car parking services reflect the proximity of the individual car parks to the terminal as well as service levels. They also take into consideration the capital investment made in relation to each car park and the amenity/service levels associated with each product. (sub. 29, p. 34)
Demand management strategies 

Prices are also used by airports to encourage passengers to use certain car parking facilities over others. This is the case in short-term parking which is targeted at users staying at the airport for a ‘brief’ visit (ie. less than 4 hours). 
First, most airports provide more price points for parking for less than one hour to encourage users staying for a very short‑term to use the short‑term parking rather than using the drop-off and pick-up facilities in an aim to minimise congestion in the forecourt area (table 11.6). Melbourne Airport, for example, charges $3 for parking less than 20 minutes, $6 for parking between 20 to 40 minutes and $12 for parking between 40 to 60 minutes. Sydney airport has 15 minutes free parking at the international terminal car park (sub. 46, p. 65). Similarly, Perth airport has 15 minutes free parking in its short-term parking facilities. 

Second, some airports substantially increase prices for short-term parking once a certain length of stay is reached with the aim of discouraging longer‑term parkers from taking up short-term spaces thereby improving the availability and ease of finding a park in the short‑term parking facilities. At Sydney airport, for example, the cost of a three‑hour stay in the short‑term car park is $26, while it is $52 for four hours or more (as at 30 June 2011). Similarly, at Brisbane airport, car parking fees increase from $25 to $40 when the length of stay increases from four to five hours (as at 30 June 2011). These price jumps encourage longer‑term parkers to move to the long-term facilities where prices are generally lower (table 11.5). 

Table 11.6
Airport car parking prices for less than one houra 
	Airport
	Minutes

	
	10
	15
	20
	30
	40
	60

	
	$
	$
	$
	$
	$
	$

	Adelaide
	4.00
	4.00
	4.00
	4.00
	4.00
	4.00

	Brisbane
	2.00
	2.00
	6.00
	6.00
	13.00
	13.00

	Melbourne
	3.00
	3.00
	3.00
	6.00
	6.00
	12.00

	Perthb
	-
	4.00
	4.00
	4.00
	5.60
	5.60

	Sydneyc
	7.00
	7.00
	7.00
	7.00
	15.00
	15.00


a Short-term domestic parking as at 19 September 2011.  b Perth Airport provides free parking up to 10 minutes in the parking facilities.  c Sydney airport has a collection bay near the terminal 2 with 10 minutes free parking and 15 minutes free parking at the international terminal car park. – nil. 
Sources: Adelaide Airport (2011a); Brisbane Airport (2011b); Melbourne Airport (2011); Perth Airport (2011b); Sydney Airport (2011b).
Perth Airport acknowledged using prices to ‘incentivise’ customers to shift from one product to another:

The only area where WAC [Perth Airport] has used car park prices to condition product choice is in the one to two day overnight parking segment. The rate for 24 hours of parking in the short-term bays is high relative to the long-term parking areas. WAC selected this price to encourage these customers into long-term parking areas to release short-term car parks proximate to the terminal for pick‑up and drop-off customers. This price is not an abuse of market power, as a cheaper alternative is available, and if a passenger chooses to pay this price, they do so despite the availability of a substitute. (sub. 41, p. 85)
Based on time usage data from Sydney Airport, almost 60 per cent of users of the short-term domestic car park stayed for less than one hour — paying a maximum of $15 (tables 11.6 and 11.7). Only 20 per cent of users who parked for between 3 to 24 hours paid the maximum daily rate of $52. 

Table 11.7
Length of stay at Sydney Airport’s domestic short-term car parking facilities 

2010

	Length of stay 
	per cent of total cars parked

	0 – 30 minutes
	31

	30 minutes - 1 hour
	28

	1 – 2 hours 
	19

	2 – 3 hours
	3

	3 – 24 hours
	19


Source: Sydney Airport (sub. 46, appendix A). 
Paying a premium for location

While some airports have substantial land holdings and have little constraint on expanding car parking facilities some distance from terminals, there are physical constraints on the number of car parking spaces that can be built immediately in front of the terminal. Even when more spaces can be built in this area, it can be a complex undertaking for the airport. Consequently, the price of some car parking will include a premium above the cost of providing these facilities (so called ‘locational rents’) to reflect that land in close proximity to the terminal is highly desirable for uses other than a car park. 
Locational rents come about through limited supply of services or facilities where there are no artificial constraints on that supply (that is, airports are not artificially restricting the supply of parking). The size of locational rents depends on the degree of scarcity of the land (Forsyth 2004). This is in contrast to monopoly profits that result from a misuse of market power — where the airport’s intent is to artificially restrict the supply of, or delay investment in, parking bays in order to support higher prices. 

In practice, the distinction between locational rents and monopoly profits is not easy to make. From the perspective of the consumer, the distinction is not relevant — only the price paid matters. From an economic perspective, however, locational rents do not have adverse efficiency implications. As explained by Forsyth (2004):

Locational rents are consistent with efficient pricing; they represent the opportunity cost of space or land which is in scarce supply. Monopoly rents, on the other hand, come about because the owner has set price above an efficient level, thereby creating a dead weight loss. (p. 52)

The ACCC acknowledged that locational rents or the opportunity cost of the land may play a role in car park pricing at airports: 

The major airports’ market power in car parking arises because the land adjacent to these airports is highly valued for various activities that are related to the operations of the airport. (sub. 3, p. 27)
The ACCC also recognised that Sydney airport may face physical constraints to provide more parking spaces, and as such the prices may reflect locational rents: 

It is unclear if Sydney Airport has reached capacity limits for car parking that is close to the airport terminals. If the airport cannot technically provide more spaces, the margins received by Sydney Airport for car parking may be more reflective of locational advantages. Further, it is expected that the opportunity cost of land — that is, the value of the next best alternative use of the land — at Sydney Airport is higher than at the other airports. (ACCC 2011a, p. xii)
Sydney Airport commissioned an analysis of the opportunity cost of the land on which the international car parking facilities are located. This study found that the implied rate of return on the international car park land is lower than the return on a commercial office building. This building would be expected to have similar locational rents as it is located on the airport at the northern edge of the international car park. This would imply that the parking prices at Sydney airport international parking facilities do not reflect the full locational rents. Consistent with this, the study contended that, if the airport had earned the same return on its car parking land as the office building, it would have earned 16 per cent more car parking revenue than currently. 
Relevant benchmark – CBD parking prices?
Airport submissions — Adelaide Airport (sub. 12), Brisbane Airport (sub. 40), Melbourne Airport (sub. 29), Perth Airport (sub. 41), Sydney Airport (sub. 46) — have drawn the Commission’s attention to the price of on-airport parking relative to CBD parking — arguing that the price paid is reasonable in comparison. Melbourne Airport noted:

The services provided by airport car parking sites have a high amenity value in the same way that car parking at CBD locations has high amenity value and embody a commensurate locational rent. (sub. 29, p. 34)

Similarly Sydney Airport stated:

Sydney Airport’s car park prices are competitive with off-airport car parks, are cheap relative to CBD car parks … (sub. 46, p. 62)

And Brisbane Airport outlined: 

Prices at CBD car parks in Brisbane, which also enjoy a locational advantage, have been increasing at a faster rate than the car parking charges at Brisbane Airport. Furthermore, parking at Brisbane Airport is now cheaper than parking at any of the privately owned car parks in the Brisbane CBD. (sub. 40, p. ii)
CBD car parking prices tend to be higher in comparison to airport parking charges. Furthermore, a recent international survey of CBD parking found that daily median car parking rates in Melbourne and Sydney are among the highest in the world (table 11.8). 

Table 11.8
International comparison CBD parking prices 

Daily mean prices — 2010 
	Rank 
	City 
	$US/day 

	1
	Oslo
	89.04

	2
	Copenhagen 
	73.11

	3
	Melbourne 
	69.53

	4
	Sydney 
	67.42

	5
	London (City)
	65.97

	6
	Tokyo
	62.00

	7
	London (Westend)
	57.73

	8
	Vienna
	57.51

	9
	Amsterdam
	57.51

	10
	Geneva
	46.98


Source: Colliers International (2011). 
While airports are generally the only provider of on-airport parking, they have similarities to CBD parking operators in that they are not run at a loss to attract business. Melbourne Airport highlighted this:

The businesses of commercial car parks in the CBD are similar to car parking services provided at the airport in that, in both cases, the businesses can be operated on a stand‑alone basis. This contrasts with shopping centre and entertainment centre car parks which may be subsidised by other business activities in the centre. (sub. 29, attachment 2, p. 37)
In addition, CBD parking prices, like airports, are also likely to reflect a locational advantage as they are both situated on scarce land that is close to an ‘attraction’. However, the locational element will vary between the CBD and the airport, as the degree of scarcity will vary between locations. A direct comparison of prices between the airport and CBD parking, in a particular city, is not necessarily instructive. The ACCC argued: 
… that CBD car parking rates are not comparable to airport charges. For example, the size of location rents depends on how scarce space is, which would differ between the CBD and airport land. (sub. 3, p. 35)
The Commission supports the view that the size of the locational rents will vary between the CBD and airport land and, consequently, has not used direct comparisons of respective price levels in reaching its findings in relation to car park prices. 

Relevant benchmarks – overseas airports?
In response to the Draft Report, some media reports made comparisons between car parking prices at Australian and overseas airports, finding that Australian prices are among the highest (like CBD parking prices). The Commission has also undertaken such analysis finding that Melbourne, Sydney and Brisbane have the highest airport parking charges for the first hour. Melbourne, Sydney and Brisbane daily rates, however, are more in line with the other airports with the exception of Heathrow (highest), Dallas Forth Worth and Narita (lowest) (table 11.9). However, such comparisons are fraught because it is unclear if subsidies are provided for car parking (particularly for government operated airports), the nature of construction costs and how locational rents are (or are not) factored into the prices. 
Table 11.9
International comparison of airport parking charges 

$US (Purchasing Power Parity adjusted) — 2011
	Airport 
	1 hour
	Daily 

	Narita
	4.28
	17.12

	Dallas Fort Worth 
	2.00
	19.00

	Brisbane
	10.82
	27.04

	Frankfurt
	4.92
	30.76

	JFK 
	6.00
	33.00

	San Francisco 
	6.00
	33.00

	Melbourne 
	8.11
	35.16

	Sydney 
	10.14
	35.16

	Paris 
	4.51
	36.06

	Heathrow 
	7.04
	77.09


Source: Commission estimates. 
Sticker shock

Some airport users may be surprised by the cost of parking on return to their car — especially those not using the most appropriate parking facilities for their length of stay. The prevalence of ‘sticker shock’ is greater with infrequent users of the airport, ‘meeters and greeters’ and passengers of low-cost carriers that drive and park at the airport (box 11.6). Airports make parking cost information available to help alleviate ‘sticker shock’. Some airports and airlines offer pre‑paid online car parking at a discount. Sydney Airport noted: 

There are several ways that visitors can pay to park at the airport, including payment on exit or pre-payment via the internet (E-Park) or through airlines when booking flights. … Currently, discounts for booking online are only available for longer-term parking at the international car park (sub. 46, appendix E, p. 8).
Another reason put forward for sticker shock is that some motorists are not accustomed to paying for parking. As noted by Alan Davies on his blog on planning and development issues: 
Other than those who park in the CBD during office hours and pay out of their own pocket, most drivers aren’t used to paying directly for parking – in many cases parking is heavily subsidised by taxpayers (e.g. on-street parking) or the real cost is concealed in the cost of goods and services (e.g. malls) (Davies 2011, p. 2). 
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	Box 11.6
Cost of travel and parking: Sydney to Melbourne  

	With the emergence of low-cost fares to tourist destinations, more people are flying to holiday destinations at much lower prices than before. Some passengers do not factor in the full cost of travel and may be surprised at the cost of parking relative to the cost of airfares — particularly if they have not made the most appropriate parking choices.

In 2010, the lowest internet discount one way fare between Sydney and Melbourne was approximately $80 (or $160 return). Assuming a traveller enters Sydney airport’s car park around 6:00 pm on Friday night and departs at approximately 3:00 pm on Sunday afternoon, the following is an indication of the cost of parking relative to cost of a discount airfare: 

Airfare (return)

$160 

Remote long-term car park (unshaded)

$62

Remote long-term car park (shaded)

$77

Short-term park car park

$104

Valet car park

$172



	Sources: Sydney Airport (2011a) as at 5 July 2011; BITRE (2010c). 

	

	


Finding 11.3
At a minimum, car parking prices at airports reflect the fixed and variable costs of the service, the inbuilt over-capacity inherent in catering to peak demand and the opportunity cost of the land. Added to this is the imperative to ensure that passengers are guaranteed the convenience and amenity associated with a short‑term car park when needed, and the necessity to enable demand management strategies to use price as a mechanism to shift long‑term car parkers away from short‑term places. 

11.4
Car park investment 

In the six years to 30 June 2011, there has been substantial investment in car parking spaces (table 11.10). Over this period, car parking spaces at Perth airport grew from just below 4000 to over 13 000. Similarly, at Melbourne airport the number of spaces grew from approximately 15 000 to 20 000. Melbourne airport has the most on-airport car parking spaces of the five major airports. While total parking capacity at Sydney airport has remained static at around 10 000 over the six years to 30 June 2011, there has been investment (see below).  
Table 11.10
Number of car parking spacesa
As at 30 June 

	Airport
	2006
	2007
	2008
	2009
	2010
	2011
	
	%∆b

	Adelaidec
	1 280
	1 279
	1 593
	1 769
	1 828
	1 735
	
	36

	Brisbane
	5 988
	5 893
	6 746
	7 185
	7 126
	7 283
	
	22

	Melbourne 
	14 821
	15 228
	17 836
	20 198
	20 029
	19 629
	
	32

	Perth 
	3 756
	4 121
	7 815
	9 488
	10 215
	13 256
	
	253

	Sydney 
	9 830
	9 613
	9 595
	10 499
	9 822
	9 857
	
	0


a Excludes staff car parking.  b Percentage change from 30 June 2006 to 30 June 2011.  c 2011 data do not include 350 overflow parking spaces for both long and short-term users available during the construction of a multi-storey facility.  
Sources: ACCC (2011a); unpublished data supplied by airports. 
The nature of the growth in car parking (that is, short-term or long-term, international or domestic) varies between airports (table 11.11). At Perth airport, for example, the growth in car parking capacity has been in long-term parking at the domestic terminal with the number of parking bays increasing from around 1500 at 30 June 2006 to 7000 as at 30 June 2011. At Melbourne airport, the number of short-term car parking bays increased from around 3700 to 7500 in the five years to 30 June 2011. 
In some cases, there has been a decline in the number of parking spaces of a particular type. While the total number of car parking spaces at Perth international terminal increased from around 1000 (all short-term) to almost 4500 (short-term and long-term), the number of short‑term parking spaces fell by over 300. At Sydney airport, the number of long-term car parking spaces declined (by approximately 300) as they were converted to additional space for bus parking. (However, Sydney has added around 350 parking spaces in the international car park since 2006.) At Adelaide airport, the number of short-term car parking spaces declined in the twelve months to 30 June 2011 as a result of the construction of a multi-storey car park (Adelaide Airport 2011b). 

Table 11.11
Number of car parking spaces, by parking facility 

As at 30 June 

	
	2006
	2007
	2008
	2009
	2010
	2011
	%∆a

	Adelaideb
	
	
	
	
	
	
	

	Short-term 
	860
	829
	829
	829
	834
	715
	-17

	Long-term
	420
	450
	764
	940
	994
	1 020
	143

	Brisbane
	
	
	
	
	
	
	

	Short-term & long-term (international)
	950
	951
	1 740
	1 740
	1 740
	1 740
	83

	Short-term (domestic)
	938
	842
	858
	810
	976
	1 133
	21

	Long-term (domestic)
	4 100
	4 100
	4 148
	4 635
	4 410
	4 410
	8

	Melbourne 
	
	
	
	
	
	
	

	Short-term
	3 744
	3 315
	3 244
	7 698
	7 529
	7 529
	101

	Long-term
	11 077
	11 913
	14 592
	12 500
	12 500
	12 100
	9

	Perth
	
	
	
	
	
	
	

	Short-term (international)
	1 007
	1 007
	663
	 663
	663
	663
	-34

	Long-term (international)
	..
	..
	1 778
	1 778
	1 778
	3 792
	..

	Short-term (domestic)
	1 207
	1 207
	1 377
	1 377
	1 719
	1 719
	42

	Long-term (domestic)
	1 542
	1 907
	3 997
	5 670
	6 055
	7 082
	359

	Sydney 
	
	
	
	
	
	
	

	Short-term (international)
	1 817
	1 374
	1 356
	2 234
	2 170
	2 170
	19

	Short-term (domestic)
	3 420
	3 662
	3 662
	3 688
	3 458
	3 380
	-1

	Long-term 
	4 593
	4 577
	4 577
	4 577
	4 194
	4 307
	-6


a Percentage change from 30 June 2006 to 30 June 2011. b Data do not include 350 overflow car parking spaces for both long and short-term users.  .. not applicable
Sources: ACCC (2011a); Perth Airport (sub. 106, p. 19); unpublished data supplied by airports.  

Sustaining growth in private vehicle access to airports will require expansion of existing car parking facilities or the development of new on-site car parking. For many airports there is land available to further develop car parking facilities, especially remote long-term parking facilities. A number of airports are in the process of increasing the supply of car parks. Brisbane Airport, for example, is currently constructing a multi-level car park at the domestic terminal. When finalised this will increase the total parking capacity to over 10 000 (sub. 40). Similarly, Adelaide Airport commenced construction of a multi-level short‑term car park in February 2011. This facility, due for completion in mid‑2012, will ‘double the size of the existing short-term car park’ (Adelaide Airport 2011b, p. 1).

In August 2011, Sydney Airport announced its plans to increase car parking capacity at the airport: 

Construction of a $47 million eight storey car park at the International Terminal will start this week. The new car park will provide an additional 2,300 parking spaces to meet the growing demand from passengers for convenient and undercover parking at Sydney Airport. When construction is completed next year there will be approximately 6,150 parking spaces available at the International Terminal (Sydney Airport 2011b, p 1).

Perth Airport is also upgrading and increasing car park capacity, with an extra 2200 parking bays to be available from December 2012 (sub. 41). 

11.5
Evidence of misuse of market power in car parking 

Use of market power to delay car park investment 

The ACCC claimed that Brisbane airport may have been earning monopoly rents for airport parking as a result of ‘inefficiently delaying investment’ (ACCC 2011a, p. 73). While it does acknowledge Brisbane airport’s recent ‘considerable’ investment in multi-level car parking facilities, the ACCC questioned why this investment was not undertaken sooner (sub. 3, p. 27). In response, Brisbane Airport outlined in its submission to this inquiry that the global financial crisis (GFC) combined with its existing investment program made it difficult to obtain finance during this period: 

ACCC’s allegation that BAC [Brisbane Airport] may have deliberately deferred investment in domestic car parking capacity to enable it to put up prices is incorrect, and ignores the recent debt crisis that has held back investment around the world. BAC was already investing in an international terminal expansion ($320 million) and major new roads to the airport ($220 million) in 2007 when debt markets around the world collapsed. (sub. 40, p. iii). 

A discussion of the effect of the GFC on the financing and timing of car park investment at Brisbane airport is not included in the ACCC 2009‑10 Airport monitoring report. 

It is unclear if Brisbane Airport was aware of the claim and the need to provide supporting reasons or provided such reasoning but the ACCC chose not to include the discussion in the monitoring report. As the ACCC invites comment from each airport on their ‘own chapter’, it is quite possible that Brisbane Airport was not provided an opportunity to rebut this claim as it was not raised in the ‘Brisbane Airport’ chapter. Instead, the claim was made in the summary and overview chapter on airport car parking. This issue of ‘escalation of claims’ in ACCC monitoring reports is discussed in chapter 10. 

Setting aside the effect of the GFC, it is difficult to substantiate the ACCC’s claim of investment delay based on the data provided in the monitoring report. The ACCC bases its claim on a comparison of data between airports concluding that investment in car parking at Brisbane Airport should have been undertaken sooner ‘given a relative scarcity of car parking spaces at the airport’ (ACCC 2011a, p. 73). 

The ACCC is correct in its claim that Brisbane Airport has provided fewer car parking spaces as a ratio of average daily throughput — a measure of capacity utilisation — relative to Melbourne and Sydney airports (figure 11.2). For every car parking bay, for example, an average of 2.6 cars park in each bay (per day) at Brisbane airport’s short-term domestic parking facilities compared to one car in Melbourne and Sydney airports during 2009‑10. While Brisbane airport does have a higher number of cars parking in each bay relative to Melbourne and Sydney airport, it is in a similar range to Adelaide (3.6 cars per bay) and Perth (3.0 car per bay) airports during 2009‑10.

Figure 11.2 
Car parking spaces as a ratio of average daily throughput 

Short-term parkinga
	
[image: image2]


a( For Brisbane, Perth and Sydney, short-term parking refers to domestic short-term parking. 

Source: ACCC (2011a).  

However, it is not apparent why Brisbane airport should have a similar ratio to Melbourne and Sydney airport and not Adelaide and Perth airport (or be similar to any particular airport) as the nature of demand for on‑airport parking may vary between airports (box 11.2). The average length of stay in the short-term car park, for example, will affect the optimal ratio of car parking spaces to throughput. If the average user of the short-term parking facilities stays for only one to two hours that parking bay will be available more often than if the average user stays for seven to eight hours. From this, it is not necessarily valid to compare the indicator — car parking spaces as a ratio of average daily throughput — across airports to derive conclusions about relative scarcity, particularly without consideration of the context at individual airports. 
As outlined in chapter 10, this type of partial indicator is better used to provide broad insights into changes over time at individual airports. In particular, such trends can draw attention to ‘outliers’ or changes that may warrant further examination and explanation beyond the immediate data. An examination of the data for Brisbane Airport, however, shows no sign of any changes over time, providing no basis for further investigation based on this indicator (figure 11.2). In contrast, the ACCC noted that Melbourne Airport in 2008-09 more than doubled capacity of the short‑term parking thereby providing an explanation for the large spike in the observed ratio for Melbourne Airport (figure 11.2). In the case of Adelaide Airport, the ACCC noted that it seemed to have been ‘slow to invest in parking capacity’ but provided contextual commentary to supplement the analysis: 

Adelaide Airport noted in commentary to the monitoring results that it is clear and widely accepted that the car park is now too busy, particularly during peak periods. Moreover, the airport stated the existing car parking facilities are frequently operating beyond capacity, resulting in adverse publicity for Adelaide Airport. In response to these capacity constraints, Adelaide Airport stated it adjusted its short-term car parking prices to encourage more efficient use of airport parking — in particular to encourage patrons to utilise the long-term car park (ACCC 2011a, p. 64).

As noted above, no such commentary for Brisbane Airport was provided and the reasons for this are not clear. 

Finding 11.4
Airports generally have invested in car parking facilities. No evidence has been found during this inquiry to substantiate concerns that Brisbane Airport may have inefficiently delayed investment, especially given the problems of access to finance during the global financial crisis.

Does revenue reflect the misuse of market power? 

In the 2009‑10 Airport monitoring report, the ACCC raised concerns about total car parking revenue at Melbourne airport: 

Melbourne Airport reported the highest car parking revenue as a share of total airport revenue of 20.7 per cent … Information provided to the ACCC indicates that car parking prices at Melbourne Airport are of particular concern. (ACCC 2011a, p. 57)
In an attachment to the Melbourne Airport submission, PricewaterhouseCoopers argued against the ACCC claim of excessive car parking prices by stating:  

… [it] is not supported by analysis in the ACCC report and is not supported by an analysis of the basic data in relation to car parking … (sub. 29, attachment 2, p. 14)

Melbourne Airport (sub. 29) maintained that its geographic location, combined with the dispersed nature of the population, means that a larger proportion of users drive and park at the airport compared with most other monitored airports — this has led to higher revenue associated with car parking than other monitored airports. Using another financial indicator that takes into account the total capacity of the parking facilities, Melbourne Airport’s revenue yield per car parking bay per day is estimated to be around $13 — substantially below the yields achieved at Sydney and Brisbane airports (table 11.12). 
Table 11.12
Revenue yields per car park bay — monitored airports
2009-10
	
	Adelaide
	Brisbane
	Melbourne
	Perth 
	Sydney  

	Car parking revenue ($m)
	14
	58
	104
	33
	95

	Car parking baysa 
	3 085
	9 610
	22 412
	11 526
	12 148

	Revenue yield, per parking bay/per day ($)
	12.20
	16.60
	12.70
	7.90
	21.50


a Includes staff car parking. 
Source: Melbourne Airport (sub. 29, attachment 2). 

Furthermore, David Starkie highlighted a ‘degree of disconnect’ in the ACCC’s analysis with respect to other airport revenue streams (sub. 44, p 2). He noted that airports are multi-product businesses that take into account revenue from all aspects of the business in setting prices. In the case of Melbourne Airport, it has the highest revenue sourced from car parking charges but the lowest aeronautical revenue per passenger: 

Airports are multi-product industries … one might expect airports to take into account the demand characteristics of different revenue streams when determining prices for any particular one. According to ACCC, parking prices at Melbourne Airport are of particular concern but it has the lowest aeronautical revenue per passenger. (sub. 44, pp. 4‑5) 
11.6
Ground transport access fees and conditions 

As noted above, airports also have some influence over the cost and convenience of the alternative transport modes to using airport provided car parking. ‘Excessive’ access fees for other transport modes would raise the cost and price of such services. As noted by the ACCC: 

Market power issues in airport car parking arise because airports can control access to airport land by off-airport parking operators and other transport modes as a bottleneck. This monopoly position allows the airports to earn additional revenue resulting from prices that are higher than those reflecting location. (sub. 3, p. 26)

The Commission noted in its 2002 review that the market power in car parking services would be constrained ‘as long as landside access for competing operators (of other travel modes, such as taxis, and competing off-site parking services) is available on reasonable terms and conditions’ (PC 2002a, p. 162). This section examines the access fees for ground transport operators. 

Access fees 

The imposition and level of access fees on transport operators using the central parking, forecourt or transport lanes at the five major airports varies considerably (table 11.13). For some modes of transport, such as kerbside access for private vehicles and public buses, there is no charge across all airports. For other modes, some airports levy an access fee while others do not. In addition, when fees are charged, they tend to vary from airport to airport. 

All airports levy an access fee for taxi pick-up. The fees range from $1.32 per pick‑up at Melbourne airport to $3.50 at Sydney airport. The airports argue that these fees cover the cost of services provided such as shaded taxi holding bays, refuelling stations, canteen facilities, toilets and showers, prayer rooms, ticketing payment systems (including electronic systems), concierge services and pick-up bays. Brisbane Airport noted: 

… BAC [Brisbane Airport] has invested significant funds in taxi-related facilities as part of the CPA [Central Parking Area], including shaded holding areas, a canteen, prayer room and amenities. (sub. 40, appendix A, p. 37)

And Sydney Airport highlighted: 

… substantial costs are also incurred providing the relevant facilities. The airport must maintain access roads and provide taxi holding bays and set-down and pick-up points, as well as other infrastructure. (sub. 46, appendix E, p. 62)

Table 11.13
Ground transport access fees at monitored airports 
30 June 2011

	
	
	Bus
	
	

	Airport
	Taxia
	Small
	Medium 
	Large
	Public bus
	Hire carb

	
	$
	$
	$
	$
	$
	$

	Adelaidec
	2.00
	–
	2.00
	2.00
	–
	na

	Brisbaned
	3.00
	na
	9.50
	11.50
	–
	na

	Melbournee
	1.32
	4.00
	6.00
	12.00
	–
	3.00

	Perth
	2.00
	–
	–
	–
	–
	2.20

	Sydneyf
	3.50
	5.00
	7.00
	12.00
	–
	4.50


a Access fee per pick-up.  b Includes limousine.  c No access fees are imposed on off‑airport providers accessing the airport via mini-bus.  d Data relate to 30 June 2010. 30 June 2011 data are commercial‑in‑confidence.  e Small bus: up to 10 seats, medium sized bus: 11–24 seats, large sized bus: 24 plus. Rates listed are ‘agreed’ rates. Casual rates are higher: $7.50 for small and medium sized bus and $15 for large buses. Casual users also required to have $1000 deposit and pay one month in advance for anticipated usage.  A small bus with a trailer: $6 access fee; Hire car access fees are per 20 minutes (domestic) and 75 minutes (international).  f Small bus: up to 14 seats, medium sized bus: 15–29 seats, large sized bus: 30 plus.  Hire car access fees to T1 pick-up area for the first 75 minutes, another $4.50 for the second 75 minutes and $9.00 for the third 75 minutes.  na not available.  – Nil.

Sources: ACCC (2011a); Brisbane Airport (sub. 40, attachment A, p. 18); Bus Industry Confederation of Australia (sub. 45, p. 3); Melbourne Airport (sub. 29, p. 33); Sydney Airport (2011c); unpublished data supplied by airports. 
Adelaide Airport noted that only 20 per cent (40 cents) of the taxi access fee is retained to fund capital investment with the remainder of the charge used to provide concierge services and fund taxi driver education through the South Australian Taxi Board (sub. 12, p. 2). 

Some airports have also redesigned forecourt areas to support taxi services. In this regard, Perth Airport submitted that it:

… has undertaken significant investment in its facilities to support taxi services. The domestic terminal forecourt redesign, completed in 2010 at a cost of $13 million, separates taxis and private vehicles at the front of the domestic terminal, significantly improving taxi service efficiency. (sub. 46, p. 88)

Access fees for bus providers also vary. Perth Airport does not charge fees for bus access. Adelaide Airport charges $2 for medium and large buses to access the terminal but does not impose any fees on public buses or off‑airport providers accessing the airport via mini-bus. Brisbane, Melbourne and Sydney airports charge private bus operators with the cost of access around $12 for a ‘large’ bus (table 11.13).
Views on access fees

In its 2009‑10 monitoring report, the ACCC claimed Melbourne Airport ‘appears to have reduced the ability of off-airport parking and private bus operators to compete with on-airport parking by imposing excessive levies’ (sub. 3, p. 57). This claim is based on the fact that Melbourne Airport’s revenue from off-airport parking and private bus services is substantially higher than that of Sydney and Brisbane airports. However, the level of demand from off-airport parking at these airports is not as high as Melbourne, indicating that the number of buses entering the airport grounds and paying access fees would be lower. Analysis based on ground transport revenue yields (revenue/per passenger) indicates that Melbourne Airport is earning similar revenue per passenger as Sydney and Brisbane — when all ground transport access fees (taxi, bus, rail and private limousine hire) are included (table 11.14). 

Table 11.14
Ground transport revenue yields — selected airports
2009-10
	
	Brisbane
	Melbourne
	Sydney 

	Passenger (million)
	19.3
	26.3
	34.9

	Ground transport revenue ($m)
	4.2
	5.8
	8.9

	Ground transport revenue per passenger ($)
	0.22
	0.22
	0.26


Source: Melbourne Airport (sub. 29. p. 91).

The views of the ground transport providers vary somewhat (box 11.7) Some participants believe that there should be no access fees. Other participants recognise fees are necessary to recover the capital costs associated with the access facilities but believe fees above this level represent a misuse of market power. The amount of consultation and negotiation over the setting of access fees also differs between parties. 

As a first step, the price of ground transport access must reflect the cost of providing the service. However, costs are not the only issue determining price. Melbourne Airport noted that capital investment is but one element of price:

This charging model is based on economic principles, reflecting locational rent, convenience for travellers (particularly those carrying large bags), size of vehicle and demand. The charges are used to cover costs, such as roads, lighting, security infrastructure and traffic management personnel. (sub. 70, p. 5)
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	Box 11.7
Participants’ views on access fees 

	The Australian Taxi Industry Association (ATIA) ‘appreciates’ the facilities and services airports provide for the taxi industry but claimed that the supply of such facilities has ‘rarely’ occurred as a result of commercially negotiated outcomes. Furthermore, ATIA did not support the imposition of tolls but they believed that if tolls are necessary to fund the supply of facilities and services for taxis on airports, they should be ‘commensurate with the cost of the facilities and services provided, plus a modest profit margin for the respective airport’ (sub. 35, p. 2). 
In regard to the current level of fees, ATIA claimed that airports appear to regard taxi access fees as a convenient ‘cash cow’ (sub. 35, p. 2). ATIA would like to see greater transparency in taxi access fees: 
It seems to me that there is a significant variation in the way that airports are approaching the setting of that toll. The taxi industry would like to see a transparency in the setting of those fees and some entity, whether it's the ACCC or some other entity, being able to scrutinise the setting of those fees. (trans., p. 100)

The NSW Taxi Council acknowledged the ‘significant’ upgrades to taxi facilities in recent years and the good working relationship with Sydney Airport: 

… [Sydney Airport] has liaised with the NSW Taxi Council in relation to making these and other improvements and other issues of concern to the taxi industry. (sub. 11, p. 3)

NSW Taxi Council would also like greater transparency in the price-setting process but overall it concluded that Sydney Airport is not misusing its market power: 

… [it] does not have any evidence that SACL [Sydney Airport] has attempted to limit the quality of services or increase the cost of services provided by taxis at Sydney airport with the aim of influencing the competitive position of taxis compared to on-site car parking. (sub. 11, p. 4) 
Andrew’s Airport Parking (an off-airport provider) understood that there are costs of providing facilities for ground transport providers which should be paid for by the users: 

… AAP [Andrew’s Airport Parking] have been paying access fees for our courtesy buses to use the General Transport Operators (‘GTO’) lane at Brisbane Airport and the public collection lane at Melbourne Airport. This is standard practice at most international airports around the world, and we are strongly aware of the need for major airports to charge such fees for the upkeep of their access roads and associated infrastructure. (sub. 62, p. 1)
A consortium of hire car companies — Barton Chauffeurs, Specialised Security Transport, and Omega Chauffeurs (sub. 17) — claimed that Melbourne Airport access fees to the designated parking facilities for hire cars are too high — representing ‘monopolistic behaviour’. This group of hire companies would like to have the ‘same level of access as was enjoyed prior to the airport privatisation’ (sub. 17, p. 3). They also claimed the airport is not willing negotiate:

Despite our attempts to encourage APAM [Melbourne Airport] to discuss and consult with us … they continue to demonstrate a lack of desire to acknowledge us as stakeholders or engage with us on any meaningful level (sub. 17, p. 3).

	

	


Increasing demand and constrained supply also influence the amount paid by transport operators accessing the airport — through congestion and locational pricing. Many airports have congested forecourt areas and prices reflect, in part, this congestion. Melbourne Airport drew attention to the extent of usage in this area: 

The availability of forecourt access to ground transport operators is limited by the finite amount of kerb space available directly in front of the airport terminals. With well in excess of 27,000 vehicles movements into and out of Melbourne Airport’s forecourt each day, it is necessary to balance the needs of all user groups to ensure safe, equitable and efficient movement in that area. (sub. 29, p. 94)

The scarcity of this area is also highlighted by the Bus Industry Confederation of Australia’s call to exclude cars from the forecourt as one solution to reduce congestion: 

There is significant traffic conflict in the arrivals forecourt as coaches are fighting for parking space with public cars in [the] arrivals forecourt, the airport must not allow private cars in the forecourt or more strictly police current arrangements. (sub. 45, p. 3)
As the central parking area in front of the terminal is in demand, the prices paid by transport operators (such as buses) will also encompass locational rents. While it did not disclose the fee, SkyBus (at Melbourne Airport) pays a premium access fee for kerbside bus stops. The prime location of these stops provides the company with a ‘readily identifiable, strong branded and uncluttered’ position at the terminal (sub. 31, p. 6). The Commission is aware that the ‘space’ immediately near the terminal at other airports have been auctioned to ground transport providers at a substantial premium to other locations. 
Despite the likely presence of a premium above costs being paid by some operators, Sydney Airport claimed its access fees are not in excess of total costs — instead the airport is actually making a loss: 

… the revenues generated from landside fees at Sydney Airport are far from excessive. Rather, they are considerably less than the costs the airport incurs. The quantum of under-recovery is not altogether surprising given that the substantial costs associated with providing landside access are recovered from only some of the beneficiaries of those facilities. In particular, although taxis, shuttle buses and private hire cars are required to pay for landside access, private vehicles dropping off and picking up passengers are not. (sub. 46, appendix E, p. 63)
Access conditions

Some participants raised concerns about their dealing with airports over their conditions of access or the airports’ conduct — Barton Chauffers, Specialised Security Transport, Omega Chauffer Cars (sub. 17), Bus Industry Confederation of Australia (sub. 45), Hertz, Europecar, Thrifty, Avis and Budget (sub. 47), and Andrew’s Airport Parking (subs. 62, 64). 

In the Draft Report, the Commission noted that it was unclear if the issues raised in submissions were indicative of a system wide problem across all (or some) airports or a selection of day-to-day business problems at a few airports (box 11.8). It was also noted that it was difficult for the Commission to verify the situation at airports with some of the claims made in-confidence. Subsequent to the release of the Draft Report, apart from Aerial Capital group (sub. DR119), the Commission has not received any submissions from ground transport operators. 

While the Commission notes that business dealings between ground transport operators and some airports are not without problems, access charges and conditions are not so high as to impede competition to the point that competitors to on-airport parking choose not to operate at airports.

From information obtained in submissions and at the public hearings, it appears that there may be legitimate reasons for some of the access conditions imposed by airports — such as security and congestion management — although these may not have been conveyed to all ground transport users in a clear manner. The Commission considers that greater transparency of ground access terms and conditions would be in the public interest (discussed below).
Finding 11.5
Airports charge access fees for vehicles, ranging from nothing for drop‑off and pick‑up to differential fees for taxis, limousines and shuttle/mini buses, including direct competitors such as off‑airport car park providers. At face value, the fees do not appear excessive, notwithstanding that they may be in excess of costs for reasons of reducing congestion in the limited forecourt areas and rationing of the scarce resources available to those ground transport providers willing to pay for premium access. However, information about terms and conditions of access is less transparent.
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	Box 11.8
Selected concerns raised by ground operators: conditions of access 

	Hire car agreements

Barton Chauffeurs, Specialised Security Transport, and Omega Chauffeurs claim that hire car and limousine operators are required to sign agreements that have onerous operating terms and conditions. They cited the requirement to produce evidence of a pre‑booked client which may disclose the identity of their client. While the hire car companies acknowledge the intention is to eliminate touting, they felt that it is an unreasonable condition, given that many clients choose to use hire cars for privacy reasons: 

This clause is probably well intentioned and designed to eradicate touting by a very small percentage of the industry. However it does not acknowledge the status and privacy requirements of most hire vehicle customers, who by definition utilise our services in part to preserve their anonymity. (sub. 17, p. 7)

These companies complained that Melbourne Airport did not consult the industry prior to introducing the agreements, nor has there been any willingness to discuss the content of these agreements.
Bus operators 

The Bus Industry Confederation (BIC) argued that Melbourne Airport has imposed more restrictive security arrangements than required by the Federal police by not allowing bus or coach drivers to leave their vehicle:

From January 2010, the coach driver has not been permitted to leave the coach to collect their group from the arrivals terminal. This is not a directive from Federal Police and this over regulation has impacted on service provision for passengers arriving at the airport. (sub. 45, p. 2)

At Sydney airport, BIC also claimed that the time limits for bus/coach pick-up are not long enough to allow for plane delays and locating passenger groups. The confederation suggested increasing the time a bus is parked in the forecourt area as well as improving the accuracy of the flight information displayed throughout the airport (sub. 45).

Andrew’s Airport Parking (AAP) stated that Brisbane Airport charges bus operators access fees for picking up passengers at the domestic terminal and again for the same vehicle when it travels to the international terminal: 

In Brisbane, however, the Domestic and International terminals are in separate discrete areas and, if AAP has collected a customer at the Domestic Terminal and then travels to the International Terminal for another pick-up, we are required to pay both the domestic and international access fees. Brisbane Airport is the only airport in Australia that has adopted such a ‘double charging’ arrangement. (sub. 62, p. 3)

	

	


11.7
Future regulatory arrangements 

Airport car parking can be a contentious issue. In 2002, the Commission concluded that airports were unlikely to have significant market power in long-term car parking, but may have in short‑term. However, it considered that this was likely to be constrained as long as landside access for competing operators is available on reasonable terms and conditions (PC 2002a). In 2006, the Commission recommended not continuing with monitoring of car parking. It determined that market power was constrained by the availability of off‑airport parking, and by other options for travelling to and from airports (PC 2006). 

Car park monitoring

For this inquiry, the Commission has not been able to substantiate the ACCC’s suspicions that Melbourne airport charges monopoly car park prices by impeding access to competitors. Nor has the Commission found evidence that Brisbane airport inefficiently delayed its car parking investment to artificially constrain supply. Nevertheless, the question of whether to continue with price and quality monitoring of car park services is finely balanced for two interrelated reasons. 
First, airports are vertically integrated with landside services through car parking businesses. As the ACCC has observed: 

… users of landside services, tend to be smaller and more fragmented, with less negotiating power … Importantly, unlike (particularly international) airlines, they have less scope to use alternative airports. Finally, the airports are vertically integrated with landside services through their car parking businesses. (sub. 3, p. 7)

Second, since 1997, the ACCC has monitored car parking services and land access in various forms. The information collected contributes to a long‑term database that could assist the ACCC to identify misuse of market power. 
Despite this, the Commission does not see a net benefit from the continuation of ACCC price monitoring of car parking and land access for Adelaide Airport. While the airport’s ground transport access arrangements are vertically integrated, its market power is limited by free kerbside facilities and, given its proximity to the CBD, competitively priced taxis services. Furthermore, landside access prices are only levied on medium/large buses and taxis (where 80 per cent is used to provide concierge services and taxi driver education). Adelaide Airport does not charge an access fee for buses from off-airport parking providers or public buses. 
Recommendation 11.1
For Brisbane, Melbourne, Perth and Sydney airports, the Australian Competition and Consumer Commission should monitor and publish:

· prices, costs and profits relating to the supply of car parking

· car parking capacity, annual throughput and the schedule of landside assets 

· ground transport access charges and the associated revenues for ground transport operators

· qualitative indicators of service provision drawn from passenger surveys. 
Access undertakings 

The ACCC proposed that airports with significant market power in landside vehicle services should be subject to mandatory Part IIIA access undertakings to allow transport operators (that provide competition to on-airport car parking) to access airports on reasonable terms. It contended that: 

… mandatory undertakings for landside vehicle access services would best facilitate commercial negotiations and limit transaction costs. Access undertakings would assist the alternative transport modes to on-airport parking, which may not have the same experience, expertise and resources as the airlines in negotiating with the airports, which could make deemed declaration less effective for these operators. Access undertakings also give the airports the opportunity to remove uncertainty as to what access conditions will apply to landside vehicle access services. (sub. 3, p. 36)

Once the ACCC accepts an undertaking the service can no longer be declared.
 In the normal operation of Part IIIA (chapter 3), these undertakings represent an option for the service provider to avoid declaration, while ‘testing’ the ACCC’s view on what would be ‘acceptable’. If the service provider cannot agree with the ACCC, it must choose to ‘run the risk’ of declaration. However, under the ACCC’s proposal for mandatory undertakings, the airports must submit undertakings that are ‘acceptable’ to the ACCC. Mandatory undertakings (through continued rejection or modification) could allow the ACCC to effectively determine the acceptable price range and conditions for ground transport access at the airport. 
In relation to the degree of prescription and latitude permitted of an airport operator in its mandatory undertaking, the ACCC said: 

… undertakings could allow for negotiation of terms and conditions by establishing procedures for negotiations and clearly defined boundaries to the negotiations. In terms of access pricing arrangements, prices can take the form of reference prices, or airports could specify maximum and minimum prices between which negotiation can take place. Irrespective of the approach used, the airport would be required to explain the basis for setting access prices and how they relate to costs. (sub. 3, p. 37)
Access undertakings would provide confidence that competitive access to airports had a ‘clean bill of health’. Of course, this might do little to counter ‘sticker shock’ for customers unfamiliar with airport parking, but it should assure policy makers that competition was ensuring that prices were not inefficiently high. 

Good principles for setting access prices, require that a range of factors be taken into account beyond costs. Setting access prices purely in relation to costs would not promote efficient outcomes if those costs failed to properly account for the opportunity cost of kerbside and forecourt land. And even if airports had little to fear from posting access charges — as these do not appear to be particularly onerous — they could have concerns about a regulator being able to interpose itself in matters relating to terms and conditions of access. For example, in managing traffic flows through congested kerbside and forecourt spaces, airports might have legitimate reasons to strictly enforce rigorous conditions. Clearly, the regulator would need to be mindful of: traffic management and security reasons underlying conditions of access; and commercial arrangements for particular service providers that have agreed to pay a premium for restricted access to congested areas (for example, SkyBus at Melbourne airport). 

The Commission also has reservations about the potential for a fundamental change in property rights or the government effectively setting investment levels under an access undertaking (chapter 3). Comments by the ACCC chairman at Senate Estimates, indicate that airports with sufficient land, may be required to make that land available for an alternative car park — either as additional investment in airport owned car parking or as parking owned/leased by a third party: 
On car parking, we were talking about requiring the airports to provide us an undertaking that would facilitate access to the airports that could either mean that people with car parking off the airport site can bus people in in an effective way or, if there is enough land, some land could be made available for an alternative car park [emphasis added]. (Senate estimates transcript, pp. 126–127, 19 Oct 2011)
Such an undertaking would not fit within a ‘light‑handed’ system and would go beyond just providing greater certainty of terms and conditions for ground transport providers. It would represent either forced divesture of some land to a third party (with potentially some form of compensation) or forced investment by the airport in car parking (which may not be efficient — see below). 
Also, the implementation and administration of access undertakings are not without cost. Given the mandatory nature of the proposed undertakings, they could lead to an ongoing compliance ‘loop’ as terms are repeatedly renegotiated with the ACCC, potentially extending the compliance costs over a longer period. While noting that both the market structure and the process of implementing an access undertaking in the airport sector are considerably different to that in the wheat export market, in reviewing wheat marketing arrangements, the Commission estimated that administrative costs for the ACCC to administer the access assessment were in the order of $1.5 million over two years. In addition to these administrative costs, the three major grain bulk handling companies bore an estimated $3.0 million in compliance costs, lobbying costs and costs to regulatory agencies over the same two year period (PC 2010). The Commission also noted longer term costs associated with reduced investment incentives, which may in particular arise from ad hoc access arrangements.  
The Commission considers that there is insufficient evidence for mandatory undertakings, particularly given the potential regulatory risk. Such remedies should be countenanced only where a particular airport’s landside services have been subjected to the normal Part IIIA tests and have affirmatively satisfied those tests. In the Commission’s view, it is unlikely that these tests would be satisfied for landside access to an airport.
Recommendation 11.2
Mandatory Part IIIA access undertakings setting out prices, terms and conditions for surface transport operators to access airports should not be introduced. 
However, the Commission considers that it would be in the public interest for the monitored airports to publish the prices and conditions of access for ground transport operators (as well as providing these details to the ACCC as part of the monitoring regime). This would provide ground transport operators with greater certainty of terms and conditions and improve transparency without the compliance and regulatory costs involved in mandatory undertakings. Such transparency of access prices and conditions would also help the ACCC take action under general competition law (such as section 46 of the Competition and Consumer Act 2010 (Cwlth)) if it found evidence that an airport had acted to impede competition in order to inflate its car park revenues. This is the appropriate remedy for addressing these competition concerns, with the show cause mechanism confined to aeronautical services.
Recommendation 11.3
The price monitored airports should be required to publish on their websites the general prices and terms and conditions of access for transport operators and provide this material to the Australian Competition and Consumer Commission as part of their reporting obligations for monitoring. This should not preclude airports and their customers from being able to agree to vary these general conditions to suit their particular circumstances.
Master plans and car parks 

The ACCC further identified the airport master plan process as a useful regulatory tool ‘to ensure the major airports do not either attempt to withhold the supply of on‑airport car parking, or discourage competition in the market for landside access’ (sub. 3, p. 38). However, it added that recent changes to the Airports Act did ‘not go far enough to safeguard against any attempts by the airports to use their market power at the expense of users’ (sub. 3, p. 38). The ACCC went on to suggest: 

In assessing the airport Master Plans, stakeholder groups and the Government could give consideration to the adequacy of investment, which would have the effect of deterring airports from limiting or delaying the construction of multi-level car parking facilities. If the opportunity cost of land at an airport is high, but the airport could expand its car parking operations, this suggests that on-airport car parking capacity is being artificially restricted. (sub. 3, p. 38)

The Commission questions the appropriateness of government agencies mandating the extent or timing of an airport’s investments — a noted failing of the price cap regime (PC 2002a). An airport might have a range of projects (aeronautical, car parking, ‘big box’ retail) in train, with timing dependent on factors such as the cost of capital, demand projections, the need to diversify revenue streams, meeting deadlines for environmental impact assessments and other planning instruments and so on. As such, it would be difficult for a government agency to be fully informed about the range of factors and to make an overall judgement that was a definite and marked improvement over the normal commercial decisions. (However, if market failures were shown to be present, government intervention can improve overall efficiency beyond reliance on commercial decisions.)
� Based on 2006 data from Sydney Airport’s ground transport travel plan, 9 per cent of passengers used the rail link. Airport Link estimate that the rail link represents around 14 per cent mode share in 2010 (sub. DR 91). Sydney Airport is in the process of collecting more up to date data but this information will not be available until after the completion of this inquiry.


� The ACCC proposes that landside vehicle access services ‘could be defined as: use of terminal access roads, kerbside standing areas and holding bays at the airport for the purpose of dropping off and picking up airline passengers at an airport and its terminals’ (sub. 3, p. 36). 
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