HHHHHHHHHHHHHHHH
INIWERSITY OF APPLIED SCIENCES

Airport Competition — Theory and
Application for Hinterland
Strategies

Katharina Ernst



Content

Introduction

Theory on airport competition
Airport choice and its implications on
airport competition

Conclusion



Introduction

Limited research on airport competition
Market competition requests strategies
Which factors determine airport
competition?

How strong is airport competition?

How does airport choice and access mode
choice behaviour influence hinterland
strategies?




Introduction

Review of existing literature to give a
theoretical framework on airport
competition

Hinterland (catchment area) is ,a
geographical zone containing the potential
users and passengers of the airport”
(Transport Canada, 2008)

Interconnection of population (Jones,
1955)



Theory on airport competition

Competition might be an effective device
for ensuring efficiency (Forsyth, 2004 )

From public service organisation towards
public or privatised corporation (Starkie,
2002; Tretheway & Kincaid, 2005)

— capable of maintaining competition

Monopolies might be efficient, but may
have incentives to abuse its power



Theory on airport competition

Monopolistic competition in a spatial
setting (Starkie, 2002)

Increasing competition due to shared
markets (Starkie, 2002)

Locational natural monopolies (Forsyth,
2004)

Increasing importance of hinterland
strategies



Theory on airport competition

Airport competition on basis of overlapping
catchment areas

Immovable — unalterable location

Dependence on customer's flexibility,
airport choice and the airport’'s recognition

Shapes and dimensions the catchment
area (Strobach, 2008)



Theory on airport competition

Z Source: (Starkie 2002, 68)



Theory on airport competition

Overlapping catchment areas require
superior hinterland use and give reason
for enlargement



Theory on airport competition

Proximity — Substitution

Types of competition
Competition for connecting traffic
High substitutability
Dependent on airlines & their strategic behaviour
Operational strategies (Tretheway & Kincaid, 2005)
Passenger’s choice (Forsyth, 2004; Starkie, 2002)
Competition for cargo
Very intensive (Tretheway & Kincaid, 2005)
Destination competition
Linked to scope and frequency of air services
Competition for non-aeronautical service (Tretheway &
Kincaid, 2005)

Competition with other transport modes (Tretheway &
Kincaid, 2005)



Theory on airport competition

The strength of competition is dependent

on availability of substitutes (Starkie,
2002)

Indicators for product substitutability are
manifold (Forsyth, 2004)

Factors influencing substitutability

Proximity (Forsyth, 2004)
The minor the distance, the higher substitutability
Influenced by time and cost of access

Competitive advantage arises from better access
facilities (Forsyth, 2004)



Theory on airport competition

Population density (Forsyth, 2004)
Access

Transport Improvements (Forsyth, 2004)

Strength of competition is determined by the
type of traffic and type of airport (Forsyth, 2004)
low cost — moderate/strong
long haul originating leisure traffic — moderate/strong
hub traffic — moderate
full service — weak
long haul business and destination traffic — weak



Theory on airport competition

Strong competition between airports with
equal services increase the demand for
hinterland access and enlargement



Airport Choice and its implications on
airport competition

Determines basis for competition and
attractiveness of the airport (Strobach,

2008)

4 dimensions of choice (Hess, 2007)
Destination
Timing
Mode of Travel
Route choice



Airport Choice and its implications on
airport competition

Limited to the extent of travel purpose
(Bondzio, 19906)

Determinants are

Distance between departing point and
destination point
Accessibility of the airport

Time to travel to the airport
Cost to travel to the airport



Airport Choice and its implications on
airport competition

Destinations and frequency offered
Cost of ticket price
Airport facilities
(Bondzio, 1996; Harvey, 1987; Blackstone et al., 2006;
Ishii et al., 2005)
Importance of providing fast access

Provision of wide range of destinations at a high
frequency level and competitive price

Using hinterland strategies to attract passengers



Airport Choice and its implications on
airport competition

Mode choice is highly dependent on the airport
(Bondzio,1996)

Includes range of means of transportation (car,
rail, public transport, taxi) and landside
infrastructure (Bondzio, 1996)

Car and taxi provides fast, convenient access,
but additional parking cost (Bondzio, 1996;
Psaraki & Abacoumkin, 2002; Hess, 2006)

— used by business travellers



Airport Choice and its implications on
airport competition

Public transport provides cheap access,
with comfort restrictions (Bondzio, 1996;
Psaraki & Abacoumkin, 2002; Hess, 2006)

— used by leisure travellers



Conclusion

The knowledge of competition and

passenger's airport choice establishes a
basis for effective use of hinterland

Hinterland strategies comprise the efficient
use of the airport's catchment area

Enlargement plays important role to increase
advantages and benefits



Conclusion

Acquisition of customers by hinterland
improvement

Emphasis on spatial settings and
customers attraction

Substitution highlights the significance of
providing services cheaper, faster and
more convenient



Conclusion

Reasoned hinterland strategy is essential
to attract high volume of passengers and
provide fast and convenient access

Especially advanced access and
connection to the hinterland is essential

Technical, economic and political
premises need to be given

Airport managers need to consider the
importance of factors like availability of
public transport and parking facilities



Thank you for your attention!
Any questions or comments?
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