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What We Talk About When We Talk 
about Innovation I  



“Innovation differs from improvement in that innovation refers to the 

notion of doing something different rather than doing the same 

thing better” 
Better, but more than just ‘better’ 

 

“Innovation differs from invention in that innovation refers to the use 

of a better and, as a result, novel idea or method, whereas 

invention refers more directly to the creation of the idea or method 

itself” 
Different, but not too ‘different’ 

“Successful innovation ultimately succumbing to the pressure of new 

inventions commercialised by competing entrants”  
An inherent dirver & product of competition 

 

What We Talk About When We Talk 
about Innovation II 



Airport Competition in Europe 



Airport Competition: Context 



Airport Competition: Pax Switching 

Total number 
of airports 

Avg. Share of Passengers with Choice 
 

2002                               2011 

ACI Category 1 10 36% 44% 

ACI Category 2 20 35% 43% 

ACI Category 3 32 50% 57% 

ACI Category 4 188 51% 57% 

Note: The four ACI categories are based on number of passengers Analysis covers intra-European destinations for the 250 largest airports in Europe. 

Source: Copenhagen Economics based on SEO Economic Research choice model analysis.  

‘Reasonable Alternative’ Choice Available to Passengers 

Source: ‘Airport Competition in Europe’, Copenhagen Economics, June 2012    



Airport Competitio: Pax Switching 

Choice for Transfer Passengers 
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Source: ‘Airport Competition in Europe’, Copenhagen Economics, June 2012    



Airport Competition: Airline 
Switching 

Point-to-Point 
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Airport Competition: Airline 
Switching 

 

 

 

 

 

 

 

 

 

 

Hubs 
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> 84% of European airports have an airline with >40% of capacity 

 

 

 

Source: ‘Airport Competition in Europe’, Copenhagen Economics, June 2012    



Airport Competition & Innovation 

Evidence of 
Competition 

Driver of 

Competition 
Innovation Evidence of 

Competition 



Innovation - Price 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Challenging in a context where 80-90% of airport costs are fixed 

-8% reduction in staff costs since 2009 (24% of cost base) 

.... BUT +29% increase in capital costs (31% of cost base) 

 

Source: ’ACI Airport 

Charges Survey 

2013’, ACI 

EUROPE, October 

2013    



Innovation – Price II 

Source: ‘Airport Incentive Programmes: A European Perspective’, Malina, Albers & Kroll, May 2012    



Innovation – Service Quality 

Passenger perception 
Average Airport Service Quality score +8%,  

2006-2011 

Transfer times 
Average Decrease of 10 minutes, 2002-2011 

 



Innovation – Overall Performance 

Performance Management now the Norm at European airports 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Balanced Scorecards 

 KPIs 

 Strategic Plans 

 Benchmarking 

 LEAN techniques 

 ISO 

 Value Based 

Management 

 Staff Incentives 

 
> Airports typically have 2-5 

FTEs specifically devoted 

to Performance 

Management 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: ‘The KPI Challenge for European Airports’, Franken, August 2013    



Innovation – LCC Facilities 

• Bordeaux 

• Marseille 

• Copenhagen 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• Schiphol 

• Lyon 

• Brussels...? 



Innovation – Commercial Revenues 

Annual underecovery of 

almost €4 billion on operating 

costs alone 

41% of overall airport 

revenues  
Commercial revenues a key 

component of airport 

competition 

 

Source: ‘The Airport Commercial Revenues Study 2013’, The Moodie Report, September 2013 

  



Innovation – Digital I 

Source: ‘ACI EUROPE Digital Report 2012’, ACI EUROPE, April 2011    



Innovation – Digital II 



Innovation – Digital II 



Innovation – Digital II 



The Limits of Airport Innovation I 

Airport Charges 
1 size fits all approach out of step with normal market dynamics 

 
 

 

 

 

 

 

 

 

 

 

 

Advantages of Bilateral Agreements: 
Defined price paths 

Volume rebates 

Better incentives to deliver genuine KPI committments 

Incentives tailored to airline’s specific business model & risk appetite 

Better incentives for commercial revenue cooperation 



The Limits of Airport Innovation II 

Economic regulation undermines incentives to create bilateral 

contracts 
Why make a deal when the regulator will always give you a better one? 

Wider airport-airline relationship undermined 

 

Proportionate regulation facilitates these deals 
European airports outside scope of EU Airport Charges Directive x3.5 

times more likely to have bilateral deals 

 

Commercial deals a key component of Manchester Airport Group 

strategy (Manchester Airport deregulated in 2007) 

 

Australian airports – ‘genuine commercial negotiations only started 

after 2002’(i.e. after introduction of trigger regulation) 

 

Gatwick & Stansted Airports – transition in progress... 



THANK YOU 

www.aci-europe.org 

www.airportcarbonaccreditation.org 


