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Executive summary 

Introduction 

The European Commission (the Commission) is preparing for Reference Period 3 (RP3) of the 

Single European Sky (SES) Performance and Charging Schemes for Air Navigation Services 

(ANS). As part of this process, it is considering options for changing Regulation (EU) No 

390/2013 (the Performance Regulation) and Regulation (EU) No 391/2013 (the Charging 

Regulation).  

¶ The Performance Regulation lays down the performance scheme for setting and 

implementing binding targets for EU Member States in the key performance areas (KPAs) 

of safety, environment, airspace capacity and cost efficiency. The first Reference Period 

(RP1) ran from 2012 to 2014, and was followed by the current five-year Reference Period 

(RP2) which runs from 2015 to 2019. The scheme, binding for the EU Member States, is 

extended to third states (currently Norway and Switzerland, but to include six Balkan 

states from RP3).  

¶ The Charging Regulation is closely linked to the Performance Regulation and lays down a 

common charging scheme for ANS. Charges are calculated on the basis of determined unit 

costs that are set for each year of the Reference Period. The scheme also includes 

incentive mechanisms providing for sharing of financial risks between air navigation 

service providers (ANSPs) and airspace users. 

The primary legislation underpinning the SES1 will not be subject to change in RP3, and any 

modifications to the Performance and Charging Schemes will therefore be made through 

changes to the key implementing regulations mentioned above. At the same time, it is 

important to consider the need for some changes to other legislation to ensure that selected 

options have the desired effect2. 

Steer Davies Gleave was commissioned in August 2017 to identify specific options for change 

and assess their impacts. The aim of the study was to: 

¶ identify options for RP3 by drawing on available material (including material from the 

Commission, PRB and EASA as well as stakeholders' position papers); 

¶ perform an impact assessment of these options and assess their contribution to the 

objectives of the Performance and Charging Schemes for RP3; 

¶ provide recommendations for future development of the schemes in RP3 based on the 

identification of a preferred option; and 

¶ develop guidance material supporting the implementation of the preferred option.  

During this study, we have:  

¶ sought to describe the problem in more detail, using evidence obtained from stakeholder 

consultation and additional research; and  

                                                           

1
 Regulation (EC) No 549/2004 (the Framework Regulation) and Regulation (EC) No 550/2004 (the 

Services Provision Regulation). 

2
 For example, it is likely that implementation of some of the options under consideration would require 

a change to Regulation (EU) No 677/2011 laying down detailed rules for the implementation of air 
traffic (ATM) network functions (Regulation 677/2011). 
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¶ investigated the impact of options for addressing the problem, developed in discussion 

with the Commission and tested with stakeholders.  

Stakeholder consultation 

We undertook three separate consultation activities to provide stakeholders with an 

opportunity to express their views on the policy objectives for RP3, the key issues to be 

addressed and the expected impact of a set of specific measures intended to address the 

problems identified. These were:   

¶ a targeted stakeholder consultation organised by Steer Davies Gleave, in which over 70 

organisations were invited to participate, which was launched in September 2017 and 

remained open until end of December 2017; 

¶ face-to-face and telephone interviews with 26 stakeholders, including industry 

representatives, ANSPs, airspace users, employee representative bodies, national 

authorities and other parties, held during the period 15 September 2017 to 30 November 

2017; and 

¶ a full-day stakeholder workshop in Brussels, attended by more than 110 industry 

participants, on 14 November 2017.   

The stakeholder consultation exercise confirmed that there was no clear consensus among 

stakeholders on the appropriate direction for RP3. There was some common ground on the 

nature of the issues experienced during RP2 but strong differences of opinion on how these 

should be addressed, even within stakeholder groups.  

Intervention logic  

In the case of the Performance Scheme, the key problems identified were that the various 

monitoring and incentive mechanisms are not sufficiently integrated to deliver optimal 

outcomes, notably in the area of capacity provision, do not fully capture the performance of 

the air navigation industry, fail to take account of the interactions between the different KPAs 

and give rise to duplication of regulatory effort. Regarding the Charging Scheme, the 

mechanisms are overly complex and onerous and insufficiently transparent, with the result 

that the scheme does not create sufficiently strong incentives to improve efficiency and can 

give rise to perverse incentives.  

Our analysis indicated that the problem can be linked to: 

¶ inadequate integration of capacity planning and network management processes; 

¶ insufficient incentives to take account of environmental impacts in route design; 

¶ perverse incentives arising from the relationship between cost efficiency and capacity; 

¶ difficulties in ensuring consistency between Union-wide and lower level targets; 

¶ insufficient consideration of the interaction between terminal and en-route services; 

¶ duplication of regulatory monitoring resulting in an excessive administrative burden; 

¶ lack of clarity of the Charging Scheme; and 

¶ inefficiencies arising from risk sharing and the fact that charges are not sufficiently 

reflective of underlying costs.  

Policy objectives 

Given these findings, we developed objectives to guide the design of potential policy 

interventions for RP3. In the context of this study, focused on possible changes to 

implementing regulations, we equated the general objectives with the overall aims for the 
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modification of the two key pieces of legislation under review (the Performance and Charging 

Regulations). We also developed specific objectives, shown in the table below, which are a 

restatement or recast of objectives already defined for RP3 in papers submitted to the SSC.  

Scheme Objective Rationale 

Performance 
Scheme 

Ensure key interdependencies 
captured in target setting process 

¶ Recognises trade-offs and interactions 
between different elements of the 
Performance Scheme ς requires that these 
be considered explicitly 

Ensure gate-to-gate approach 
embedded in management of 
performance 

¶ Identifies the need for NSAs and ANSPs to 
take account of interactions between 
terminal and en-route air traffic 
management in setting targets and 
formulating plans 

Ensure link between Performance 
Scheme and Network Management 

¶ Recognises the need for greater 
coordination between processes defined by 
the Performance Regulation and those set 
out in Regulation 677/2011 for which the 
Network Manager is responsible 

Strengthen role of NSAs and reduce 
duplication of regulatory monitoring 

¶ Highlights the importance of giving NSAs a 
greater role in the regulatory framework 

Charging 
Scheme 

Ensure efficient allocation of risk 
between stakeholders 

¶ Recognises the need to address the 
underlying issue of misalignment of charges 
and costs and misallocation/inadequate 
management of risks 

Both schemes 
Simplify operation of the Schemes 
and improve their efficiency 

¶ Recognises the need to reduce resources 
required to administer the schemes so that 
they can be redeployed more effectively in 
the improvement of air navigation services 

¶ Responds to stakeholder concerns that the 
Schemes lack clarity in key areas and are too 
complex and onerous 

Source: Steer Davies Gleave 

Policy options 

As required by the Task Specifications for the study, we identified and reviewed a wide range 

of possible measures for improving the Performance and Charging Schemes in RP3. These 

were sifted and combined into a series of coherent options. Note, however, that measures 

discounted for the purposes of changing the Performance and Charging Schemes for RP3 

should not necessarily be permanently set aside. In particular, we note that:  

¶ The changes to be considered in this impact assessment are restricted to changes in 

implementing regulations, and that changes to Commission regulations could be 

introduced in later periods. 

¶ Further, while some technologies and/or performance indicators may be insufficiently 

mature to be introduced within the next two years, further development during RP3 may 

enable their application in RP4 or RP5.  

The figure below illustrates the structure of the options developed and their relationship with 

each other. Note that option A is a standalone option, as well as being a component of options 

B, C1 and C2.  
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Structure of the options considered in the impact assessment 

 

Source: Steer Davies Gleave 

Approach to the Impact Assessment  

The short-listed policy options were subjected to an impact assessment (IA) to estimate their 

impacts across a range of areas, in line with the Better Regulation Guidelines and ά¢ƻƻƭōƻȄέΦ 

We constructed an Excel-based IA tool to enable us to calculate the quantified and monetised 

impacts in each Member State and Switzerland across a 20-year assessment period from 2015 

to 2035. The tool was used to: 

¶ define the baseline scenario, ǿƘƛŎƘ Ŏŀƴ ōŜ ŘŜǎŎǊƛōŜŘ ŀǎ ŀ ΨŘƻ ƳƛƴƛƳǳƳΩ ǎŎŜƴŀǊƛƻΣ ƛƴ ǿƘƛŎƘ 

there is no significant change to the regulatory framework put in place for RP2 and 

established trends continue;  

¶ estimate the impacts of the four policy options tested for RP3, with impacts measured in 

terms of deviations from the baseline; and 

¶ assess the sensitivity of the options tested.  

We used multi-criteria analysis (MCA) to combine impacts to judge each option. We also 

analysed qualitatively impacts that could not be assessed using the IA tool.  

Results and conclusions of the Impact Assessment 

From the results of the MCA and the qualitative assessment of impacts, we consider that 

Option C1 is the most appropriate option for implementation in RP3. It delivers slightly lower 
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delay savings than C2, but significantly more than Options A and B. Importantly, C1 also 

delivers the lowest unit rates of all the options resulting in similar levels of administrative cost, 

but without affecting the cost of capital to the same extent as Option B. The savings in unit 

rate brought by Option C1 are driven primarily by effective scrutiny of capital expenditure 

programmes of ANSPs by the NSAs and reimbursement of planned capital expenditure that is 

not delivered. We also note that it is supported by both NSAs and ANSPs, although airspace 

users are concerned that it would further complicate the Charging Scheme by introducing 

geographical variation into the application of both risk-sharing and incentive mechanisms.  

Option B delivers benefits in the form of better alignment between planned and actual capital 

expenditure, including through reimbursement of planned expenditure not delivered, as under 

Option C1. It also enables some savings in regulatory resources, which translate into a small 

reduction in unit rates. However, the removal of risk sharing arrangements results in an 

increase in the cost of capital and the option provides no direct incentives for ANSPs to reduce 

delay. We also note that the option does not command support across the stakeholder 

community.  

Option C2 has the potential to deliver lower unit rates as well as the highest reduction in delay 

among all four options. As it involves only limited changes to risk sharing arrangements, it 

does not result in a ƳŀǘŜǊƛŀƭ ƛƴŎǊŜŀǎŜ ƛƴ !b{tǎΩ Ŏƻǎǘ ƻŦ ŎŀǇƛǘŀl. However, we suggest that the 

introduction of a pan-European capacity incentive framework, with supporting delay 

attribution and dispute resolution arrangements, raises issues that are not adequately 

captured by our estimates of increased regulatory costs. In particular, we consider that 

achieving the necessary consensus across a sufficiently wide range of stakeholders would be 

challenging within the timeframe available for agreeing changes for RP3.  

For option C1 to deliver the intended benefits, NSAs would need to be adequately empowered 

and resourced, as their level of responsibility for delivery of RP3 objectives would be 

increased, firstly in the area of capacity but especially in relation to cost-efficiency, where their 

involvement with the traffic risk-sharing scheme and the incentive mechanisms would be 

enhanced. More specifically, if there were a failure by NSAs to scrutinise capital expenditure 

effectively from the start of RP3, the benefits of the option could be significantly undermined. 

Hence, following implementation, the impacts would need to be kept under review with a 

view to a further assessment prior to RP4. Further, in the light of these results, we suggest that 

the Commission should provide support, possibly in the form of non-binding guidance, to NSAs 

on effective monitoring of capital expenditure, factors to be taken into account in defining the 

risk sharing and incentives mechanisms and ensuring stakeholder consultations are 

meaningful.  
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Background 

1.1 The European Commission (the Commission) is preparing for Reference Period 3 (RP3) of the 

Single European Sky (SES) Performance and Charging Schemes. As part of this process, it is 

considering options for changing Regulation (EU) No 390/2013 laying down a performance 

scheme for air navigation services and network functions (the Performance Regulation) and 

Regulation (EU) No 391/2013 laying down a common charging scheme for air navigation 

services (the Charging Regulation). Steer Davies Gleave has been commissioned to identify 

specific options for change and assess their impacts. 

1.2 The primary legislation underpinning the SES3 will not be subject to change in RP3, and any 

modifications to the Performance and Charging Schemes will therefore be made through 

changes to the to key implementing regulations mentioned above. At the same time, it will be 

important to consider the need for some changes to other legislation to ensure that selected 

options have the desired effect4. 

Purpose and organisation of this report 

1.3 This report is the fourth main deliverable for the impact assessment of options for the 

regulatory approach in RP3 of the SES Performance and Charging Schemes. It has been 

prepared to meet the requirements for the Final Report set out in the Task Specifications for 

the study. 

1.4 The report is organised as follows: 

¶ Chapter 2 summarises the methodological framework for the study; 

¶ Chapter 3 presents an update of the intervention logic underpinning the impact 

assessment;  

¶ Chapter 4 presents the results of a sifting and consolidation of the measures considered 

during the impact assessment and describes four policy options;  

¶ Chapter 5 provides a description of the impact assessment tool used for the study, 

including the baseline scenario and the assumptions used in quantifying impacts of 

different options; 

¶ Chapter 6 presents the results of the impact assessment; and 

                                                           

3
 Regulation (EC) No 549/2004 (the Framework Regulation) and Regulation (EC) No 550/2004 (the 

Services Provision Regulation). 

4
 For example, it is likely that implementation of some of the options under consideration would require 

a change to Regulation (EU) No 677/2011 laying down detailed rules for the implementation of air 
traffic (ATM) network functions (Regulation 677/2011). 

1 Introduction 
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¶ Chapter 7 sets out our conclusions.  

1.5 The report also includes the following Appendices: 

¶ Appendix A provides a long list of measures for improving the Performance and Charging 

Schemes that were identified and reviewed during the study;  

¶ Appendix B summarises the results of an initial sifting of the measures and provides an 

explanation for the exclusion of further measures during the process of formulating final 

options; 

¶ Appendix C reports on the results of the stakeholder consultation undertaken as part of 

the study; 

¶ Appendix D summarises the proceedings at a stakeholder workshop held on 14 November 

to discuss a series of proposed options for change;  

¶ Appendix E provides more detail on the assumptions used in the quantitative analysis; and 

¶ Appendix F presents the results of the impact assessment for each Member State.  



Impact assessment of options for the regulatory approach in RP3 of the SES Performance and Charging Schemes 

 February 2018 | 3 

Overview 

2.1 Since any changes to the Performance and Charging Schemes for RP3 will be limited to the 

relevant implementing regulations, it has not been necessary to carry out a full impact 

assessment of the options for change. We have nevertheless undertaken the assessment in 

ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ .ŜǘǘŜǊ wŜƎǳƭŀǘƛƻƴ DǳƛŘŜƭƛƴŜǎ5. These require impact 

assessment studies to proceed according to the following steps: 

¶ Identification of the problem: the changes to the legislation considered must be designed 

to address specific problems for which there is clear evidence. 

¶ Specification of objectives: once the problem has been identified, it is necessary to define 

a number of objectives to guide the subsequent formulation of options. 

¶ Formulation of options: options must be developed by combining individual policy 

measures that have been sifted against clear criteria. Each option should represent a 

coherent package of measures that, together, meet all the objectives defined in the 

previous stage. 

¶ Analysis/comparison of options: the options are compared using rigorous analysis of 

their expected effects on charges for air navigation services (ANS), the cost efficiency of 

the air navigation service providers (ANSPs), the administrative burden of the 

Performance and Charging Schemes (including regulatory costs incurred by ANSPs and 

National Supervisory Authorities (NSAs)), employment within the ANS sector and the 

environment. 

¶ Conclusions: a preferred option is selected based on the results of the comparative 

analysis. The impact assessment must also make recommendations on the appropriate 

changes to legislation to implement the preferred option, and on guidance to 

stakeholders that is expected to support them in working within the new regulatory 

arrangements. Implementation must be supported by a monitoring framework, based on 

one or more operational objectives that will facilitate subsequent evaluation of the new 

Performance and Charging Schemes at a later date. 

2.2 The relationship between these various steps is shown in the figure below. In the remainder of 

this chapter, we describe each in more detail.  

                                                           

5
 Commission Staff Working Document: Better Regulation Guidelines (SWD (2017) 350 final). 

2 Methodological framework 
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Figure 2.1: Overview of methodological framework 

 

Source: Steer Davies Gleave 

Identification of problem 

2.3 It is important that any changes to the Performance and Charging Schemes introduced for RP3 

address identified failings in the existing regulatory framework applied during RP2. We have 

investigated current problems by reviewing a number of information sources, in particular: 

¶ relevant studies of the sector undertaken by, or on behalf of the Commission, Eurocontrol 

and other institutions and forums with an interest in ANS and the SES; 

¶ papers submitted to the Single Sky Committee (SSC) discussing possible changes to the 

Performance and Charging Regulations in anticipation of RP36; 

¶ papers provided by stakeholders in response to proposals discussed by the SSC and 

responses to the stakeholder consultation forming part of this study;  

¶ the Network Strategy Plan 2015-20197 and Network Operations Plan (NOP) 2017-

2019/218 prepared by the Network Manager in accordance with Regulation 677/2011; 

and 

¶ the Annual Monitoring Reports prepared by the Performance Review Body (PRB). 

2.4 We have used these sources to develop a comprehensive definition of the problem arising 

from shortcomings in the existing legislation, as set out in Chapter 3. The problem definition 

includes an assessment of a baseline scenario, representing a quantified projection of the 

outcomes for the ANS sector, measured in terms of the four Key Performance Areas (KPAs) 

                                                           

6
 In particular, we have reviewed Revision of the Performance Scheme (options) (SSC/17/Ad-Hoc/WP5) 

and Revision of the Charging Scheme (options) (SSC/17/Ad-Hoc/WP6), each provided as an annex to the 
Task Specifications for this study.  

7
 Network Strategy Plan 2015-2019, Network Manager, July 2014. 

8
 European Network Operations Plan, Network Manager, June 2017. 
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covered by the legislation9, if the Performance and Charging Schemes were to remain 

unchanged during RP3 and beyond. The baseline is described in Chapter 5.       

Specification of objectives 

2.5 In discussion with the Commission, we specified a series of objectives for changes to 

legislation in RP3. In accordance with the Better Regulation Guidelines, these consist of: 

¶ general objectives, aligned with treaty-based goals and capturing the overall purpose of 

the changes under consideration; and 

¶ specific objectives reflecting the need to address the different aspects of the problem 

investigated in the previous step. 

2.6 As required, we have developed specific objectives that are SMART (specific, measurable, 

achievable, relevant and time-bound), such that it will be possible, post RP3, to determine 

unequivocally whether they have been met. Both the general and the specific objectives, and 

their relationship to the problem definition, are described in Chapter 3.   

Formulation of options 

2.7 A wide range of measures were already under discussion in the SSC and other SES forums prior 

to the start of the study. We undertook an extensive review of these at the inception stage 

before sifting and consolidating them into a series of options through the process shown 

below. 

Figure 2.2: Formulation of options 

 

Source: Steer Davies Gleave  

2.8 The long list of policy measures included in Appendix A was derived from a wide range of 

sources. These included three pieces of analysis undertaken by the Performance Review Unit 

(PRU) on behalf of the Commission, namely: 

¶ a discussion paper on improved demand-capacity balancing10; 

¶ a review of different proposals for enhancing the measurement of the environment KPA11; 

and 

                                                           

9
 The four KPAs identified in the Framework Regulation and subject to monitoring under the 

Performance regulation are safety, the environment, capacity and cost efficiency. 

10
 Improved demand-capacity balancing, discussion paper, Eurocontrol, 15 September 2017. 
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¶ a simulation of different models of risk sharing that could be introduced under the 

Charging Regulation12. 

2.9 We also reviewed proposals described in the papers submitted to the SSC (see footnote 4) and 

suggestions put forward by stakeholders in separate documents provided to the Commission 

and in discussions during the consultation exercise. Overall, we identified 67 separate 

measures, 30 concerning the Performance Scheme and 37 concerning the Charging Scheme13.  

2.10 The long list was subjected to a sifting exercise to identify a set of practical measures that 

could realistically be implemented for RP3. This required the application of sifting criteria 

recommended by the Better Regulation Guidelines, suitably modified and supplemented to 

reflect the characteristics of the SES and the associated regulatory framework. The criteria 

applied are shown in Table 2.1.  

Table 2.1: Sifting criteria 

Criterion Explanation 

Legal feasibility Measures should respect the principle of conferral. They should also respect any 
obligation arising from the EU Treaties (and relevant international agreements) and 
ensure respect for fundamental rights. Legal obligations incorporated in existing 
primary or secondary EU legislation may also rule out certain measures. 

Technical feasibility Technical constraints and lack of technical maturity may prevent the implementation, 
monitoring and/or enforcement of theoretical measures. 

Previous policy 
choices 

Certain measures may be ruled out by previous Commission policy choices or 
mandates by EU institutions. 

Coherence with other 
EU policy objectives 

Certain measures may be ruled out early due to poor coherence with other general 
EU policy objectives. 

Effectiveness and 
efficiency 

It may already be possible to show that some measures would achieve a worse cost-
benefit balance than others. 

Proportionality Some measures may clearly restrict the scope for national decision-making over and 
above what is needed to achieve the objectives satisfactorily. 

Political feasibility Measures that would clearly fail to garner the necessary political support for 
legislative adoption and/or implementation may also need to be discarded. 

Relevance When it can be shown that two options are not likely to differ materially in terms of 
their significant impacts or their distribution, only one should be retained. In addition, 
measures must address, at least to some degree, the objectives for the proposed 
policy or legislative change (in this case, the objectives for RP3). 

Accountability Where a measure allocate responsibility to parties that they cannot necessarily meet 
for reasons outside their control, such that the parties cannot be held accountable, 
the measure may be rejected. 

Source: Better Regulation Guidelines, adapted by Steer Davies Gleave  

2.11 Following the sifting exercise, we combined the remaining measures into a series of options 

for analysis. Each option was developed with a view to meeting all the objectives for RP3 

                                                                                                                                                                          

11
 Support to the impact assessment of RP3 options, topic B ς environment, Eurocontrol, 15 September 

2017. 

12
 Support to the impact assessment of RP3 options, topic C ς economics, Eurocontrol, 13 October 2017. 

13
 In practice, it is difficult to specify the number of potential measures reviewed precisely. As indicated 

in Appendix A, some are similar to, or overlap with, others and some are insufficiently well defined to 
allow them to be distinguished clearly from the alternatives. 
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previously defined. They were shared with stakeholders at a workshop held in November 

2017, the proceedings of which are summarised in Appendix D, and further refined in the light 

of comments and observations received. The final set of options analysed are described in 

Chapter 4.  

Analysis/comparison of options 

2.12 We have analysed the options by estimating their impacts in terms of a wide range of metrics, 

including those related to the KPAs covered by the Performance Scheme. The analysis was 

undertaken using the impact assessment (IA) tool described in Chapter 5, which calculates 

impacts of options relative to the baseline projection. We have also assessed some impacts 

qualitatively in the view of the difficulties of modelling them reliably, either because of 

inadequate data or difficulties in capturing behavioural responses to changes within the IA 

tool. The following table summarises our approach to the analysis of impacts. 

Table 2.2: Approach to the analysis of impacts 

Impact 
Quantitative 
analysis 
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Economic impacts 

1 Charges paid by airspace users V   

2 Regulatory impacts ς airspace user/ANSP costs V   

3 Regulatory impacts ς NSA/Member State costs V   

4 Service quality (measured in terms of cost of delay) V   

5 Changes in ease of free movement of goods, capital and workers   V 

6 Changes in consumer choice and prices   V 

7 Impacts on barriers to entry and market structure   V 

8 Relocation of businesses between Member States   V 

9 Economic effects on small and medium sized enterprises (SMEs)   V 

Social impacts 

10 Employment levels V V  

11 Working conditions and job quality   V 

12 Level of infringement of social rules (including labour law)   V 

Environmental impacts 

13 Fuel burn and the associated costs V V  

14 Level of carbon dioxide emissions V V  

Source: Steer Davies Gleave 

2.13 The scope and functionality of the impact assessment tool reflects the following 

considerations:  
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¶ We do not anticipate there will be an impact on the level of air transport activity 

(measured in flights or service units) as a result of any of the options modelled14. 

However, the tool includes a baseline projection of traffic for the purpose of calculating 

unit rates. 

¶ The SES KPIs included within the tool are limited to delay and KEA15 (although KEA is 

included only within the baseline as it was not possible to estimate the impact of any of 

the policy options on the metric). The impact of options on cost efficiency is captured 

through the estimation of unit rates, and none of the options is expected to have an 

safety-related impacts (other than on the regulatory cost associated with safety 

monitoring). 

¶ All options have an impact on regulatory costs (incurred primarily by ANSPs and NSAs). 

We have assumed that any increases or savings in such costs will be reflected in an 

adjustment to the determined cost base and not internalised by the organisation 

concerned. 

Stakeholder consultation 

2.14 We undertook an extensive stakeholder consultation exercise in support of the study, 

engaging with stakeholders through the following channels: 

¶ a combination of face-to-face and telephone interviews with 26 stakeholders including 

airspace users and their representative organisations, ANSPs, functional airspace blocks 

(FABs), CANSO, the Network Manager, NSAs and Member States; 

¶ a review of stakeholder written submissions to the Commission and the SSC;  

¶ questionnaires tailored to different stakeholder groups and distributed to 74 stakeholders 

across the European Union; and 

¶ a stakeholder workshop held in Brussels at which we set out proposed options for analysis 

and sought comments on their merits and likely impacts. 

2.15 The results of the stakeholder consultation are set out in Appendix C. The level of response to 

the questionnaire is shown in the figure below. 

                                                           

14
 This reflects the share of air navigation charges in total airline operating costs, which we estimate to 

be between 8% and 12% in the case of low cost carriers. Any change to charges resulting from the 
options considered in this study is therefore likely to have only a marginal impact on air fares, which are 
anyway determined by a wide range of market-related and commercial factors as well as underlying 
costs. We have assumed, as a first approximation, that traffic levels do not vary between options. 

15
 KEA is a measure of the horizontal en-route flight efficiency based on the actual trajectory of the 

flight. It is defined as a comparison between the length of the en-route part of the actual trajectory 
derived from surveillance data and the corresponding portion of the great circle distance, summed over 
all relevant flights traversing European airspace. 
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Figure 2.3: Level of stakeholder questionnaire responses 

 

Source: Steer Davies Gleave analysis 

Conclusions 

2.16 Based on the analysis described above, and taking account of stakeholder comments on the 

proposals discussed at the workshop, we identified a preferred set of policy changes for 

implementation in RP3. These are described in Chapter 7, together with a number of 

recommendations relating to the introduction of supporting guidance and a monitoring 

framework to facilitate evaluation.  
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Introduction 

3.1 This chapter discusses the intervention logic underpinning the impact assessment. This is 

based on a review of relevant data sources referenced through this report, and the results of 

the stakeholder consultation exercise described in Appendix C.  

3.2 As already noted, the possible changes to the Performance and Charging Schemes that the 

Commission is considering for implementation in RP3 are limited to the implementing 

regulations, and will not therefore be subject to a full impact assessment of the kind 

undertaken when a major new policy intervention is in prospect. Accordingly, the Task 

Specifications for this study do not require us to undertake a thorough investigation of the 

problem and associated evidence base supporting the case for intervention. Nevertheless, it is 

important that the impact assessment is rooted in a clearly specified intervention logic, 

informing both the selection of appropriate policy measures and their grouping into coherent 

policy options for further analysis.  

Overview 

3.3 We provide an illustration of the intervention logic in Figure 3.1. As shown, we have 

considered the Performance and Charging Schemes separately, noting that in formulating 

policy measures and options and assessing their impacts we have also considered the 

interactions between them. In each case, we have: 

¶ defined the principal problem in terms of a failure to deliver the full benefits anticipated 

when the Performance and Charging Regulations (and broader framework of SES 

legislation) were implemented; 

¶ set out a number of problem drivers, which represent the key elements of the problem 

that will need to be addressed in RP3; and 

¶ indicated the underlying root causes that have informed the development of individual 

policy measures. 

3.4 In addition, we have formulated general objectives (high level aims, in this case ultimately 

rooted in the overall objectives of the SES) and specific objectives (more focused aims, aligned 

with the principal elements of the problem), in accordance with the methodology described in 

the previous chapter. We outline the main elements of the problem in the following sections 

before going on the explain the objectives. 

3 Intervention logic 
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Figure 3.1: Overview of the intervention logic 

 

Source: Steer Davies Gleave 
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Problem definition 

Key problems with the Performance and Charging Schemes 

3.5 Both the Performance and Charging Schemes represent a substantial development of the SES, 

delivering benefits in the form of stronger incentives to improve performance across the full 

range of KPAs and much greater transparency and consistency of performance data, notably in 

respect of the cost information used to calculate unit rates. Nevertheless, it is also clear from 

the experience of stakeholders, communicated through the SSC and other forums, that both 

schemes need to be improved if the benefits of the SES are to be fully realised and efficient 

pricing and delivery of ANS is to be achieved. More specifically: 

¶ in the case of the Performance Scheme, the various monitoring and incentive mechanisms 

are not sufficiently integrated to deliver optimal outcomes, notably in the area of capacity 

provision, do not fully capture the performance of the air navigation industry, fail to take 

account of the interactions between the different KPAs and give rise to duplication of 

regulatory effort; and 

¶ in the case of the Charging Scheme, the mechanisms are overly complex and onerous and 

insufficiently transparent, with the result that the scheme does not create sufficiently 

strong incentives to improve efficiency and can give rise to perverse incentives. 

3.6 We discuss the drivers of these problems and their underpinning root causes in the following 

paragraphs. 

Problem drivers and root causes 

Integration of capacity planning and NOP processes 

3.7 The Commission has noted that the different pieces of legislation that define and give effect to 

the SES might be better aligned to ensure the efficiency of certain measures being considered 

for RP3. This is particularly apparent in the case of the planning processes defined by 

Regulation 677/2011, which are intended to support the setting and monitoring of Union-wide 

targets:  

¶ Specific provisions included in the legislation require the Network Manager to produce a 

Network Operations Plan (NOP) for the delivery of the targets and identify any potential 

for differences between reported and planned performance.  

¶ The Performance Regulation also requires the Network Manager to prepare a Network 

Performance Plan (NPP) and, on request, to define corrective measures if targets are not 

met.  

3.8 In practice, the Performance Scheme is insufficiently flexible to enable short term changes in 

response to NOP processes, and there is anyway insufficient compliance of NOP 

recommendations to address shortfalls in service delivery (e.g. at weekends and during 

holidays). ANSP representatives tended to agree that there should be a better link between 

the Performance Scheme and the network functions, although they considered that 

integration should not result in a confusion of operational and regulatory functions. 

Relationship between the environment and route design 

3.9 The Performance Scheme captures the relationship between flight routing and environmental 

impacts through two Key Performance Indicators (KPIs): KEP (which measures horizontal flight 

efficiency by reference to the trajectory in the last filed flight plan) and KEA (which measures 

horizontal flight efficiency by reference to the actual trajectory flown). While the actual 
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trajectory ultimately determines the environmental impact, and often differs from the 

planned trajectory, KEP is nevertheless important since it provides an indication of the 

environmental impacts potentially arising from the planning process. However, flight planning 

is currently insufficiently dynamic, since the airlines flight planning systems do not always 

make full use of various tools and techniques facilitating re-routing and do not enable a full 

exploitation of constrained routes (CDRs) and/or free route airspace (FRA). This means that 

the Network Manager and ANSPs can only influence flight planning to a limited degree, which 

tends to undermine the value of KEP as a measure of the contribution of the ANS industry to 

reducing environmental impacts. 

3.10 In addition, the environment KPA is not subject to comprehensive measurement, with 

measures such as fuel emissions, vertical flight efficiency, noise levels and air quality excluded 

from the list of performance indicators monitored. In some cases (e.g. vertical flight 

efficiency), this has been due to the difficulty of identifying the contribution of different 

parties to measured inefficiency, while in others (e.g. noise), it reflects the fact that the 

associated environmental impacts are local (i.e. mainly on the ground or at low flight levels) 

and not easily captured within the Performance Scheme. Nevertheless, the limitations of the 

current measurement arrangements mean that this element of the scheme is not enabling full 

exploitation of the potential environmental benefits of the SES. 

3.11 We identified support for the view that the environment KPA should be subject to better 

measurement during the stakeholder consultation. ANSPs, in particular, were concerned that 

current metrics did not adequately capture the contribution of different parties to measured 

outcomes. For example, Naviair suggested that environmental targets should focus on airlines 

rather than ANSPs, and that charging should be based on the actual-flown route in order to 

bring charges into line with costs actually incurred. FABEC also supported the view that the 

impact of other stakeholders on ANSP performance should be captured within the 

Performance Scheme, for example through the monitoring of relevant environmental 

indicators.  

Relationship between cost efficiency and capacity 

3.12 In principle, it should be possible for ANSPs to deliver appropriate capacity in a cost-efficient 

manner, optimising the price - quality ratio faced by airspace users. The latter have stressed 

the importance of achieving the appropriate balance of price and quality through the 

regulatory process, as there is no competitive discipline on ANSPs. However, during the 

stakeholder consultation, and through their responses to SSC discussions, ANSP 

representatives and other stakeholders have suggested that undue emphasis on achieving cost 

efficiency targets can undermine the quality of service delivery by encouraging 

underinvestment. When ANSPs face cost pressures, they often seek to postpone or reduce 

capital expenditure programmes, which has a detrimental effect on capacity in the medium to 

long term.  

3.13 At the same time, airspace users have expressed concerns that capital expenditure is not 

subject to sufficient regulatory scrutiny, with the result that planned expenditure, the costs of 

which are reflected in unit rates, may not be delivered. The same concern was raised in a 

recent report from the European Court of Auditors16, which noted that άŎŀǇƛǘŀƭ ŜȄǇŜƴŘƛǘǳǊŜ 

included in performance plans is part of the determined unit cost and will be charged to 

                                                           

16
 Single European Sky: a changed culture but not a single sky, European Court of Auditors, 2017. 
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airspace users even if ANSPs opt to cancel or postpone such investments. While the 

Performance Review Body has identified capital underspending of approximately ϵ1 billion 

during the 2012-2015 period, there is no provision for the return of these amounts to users 

ǎƘƻǳƭŘ ǘƘŜ ǊŜƭŀǘŜŘ ƛƴǾŜǎǘƳŜƴǘǎ ƴŜǾŜǊ ƳŀǘŜǊƛŀƭƛȊŜέΦ 

Union-wide and lower level targets 

3.14 In principle, the planning framework defined by the Performance Regulation includes a 

process for setting Union-wide targets covering the various KPAs and consistent targets at a 

more disaggregated level (the national and FAB levels). However, in practice the relationship 

between the various targets can be unclear and they are not always consistent. This is partly 

the result of different target setting requirements in different KPAs, as follows: 

¶ in the case of safety, capacity and the environment, targets for the relevant KPIs are 

largely set at the FAB level17; 

¶ cost efficiency KPI targets are set at the level of the charging zone (as a first 

approximation, the national level); and 

¶ performance plans are aligned with Flight Information Region (FIR) boundaries. 

3.15 Coupled with the interaction between KPAs, these differences in the approach to target 

setting tend to undermine accountability for performance. This is a concern for the design of 

effective incentive schemes, for example where individual ANSPs can receive rewards for 

improving capacity notwithstanding that the overall FAB target for the capacity KPI is missed. 

3.16 These concerns echo the findings of the Court of Auditors report, which made a number of 

recommendations to better address the fragmentation of the SES. In particular, the Court 

directed the Commission to assess the added value of maintaining the regulatory 

requirements for FABs άƎƛǾŜƴ ǘƘŜƛǊ ƛƴŜŦŦŜŎǘƛǾŜƴŜǎǎ ƛƴ ǘŀǊƎŜǘƛƴƎ ŘŜŦǊŀƎƳŜƴǘŀǘƛƻƴέ, and to 

review policy options which, on their own or in addition to FABs, could effectively deliver 

defragmentation and generate economies of scale. Lƴ ǘƘŜ /ƻǳǊǘΩǎ ǾƛŜǿΣ ǎǳŎƘ ƻǇǘƛƻƴǎ could 

include the active promotion of integrated or cross border service provision, taking into 

account possible restructuring of ANSP services to encourage a more competitive approach.  

3.17 The difficulties surrounding consistent target setting are compounded by insufficient 

involvement of NSAs and other stakeholders in the determination of Union-wide targets. At 

present, the Performance Regulation provides for the adoption of targets no later than 12 

months before the beginning of a Reference Period and the subsequent preparation of 

consistent performance plans and targets by NSAs. In practice, this introduces the potential 

for inconsistency, leading to delays in the approval of performance plans. Moreover, there is 

currently no formal mechanism for enabling NSAs to communicate information on local 

influences and constraints on national targets (e.g. in the form of likely ranges for KPIs), which 

would help to improve the reliability of targets and simplify the process for ensuring 

consistency. 

3.18 In addition, the process for revising plans and targets is overly complex and unclear. This is 

partly due to the inclusion of provisions within the Performance and Charging Regulations 

apparently duplicating mechanisms for making revisions (in particular, the alert mechanism 

defined by Article 19 of the Performance Regulation and the traffic risk sharing mechanism 

defined by Article 13 of the Charging Regulation). It also reflects a lack of integration with 

                                                           

17
 Arrival ATFM delay minute targets are set at the national level. 
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other parts of the SES framework, for example the planning processes defined by Regulation 

677/2011 as already discussed.  

Terminal/en-route interaction 

3.19 The Commission is concerned that industry planning processes do not encourage a gate-to-

gate approach, whereby interactions between terminal and en-route air traffic movements are 

considered in the development of specific plans and targets, particularly in respect of the 

capacity KPA. This concern was echoed by airspace users during the stakeholder consultation.  

3.20 In a previous report for the Commission on modulation of charges18, we highlighted the 

difficulty in defining clear boundaries between en-route, terminal and approach activity, not 

least because of the range of different practices and distinctions between activities applied 

across the European Union. At the same time, the use of en-route air traffic flow management 

(ATFM) delay as the KPI for capacity and the monitoring of delay due to terminal and airport 

navigation services as a lower level performance indicator may be inhibiting the adoption of a 

more integrated approach. In addition, failure to monitor vertical flight efficiency means that 

the contribution of continuous climb operation (CCO) and continuous descent operation (CDO) 

to overall flight efficiency is not currently captured. 

3.21 Airspace users strongly support an embedded gate-to-gate approach in the management of 

airspace. However, while the ANSP community endorses the importance of such an approach, 

they also note that it cannot be delivered through the management of airspace alone. For 

example:  

¶ CANSO considered that the objective of a gate-to-gate approach was close to being met, 

as it considers that while there is no single gate-to-gate indicator, the major parts of a 

flight are already covered by indicators. It also indicated that such an approach should not 

obscure the performance of en-route and terminal services, nor create barriers to market-

based provision of terminal ANS where Member States sought to implement it.  

¶ FABEC stated that it fully supported a gate-to-gate approach, but observed that since all 

requirements on terminal services were determined locally, KPIs for capacity and cost 

efficiency in relation to terminal services should continue to be set nationally. It also 

noted that the performance contribution from other stakeholders should be regulated, as 

the share of en-route ANSPs in overall delay is approximately 25%19.  

¶ More generally, the stakeholder consultation confirmed that most ANSPs consider that 

delivery of a gate-to-gate approach depends on a range of factors, some of which are 

outside their control.  

Regulatory monitoring and the administrative burden 

3.22 Article 18 (1) of the Performance Regulation requires that άthe National Supervisory 

Authorities and the Commission shall monitor the implŜƳŜƴǘŀǘƛƻƴ ƻŦ ǇŜǊŦƻǊƳŀƴŎŜ Ǉƭŀƴǎέ. This 

results in further duplication of monitoring activity, adding to the level of administrative 

                                                           

18
 Policy options for the modulation of charges in the Single European Sky, Steer Davies Gleave, April 

2015. 

19
 We have not been able to identify the source of this figure. However, we note that, according to the 

2016 Performance Review report, en-route ATFM delay accounted for 56.4% of total ATFM delay, and 
of this 55.3% related to capacity and staffing issues for which ANSPs are primarily responsible. 55.3% of 
56.4% equates to 31.2%, which is broadly comparable with the figure indicated by FABEC. 
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resource required, since the integration of monitoring processes within the different 

organisations is not clearly defined. Moreover, some stakeholders reported that a lack of 

standard templates and failure to introduce automated processes was contributing to the 

administrative burden. 

3.23 The current duplication of regulatory activity is partly due to a lack of independence and 

resources among some NSAs, creating a need for greater scrutiny of performance plans by the 

Commission and the PRB. This concern was raised in the recent Court of Auditors report, 

which identified various cases demonstrating the adverse effects of failing to ensure 

hierarchical and financial separation of ANSPs and NSAs: 

¶ In France, the NSA and the ANSP report to the same Director General and share financial 

resources from a common budget, primarily funded by the same navigation charges over 

which the NSA has regulatory oversight.  

¶ In Hungary, there is arguably no functional separation (as required by the Framework 

Regulation) as the national law allocates responsibility for establishing the ATM cost base 

to the ANSP, and the NSA lacks the necessary resources to carry out its oversight role. 

3.24 As discussed in Appendix B, these issues cannot readily be addressed without a change to the 

Framework Regulation, which is outside the scope of the current impact assessment, but they 

serve to demonstrate the pressing need to strengthen both the role and capabilities of NSAs if 

the Performance Scheme is to operate more effectively in RP3. 

3.25 There was widespread support for a strengthening of the role of NSAs among stakeholders, 

although there were different views on what this would mean in practice. For example: 

¶ CANSO considered that the Performance Scheme should be simplified and duplication of 

activity eliminated to enable NSAs to operate more effectively.  

¶ HANSA suggested that a clearer and more robust regulatory framework was required. 

¶ Belgocontrol considered that while NSAs άcan best address local requirementsέΣ ǘƘŜ 

nature of the relationship between individual ANSPs and their respective NSAs should be 

taken into account in deciding how much regulatory authority to pass to the latter. 

¶ IATA also supported a strengthening of the role of the NSAs but noted that this would 

require improvements in areas such as technical/operational competence and 

systems/processes for quality management. It also highlighted the importance of 

introducing organizational structures to prevent conflicts of interest.  

¶ A4E added that the performance of NSAs should be overseen by the Commission as they 

do not always act in the best interests of all stakeholders. It also suggested that there 

should be a more effective appeal mechanism for NSA decisions. 

3.26 We also note that the Performance Scheme overlaps with the Safety Risk Management 

Process (SRMP) administered by EASA. This results in further duplication of performance 

ƳƻƴƛǘƻǊƛƴƎ ŀŎǘƛǾƛǘȅΣ ǇƻǘŜƴǘƛŀƭƭȅ ƭŜŀŘƛƴƎ ǘƻ ƛƴŎƻƴǎƛǎǘŜƴŎƛŜǎ ŀǎ ǿŜƭƭ ŀǎ ƛƴŜŦŦƛŎƛŜƴŎȅΦ 9!{!Ωǎ ǊƻƭŜ ƛƴ 

relation to monitoring for the purposes of the Performance Scheme, and its relationship with 

the administration of the SRMP also needs to be better defined.  

3.27 Similar concerns have arisen in respect of the Charging Scheme, partly due to the ambiguity 

and complexity of some of the risk sharing and incentive mechanisms underpinning it, as 

discussed further below. In addition, the Commission has noted that the timescales within 

which the NSAs must submit information and those provided for its review and validation are 

challenging. This tends to increase the resources that each party needs to administer the 

regime, while increasing the risk of error and non-compliance. 
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Lack of clarity of the Charging Scheme  

3.28 Various aspects of the Charging Scheme are unclear and/or give rise to inconsistencies in the 

application of specific provisions. Concerns identified by the Commission and stakeholders 

include the following: 

¶ Article 15 of the Charging Regulation, which sets out requirements for incentive schemes 

for ANSPs, is open to considerable interpretation, leading to significant variation in the 

parameters used to calculate financial bonuses and penalties; 

¶ incentive schemes must be based on established capacity targets, which means that some 

ANSPs have no opportunity to earn a bonus (since they face a target of zero delay) and 

that all ANSPs have a disincentive to accept additional traffic likely to cause above-target 

delay; 

¶ the reporting tables supporting the Charging Scheme, while providing useful information, 

have become increasingly complex and onerous to prepare, but remain ambiguous to 

some degree (for example, in respect of the treatment of other revenues); and 

¶ various provisions of the Charging Regulation, including those relating to market 

conditions and restructuring costs, have had little or no application, and it is possible that 

this is the result of lack of clarity or transparency making it difficult to assess the costs of 

compliance. 

Risk sharing and cost reflectivity 

3.29 The complexity of the Charging Scheme arises partly from the number of mechanisms 

intended to modify the risk allocation and the interaction between them. We note, in 

particular, that: 

¶ the traffic risk sharing mechanism includes a dead band, sharing keys within a defined 

ǊŀƴƎŜ ƻŦ ǾŀǊƛŀǘƛƻƴ ŀƴŘ ŀ ŎŀǇΣ ŀƴŘ ǇǊƻǾƛŘŜǎ ŦƻǊ ǊŜǘǊƻǎǇŜŎǘƛǾŜ ŀŘƧǳǎǘƳŜƴǘ ƛƴ ȅŜŀǊ ΨƴҌнΩΣ ƴƻǘ 

only making for a relatively complex calculation but also incentivising cautious traffic 

forecasts20;  

¶ ǘƘŜ ΨŎƻǎǘ ŜȄŜƳǇǘΩ ƳŜŎƘŀƴƛǎƳ ŀŘŘǎ ŦǳǊǘƘŜǊ ŎƻƳǇƭŜȄƛǘȅ and, since experience to date 

shows it relates to costs accounting for less than 1% of the total cost base, it is arguably 

disproportionate and applies to costs that ANSPs can manage to some degree; and 

¶ the inflation risk mechanism, while similar to mechanisms applied in the regulation of 

other sectors, can lead to substantial and inappropriate retrospective adjustments to 

certain costs (e.g. depreciation). 

3.30 The administration of these mechanisms requires significant resource within the Commission, 

the NSAs and the ANSPs, adding to the regulatory burden highlighted above. In addition, it 

arguably makes it more difficult for ANSPs and airspace users to plan, since ANS charges paid 

and received over the Reference Period can be influenced by a wide range of factors but only 

ŀŦǘŜǊ ŀ ǘƛƳŜ ƭŀƎΦ ²Ŝ ŀƭǎƻ ƴƻǘŜ ǘƘŀǘ ƛǘ ƛǎ ƴƻǘ ŎƭŜŀǊ ǿƘŜǘƘŜǊ ǘƘŜ ΨŎƻǎǘ ŜȄŜƳǇǘΩ ƳŜŎƘŀƴƛǎƳ ƛǎ 

                                                           

20
 The dead band provides an incentive to underestimate traffic by up to 2% when preparing forecasts, 

since a variation between forecast and actual traffic falling outside the dead band results in additional 
revenue from airspace users.   
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compliant with the requirements of the basic legislation underpinning the Charging 

Regulation21.  

3.31 Some stakeholders have also argued that the Charging Scheme does not result in cost 

reflective charges. Key concerns include the following: 

¶ Charges are based on the route and distances flown in the latest available flight plan 

rather than the actual route flown. This means that charges do not fully reflect underlying 

costs of service provision, and can cause a misallocation of risk and reward between 

ANSPs. Against this, airspace users have noted that basing charges on the actual route 

flown could encourage ANSPs to manage airspace with a view to increasing route length 

and hence revenues, an issue discussed further in Appendix B. 

¶ TƘŜ bŜǘǿƻǊƪ aŀƴŀƎŜǊΩǎ Ŏƻǎǘǎ ŀǊŜ ƴƻǘ ǎǳŦŦƛŎƛŜƴǘƭȅ ǘǊŀƴǎǇŀǊŜƴǘΣ ƳŀƪƛƴƎ ƛǘ ŘƛŦŦƛŎǳƭǘ ǘƻ ŜƴǎǳǊe 

that they are properly reflected in charges. This issue was identified in an earlier report 

for the Commission on the Network Manager22, and remains a concern among a number 

of stakeholders, particularly airspace users. More generally, the Commission has noted 

that the current unit rates on which charges are based do not provide transparent 

information on the costs of different ANSP services within the overall service offer, 

weakening the relationship between costs and charges and potentially leading to a 

misallocation of resources. 

3.32 However, we were not able to identify a consensus view on whether the current allocation of 

risk delivered by the Charging Scheme is efficient. For example, CANSO commented that the 

objective of an efficient allocation of risks between stakeholders was largely met, while FABEC 

considered that improvements could be made in respect of traffic and cost risk.  

Objectives 

3.33 As shown in Table 3.1, we have specified both general and specific objectives for the options 

included in the impact assessment. In the context of this study, which is focused on possible 

changes to implementing regulations, we have equated general objectives with the overall 

aims for the modification of the two key pieces of legislation under review (the Performance 

and Charging Regulations). In each case, the intention is to improve the efficiency and 

effectiveness of the schemes that they define during RP3. 

3.34 Our suggested specific objectives are a restatement or recast of objectives already defined for 

RP3 in papers submitted to the SSC23. Note that each relates to one or more specific problem 

drivers, such that if all objectives are met the Commission can be confident that the entire 

problem has been addressed, at least to some degree. In combining individual policy measures 

into packages for the purposes of defining options for assessment, we have sought to ensure 

that each specific objective is matched by at least one measure.  

3.35 The following table provides a brief rationale for each of the specific objectives in Table 3.1.  

                                                           

21
 Regulation (EC) No 550/2004 on the provision of air navigation services in the Single European Sky 

(the Service Provision Regulation). 

22
 Review of the Single European Sky Network Manager, Steer Davies Gleave, June 2016. 

23
 See footnote 4 above. 
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Table 3.1: Specific objectives 

Scheme Objective Rationale 

Performance 
Scheme 

Ensure key interdependencies 
captured in target setting process 

¶ Recognises trade-offs and interactions 
between different elements of the 
Performance Scheme ς requires that these 
be considered explicitly 

Ensure gate-to-gate approach 
embedded in management of 
performance 

¶ Identifies the need for NSAs and ANSPs to 
take account of interactions between 
terminal and en-route air traffic 
management in setting targets and 
formulating plans 

Ensure link between Performance 
Scheme and Network Management 

¶ Recognises the need for greater 
coordination between processes defined by 
the Performance Regulation and those set 
out in Regulation 677/2011 for which the 
Network Manager is responsible 

Strengthen role of NSAs and reduce 
duplication of regulatory monitoring 

¶ Highlights the importance of giving NSAs a 
greater role in the regulatory framework 

Charging 
Scheme 

Ensure efficient allocation of risk 
between stakeholders 

¶ Recognises the need to address the 
underlying issue of misalignment of charges 
and costs and misallocation/inadequate 
management of risks 

Both schemes 
Simplify operation of the Schemes 
and improve their efficiency 

¶ Recognises the need to reduce resources 
required to administer the schemes so that 
they can be redeployed more effectively in 
the improvement of air navigation services 

¶ Responds to stakeholder concerns that the 
Schemes lack clarity in key areas and are too 
complex and onerous 

Source: Steer Davies Gleave 
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Introduction 

4.1 As required by the Task Specifications for the study, we have identified and reviewed a wide 

range of possible measures for improving the Performance and Charging Schemes in RP3, as 

shown in Appendix A. These have been sifted and combined into a series of coherent options 

using the methodology described in Chapter 2. In this chapter, we describe the options in 

detail, referencing the individual measures that they include and providing a rationale for their 

formulation. We have also summarised the changes to legislation that would be required to 

implement them. 

4.2 As already noted, the development of options was based on a short list of measures 

established through the application of the sifting criteria set out in Table 2.1. The reasons for 

setting aside certain measures during the initial sifting exercise and in the subsequent 

development of options are set out in Appendix B. In addition, in this chapter we have 

provided an explanation of how and why the remaining measures have been adapted in 

defining a final set of coherent options for analysis.    

4.3 Note, however, that while measures may have been discounted for the purposes of changing 

the Performance and Charging Schemes for RP3, this does not always mean that they should 

be permanently set aside. In particular, we note that the changes to be considered in this 

impact assessment are restricted to changes in implementing regulations, and that changes to 

Commission regulations could be introduced in later periods. Further, while some technologies 

and/or performance indicators may be insufficiently mature to be introduced within the next 

two years, further development during RP3 may enable their application in RP4 or RP5. 

Structure of options 

4.4 ¢ƘŜ ǇǊƻǇƻǎŀƭǎ ŀŘƻǇǘŜŘ ŦƻǊ wtо ǿƛƭƭ ŘŜǇŜƴŘ ƻƴ ǘƘŜ ƛƴŘǳǎǘǊȅΩǎ ŀǇǇŜǘƛǘŜ ŦƻǊ ŎƘŀƴƎŜ ŀƴŘ 

willingness to agree on specific amendments to the relevant regulations. We have therefore 

structured the options to reflect different degrees of change, increasing the potential for 

agreement in some areas while allowing scope for ongoing debate in others. At the same time, 

we note the need to meet the requirements ƻŦ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ .ŜǘǘŜǊ wŜƎǳƭŀǘƛƻƴ DǳƛŘŜƭƛƴŜǎΣ 

which state that options for investigation in an impact assessment must meet all the 

objectives for change.  

4.5 Given these constraints, we have developed an option (Option A) representing a minimum 

aspiration for changing the framework of regulation for RP3. It includes measures designed to 

strengthen the independence and capability of NSAs and to improve the process for setting 

performance plans and targets. It is also intended to improve the management of airspace 

4 Development of options 
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capacity through the NOP produced by the Network Manager in accordance with Regulation 

677/2011. 

4.6 The elements of Option A, which are largely focused on the Performance Scheme, are also 

common to all other options under consideration. This means that Option A, while it is an 

independent, standalone option, is also part of Options B, C1 and C2 and is therefore defined 

ŀǎ άǘƘŜ ŎƻǊŜ ƻǇǘƛƻƴέΦ The following measures are included in each of the other options: 

¶ Option B: this involves radical simplification of the Charging Scheme through replacement 

of the current risk sharing arrangements with a simple price cap (removing the existing 

risk sharing and incentive mechanisms) and strengthened regulatory scrutiny of capital 

expenditure. 

¶ Option C: this involves retaining the current framework of risk sharing but modifying the 

parameters to achieve an alternative allocation of risk. It has two variants, namely: 

¶ Option C1, under which, subject to Commission approval, the parameters would be 

specified by the NSA with a view to reflecting local circumstances within the relevant 

charging zone and incentive mechanisms would similarly be locally determined; and 

¶ Option C2, under which risk sharing mechanisms and incentive arrangements would 

be centrally determined (with parameter values defined in legislation) and provide for 

increased risk exposure for the ANSPs. 

4.7 The structure of the options and their relationship with each other is illustrated in the figure 

below. 

Figure 4.1: Structure of options 

 

Source: Steer Davies Gleave  



Impact assessment of options for the regulatory approach in RP3 of the SES Performance and Charging Schemes | Final Report 

 February 2018 | 22 

Option A ς the core option 

Purpose 

4.8 As already noted, Option A can be considered a minimum aspiration that meets all the 

objectives for RP3. It is intended to build on the existing regulatory framework, strengthening 

the role and powers of NSAs and integrating processes that already exist rather than 

introducing entirely new arrangements. At the same time, it would provide NSAs with 

additional powers designed to ensure that ANSPs comply with their respective performance 

plans and with the requirements of the NOP. It would also introduce new environment and 

capacity measures to enhance the effectiveness of the Performance Scheme by enabling 

monitoring of vertical flight efficiency and different aspects of delay. We discuss each element 

of the option in turn in the following sections. 

Simplification and clarification 

Definition 

4.9 This element of the option includes several measures to clarify aspects of the Performance 

Scheme and provide for some simplification that will reduce the regulatory burden. These are 

as follows: 

¶ The treatment of public funding of investment for the purposes of calculating unit rates 

should be clarified, with such funding identified explicitly in the calculation in Table 2 of 

Annex VI of the Charging Regulation. Supplementary guidance should also be provided by 

the European Commission to ensure that public funding is treated correctly as a category 

ƻŦ ΨƻǘƘŜǊ ǊŜǾŜƴǳŜǎΩ ǳƴŘŜǊ ƛǘŜƳ р ƻŦ ¢ŀōƭŜ нΦ 

¶ The process for applying initial unit rates prior to approval should also be clarified. We 

suggest that an adjustment in the form of a reimbursement (or, where applicable, 

additional payment) should be made for the year in which it applies rather than through 

the calculation of unit rates for the subsequent year. 

¶ Operational performance monitoring should apply to the group of airports covered by the 

airport collaborative decision-making (A-CDM) process24. Cost efficiency targets should, 

however, be determined by reference to all airports at which terminal air navigation 

services are provided.  

Rationale 

4.10 There is currently considerable ambiguity over the appropriate treatment of public funding of 

investment in air navigation services, and the basis for including such funding as a category of 

ΨƻǘƘŜǊ ǊŜǾŜƴǳŜǎΩ ƛƴ ǘƘŜ ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ ǳƴƛǘ ǊŀǘŜǎ ƛǎ ƴƻǘ ŎƭŜŀǊΦ ¢ƘŜ ŀƛƳ ŦƻǊ RP3 should be to 

ensure that such public funding of capital expenditure included in determined costs is properly 

                                                           

24
 The A-CDM process, which is intended to enable improvements in airport operating efficiency 

through optimal use of resources and enhanced predictability of events, has been implemented at 25 
European airports. A key benefit is that the Network Manager receives more accurate target take-off 
times, allowing improved en-route sectoral planning and a more coordinated gate-to-gate approach. 
Note that the list of airports in scope for A-CDM may evolve.  



Impact assessment of options for the regulatory approach in RP3 of the SES Performance and Charging Schemes | Final Report 

 February 2018 | 23 

reflected such that investment is not over-remunerated, a concern expressed by 

representatives of airspace users during our stakeholder consultation25.   

4.11 As regards the treatment of initial unit rates prior to approval, we note that the Charging 

Regulation already provides for circumstances in which the elapsed time between submission 

of unit rates for approval (1 June in year n-1) and the final date for informing the Commission 

of any necessary revisions (1 November in year n-1) is not met. However, Article 17 currently 

requires that any adjustments arising from the temporary application of initial rates is taken 

into account in the calculation of the unit rate for the following year. In our view, this 

complicates the calculation and reduces transparency and economic efficiency, since the rate 

in the following year is not a reflection of the underlying cost of service provision. 

4.12 The proposal relating to the number of airports subject to operational performance 

monitoring reflects current reporting practice, which falls short of the aspiration at the 

beginning of RP2. At present, operational information is only provided for a limited number of 

airports, and it is arguably more important to ensure that this is of sufficient quality to provide 

an indication of performance levels at key locations across the SES, rather than to seek 

information from a wider group of airports that they do not have the capacity to provide. The 

focus on A-CDM airports will achieve this aim while providing stakeholders with greater clarity 

on the scope of the reporting requirements. 

Changes to legislation 

Table 4.1: Simplification and clarification ς changes to legislation 

Area of legislation Changes 

Performance 
Regulation 

¶ State that operational performance monitoring will apply to those airports that 
have the greatest impact or have the most significant demand upon the ATM 
network, modifying Article 1 (list of airports to be defined, and may evolve). 

Charging Regulation 

¶ Provide for more explicit treatment of publicly funded capital costs in 
determination of unit costs in Annex II of the Charging Regulation ς incorporate 
guidance being prepared for RP2. 

¶ Clarify process for applying initial unit rates prior to approval, modifying Article 
17(1) of the Charging Regulation. 

Other legislation 

We have not identified any significant changes to the broader legal framework that 
would be necessary to implement these measures. However, there may be a case for 
reinforcing the requirements for monitoring and reporting of operational data under 
Article 20 of Regulation 677/2011 to ensure that any reduction in reported data is 
balanced by rigorous and regular reporting. 

Source: Steer Davies Gleave review of SES legislation 

More empowered NSAs 

Definition 

4.13 We consider that the following measures will strengthen the role of the NSAs: 

¶ The Performance Regulation should be amended to confer enforcement powers on NSAs, 

including the ability to exact penalties in the event that ANSPs persistently fail to comply 

with their performance plans or with corrective measures identified in the NOP. 

                                                           

25
 In practice, guidance on this issue is already being developed by the Commission, and this is expected 

to clarify the treatment of public funds under the framework already in place for RP2. Hence, this 
element of the simplification and clarification component of Option A for RP3 may prove unnecessary.  
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¶ NSAs should be required to demonstrate their independence, impartiality and capabilities 

prior to receiving delegated authority to specify local risk sharing and incentive 

arrangements (as provided for under Option C1 below). 

¶ The Commission should provide guidance on best practice regulation, including case 

studies of good regulatory decision-making that draw on the experience of Member 

States. 

Rationale 

4.14 We note that the degree of independence, capability and resourcing of NSAs varies 

considerably across Member States, and the policy measures defined above are intended to 

address this as far as possible without revising primary legislation26. Various stakeholders have 

stated that NSAs frequently lack the powers to ensure that ANSPs take action to remedy 

shortages of capacity, and this is endorsed by the work on balancing demand and capacity 

ǳƴŘŜǊǘŀƪŜƴ ōȅ 9ǳǊƻŎƻƴǘǊƻƭΩǎ tŜǊŦƻǊƳŀƴŎŜ wŜǾƛŜǿ ¦ƴƛǘ ƛƴ ǎǳǇǇƻǊǘ ƻŦ ǘƘŜ ƛƳǇŀŎǘ ŀǎǎŜǎǎƳŜƴǘΦ Lƴ 

our view, NSAs must be given explicit enforcement powers if they are to undertake a greater 

role in providing regulatory scrutiny in the absence of a fully independent pan-European 

regulator. 

4.15 At the same time, we consider that the Performance Scheme must also take account of the 

current position of NSAs, recognising that some will not have the capability to undertake 

and/or scrutinise the analysis needed to support the development of bespoke risk sharing or 

incentive frameworks (as under Option C1 below). Hence, we suggest that NSAs should be 

required to demonstrate their independence and capability to the Commission prior to 

undertaking a significantly enhanced role, although all would have the ability to exact 

penalties for service failures. In addition, we believe that there would be merit in the 

Commission providing guidance on good regulatory practice to share knowledge of successful 

approaches to particular aspects of regulation, for example analysis of capital expenditure and 

the organisation of stakeholder consultation. This should build on the work of the NSA 

Coordination Platform. 

4.16 This approach goes some way to addressing the issue of NSA independence highlighted in the 

recent report by the Court of Auditors on the SES27. The Court stated that Member States 

should ensure that NSAs are hierarchically, financially and functionally independent from 

ANSPs and have the resources necessary to oversee and monitor the performance and 

charging schemes. It also noted that the prompt adoption of the applicable provisions in the 

SES2+ legislative package would be beneficial in this regard. While, as already indicated, 

ensuring NSA independence through legislative change is not within the scope of changes 

envisaged for RP3, enhancing their powers and capability would help to strengthen their 

autonomy and potentially pave the way for more extensive change in the future. 

                                                           

26
 See Appendix B for a discussion of the legislative implications of making NSAs more independent. 

27
 See footnote 14 above. 
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Changes to legislation 

Table 4.2: More empowered NSAs ς changes to legislation 

Area of legislation Changes 

Performance 
Regulation 

¶ Permit NSAs to take enforcement action in the event that ANSPs persistently fail 
to comply with their performance plans or with corrective measures, addition a 
new provision to Article 18.  

¶ While no further changes would be required under these measures, under Option 
C1 below it would be necessary to add a new provision to Article 4 requiring NSAs 
to demonstrate their capability and independence before being given delegated 
authority to set risk sharing and incentive mechanism parameters. 

Charging Regulation ¶ No changes required. 

Other legislation 
We have not identified any significant changes to the broader legal framework that 
would be necessary to implement these measures. As discussed in Appendix B, full 
independence for NSAs would require a change to Article 4 of Regulation 549/2004. 

Source: Steer Davies Gleave review of SES legislation 

More efficient performance planning and targeting 

Definition 

4.17 We consider that performance plans for RP3 should be prepared on a consistent basis, either 

at the national/charging zone level or the functional airspace block (FAB) level. This would 

enable Member States, through discussion, to decide the appropriate geographical scope of 

plans and targets according to local circumstances. Some may consider that the preparation of 

FAB-level plans introduces an additional layer of administration while bringing only limited 

benefits, while others may wish to preserve established mechanisms from cross-border 

cooperation embedded within a FAB organisation. 

4.18 While in our view this flexibility is likely to result in significant benefits, as discussed further 

below, it is important that it does not result in further complexity compared to the current 

arrangements (in which safety, environment and capacity targets are established at the FAB 

level and cost efficiency targets at the national/charging zone level). At the same time, while 

doubts have been expressed about the value in preparing performance plans at the FAB level, 

it is important that ANSPs continue to work collaboratively to ensure cross-border 

coordination and provide cross-border services where appropriate. Hence, we suggest that the 

Performance Regulation should also require that: 

¶ NSAs notify the Commission in advance, nine months before the beginning of the 

Reference Period (i.e. three months before the submission of plans to the Commission), 

whether they intend to prepare their plans at the FAB or national/charging zone level; 

¶ Member States having determined the geographical scope of the plan, NSAs ensure that it 

applies consistently across all targets (including safety, environment, capacity and cost 

efficiency targets); 

¶ regardless of their geographical scope, performance plans include initiatives designed to 

support cross-border coordination and the provision of cross-border services; and 

¶ NSAs report on recent and expected progress in the deployment of common projects 

under the Single European Sky ATM Research (SESAR) programme and, more generally, on 

change management practices in relation to operational and staff matters. 

4.19 We also suggest that NSAs should have the opportunity to provide information on local 

conditions that could inform the setting of Union-wide targets. Any such information would 
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need to be submitted to the Commission at least 19 months prior to the start of the Reference 

Period if it is to be taken into account in initial proposals for Union-wide targets (issued by the 

Commission 15 months in advance in accordance with Article 10 of the Performance 

Regulation). In preparing information for submission, we would expect the NSAs to take advice 

from the relevant ANSPs as well as the Network Manager. 

Rationale 

4.20 As noted in a recent SSC paper28, the development of FAB-level performance plans has tended 

to weaken the link between measured performance and the contributions to performance 

made by individual ANSPs. This has been particularly evident in the operation of incentive 

mechanisms, which have resulted in some ANSPs being rewarded although overall FAB-level 

targets have been missed. There is therefore a case for enabling ANSPs and NSAs to re-

establish the relationship between individual contributions to performance and measured 

outcomes while ensuring consistency in the geographical scope of local targets. This would 

ensure clear accountability while improving the transparency of the Performance Scheme. 

4.21 However, we recognise that the impetus towards cross-border collaboration generated by the 

introduction of FABs must be preserved, and consider that Member States should be 

permitted to continue to plan at the FAB level where they can demonstrate that this delivers 

significant benefits. We also suggest that cross-border initiatives should continue to be 

encouraged regardless of the geographical scope of performance plans. The potential value of 

new approaches to cross-border collaboration and services, for example dynamic 

sectorisation, was recently underlined in a paper submitted to the NSA Coordination Platform 

FAB Working Group29, and the performance plans provide a critical mechanism for the 

realisation of such initiatives and the associated benefits. It is therefore important to ensure 

that they continue to be developed and applied through the SES planning framework, 

including in circumstances where individual plans are prepared at the national/charging zone 

level. 

4.22 We also consider that the Performance Scheme should provide a mechanism for tracking the 

progress of SESAR deployment at national level. An explicit requirement on the NSAs to 

comment on progress in relation to SESAR and to report on broader change management 

practices in the performance plans would ensure that they provided useful information (which 

should anyway be taken into account in performance planning) without adding materially to 

the administrative burden.  

                                                           

28
 See footnote 4 above. 

29
 NCP/FABWG/12/06, 6 September 2009. 
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Changes in legislation 

Table 4.3: More efficient performance planning and targeting ς changes to legislation 

Area of legislation Changes 

Performance 
Regulation 

¶ Permit preparation of performance plans and setting of targets at the national 
level, modifying Article 11(1). 

¶ Require NSAs to include an explanation of the initiatives in place or being 
developed to support cross-border coordination and the provision of cross border 
services, modifying Article 11(3). 

¶ Require NSAs to report on past and expected progress in deployment of SESAR 
common projects, modifying Article 11(3). 

¶ Require NSAs to provide specific inputs to the Network Manager nine months 
before the setting of Union-wide targets on particular local conditions expected to 
constrain performance in any KPA, modifying Article 10. 

Charging Regulation ¶ No changes required. 

Other legislation 

The impact of these measures could be reinforced and/or extended through changes to 
the responsibilities of the Network Manager and the SESAR Deployment Manager. 
More specifically: 

¶ In preparing the Network Strategy Plan (incorporating the Network Performance 
Plan), the Network Manager could be required to identify all initiatives supporting 
the development of cross-border coordination and provision of cross-border 
services, highlighting those on which the delivery of the plan is particularly 
dependent. This would require modification to Article 6 and Annex V of 
Regulation 677/2011. 

¶ The SESAR deployment manager could be required to report to the Commission 
on the implications of the Performance Plans for the implementation of common 
projects. This would require a modification to Article 9(2) of Regulation 409/2013.   

Source: Steer Davies Gleave review of SES legislation 

Better integration with network functions 

Definition 

4.23 In preparation for the impact assessment of options for RP3, the Commission requested 

Eurocontrol to undertake work to determine how demand and capacity could be better 

balanced30. We consider that the suggested approach, which focuses on better integration 

between the performance planning and monitoring processes defined by the Performance 

Scheme and the network planning activity undertaken by the Network Manager, provides a 

basis for more dynamic capacity balancing. It also increases the scope for regulatory action at 

the local level to ensure delivery of capacity plans, in line with the objective of strengthening 

the role of NSAs. The elements of the proposal are as follows: 

¶ The Network Manager would continue to use traffic forecasts to provide local reference 

values, setting the parameters within which ANSPs prepared their performance plans for 

submission to the NSAs and the Commission. Initial capacity plans would be based on the 

STATFOR central forecast, with deviations from this triggering changes to revenue to 

cover changes in cost under the traffic risk sharing arrangements. ANSPs would be 

permitted to use alternative forecasts of traffic where these could be justified (e.g. based 

on evidence of systematic deviations of actual traffic from previous STATFOR forecasts), 

with the Commission assessing the arguments (taking advice from the PRB) as part of the 

process for approving performance plans. 

                                                           

30
 See footnote 8 above. 
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¶ The traffic thresholds defining the validity of the performance plans would be aligned with 

those defining the limits of the traffic risk sharing mechanism and the alert thresholds. In 

effect, these thresholds would determine the range of traffic scenarios that could be 

accommodated by the performance plans through automatic adjustment of revenues 

without the need for reopening the plans31.  

¶ A new mechanism would be introduced to enable the Network Manager to reassign delay, 

providing it with flexibility to reroute flights in circumstances where individual ANSPs 

might otherwise resist additional traffic because of the impact on delay at the local level. 

This could take the form of a delay budget forming part of the Union-wide target, and 

local reference values would be set after it had been taken into account. Alternatively, it 

might involve attribution of delay according to the identity of the ANSP causing the re-

routing or the introduction of delay insurance (with the Network Manager covering claims 

for delay due to rerouting up to a predefined threshold). Regardless of the mechanism, 

the Union-wide capacity target would not be affected32.  

¶ At the start of the Reference Period, the Network Manager would develop an initial NOP, 

setting out required and planned capacity profiles over the following five years as well as 

local reference values, consistent with the Union-wide targets. This would be up-dated 

every six months, with the Network Manager modifying the required capacity profile in 

the light of changes in traffic levels and other events affecting the demand and supply of 

capacity while continuing to ensure consistency of individual reference values with the 

Union-wide targets. ANSPs would be required to modify their capacity plans accordingly. 

¶ Ongoing capacity and flow management would continue to be undertaken through the 

existing pre-tactical and tactical processes. The delay budget or alternative mechanism 

would, however, be available to enable ANSPs to accept more traffic than anticipated in 

the NOP. 

¶ The Network Manager would monitor delays against reference values as well as required, 

planned and delivered capacity. It would also suggest corrective measures to address 

emerging problems, identifying these in the next NOP (after approval by the Network 

Management Board). NSAs would have the power to impose financial penalties if annual 

delay targets were not met or corrective measures set out in the NOP were not adopted. 

Such penalties would be discretionary and in addition to any payments made under 

incentive mechanisms in operation under the Charging Scheme33.  

¶ If, notwithstanding previous attempts at enforcement, an ANSP continued to miss targets 

and/or failed to take corrective action identified in the NOP, it would be possible for the 

Commission to take action, as under the current legislation. However, there would be an 

                                                           

31
 Note that this framework would need to be modified if combined with Option B below, which would 

involve the abolition of the traffic risk sharing mechanism. The traffic thresholds would nevertheless 
continue to define the limits within which the Performance Plans were considered to remain valid.  

32
 Hence, in the case the delay budget mechanism, a target of 0.5 minutes per flight and a delay budget 

of 0.1 minutes per flight would result in delay of 0.4 minutes per flight being allocated to ANSPs (with 
reference values calculated accordingly). 

33
 Regulatory frameworks can include penalties in the sense of liquidated damages (i.e. automatic 

compensation under a contract for losses due to a failure to deliver a service to the required standard) 
and penalties in the sense of discretionary fines for material and/or persistent failures to meet 
regulatory targets. We are aware of frameworks that include both, as in the case of the UK rail sector 
where track access contracts include delay compensation mechanisms while the Office of Rail and Road 
also has the power to fine the infrastructure manager for poor performance.  
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explicit role for the PRB, after seeking information and advice from the Network Manager, 

in supporting the Commission in developing further corrective measures.  

¶ The Network Manager would be subject to monitoring against KPIs designed to capture 

performance in different areas of its role. These would be set out in the Network 

Performance Plan (NPP) prepared in accordance with Article 6(d) of the Performance 

Regulation, and approved by the Commission as part of the broader process of approving 

the NPP.   

Rationale 

4.24 The approach provides for greater consistency between key elements of the SES framework, in 

particular the performance planning arrangements, the traffic risk sharing mechanism and the 

development and application of the NOP. It would strengthen the link between the 

performance plans and the NOP, making the latter a more effective tool for planning and 

ensuring the implementation of changes in capacity in response to changes in the level and 

distribution of traffic. It would also enhance the regulatory framework, with the NOP providing 

a trigger for enforcement at the discretion of the NSAs. Note, however, that the NOP would 

continue to be primarily an operational document and the Network Manager would not have 

any regulatory powers under the proposal. 
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Change in legislation 

Table 4.4: Better integration with network functions ς changes to legislation 

Area of legislation Changes 

Performance 
Regulation 

¶ Require that traffic forecasts must be consistent with STATFOR forecasts and 
consistent across KPAs except where NSAs can justify alternative forecasts, 
modifying Article 11(3a). 

¶ Require that traffic forecasts are consistent with alert thresholds and traffic risk 
sharing parameters (if traffic risk sharing remains in place), modifying Articles 
10(4) and 11(3a) as appropriate. 

¶ Modify Article 6 to ensure that the reference values contained in the NOP are 
consistent with Union-wide targets, taking account of the latest traffic forecasts. 

¶ Modify Article 3 to give PRB an explicit role in advising the Commission on 
corrective measures (after taking guidance from the Network Manager). 

¶ Introduce a hierarchy of responses if local capacity targets are not met 
(appropriate provisions to be included in Article 18 of the Performance 
Regulation): 

¶ Corrective measures; 

¶ NSA sanctions, coupled with revision of performance plan if considered 
appropriate ς see Table 4.2; and 

¶ Escalation to Commission on advice of PRB.     

Charging Regulation ¶ No changes required. 

Other legislation 

¶ Require the Network Manager to update capacity plans in line with Network 
Operations Plan cycle (every six months), ensuring consistency with Union-wide 
targets and taking account of latest traffic forecasts - requirement to be included 
in list of Network Manager tasks in Article 4(1) of Regulation 677/2011. 

¶ ¢ƻ ŜƴŀōƭŜ ǘƘŜ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ƻŦ ŀ ΨŘŜƭŀȅ ōǳŘƎŜǘΩ ƻǊ ŀƭǘŜǊƴŀǘƛǾŜ ƳŜŎƘŀƴƛǎƳ 
enabling easier re-routing of flights, further provisions would need to be included 
in Regulation 677/2011. 

¶ Article 6 and Annex V of Regulation 677/2011 could be strengthened to require 
that the Network Operations Plan (NOP) formally identifies specific failures to 
deliver performance plans contributing to the missing of targets, and that it 
proposes corrective measures. This would provide the basis for the relevant NSA 
and/or the Commission, on the recommendation of the PRB, to take action under 
the new provisions in the Performance Regulation. 

Source: Steer Davies Gleave review of SES legislation 

Streamlined measurement of the safety KPA 

Definition 

4.25 The suggested approach to streamlined measurement of safety reflects the work of the EASA 

RP3 S(K)PI development working group, which proposed several revisions to the approach to 

measurement applied in RP2. It would involve a significant reduction in the number of safety-

related measures, as follows: 

¶ The effectiveness of safety management would be retained as the sole leading indicator 

of safety, but would apply only to ANSPs. The existing questionnaire would be replaced 

with either the CANSO Standard of Excellence or the EASA cross-domain assessment tool. 

¶ The extent of application of the Risk Analysis Tool (RAT) severity classification and level of 

just culture (both KPIs during RP2) would no longer be measured. 

¶ The extent of automated safety data recording systems and reporting of incidents (both 

PIs in RP2) would similarly be removed from the framework of measurement. However, 

the number of specific occurrences, other than airspace infringements, would continue to 

be monitored within the Performance Scheme. 
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¶ A new performance indicator, based on the number of hours during which traffic is 

greater than 110% of the slot rate as a proportion of total ATFM regulated hours, would 

be introduced. 

4.26 We note that there is no clear consensus on which of the two possible approaches to 

measuring safety management effectiveness should be adopted. We suggest that it would not 

be appropriate to identify the specific metric to be used in legislation, since it may be 

necessary to change this in the future in response to new developments in the monitoring of 

management effectiveness.  

Rationale 

4.27 We understand that the current approach to measuring safety management effectiveness, 

which is questionnaire-based, is subject to a number of shortcomings and considered not fit 

for purpose. The merits of the CANSO Standard of Excellence and EASA cross-domain tool 

require further assessment, but each has advantages: 

¶ The CANSO approach is already accepted by ANSPs and would enable comparison across 

all CANSO organisations (including some outside the European Union). 

¶ The EASA tool, as its name implies, would allow comparison across aviation stakeholders. 

4.28 With respect to the use of the RAT, there is little merit in retaining the measure as part of the 

Performance Scheme as ANSPs are anyway known to value it as means of identifying risk and 

assessing higher severity incidents. Removal of the measure from the scheme is therefore 

expected to have little effect other than to allow ANSPs greater flexibility to classify lower 

severity incidents in a way that reflects their circumstances. In any event, they will continue to 

be required to apply the RAT classification in reporting runway incursions, separation minima 

infringements and ATM-specific occurrences. 

4.29 The measurement of safety management effectiveness already includes questions related to 

just culture, and this can be expected to continue in RP3 (regardless of the approach to 

measurement adopted). Hence, as in the case of use of the RAT, removal of this aspect of the 

measurement framework is unlikely to affect ANSP behaviour materially.   

4.30 The removal of the incidence of automated safety data recording reflects the difficulties 

experienced by some ANSPs in implementing recording systems and the risk that mandating 

them could undermine the level and quality of reporting. The view among stakeholders 

appears to be that the Performance Scheme should define the data to be collected and the 

ANSPs should have the flexibility to use whatever means of collecting is most appropriate 

given their circumstances. Similarly, the extent of reporting is considered to add little to the 

tŜǊŦƻǊƳŀƴŎŜ {ŎƘŜƳŜ ŀƴŘ ƛǎ ŀƴȅǿŀȅ ŎƻǾŜǊŜŘ ōȅ 9!{!Ωǎ Safety Risk Management Process 

(SRMP). 

4.31 The number of separation minima infringements, runway incursions and ATM-specific 

occurrences is valuable data, providing an indication of the level of safety achieved, although it 

is proposed that the number of airspace infringements will no longer be monitored under the 

Performance Scheme as it is captured within the ATM Risk Portfolio. However, there is value in 

monitoring air traffic controller workload by reference to traffic relative to the slot rate during 

regulated hours, as proposed by the EASA RP3 S(K)PI development working group.  
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Changes to legislation 

Table 4.5: Streamlined measurement of safety KPA ς changes to legislation 

Area of legislation Changes 

Performance 
Regulation 

¶ These changes would require modification of Section 1(1.1) and (1.2) of Annex I of 
the Performance Regulation. 

Charging Regulation ¶ No changes required. 

Other legislation ¶ No changes required. 

Source: Steer Davies Gleave review of SES legislation 

Enhanced measurement of the environment KPA 

Definition 

4.32 Eurocontrol has also undertaken work to assess the potential to introduce additional 

measures of the environmental impact of ATM. This involved reviewing the level of support for 

various proposals among stakeholders and undertaking an assessment of the maturity (and 

hence readiness) of specific metrics. Again, there was broad support for the conclusions of this 

assessment at the stakeholder workshop, and these align with the following proposal: 

¶ The flight efficiency of the actual flight trajectory (KEA) would be retained as a KPI. 

Similarly, the current PIs based on additional time in the taxi-out phase and arrival 

sequencing and metering area (ASMA) transit time would continue to be monitored. 

¶ The flight efficiency of the planned flight trajectory (KEP) should not be targeted but 

ǊŜǘŀƛƴŜŘ ŀǎ ŀ tLΦ ¢Ƙƛǎ ǿƻǳƭŘ ōŜ ǎǳǇǇƭŜƳŜƴǘŜŘ ōȅ ŀ ƴŜǿ ΨǎƘƻǊǘŜǎǘ ŎƻƴǎǘǊŀƛƴŜŘ ǊƻǳǘŜΩ 

indicator, allowing the separate contribution of ANSPs and airspace users to flight 

efficiency to be assessed.  

¶ A new measure of vertical flight efficiency, based on the share of flights applying 

continuous descent operations (CDOs) from a defined altitude (top of descent, 7,000 feet 

or an alternative), would be introduced as a PI. 

¶ A new measure of the use of military airspace would be introduced. This would be based 

either on availability of CDR or on availability of reserved/restricted airspace. 

Rationale 

4.33 KEA is an important measure of actual flight efficiency, representing the outcome of the 

interaction of a range of factors. While it is important to understand the impact of each of 

these factors, as discussed below, KEA provides a headline value that can be linked to 

observable environmental effects. It should therefore be retained as a KPI, the value of which 

will depend on the effectiveness of collaboration between ANSPs, airspace users and other 

stakeholders. 

4.34 The ongoing monitoring of taxi-out additional time and ASMA transit time is important for 

ensuring that the Performance Scheme encourages a gate-to-gate approach in ATM. 

aƻǊŜƻǾŜǊΣ ǿƘƛƭŜ ōƻǘƘ ŀǊŜ ŀŦŦŜŎǘŜŘ ōȅ ŦŀŎǘƻǊǎ ƻǳǘǎƛŘŜ ǘƘŜ !b{tǎΩ ŎƻƴǘǊƻƭΣ ǘƘŜȅ Ŏŀƴ ōŜ ǊŜƎŀǊŘŜŘ 

as reasonable proxy measures of ANSP efficiency. They can also be further developed to 

address shortcomings in measurement identified by stakeholders (e.g. lack of ANSP control 

over push-back and apron and taxi way movements).   

4.35 The proposed new measure of vertical flight efficiency reflects recent work carried out by a 

Eurocontrol-sponsored task force, including a range of industry stakeholders, on continuous 

climb operations (CCOs) and CDOs. This concluded that a single CCO or CDO can result in fuel 
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savings of between 50 and 200 kilograms of fuel per flight as compared with a non-optimised 

climb or descent profile34. In practice, inefficient level flight is a particular feature of descents, 

and in developing a measurement methodology, the task force therefore focused on CDOs.  

4.36 The new measure would be a valuable addition to the range of environment-related metrics 

included in the Performance Scheme, since it would: 

¶ capture the extent to which ANSPs are able to provide CDOs (e.g. through changing 

working practices or modifying airspace design); 

¶ align with one of the objectives of the SESAR Master Plan (SESAR Solution #11), which 

states that implementation of CDOs in higher density traffic and at higher levels is a 

priority; and 

¶ similarly align with the findings of the recent Court of Auditors report on environmental 

KPIs35, which recommended their modification to capture the responsiveness of the ATM 

system to the desired trajectories of airspace users, both in their horizontal and vertical 

dimensions, with an indicative deadline of 2019. 

4.37 In addition, the data required to calculate the metric is already available, and it would 

therefore be possible to introduce it as a PI in RP3 at reasonable cost. 

4.38 Stakeholders representing European military users of airspace have argued that release of 

military airspace for civilian use (otherwise known as conditional routes or CDRs) requires 

significant resources, and that the value of this activity should therefore be monitored. This 

suggests the need for a metric capturing the use of released military airspace. However, it is 

important that any such metric reflects the demand for airspace at the time civil users are 

given access to CDRs. Two proposed metrics have been proposed by the Network Manager 

and would require more discussion with military stakeholders to determine which one would 

be most appropriate. These are:  

¶ The Rate of CDR Availability (RoCA): this represents the average CDR availability according 

to the EAUP/EUUP related to a given time period. RoCA represents the ratio of the total 

CDR segment opening, whatever category it may be, to the total time during a given time 

period. 

¶ The Rate of Airspace Availability (RoAA): this represents the average reserved/restricted 

airspace availability according to the EAUP/EUUP related to a given time period. RoAA 

represents the ratio of the total reserved/restricted airspace opening time, whatever type 

it may be, to the total time during a given time period.   

                                                           

34
 Environment ς proposal for assessing vertical flight efficiency, Eurocontrol, 24 October 2017. 

35
 See footnote 14 above. 
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Changes to legislation 

Table 4.6: Enhanced measurement of environment KPA ς changes to legislation 

Area of legislation Changes 

Performance 
Regulation 

¶ Use the flight efficiency of the actual flight trajectory as the KPI and relegate the 
efficiency of the planned trajectory to the level of PI, modifying Section 2(2.1) and 
(2.2) of Annex I. 

¶ Introduce a new vertical flight efficiency metric as a PI, modifying Section 2(2.2) of 
Annex I. 

¶ Introduce a new shortest constrained route indicator as a PI, modifying Section 
2(2.2) of Annex I. 

¶ Introduce a new measure of use of released military airspace as a PI (modifying 
Section 2(2.2) of Annex I. 

Charging Regulation ¶ No changes required. 

Other legislation ¶ No changes required. 

Source: Steer Davies Gleave review of SES legislation 

Enhanced measurement of the capacity KPA 

Definition 

4.39 We consider that the current measures of capacity are insufficient to provide a clear picture of 

the level of service provided and should be supplemented with the following: 

¶ en-route and terminal air traffic flow management (ATFM) delay per flight incurred at 

weekends; 

¶ ATFM delay incurred in the first rotation; and 

¶ the number and average value of ATFM delays exceeding 15 minutes. 

4.40 We also suggest that NSAs should develop a better understanding of available capacity and 

the relationship between additional traffic (relative to forecast values) and additional cost. 

This element of the proposal would need to be achieved primarily through facilitation of 

exchange of expertise and information, perhaps within the forum provided by the NSA 

Coordination Platform, rather than through provisions in the Performance Regulation. 

However, Annex II of the Performance Regulation could be expanded to require NSAs to 

report on an analysis of capacity and set out the implications for accommodation of variations 

in traffic levels36. This would be particularly important if the core option were combined with 

Option C1, discussed below, under which responsibility for setting the parameters of the 

traffic risk sharing mechanism would be devolved to NSAs. 

4.41 As already noted, the implementation of this option would also involve the separate 

measurement of the performance of the Network Manager, and the relevant metrics for 

inclusion in the NPP would enhance the measurement of capacity. More specifically, these 

would include: 

¶ minimum level of the effectiveness of safety management of the Network Manager;  

¶ an environmental indicator linked to the average horizontal en-route flight efficiency (to be 

developed further);  

                                                           

36
 Note that this requirement would be separate to, but might inform, the investment plans on which 

NSAs are already required to report. 
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¶ Network Manager contribution to en-route and arrival delay savings (each expressed as a 

proportion of, respectively, total en-route and arrival delay); 

¶ average minutes of en-route ATFM delay per flight (relating to both delay optimisation 

and flight planning);  

¶ a measure of the minimisation of individual flight penalties, with an outcome indicator 

based on the percentage of flights with an ATFM delay greater than 30 minutes; and 

¶ a Network Manager cost metric related to its cost profile or replaced by a specific unit 

rate.  

Rationale 

4.42 The proposed additional measures can all be monitored using existing data and their 

introduction should therefore not increase administrative costs significantly. Together with 

the existing KPIs and PIs, they will provide a more comprehensive picture of the outputs of 

capacity provision, focusing on the following key aspects of the service: 

¶ the extent to which sufficient capacity is provided at weekends, a well-documented issue 

arising from constraints on the availability and deployment of air traffic controllers 

through the week; 

¶ the extent of delays arising at the beginning of the operating day, which can have knock-

on effects throughout the day; 

¶ the extent of long delays that can be particularly detrimental to airline operating 

efficiency as well as passengers; and 

¶ the contribution of the Network Manager to reducing delay and ensuring the efficiency of 

ATFM.  

4.43 There is general recognition that NSAs need to have a better understanding of the profile of 

availability of capacity within their respective charging zones and its relationship with demand. 

At present, there are no generally accepted direct measures of capacity (as distinct from delay, 

representing the output of capacity provision), but it is nevertheless possible for NSAs to 

identify the deployment of air traffic controllers, assess their productivity and draw 

conclusions about the potential for ANSPs to absorb further traffic. In our view, the inclusion 

of analysis of this kind in the performance plans would increase confidence in the delivery of 

delay and other targets. 
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Changes to legislation 

Table 4.7: Enhanced measurement of capacity KPA ς changes to legislation 

Area of legislation Changes 

Performance 
Regulation 

¶ Introduce the following new PIs, modifying Section 3(3.2) of Annex I: 

¶ en-route and terminal air traffic flow management (ATFM) delay per flight 
incurred at weekends; 

¶ ATFM delay incurred in the first rotation; and 

¶ the number and average value of ATFM delays exceeding 15 minutes. 

¶ Require NSAs to report on an analysis of capacity and set out the implications for 
accommodation of variations in traffic levels through new provisions in Annex II. 

¶ Introduce new PIs ŎŀǇǘǳǊƛƴƎ ǘƘŜ bŜǘǿƻǊƪ aŀƴŀƎŜǊΩǎ ŎƻƴǘǊƛōǳǘƛƻƴ ǘƻ ǇŜrformance, 
modifying Section 3(3.2) of Annex I. 

Charging Regulation ¶ No changes required. 

Other legislation 

We suggest that the Network Manager would need to report on the new PIs through 
the regular updating of the NOP and its more general reporting function defined in 
Article 20 of Regulation 677/2011. However, it would seem inappropriate to refer to 
specific metrics in this regulation as these could change over time and it would be 
sufficient to cross refer to Annex I of the Performance Regulation. 

Source: Steer Davies Gleave review of SES legislation 

Improved measurement of the cost efficiency KPA 

Definition 

4.44 During the stakeholder consultation, representatives of airspace users commented that the 

lack of transparency surrounding the relationship between costs and charges was partly the 

result of the application of lagged adjustment mechanisms. This would be addressed by 

introducing a new performance indicator of the true cost of ANS services, based on the 

application of adjustments to charges in the year in which cost changes arise (i.e. adjustments 

would be applied in year n rather than n+2). 

Rationale   

4.45 The suggested additional performance indicator would allow airspace users, NSAs and other 

stakeholders to track changes in the true cost of ANS through the Reference Period using a 

more meaningful measure of unit costs than is currently available. 

Changes in legislation 

Table 4.8: Enhanced measurement of cost-efficiency KPA ς changes to legislation 

Area of legislation Changes 

Performance 
Regulation 

¶ Modify Section 4(4.2) of Annex I to include new PI based on application of 
adjustments in current year. 

Charging Regulation ¶ No changes required. 

Other legislation ¶ No change required. 

Source: Steer Davies Gleave review of SES legislation 
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Option B ς simplified price cap 

Definition 

4.46 Representatives of the airspace users have highlighted the complexity of the Charging Scheme 

in RP2 and noted the difficulties of establishing a clear relationship between the service 

offered and price charged by ANSPs. This lack of clarity arises from both the risk sharing 

mechanisms which, for example, provide for an adjustment to determined costs in year n+2 to 

reflect deviations in traffic from forecast levels in year n, and the incentive mechanism, which 

has been applied differently in different charging zones. Option B is intended to address this 

issue by simplifying the Charging Scheme substantially while introducing additional regulatory 

scrutiny of capital expenditure plans and their implementation. It would also include all the 

measures covered by the core option described above. 

Simplification of the Charging Scheme 

4.47 Option B would involve the following changes to the Charging Scheme37: 

¶ The traffic risk sharing mechanism defined by Article 13 of the Charging Regulation would 

be removed. Hence, if the traffic handled by an ANSP were below what was forecast at 

the time the performance plan was prepared, the revenue it received would be lower 

than expected, with no compensating adjustment. Equally, higher than forecast traffic 

would result in additional revenue, potentially over and above what was required to cover 

costs. 

¶ The costs exempt from risk sharing mechanism set out in Article 14 of the Charging 

Regulation would also be removed. Hence, there would be no provision for compensating 

for unforeseen changes in pension and other specific categories of cost through carryover 

to a subsequent Reference Period. 

¶ The costs included in the reporting tables submitted in accordance with Annex II of the 

Charging Regulation would be expressed in nominal terms, based on an explicit inflation 

rate identified by the Member State/ANSP. Differences between outturn costs and the 

projected costs in the reporting tables due to divergences between estimated and actual 

inflation would not result in any compensating adjustment of unit rates. 

¶ The provisions of the Charging Regulation relating to incentive schemes for ANSPs (Article 

15 of the Regulation) would be similarly removed. Hence, there would be no automatic 

payment of bonuses or penalties consequent on the actual level of delay diverging from a 

benchmark level. However, NSAs would be able to impose penalties for failure to meet 

capacity targets under the provisions for discretionary enforcement discussed in the 

context of the core option.   

Regulatory scrutiny of capital expenditure 

4.48 As part of the submission of costs for consultation under Article 9 of the Charging Regulation, 

Member States would need to ensure that the following were included: 

                                                           

37
 We have described the proposal as a simplified price cap since it provides for regulation of unit rates 

while removing the complexity of the mechanisms for adjusting rates in the event of unforeseen 
changes to traffic, costs and inflation. However, it must be emphasised that the approach, which is a 
modification of the proposal suggested by IATA, is not price cap regulation as conventionally applied by 
industry regulators in other sectors. 
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¶ tƘŜ !b{tΩǎ мл-year vision for investment, together with planned investment for the 

forthcoming Reference Period; 

¶ detailed capital expenditure plans for the Reference Period, showing the profile of 

expenditure and how it was linked to the delivery of the benefits of the associated 

investment; 

¶ mechanisms for monitoring progress in implementing the plans, including clearly defined 

change control procedures for modifying plans when required; and 

¶ confirmation that overall projected costs, including depreciation on existing and new 

assets for the duration of the performance plan, were consistent with improving levels of 

efficiency and supported the delivery of Union-wide cost efficiency targets.  

4.49 Capital expenditure plans would be reviewed by the Commission, Eurocontrol, NSAs and 

airspace user representatives as part of the review of performance plans under current 

processes, with the Commission approving them as part of the process for approving 

determined costs. Actual capital expenditure would be reviewed against the plan by the NSAs 

on an annual basis, with the NSAs noting: 

¶ the extent of any deviation in capital expenditure from the plans; and 

¶ whether change control procedures had been correctly applied. 

4.50 Following the end of the Reference Period, the NSAs would prepare reports on any excess 

expenditure or underinvestment compared to the plan and provide an assessment of whether 

such divergences, over the Reference Period as a whole, were the result of inefficiency. In 

making the assessment, they would need to take account of arguments for changing capital 

expenditure plans, for example to modify the balance between capital and operating 

expenditure or to postpone or bring forward such expenditure in the light of changed 

circumstances. 

4.51 Based on the reports prepared by the NSAs, and after taking advice from the PRB and 

consulting with stakeholders (including representatives of airspace users as well as the 

Network Manager), the Commission would determine the need for any adjustment of charges 

paid by airspace users due to inefficient underinvestment. Such adjustment would take the 

form of a reimbursement of charges paid rather than a modification of determined costs for 

the subsequent Reference Period. Additional expenditure incurred efficiently (e.g. as a result 

of a divergence between actual and forecast inflation) would not be compensated, in line with 

the proposition underlying this option that the ANSPs should accept all risk relating to traffic 

and costs. 

Rationale 

4.52 As already noted, the primary rationale for this option is the simplification of the Charging 

{ŎƘŜƳŜ ǘƻ ŜƴǎǳǊŜ ŀ ƳƻǊŜ ǘǊŀƴǎǇŀǊŜƴǘ ǊŜƭŀǘƛƻƴǎƘƛǇΣ ŦǊƻƳ ŀƴ ŀƛǊǎǇŀŎŜ ǳǎŜǊΩǎ ǇŜǊǎǇŜŎǘƛǾŜΣ 

between the service provided and the charges paid. More specifically, it would remove 

entirely the potential for adjustments to unit rates in future years as a result of differences 

between outturn and forecast values in the current year. The consequence of this would be to 

transfer risk largely to the ANSPs, for example allowing them to earn additional revenues if 

traffic exceeded forecasts while requiring them to accept lower than expected revenue where 

forecast traffic failed to emerge. 

4.53 As the incentive mechanism would also be removed under this option, there would be no 

automatic reward for over-delivery of performance or penalty for under-delivery (although the 

ability to impose penalties on a discretionary basis would be available to NSAs, these would 
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not take the form of a reimbursement of airspace users). Hence, in the absence of 

incentivisation of outputs, there would be a need for greater regulatory scrutiny of inputs, 

particularly capital expenditure supporting investment in capacity. This, in turn, would require 

more intrusive monitoring of capital expenditure plans than at present, and adjustment of 

determined costs and unit rates if the Commission identified (on the advice of the PRB, NSAs 

and stakeholders) instances of inefficient under-investment. Such an adjustment would be 

calculated to prevent over-remuneration of ANSP investment, a key concern of airspace users 

in relation to experience in RP2. 

Change in legislation 

Table 4.9: Option B ς changes to legislation 

Area of legislation Changes 

Performance 
Regulation 

¶ No changes required. 

Charging Regulation 

¶ Remove traffic risk sharing mechanism, deleting Article 13. 

¶ Remove cost exempt risk sharing mechanism, deleting Article 14. 

¶ Remove inflation risk sharing mechanism, modifying Article 7(1). 

¶ Modify Article 17 to introduce process for regulating capital expenditure: 

¶ Require the ANSPs to prepare a ten-year outlook and plans for capital 
investment and restructuring over three years, updated annually on a rolling 
basis and reviewed and approved by their respective NSAs;  

¶ Require the Commission to consider the case for reimbursement of unspent 
planned capital expenditure after review by NSAs and on advice of PRB. 

Other legislation ¶ No changes required. 

Source: Steer Davies Gleave review of SES legislation 
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Option C1 ς devolved risk allocation mechanisms 

Definition 

4.54 The risk allocation mechanisms and incentive arrangements for the Charging Scheme are set 

out in the Charging Regulation, and are based on clearly defined principles and parameters. 

The parameters defining traffic risk sharing arrangements, namely the dead band threshold, 

upper threshold for risk sharing and sharing keys are prescribed in Article 13. There is arguably 

greater scope for interpretation of the provisions covering incentive mechanisms (Article 15), 

but key parameters are nevertheless clearly defined (e.g. the cap on aggregate bonuses and 

penalties of one per cent of annual revenues) and paragraph 1(b) indicates that incentive 

schemes should be designed to ensure delivery of the relevant performance scheme targets. 

4.55 While defining parameters in the legislation provides for greater clarity, there is a case for 

allowing more flexibility in the application of both risk sharing arrangements and incentive 

schemes. This would allow mechanisms to be designed to take account of the local 

circumstances of individual ANSPs. For example, experience from RP2 suggests that some can 

accommodate traffic over and above the level forecast in the performance plan without 

incurring significant additional costs, while others can only do so after taking steps to enhance 

capacity through changes to working arrangements resulting in increased costs. Similarly, 

some ANSPs consistently deliver target values of delay despite accommodating additional 

traffic, while others have failed to meet their targets even when traffic was considerably 

below historical levels. Such differences in performance demonstrate that ANSPs are subject 

to different capacity constraints and have delivered different levels of efficiency, implying a 

need for different risk sharing arrangements. Option C1 would provide for this while including 

all the measures covered by the core option described above. 

Traffic risk sharing 

4.56 A more flexible approach to traffic risk sharing could be achieved by allowing NSAs to define 

the relevant parameters within defined constraints, as follows: 

¶ The NSAs would propose bespoke traffic risk sharing arrangements 12 months before the 

start of the Reference Period, allowing sufficient time for the Commission to assess the 

implications of each proposal, drawing on advice from the PRB and Eurocontrol. In making 

the proposal, the NSA would need to demonstrate the case for bespoke arrangements, 

based on evidence of available capacity within the relevant ANSP and previous 

performance in response to variations in traffic levels. Where the Commission rejected 

the proposal, the standard arrangements would continue to apply. 

¶ The NSA would be able to propose changes to a number of the relevant parameters, 

including the dead band (assuming the dead band remained as part of the default 

arrangements) and the sharing keys. However, the values for the sharing keys would be 

chosen within a range defined in the legislation ς between 0 and 30 in the case of the 

ANSP share of any change in revenue due to deviations from forecast traffic levels. This 

would reflect the range of values of cost elasticity with respect to traffic observed across 

the SES (with ANSPs operating close to capacity experiencing an increase in variable costs, 

which represent 30% for the cost base on average, and those with substantial spare 

capacity facing little or no increase, as a result of additional traffic). 

¶ The available range of values for the sharing keys would be the same for both higher and 

lower than forecast traffic. However, within these parameters, the scheme proposed by 

an NSA could be asymmetric, with different values applying according to whether the 
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ANSP experienced more or less traffic than forecast. For example, in the case of an ANSP 

operating with spare capacity, it might be appropriate to set a 0% ANSP sharing key in the 

case of traffic increases (because more traffic could be accommodated at no extra cost) 

and a 30% ANSP sharing key in the case of traffic decreases (because the organisation 

could be expected to reduce costs in response to excess capacity). It would be for the 

NSA, in discussion with the ANSP, to determine the appropriate values, taking account of 

possible traffic variation and the need to preserve capacity notwithstanding short-term 

changes in demand. 

¶ The NSA would not be able to change the upper threshold within which the sharing keys 

applied, as this would align with the alert thresholds and provide a common trigger for 

reopening performance plans, as indicated in the discussion of the core option.     

Incentive schemes 

4.57 NSAs would similarly have the flexibility to specify incentive mechanisms to reflect local 

conditions, subject to constraints defined in a revised Article 15 of the Charging Regulation. 

This proposal, which was onŜ ƻŦ ǘƘŜ ƻǇǘƛƻƴǎ ǎƘƻǊǘƭƛǎǘŜŘ ƛƴ {ǘŜŜǊ 5ŀǾƛŜǎ DƭŜŀǾŜΩǎ ǊŜŎŜƴǘ ǊŜǇƻǊǘ 

for the Commission on ATM performance incentives38, can be summarised as follows:   

¶ NSAs would propose incentive schemes designed to address identified problems within a 

FIR or Member State, for example delays in excess of 15 minutes or delays at weekends39. 

Again, it would need to demonstrate the case for bespoke arrangements, based on 

evidence of the problem and consideration of the implications for targets and 

performance payments (i.e. bonus and penalty rates). 

¶ The NSA would be required to consult stakeholders on the scheme, a number of which 

would anyway be involved in its design. Airspace users would be asked for their views on 

specific problems to be addressed and, where possible, to demonstrate the associated 

operational costs (which would, in turn, inform the calibration of bonus and penalty 

rates). 

¶ Again, schemes should be asymmetric, but would need to be designed within defined 

parameters. The maximum value of penalties would be capped at three per cent of annual 

revenues, while bonus payments would be capped at one per cent. There would be no 

default incentive scheme, and NSAs would not be required to implement one (although 

they would need to provide a rationale where they did not). 

Cost and inflation risk sharing 

4.58 The cost and inflation risk sharing mechanisms would be modified as follows under this option: 

¶ The current mechanism for exempting certain unforeseen costs from the overall cost 

sharing arrangements would be removed. Hence, ANSPs/Member States would be 

required to absorb all differences between forecast and actual costs, subject to the 

following provisions relating to pension costs.  

¶ The NSAs would be required to monitor changes in national pension arrangements 

(including changes driven by legislation and market conditions). Where such changes 

                                                           

38
 Further development in air traffic management in the area of performance incentives, Steer Davies 

Gleave, August 2017. 

39
 We note that around half of ANSPs do not cause significant delay, and that incentives based on simple 

measures of delay serve little purpose. Allowing NSAs to develop incentive mechanisms to address 
other, capacity-related issues, would therefore enhance the effectiveness of the incentive framework. 
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resulted in an unforeseen change in pension costs, the NSAs would be permitted to 

propose a change in the determined cost base, subject to consultation with stakeholders 

and an audit by a suitably qualified actuary (the latter reporting to the Commission and 

the PRB). Any change would need to be approved by the Commission. 

¶ The inflation adjustment mechanism would not apply to certain costs, for example 

depreciation.  

Regulatory scrutiny of capital expenditure 

4.59 In principle, the regulation of ANSPs through output-based incentives is inconsistent with 

separate regulation of inputs. Under output-based regulation, the focus is on whether the 

regulated entity delivers the required outputs (defined by the targets and benchmarks 

underpinning the incentive mechanism) for the regulated charge, and the regulator is not 

required to consider the combination of inputs used. In practice, some regulatory scrutiny of 

both operational and capital expenditure is required, particularly where performance levels 

are affected by a wide range of factors and targets may be met even where investment plans 

have not been implemented. 

4.60 We therefore suggest that this option should also include scrutiny of capital expenditure, with 

ANSPs providing a 10-year vision and NSAs undertaking regular monitoring of the 

implementation of investment plans as in Option B. Option C1 also includes provision for 

automatic reimbursement of airspace users for planned capital expenditure that is not 

delivered. Again, as under Option B, this takes the form of a payment at the end of the 

reference period following an assessment of the level of the underspend, but under Option C1 

it would be enforced by the NSAs rather than the Commission.  

Rationale 

4.61 We have already noted that the primary rationale for this option is the recognition that 

different ANSPs have different levels of available capacity, and hence different capabilities to 

accommodate higher than expected levels of traffic. They also face different problems in 

managing the airspace, and this is manifested in different patterns of delay in different FIRs 

and charging zones. Figure 4.2, which shows trends in traffic, ANSP costs and delay relative to 

target for Bulgaria and Denmark, demonstrates the scope for variation in circumstances.  

4.62 As shown, the two Member States demonstrate the potential for different outcomes following 

an increase in traffic. In the case of Bulgaria, the increase arose due to the political situation in 

Ukraine, which resulted in the diversion of traffic that would otherwise have been routed 

through Ukrainian airspace. The ANSP was able to accommodate the traffic while avoiding any 

increase in delay (which was kept to zero), but only achieved this through a material increase 

in resources (reflected in an increase in the costs of staff, including air traffic controllers). 

4.63 By contrast, Denmark was able to accommodate a significant increase in traffic with little or no 

increase in costs while again keeping delay at zero. This appears to reflect the fact that the 

traffic increase was largely anticipated and presumably taken into account in resource 

planning for RP2. As a result, the cost elasticity with respect to traffic for Denmark appears 

significantly lower than that for Bulgaria, and may even be approximately zero. Taken 

together, these examples suggest that the appropriate traffic risk sharing mechanism in each 

case will differ. 
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Figure 4.2: Trends in traffic, costs and delay in Bulgaria and Denmark  

Bulgaria 

  

Source: ACE benchmarking reports, PRB monitoring reports, RP1/RP2 dashboards and performance plans 

Denmark 

 

Source: ACE benchmarking reports, PRB monitoring reports, RP1/RP2 dashboards and performance plans 
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4.64 The option also provides for simplification of the cost sharing mechanism by largely removing 

the provisions relating to cost exemption. This reflects the fact that these provisions have 

been little used in practice, with exemptions typically accounting for less than one percent of 

costs at a SES network level, as shown below. 

Table 4.10: Share of costs benefitting from cost exempt provisions (en-route only) 

нллф ϵ Ƴƛƭƭƛƻƴǎ 2012 2013 2014 RP1 total 2015 2016 

Pension exempt costs 48.3 3.6 3.6 55.5 34.7 21.6 

Total exempt costs 36.1 (7.4) (10.1) 18.5 17.3 2.8 

Total costs
40

 6,258 6,319 6,305 18,881 6,079 6,075 

Pension exempt costs (%) 0.8% 0.1% 0.1% 0.3% 0.6% 0.4% 

Total exempt costs (%) 0.6% (0.1%) (0.2%) 0.1% 0.3% 0.0% 

Source: PRB monitoring reports 

4.65 This suggests that the current cost exempt provisions are disproportionate, adding to the 

complexity of the risk sharing arrangements to address a risk relating to an insignificant 

proportion of costs. Removal of the cost exempt mechanism would therefore simplify the 

Charging Scheme significantly without increasing ANSP risk unduly. However, unforeseen 

pension costs, representing the largest proportion of costs falling within the exempt categories 

since 2012, are a major concern for a number of ANSPs and some provision for 

ŀŎŎƻƳƳƻŘŀǘƛƴƎ ǘƘŜǎŜ ǘƘǊƻǳƎƘ ŀƴ ŀŘƧǳǎǘƳŜƴǘ ǘƻ ŘŜǘŜǊƳƛƴŜŘ Ŏƻǎǘǎ ƻƴ ŀ Ψōȅ ŜȄŎŜǇǘƛƻƴΩ ōŀǎƛǎ 

has therefore been included in this option. 

4.66 The exclusion of depreciation from the inflation adjustment mechanism reflects concerns 

expressed by stakeholders during RP2 about the risk associated with the potential level of 

adjustment under the current mechanism. Further, since depreciation is normally calculated 

on a historic cost basis, there is no clear rationale for applying inflation to this category of 

costs. 

4.67 The proposal for devolving responsibility for developing an incentive mechanism to the NSAs 

similarly reflects the perceived need to provide flexibility in response to variations in local 

circumstances. In discussions with stakeholders during the study on performance incentives41, 

NSAs and ANSPs were particularly supportive of this option, noting that the current approach 

defined in Article 15 was too generic and did not incentivise initiatives to address known 

problems. These can vary significantly between FIRs, and include the following: 

¶ Seasonal capacity constraints, typically encountered by Area Control Centres (ACCs) 

handling substantial increases in traffic over the summer (e.g. Barcelona), can result in 

significant en-route delay. This may be masked by delay-based metrics calculated as 

annual averages, as used in incentive schemes. 

                                                           

40
 Cost exempt payments can be both positive and negative, which means that the total cost exempt 

figure, at either a total or sub-category level, is a net total. The net total for any sub-category, such as 
pensions, can therefore be greater in monetary terms than the net total for all cost exemptions. 

41
 See footnote 10 above. 
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¶ Sector limitation can arise when staffing arrangements do not allow ANSPs to open the 

maximum number of sectors on days when traffic volumes cannot easily be 

accommodated without generating delay. Such problems have been encountered in Brest, 

Nicosia and Warsaw ACCs, again in the summer months when holiday traffic results in a 

peak in traffic volumes. 

¶ The deterioration in performance at weekends is well documented and arises due to the 

difficulties of deploying sufficient air traffic controllers over the weekend period, although 

it can be exacerbated by increased traffic levels during holiday periods. Again, poor 

performance on particular days will be masked by metrics based on average delay 

through the year. 

¶ First rotation delays, arising during the morning peak, can have substantial knock-on 

effects, leading to the accumulation of reactionary delay through the day and preventing 

airspace users from recovering their original schedules. Accordingly, the NOP for 2017 

ƛŘŜƴǘƛŦƛŜŘ ŀ ǊŜŘǳŎǘƛƻƴ ƛƴ ŦƛǊǎǘ Ǌƻǘŀǘƛƻƴ ŘŜƭŀȅǎ ŀǎ ƻƴŜ ƻŦ ǘƘŜ bŜǘǿƻǊƪ aŀƴŀƎŜǊΩǎ ƪŜȅ 

priorities, targeting a 10% reduction for at least one airport or ACC with a significant 

problem. 

¶ Long delays, in excess of 15 minutes, can cause substantial disruption when they arise but 

may not be reflected in metrics based on average delay per flight.  

4.68 The results of the stakeholder consultation for the study on performance incentives indicated 

that NSAs would value the opportunity to implement incentive schemes designed to address 

specific problems of the kind outlined above. By targeting such problems, bespoke schemes 

could help to improve performance more effectively than a generic scheme defined in 

legislation. At the same time, we recognise that this option would add to the complexity of the 

Performance and Charging Schemes, a concern that has been raised by airspace users. This 

highlights the potential for tension between the objectives for RP3 and the need to balance a 

greater focus on local circumstances on the one hand, and the need for more transparency 

and simplicity on the other. 
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Changes to legislation 

Table 4.11: Option C1 ς changes to legislation 

Area of legislation Changes 

Performance 
Regulation 

¶ No changes required. 

Charging Regulation 

¶ Modify Article 13 to permit NSAs to specify the dead band and sharing keys within 
defined parameters (allowing for the possibility of asymmetric keys) after 
demonstrating the case as well as their capacity and independence to the 
Commission (see Table 4.2). 

¶ Modify Article 15 to enable NSAs to submit incentive schemes for approval, 
setting out the rationale, again on condition that they can demonstrate sufficient 
capacity and independence. 

¶ Modify Article 15 to specify key principles and parameters with which incentive 
schemes should comply: 

¶ Asymmetry, with bonus rates being below those of penalty rates; 

¶ A maximum cap on penalties and bonuses in any year; and 

¶ Requirement for stakeholder consultation.         

¶ Remove existing Article 15 but introduce new provisions allowing pension costs to 
be treated separately by exception and where a case can be made. 

¶ Modify Article 7(1) to exclude depreciation from inflation risk sharing mechanism.  

¶ Introduce process for regulating capital expenditure with new provisions in Article 
17, as under Option B, but NSAs to consider the case for reimbursement of 
unspent planned capital expenditure or other sanctions. 

Other legislation ¶ No changes required. 

Source: Steer Davies Gleave review of SES legislation   

Option C2 ς centralised risk allocation mechanisms 

Definition 

4.69 Option C1 relies heavily on NSAs to ensure that the incentives provided by the Charging 

Scheme reflect an efficient allocation of risk between ANSPs and airspace users. This is in line 

with the objective of RP3 to strengthen the role of NSAs and also recognises the need to take 

account of local circumstances in the allocation of risk. However, in practice some NSAs may 

not have the capability, either in terms of skills or resources, to take responsibility for the 

design of risk sharing and incentive arrangements in the way envisaged under Option C1. 

Option C2 is therefore based on a more centralised approach, whereby the relevant 

mechanisms are fully specified in the Charging Regulation. However, it includes all the 

measures covered by the core option, including strengthening the role and enforcement 

powers of NSAs in the performance planning and monitoring process. 

4.70 The current risk sharing arrangements are already well-defined, but there is a case for 

modifying them in the light of concerns expressed by some stakeholders about the potential 

for perverse incentives. The specification of incentive scheme requirements, while relatively 

prescriptive, is open to interpretation and has been applied in different ways in different 

Member States. There is therefore a case for a centrally defined scheme for a pan-European 

network, providing greater consistency and transparency for airspace users. 

Risk sharing arrangements 

4.71 Option C2 would involve the following changes to the current risk sharing mechanisms while 

retaining the same broad framework covering traffic, cost and inflation risk: 
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¶ The dead band currently applying to the traffic risk sharing mechanisms would be 

removed, simplifying the mechanism. However, the sharing keys and upper threshold 

would remain unchanged, reflecting the lack of any material change in the structure of 

ANSP costs since the mechanism was first introduced in 2009 (discussed further below). 

¶ The same changes to the cost exempt and inflation risk sharing arrangements as under 

Option C1 would apply.   

Incentive mechanism 

4.72 In our previous report for the Commission on performance incentives, we put forward for 

consideration a centrally administered incentive scheme based on the payment of penalties 

for delay. The introduction of such a scheme would be consistent with the centralised 

approach to risk allocation under this option. It would include the following elements: 

¶ The Commission would oversee the development and implementation of a centrally 

defined delay attribution system providing for delay to be attributed to specific causes 

and allocated between parties according to fault. Weather-related delays would not be 

allocated to any party but all other delays, including those caused by industrial action, 

would be assigned to the party best placed to manage the underlying risk. 

¶ Delay benchmarks would be set at the national/charging zone level and in line with 

targets and reference values. Penalties would be calculated automatically on an annual or 

monthly basis by the CRCO and paid to airspace users in the form of discounted charges. 

¶ Maximum penalty payments would be defined in legislation as a percentage of total 

charges per flight. 

¶ There would be a dispute resolution mechanism whereby disputes over the allocation of 

delay would be considered and resolved by an independent panel. 

Regulatory scrutiny of capital expenditure 

4.73 For the reasons discussed in paragraph 4.59, we suggest that capital expenditure should be 

subject to regulatory scrutiny by the NSAs under this option as under Option C1. However, in 

line with the principle underpinning Option C2, namely that regulatory mechanisms should 

reflect the conventional approach to regulation, we propose that the delivery of capital 

investment plans should be incentivised through the potential for adjustment to charges in 

subsequent Reference Periods42. NSAs would therefore be required to identify 

underinvestment over a Reference Period, based on the results of regular monitoring of 

progress. This would enable the Commission, after taking advice from the PRB, to decide 

whether charges in the following Reference Period should be adjusted downwards to avoid 

over-remuneration of investment. 

Rationale 

4.74 The changes to the traffic risk sharing arrangements under this option are limited since there 

is little evidence that there have been any changes in the average structure of ANSP costs 

since 2009 that would justify changes to the common risk allocation framework currently in 

place. This is illustrated in the figure below, which shows total European ANSP costs and traffic 

levels over the last eight years.  

                                                           

42
 Under a standard regulatory approach, any capital underspend during a reference period is taken into 

account in setting charges for the subsequent reference period.  
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Figure 4.3: Trends in traffic, costs and delay in Europe 

 

Source: ACE benchmarking reports, PRB monitoring reports, RP1/RP2 dashboards and performance plans 

4.75 The 30:70 allocation of changes in revenue relative to forecast levels was put in place in 

2009 and reflected analysis of the structure of ANSP costs (in particular the share of 

variable costs in the total) and of the elasticity of costs with respect to traffic. The 

allocation can therefore be considered consistent with the 24.3% of costs accounted for by 

air traffic controllers prevailing at the time. While the figure suggests some decline in the 

share by 2015, this appears marginal and is insufficient to suggest a material change in the 

structure or variability of costs. There is therefore no clear case for modifying the sharing 

keys for a traffic risk sharing scheme administered at the European level43. A similar 

argument applies in respect of the upper threshold applied to the traffic risk sharing 

mechanism. 

4.76 However, a case for removing the dead band can be made on the grounds that this would 

simplify and increase the transparency of the mechanism. It would also remove the 

perverse incentive to plan on the basis of relatively low traffic forecasts in the expectation 

that actual traffic will give rise to additional revenue fully allocated to the ANSPs. While we 

note that the use of standard forecasts would anyway remove this incentive, to the extent 

that ANSPs retain some freedom to determine the basis of forecasting (whether in all cases 

or, as under our core option, by exception), we consider that any change designed to 

encourage accurate forecasting is likely to be beneficial. 

                                                           

43
 As noted in the discussion of Option C1 above, trends in cost vary considerably between Member 

States, supporting the case for flexibility in setting sharing keys at the national level. However, there 
appears to be no case for change if the sharing keys continue to be set at the European level. 


















































































































