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This draft position paper is intended to form the basis of advice to the European 
Commission on the industry’s views on the necessary changes to the Performance and 
Charging Schemes for Reference Period 3.

The Commission has initiated several activities to inform the update of the Performance 
and Charging Schemes for Reference Period 3 (RP3). As part of this process the 
Commission has requested pro-active advice from the ICB ahead of the drafting of the 
regulation, which will begin in Q2 2017.

This draft position paper is based on the output of the ICB workshop held on the
17th January, and is for review and discussion by ISG members at ISG/67 on the
28th February 2017. At this time, the paper records areas where there already
appears  to  be  consensus.  Points  for  further  discussion  points  have  been
proposed based on issues  either  highlighted or  not  explored at  the January
workshop.

The  timeline  set  by  the  Commission  means  that  a  draft  position  must  be
presented to the Q1 plenary in March for approval.
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1 INTRODUCTION

The Commission has initiated several activities to inform the drafting of the Performance 
and Charging Schemes for RP3, and will begin the process for the revision of the regulation
in Q2 2017. The ICB has agreed to provide input by the end of Q1 2017 to inform the 
drafting process. 

For RP3, it is expected that the basic law that governs the schemes will remain unchanged.
This means that Article 11 of Regulation (EC) No 549/2004 (Performance Scheme) and
Article 15 of Regulation (EC) No 550/2004 (Charging Scheme) will continue to apply. Ie,
there will be Union-wide performance targets adopted by the EC, after taking account of
relevant inputs as well as cost-efficiency targets based on determined costs. 

This draft position paper forms the basis of advice to the European Commission on the 
industry’s views on the necessary changes to the Performance and Charging Schemes for 
Reference Period 3. Further work may subsequently follow to ensure that all of the 
elements for RP3 are in place. 

2 ICB POSITION ON STRUCTURE OF THE SCHEMES

The ICB agrees with the intention to simplify the performance and charging schemes, to
improve transparency and reduce administrative burden. This would be beneficial across
all stakeholders and levels.

In support  of  this,  the ICB considers that  the involvement of  FABs in the Performance
Scheme  is  unnecessary.  FABs  are  just  one  of  the  vehicles  available  for  performance
improvement and the focus of FABs should be on collaboration. The ICB considers that the
inclusion of FABS in the performance scheme adds considerable administrative burden and
cost with little or no added value.

The ICB believes that RP3 should have a duration of 5 years, to ensure that stakeholders
are not in a perpetual planning cycle and to facilitate investment planning. The flexibility
of a shorter three-year reference period is recognised, but this could be achieved with
better  guidance on the process for  invoking alert  mechanisms which are only used in
exceptional circumstances.

The ICB also considers that many of the current problems are due to the interpretation and
application  of  the regulation,  rather  than the text  of  the regulation itself.  More tightly
worded regulation, or closer oversight of the application of the current regulation by the
PRB/EC are needed to provide the required understanding. [this could be explored further
in the ISG]

Discussion point: the ICB membership hold differing opinions on whether to
extend the scope of the scheme to a gate-to-gate view. 

The AUs propose expanding existing national targets for cost-efficiency in Terminal ANS
to include an EU target, as they consider that there is too much focus on en route and
considerable inefficiency in terminal and airport operations. The PRB report does not
propose expanding the scheme to an EU target.

CANSO and the Staff Associations view is that the variation of environments and drivers
from airport-to-airport would make it difficult to standardise KPIs and result in a loss of
transparency, and it would also be expensive to administrate. CANSO also stresses that
performance targets must be within the ANSPs ability to achieve.

A potential compromise was proposed by the NM at the ICB workshop that there could
be a  small  selection  (ie  those  in  the  PCP)  of  airports  where  a  European TANS cost
efficiency  target  might  apply.  The  ICB  should  consider  whether  this  proposal  is
acceptable.
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3 ICB POSITION ON DETAIL OF THE SCHEMES

Target setting

The ICB believes that the target setting process is not currently optimal, and issues with
the  current  process  is  the  reason  that  there  is  still  not  a  complete  set  of  approved
Performance Plans for RP2.

The ICB supports the following principles for target setting:

 The target setting process should take better account of  local  conditions. There
should  be  an  enhanced  role  for  the  local  dimension  in  setting  the  scope  for
performance improvements, which is fed into the target setting process as an initial
input at the start of the process. 

 There should be a much stronger link between the Network Manager NOP planning
cycles and the reference periods. This will ensure the appropriate input from the NM
into the target setting process.

 There  should  be  a  transparent  appeal  mechanism under  the  supervision  of  the
European Commission. In conjunction with this, more dynamic and rapid review and
reset/alert  mechanisms are needed to allow plans to be altered in the event of
unexpected outside influences.

 There should be improved consultation at all stages of the target setting process,
without making it burdensome. This is an example of  where the existing text is
adequate, but the regulation is not uniformly applied. 

Discussion point: how should the local dimension feed into the target setting
process?

 CANSO advocates the greater involvement of the NSAs while Airspace Users raised
concern  about  NSA  resourcing.  It  was  suggested  that  the  PRB  could  provide
resources to support the NSA.

 Airspace  Users  suggested  a  role  for  the  Network  manager  in  this  process,  for
example with the capacity KPI where targets should focus more on local bottlenecks

 The  ICB  should  also  consider  the  local  dimension  within  the  wider  process.  For
example, what it would mean in terms of establishing the performance plans and
target setting, and who should be consulted.

Incentive/Penalty Schemes

The ICB believes that, under the current scheme, both incentives and penalties play an
important role but they should be applied at the same level at which the targets are set. 

It is the view of CANSO that incentives and penalties should be locally defined in response
to requirements determined by local stakeholders.

It is an airspace user view that under a pure price cap scheme the incentives are already
built in and not needed, and only penalties for non-delivery of contracted services should
be applied.

Note that an agreed definition of what a ‘pure price cap’ means (such as the
parameters to determine it)  could advance this  discussion. This is  covered
under Section 4: Cost Efficiency KPA, and Annex A.



Traffic Forecasts

To minimise the impact of traffic variations during a regulatory period, the ICB believes
that traffic forecasts on which performance plans are based should be updated prior to the
start of a Reference Period. 

Discussion point:  members should discuss how the text in the regulation should be
updated to account for the above proposal?

Discussion point: should STATFOR forecasts be mandated?

CANSO note that local forecasts have been more fit for purpose in some instances, and
ANSPs should have the option (with justification) to use an alternative which doesn’t
involve  a  long  bureaucratic  process.  Airspace  Users  advocate  mandating  STATFOR
forecasts.

At  the RP3 workshop,  it  was agreed that  more information on the existing STATFOR
consultation process would be useful – a presentation will be provided at the ISG.

Interdependencies

The  ICB  believes  that  interdependencies  between  the  performance  areas  should  be
integrated into the performance planning process for  RP3 from the very beginning,  to
understand the system-wide effect of each target.

Discussion point: how should interdependencies be treated within RP3?

Interdependencies were not discussed at the RP3 workshop in January in detail, but the
above statement appears a reasonable extrapolation of known views.

Do members agree with this statement? What are the concrete proposals for how this
should be done – for example, who defines them in the first instance? Should they be
assessed at a local level as part of performance planning?

Human Dimension

The ICB believes  that  the  human aspect  is  crucial  for  SES success  and collaboration,
consultation and change management processes should be significantly improved for RP3.

Discussion  point:  what  are  the  recommendations  on  change  management,
collaboration and communication?

As  the  fifth  pillar  of  SES,  the  human  dimension  is  a  key  factor  when  considering
performance improvements. The PRB proposed the following human factor Performance
Objective in their white paper: ‘Improve the effectiveness of the fifth pillar of SES by
improving communication and change management dialogues’.

Some suggested points of agreement are presented below:

 Collaboration between all  stakeholders is key.  An agreed and shared
vision, including staff inputs, would be beneficial to supporting change
and driving performance.

 The ICB supports the PRB objective to improve change management and
communication. There is, however, the question of whether this should lead to
specific performance indicators or targets within the performance scheme? There
is support for the existing approach where a number of social  platforms have
been created with the support of the Commission. This allows social partners to
be consulted on regulatory proposals which have significant social impact.



4 ICB POSITION ON THE EVOLUTION OF KPAs AND KPIs

Cost-Efficiency KPA

Discussion point: what should be the ICB’s recommendation on a price cap?

The PRB favoured  the  price  cap concept  in  their  white  paper  as  a  way  to  develop
considerable structural freedom within the system and simulate market conditions. A
proposed definition of a price cap and an analysis of the differing stakeholder views are
presented in Annex A. A ‘pure’ price cap places all risk on the provider, at a cost to the
user, which is the contentious area. 

A price cap was discussed at length at the RP3 workshop, and highlighted considerable
differences in opinion across stakeholders and a lack of a common understanding on
what a price cap is, and how it could be applied within the confines of the framework
legislation. 

During the RP3 workshop in January, IACA noted that traffic risk could still be shared
under agreed circumstances, but that cost risk sharing should not be. CANSO argue for
the inclusion of cost-sharing to cater for factors which are outside the control of the
ANSP.

A common position may not be reached on this topic, but there should be agreement on
what can be presented in the paper, ie:

 Can a common definition of a ‘pure’ price cap be agreed?

 Is there a compromise position, ie are there ‘agreed circumstances’ for traffic risk
sharing?

 Can members agree that increasing transparency over what AUs are paying for
within the unit rate is beneficial?

Discussion point: should capital expenditure be included in the performance
scheme, and if so, how should it be treated?

The  inclusion  of  capital  investment  in  the  performance  scheme  has  been  regularly
debated,  and should  it  be  included,  the  most  appropriate  way  to  do this  while  still
incentivising investment.

Should capital expenditure be in the performance scheme? 

 Staff associations note that SESAR investments are, so far, not working partly due
to a focus on centralisation. They also highlight that the focus should not be on 
cost-cutting but driving performance through technology improvements.

 CANSO believes that the framework must focus on ensuring the right investment 
is correctly accounted for. Performance contributions from common projects can 
only be reflected in performance scheme targets when sufficiently mature. 
Targets and incentives on CAPEX are not appropriate as it provides restrictions on 
the investment plan of an ANSP in order to meet the future service.

 Airspace Users argue for CAPEX to be taken out, noting that it should not be 
exempt from the regulation. CAPEX should be established via multinational-level 
rolling investment plans covering not less than 10 years. Only investments 
identified in the investment plan, and approved by the airline community should 
be made. A price-cap mechanism would simplify this and allow ANSPs flexibility as
long as the network capacity national contribution is met. 



Safety KPA

The ICB considers that Safety should remain a KPA within the performance scheme, but
that the metrics should evolve beyond process and rule compliance to a risk basis. The use
of the Safety KPA as a ‘control’ mechanism on the other KPAs is advocated as a way to
ensure that requirements in any of the other KPAs do not adversely impact safety. 

The ICB also considers  that  targeting safety performance (ie  lagging indicators)  is  not
appropriate  in  the  performance  scheme,  as  this  may  lead  to  the  underreporting  of
incidents.  A  move  towards  targeting  lagging  indicators  may  only  be  possible  with
automated reporting.

Discussion point: how should the safety metrics evolve?

The Safety KPA was not discussed at the workshop in January, but does not seem a
particularly contentious area based on knowledge of existing positions. The above text
as therefore been proposed for review and elaboration.

Capacity KPA 

Discussion point: can a common position be agreed for the capacity KPA?

The PRB notes two main current limitations: metrics measure less than a quarter of the
total delays that ANS can impact, and the targeting of a yearly average can hide the
causes and severity of  delay and lead to poor intervention development.  They have
suggested focusing targets on main European bottlenecks.

The following discussion points are suggested:

 Staff association believe KPI metrics should take into account the work load of the
ATCO which can vary across Europe

 Airspace users propose metrics to target all phases of a flight to measure the 
relationship between the actual performance vs that planned and paid for

 CANSO support increased flexibility to handle traffic variability issues

Environment KPA

Discussion point: can a common position be agreed for the environment KPA?

There  is  a  high  degree  of  commonality  in  the  preferred  approach  for  RP3  for  the
Environment  KPA,  with  ICB  Members  focussing  on  different  (but  not  necessarily
contradictory) aspects.

The following discussion points are suggested:

 Airspace users propose the impact of airspace constraints should be minimised to
allow for airline operational flexibility – with metrics to achieve this, including 
gate-to-gate fuel burn, with targets within en route, terminal and airport.

 CANSO suggest the metrics better focus on factors controllable by ANSPs, with 
commensurate improvements to the existing flight efficiency indicators eg 
targeting vertical flight efficiency. Furthermore, noise and NOX effects are multi-
stakeholder issues which do not lend themselves to targeting.

ICB RECOMMENDATIONS

To be completed once agreement has been reached within the previous sections.



ANNEX A – PRICE CAP

The current scheme adopts a risk sharing regulatory approach, where some cost risk (ie
through exemptions),  as well  as some traffic risk,  is  shared between ANSPs and users
where the components are considered to be outside the control of the ANSP.

An alternative scheme is a price cap, which treats risk differently. Two possible price cap
models are set out below, based on workshop discussions and available literature1:

1. Pure Price Cap (discussed during RP3 January workshop)

In  this  model,  all  cost  and traffic risk  is  transferred  to  the  provider,  even if  they are
considered outside the control of an ANSP. There are agreed service levels for delivery, at
an agreed price. This would be effective at incentivising ANSPs to minimise their costs and
ensure that costs were as flexible as possible in response to fluctuations with traffic. A
pure price cap would lead to a need for a higher risk premium, and higher overall costs for
equivalent service levels.

During the period,  if  the regulated entity  achieves lower costs than the regulator  had
forecast, it keeps the surplus. However, in the event of a significant downturn in traffic, the
income  to  an  ANSP  would  be  significantly  reduced,  and  potentially  over  a  prolonged
period. 

2. Hybrid Price Cap

In this model, all cost risk is transferred to the provider, but traffic risk is shared with users.
This model would significantly reduce the difficulties identified with the transfer of traffic
risk identified, whilst retaining the key advantage of the price cap where ANSPs would
have a strong incentive to manage their costs effectively. 

Comparison with other industries1

Most regulatory price cap systems outside the transport sector (eg water, ‘Ofwat’ (UK))
leave the regulated company with all of the volume and cost risk, although in some cases
a partial pass-through of specific cost items is permitted. 

However, the air transport system is more vulnerable than other industries to unexpected
traffic downturns, which can last for several years. In current examples of the use of price-
cap regulation in the airports of Paris and Vienna, traffic risk is shared between the service
provider and the users for this reason. In addition, there are also some instances where a
partial pass-through of specific cost items are permitted where variation in the cost item is
outside the control of the company (eg additional security requirements at airports)

As an alternative to the price cap, some regulated companies are subject to limits on the
rate of return that can be achieved on the capital invested, instead of limits on the price
that can be charged (eg Athens airport). However, cost and traffic risk remain held by
users.

1 Economic Aspects of the SES Performance Scheme: Target Setting, Incentives and Financial
Simulations (Eurocontrol Performance Review Commission, 2010)
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