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This study explores whether aviation charge regulation is necessary at
privatized airports. We employ a structural model of airline competition in the Japanese domestic
air passenger market. We find that airports without integration set nine times higher than current
aviation charge. When airports integrate the non-aviation sector, they tend to set lower aviation
charges by 5.6-20.5 %. Consequently, non-aviation charges are lowered. Competition among airports
also tends to lower aviation charges. Nonetheless, single-till regulation dominates dual-till
regulation at non-congested airports, regarding welfare maximization. We find that aviation charges
will remain high if alrports maximize profits, whether they are integrated with highly profitable
non-aviation companies and airport competition or not. Regarding mergers between airports, it is
possible that the total surplus will be reduced if the airports are not complementary but competing.
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