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21. VAA funds its operating and capital expenditures at YVR through various fees and rents 

collected from its operations. The source of revenues by category as well as several 

expense categories for YVR in 2015 and 2016 are shown in Table 1. 

Table 1: YVR Revenues and Expenses, 2015 and 2016 
Thousands of Dollars 

Total Rei1enues 

Landing Fees 

Concession 

T enninal Fees 

Airpo1t Improvement fees 

Car Parking 

Total Rentals 

- Rent 
Total Fees and Miscellaneous 

- Airside Access Fees 

Contributions 

2015 

$ 36,556 

$ 102,477 

$ 91.741 

$ 136,916 

$ 31,430 

$ 

$ 37, 4 

$ 12,078 

Total Expenses (incl. Otlter Expenses) $ 396,190 

Operating Expenses $ 147.128 

2016 

$ 42,346 

$ 115,204 

$ 84,883 

$ 150,447 

$ 33,484 

$ 

$ 1 41 

$ 6,348 

$ 410,641 

$ 160,719 

Cash Used in /m1esting Actfrities $ 150,059 $ 160,267 

Sources: VAA 2016 Annual Report at 156, 158. Gate. Gourmet ("GG") and CLS Airside Access Fees are from 

"Total Expenses (incl. Other Expenses)" cowprise "Salaries, wages and benefits," "Materials, supplies and services," 
"Payments in lieu of taxes, insurance and other," "Amortization of capital assets," Ground lease," and "Interest and 
financing charges." 

"Operating Expenses" cowprise "Salaries, wages and benefits" and "Materials, supplies and services." 

22. Some of the fees set by V AA including fees for airport parking, are paid directly by airport 

users. Other fees and rents are paid by companies that sell directly to customers, such as 

car rental firms or airport restaurants. One would expect these charges largely to be passed 

through to customers via retail prices. Some fees, such as the landing fee, are paid by 

airlines that operate at the airport. Still other rents and fees, including those relating to 

flight catering as well as other services used by airlines like ground handling and fuel 

service, are paid by those service providers. As with firms selling directly to customers, 

these fees levied on services used by airlines can be expected to be largely passed on to 

airlines through the price of the services. Airline fees, both direct and indirect, would then 

to a large extent be passed on to passengers flying in and out of YVR through ticket prices. 

6 
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airport revenues per flight, which are lower at YVR than at Toronto and Montreal, and 

comparable to Calgary and Edmonton.9 

$40 

$35 

$30 

$25 

$20 

$l5 

$10 

$5 

$0 

Figure 2: Airport Revenues per Passenger and per Flight in 2016 

Airport Revenues Per Passenger Airport Revenues Per Flight 
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Airports are displayed by geography, from Western Canada to Eastern Canada. 

Sources: 2016 Transport Canada Addendum at Tables A6, Al 4 (providing counts of passengers and flights). 
Airport revenues are from airports' annual reports. VAAZ016 Annual Report at 1S6; Calgary Airport Authority, 
"2016 Annual Report'' (2017) at 20 ("YYC 2016 Annual Report''); Edmonton Airports, "Annual Report 2016" 
(2017) at 61 ("YEG 2016 Annual Repartj; Greater Toronto Airports Authority, "Annual Report 2016" (2017) at 
F24 ("ITZ 2016 Annual Report''); Ottawa Macdonald-Cartier International Airport Authority, "2016 Annual 
Report" (2017) at SS ("YOW 2016 Annual Report''); Aeroports de Montreal, "2016 Annual Report" (2017) at 2 
("YUL2016Annual Report'). 

27. I will return to these operating revenue results when discussing whether the fees and rents 

collected from caterers provided VAA with an incentive to restrict competition in the flight 

catering market in Section IV. For now, to put these revenues into context, I note that in 

2016 the total fees and rents that V AA collected from 

of total revenues across its entire operations.10 

am advised that rents at YVR are set with reference to a market rent mechanism.11 Thus, 

the Commissioner's allegation that V AA was attempting to extract additional revenue from 

fees and rents in the flight catering market by restricting competition requires assuming 

9 The lower revenue per flight at smaller airports reflects the fact that, on average, airlines fly smaller planes 
at those airports. In 2016, the average number of passengers per plane at YVR was about 66, whereas the 
average was about SO at YEG and 29 at YOW. See 2016 Transport Canada Addendum at Tables A6, A14. 

10 As shown in Table 1, paid rent of in 2016., while their port fees 
( airside access fees) were , so V AA received in revenues from flight caterers in 
2016. Meanwhile total VAA reven 2016 were $490.4 million, so the share of total revenues derived 
from flight caterer rents and fees i 

11 See, e .. , 

9 
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requests, and YVR has continued to be served by the two incumbent flight caterers through 

the present time. 

32. I am further advised by counsel that. in 2017, V AA re-examined the flight catering market, 

assessing whether demand had grown sufficiently so that it would be viable to have three 

Accordingly, V AA 

conducted an RFP and has identified a third firm to supply flight catering at YVR. 

Ill. RELEVANT MARKETS 

33. In the Notice of Application, the Commissioner identifies two relevant product markets: the 

market for "Galley Handling", and the market for "airside access for the supply of Galley 

Handling."14 Dr. Niels discusses these two product markets and, in addition, a third re.levant 

market, which is for airports. Dr. Niels also discusses whether there are distinct product 

markets for Catering and Galley Handling.is I will focus on the relevant market( s) for the 

flight catering products and services that are provided to airlines at YVR, which is the 

market where substantial lessening of competition allegedly occurred, and turn only briefly 

to the airside access and airport markets at the end of this section. 

A. THE MARKET( S) FOR FLIGHT CATERING PRODUCTS AND SERVICES 

34. The market in which I understand the Commissioner to be alleging that V AA has exercised 

substantial control and created a substantial lessening of competition is the market for 

Galley Handling at YVR. Dr. Niels discusses that market, and also addresses whether it is 

appropriate to define separate product markets for subsets of the bundle of products and 

services provided by flight catering firms. As Dr. Niels notes, this second exercise is 

14 Competition Tribunal, Notice of Application, Commissioner of Competition v. Vancouver Airport Authorit}', 
CT-2016-015 (September 29, 2016) at 1Jll ("Notice of Application"). 

is Niels Report at 1J1J2.84- 94. 

12 
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assessing	market	power.22		Given	this	specific	purpose,	the	resulting	antitrust	markets	do	

not	necessarily	correspond	with	product	categorizations	as	used	by	people	in	the	

industry.23		From	this	perspective,	as	I	will	show,	VAA’s	approach	to	dividing	the	bundle	of	

flight	catering	products	into	separate	product	markets	“vertically”	highlights	substitution	

issues	that	are	relevant	for	understanding	the	effects	of	VAA’s	policy	toward	flight	catering	

suppliers	at	YVR.24	

1. Premium	flight	catering	at	YVR	is	a	relevant	antitrust	market	

41. To	determine	whether	premium	flight	catering	at	YVR	is	a	separate	product	market	from	

standard	flight	catering,	the	question	framed	by	the	hypothetical	monopolist	test	is	whether	

a	small,	significant,	and	non‐transitory	increase	in	price	(“SSNIP”)	for	premium	flight	

catering	products	would	be	constrained	by	substitution	to	other	products,	and	in	particular	

to	standard	flight	catering	products.25		One	possible	dimension	of	substitution	is	that	

airlines,	for	at	least	some	passengers	and	flights,	would	stop	offering	freshly	prepared	meals	

to	front	cabin	and	international	passengers	and	would	instead	offer	pre‐packaged	

alternatives.		However,	I	am	advised	by	counsel	that	this	response	is	unlikely,	as	fresh	meals	

are	considered	very	important	to	first	class	and	business	class	passengers.		In	that	regard,	I	

note	that	VAA’s	Flight	Kitchen	Market	Report	states	that	catering	is	considered	part	of	an	

airline	 	and	that	travelers	in	the	Asia‐Pacific	and	Middle	Eastern	regions	

	

.26		For	

example,	it	would	appear	that,	in	a	call	with	members	of	the	Competition	Bureau	in	June	

2015,	 	

																																																													
22	Jonathan	B.	Baker,	“Market	Definition:	An	Analytical	Overview,”	74	Antitrust	Law	Journal	129	(2007)	at	
138–39	(“Market	definition	for	antitrust	purposes	requires,	first	and	foremost,	an	assessment	of	the	
magnitude	of	the	economic	force	of	buyer	substitution….[B]uyer	substitution	patterns	in	the	event	of	an	
increase	in	price	[is]	the	central	economic	issue	at	stake	in	market	definition.”	Brackets	added).			

23	Baker,	supra	note	22	at	139	(“Accordingly,	there	is	no	reason	to	expect	that	the	concept	of	market	
employed	by	business	executives	when	discussing	issues	of	business	strategy	or	marketing,	whether	in	
testimony	or	documents	prepared	for	business	purposes,	would	be	the	same	as	the	concept	of	an	‘antitrust	
market’	or	‘relevant	market’	defined	for	the	purpose	of	antitrust	analysis….[T]he	specifications	of	markets	
they	adopt	for	business	purposes	unrelated	to	antitrust	analysis	should	not	control	the	definition	of	the	
market	for	antitrust	purposes.”	Brackets	added).	

24	I	will	at	times	refer	to	the	collection	of	delivery	and	loading	services	associated	with	flight	catering	as	galley	
handling	(without	capitalization).		However,	I	do	not	make	use	of	the	Galley	Handling	product	market	
definition	or	analyze	whether	galley	handling	services	form	a	distinct	antitrust	product	market.	

25	Baker,	supra	note	22	at	144.	
26	 				
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28 

- .27 In addition, the Flight Kitchen Market Report indicates that business class is 

42. It would appear that airlines already pay- more for freshly prepared meals (as 

compared to frozen meals) to serve to front cabin and international passengers, and so are 

unlikely to switch to pre-packaged or frozen meals from firms supplying only standard 

flight catering products following a SSNIP for premium flight catering products.29 

43. Table 2 provides an example of the prices for . catered products sold to--

and catered products sold to for international flights leaving 

• in November 2016.30 This Table illustrates that premium flight catering products 

provided to front cabin passengers are than standard flight 

catering products provided to economy passengers. The contrast between the descriptions 

and that airlines are 

unlikely to switch from freshly prepared meals to standard flight cater ing products 

following a SSNIP for premium flight catering products.31 

29 The cost of freshly prepared meals the cost of frozen meals. Competition 
Tribunal, Witness Statement of Mark MacVittie, Air Canada, Commissioner of Competition v. Vancouver 
Airport Authority, CT-2016-015 (November 8, 2017) at if 21 ("MacVittie Statement'l 

30 I present expenditures 

16 
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most congested city in Canada.33 As described in- , in order 

to respond to last-minute changes in passenger meal needs, which could impact YVR' s 

,34 I am advised that.

to subcontracting with outside (and often not proximate) catering firms for pre-packaged or 

frozen food products, for a firm to successfully supply premium flight catering products it 

must procure a location for a flight kitchen and then 

make all the investments necessary to start up and operate the kitchen.35 It is unlikely that 

a SSNIP for premium flight catering products would induce a firm supplying only standard 

flight catering products to make these investments; as already noted, there is already a 

- premium in the prices of premium flight catering products versus standard 

flight catering product prices even before a SSNIP for premium flight catering products. 

Similarly, an airline, even one that self-supplies standard galley handling products, is 

unlikely to make the investments necessary to self-supply premium flight catering products 

33 Tom Tom Traffic Index, available at https://www.tomtom.com/en_gb/trafficindex/list (last visited Dec. 5, 
2017. 

34 

35 See, e.g., Competition Tribunal, Witness Statement of Jonathan Stent-Torriani, Newrest Group Holding S.A., 
Commissioner of Competition v. Vancouver Airport Authority, CT-2016-015(November10, 2017) at ifif34-35 
("Stent-Torriani Statement") ("Newrest has not encountered any significant logistical, operational or other 
difficulties in satisfying airline expectations for providers of inflight catering services as a result of 
Newrest's facilities in Canada being located off-airport, or otherwise .... Newrest conducts a rigorous 
analysis to ensure that a prospective off-airport facility location will allow Newrest to meet airline 
requirements. This includes, for example, timed drives from the facility to the airport's airside access gate 
at various times of the day, on various days of the week and in a range of traffic situations. As a result of this 
due diligence, Newrest consistently meets the rigorous level-of-service re 
with airline customers in Canada." Ellipses added). 

18 
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catering is a separate product market at YVR, then the remaining premium flight catering 

supplier would be able to raise prices to its customers by at least a SSNIP if exit were to 

occur. The fact that this was a concern to V AA indicates that it did not believe there would 

be sufficient substitution to restrain the sole remaining full-service flight caterer (i.e .. which 

provided both standard and premium flight catering) from raising prices for premium flight 

catering services, which provides a further indication that premium flight catering is a 

separate relevant product market 

49. This discussion highlights the value of choosing appropriate relevant product markets that 

reflect important issues of substitution among the products and services at issue. Because 

Dr. Niels puts all firms that provide delivery and loading of flight catering products into a 

single product market, he does not focus on distinctions between those firms. In particular, 

he says repeatedly in his report that if it were true that the market can only support two 

firms, then the market should determine which two firms.41 But Dr. Niels does not discuss 

the fact that not all firms that provide flight catering services are similarly situated with 

respect to offering premium flight catering products, and that V AA had a concern that entry 

of a firm that only intended to supply standard flight catering products might eliminate 

competition for premium flight catering products. 

2. Standard flight catering at YVR may not be a relevant antitrust market 

50. Next, I consider whether a hypothetical monopolist of standard flight catering products at 

YVR would be able to profitably maintain prices above competitive levels. In particular, 

would self-supply, reduction in purchases, and double catering constrain a hypothetical 

monopolist from raising prices for standard flight catering products atYVR? I conclude that 

the substitution opportunities are greater for standard catering products than for premium 

catering products, and may be sufficient to constrain an exercise of market power for 

standard flight catering products at YVR 

41 Niels Report at ififl.20, 1.36, 3.11, 3.101. 

20 
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, 46 suggest that self-supply would be a credible threat to 

constrain a price increase for standard flight catering products. Once again, the supply 

alternatives available to airlines for standard flight catering products are more likely to 

constrain a price increase for those products than for premium flight catering products. 

54. As a more limited form of self-supply, airlines are able to source food products themselves 

by dealing directly with catering or food service suppliers, then have those items delivered 

to a finn that provides galley handling services to the airline. By dealing with catering firms 

themselves, airlines can save on flight catering expenditures as well as port fees.47 This 

flexibility constrains the ability to raise prices for standard catering products, since an 

increase in catering prices will induce airlines to buy only galley handling services rather 

than food products combined with galley handling, thus reducing flight caterer demand. 

Note that this option is feasible for pre-packaged foods, but is less likely to be so for 

premium flight catering products given the need for a nearby flight kitchen to prepare 

premium flight catering products. 

55. With respect to standard flight catering, there appears to be sufficient oppmtunities for 

substitution that a hypothetical monopolist over standard catering products at YVR may not 

be able to profitably raise prices by a SSNIP. That is, the demand that would switch to 

various forms of self-supply, double catering, or reduced purchases of flight catering 

generally could be sufficient to make a SSNIP unprofitable. Accordingly, standard flight 

catering at YVR is unlikely to be a relevant antitrust market. 

46 WestJet self-supplied standard flight catering products- including the sourcing, warehousing, preparation, 
and delivery of these products-at many airports across Canada until a decision to contract Optimum 
Solutions for in 2013. Murphy Statement at '1f'1f27-30. Since 
then, West Jet also outsourced all of the Galley Handling components of this market to Gate Gourmet .. 

Murphy Statement at '1f'1f33-36. 
Note that airlines can self-supply galley handling functions that require airside access, while contracting 
with catering firms to rovide re- acka ed food, as West et did with 0 timum Solutions. See Murphy 
Statement at '1f24; 

22 
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56. To support this, it is helpful to draw upon critical loss analysis. Assume that firms earn a 

• variable cost margin on standard flight catering products and services.48 Then a 5% 

SSNIP would be unprofitable with a loss of. of demand.49 One large airline choosing to 

self-supply in response to a SSNIP would provide much of that. loss in demand. For 

example.- carried- of passengers at YVR in 2016.SO As noted above, airlines 

can also reduce standard flight catering purchases in response to a price increase by 

procuring food directly and using flight caterers only for loading, delivery, and related 

services. With respect to double catering and reducing demand, Figure 2.8 in the Niels 

Report indicates that for airlines other than WestJet, 36.2% of YVR flights lasting no more 

than 200 minutes (3% hours) use either double catering or no flight catering.Si While not 

all flights can be double catered due to airplane routing, time of day, and other 

considerations, a suhstantial number can: for example,- estimates that. of its 

domestic flights out of YVR can be double catered.52 These numbers suggest that there is 

room for double catering to increase in response to a SSNIP at YVR. Altogether there 

appears to be enough opportunity for substitution between these various forms of self

supply. demand reduction, and double catering to make a SSNIP unprofitable. 

3. Market participants and VAA's position in the flight catering market 

57. As Dr. Niels states, it is uncontroversial that V AA is not a market participant in the Catering 

and Galley Handling markets at YVR.53 It is also uncontroversial that provision of flight 

catering products and services at YVR. other than by airlines themselves, requires 

authorization for airside access that can only be provided by V AA. In that sense, V AA can be 

thought of as the supplier of a significant input needed by third-party suppliers of flight 

48 As noted by Dr. Niels, the flight kitchen financial data is insufficient to separately compute variable cost 
margins for catering and galley handling. See Niels Report at '1f2.95. The variable cost margin 

49 If Mis the margin, then the formula is (Critical Loss%)= 0.05/(M + 0.05). With M =•this is 
0.05- + 0.05) = • See Michael L. Katz and Carl Shapiro, "Critical Loss Analysis: Let's Tell the Whole 
Sto "Antitrust 49 S rin 2003 at 50. 

51 Niels Report at Figure 2.8. WestJet is excluded because it used self-supply in the timeframe reflected in 
these data. 

52 

53 Niels Report at '1f2.96. 
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catering products at YVR. While V AA is a supplier of a significant input for firms providing 

flight catering services, V AA does not set the prices for flight catering products. Moreover, 

as acknowledged by Dr. Niels, 

whether V AA' s control over airside access at YVR has resulted in any substantial lessening 

of competition, and conclude that there has not been any substantial lessening of 

competition at YVR. 

58. In the end, whether or not V AA has control in the Catering and Galley Handling markets (as 

defined by the Commissioner) by virtue of its control over airside access at YVR is of no 

moment if V AA is not engaged in a practice of anticompetitive acts, and its actions have not 

substantially lessened competition. As my conclusions do not hinge on resolving this issue, 

for argument's sake, in the remainder of my report I will assume that a firm that supplies a 

significant input can substantially control a market in which it does not compete, in the 

sense required for section 79 of the Competition Act.S6 

59. With this assumption, as I have concluded that premium flight catering at YVR is a relevant 

antitrust market then V AA would be considered to have "control" over the provision of 

premium flight catering services at YVR by virtue of its control over a key input required to 

provide premium flight catering services at YVR. However, standard catering services at 

YVR appear unlikely to be a relevant antitrust market, in which case V AA would not have 

control over standard flight catering services. However, even if the Tribunal were to 

conclude that V AA' s control over airside access at YVR provides it with control over the 

provision of standard catering services at YVR (in addition to having control over the 

provision of premium flight catering services at YVR), this would not change my opinion 

that V AA' s actions are not anticompetitive acts and they have not lessened or prevented 

competition in either premium flight catering services or standard flight catering services at 

YVR. 

54 Niels Report at if'lf3.34- 37. 
55 Niels Report at if3.43. 
56 TREB atifl 79. 

24 



PUBLIC 

B. OTHER MARKETS DISCUSSED BY DR. NIELS 

60. Dr. Niels discusses two other purported relevant markets in his report. One, which is also 

identified in the Notice of Application, is the market for airside access for providers of in

flight catering. However, it is not necessary to define such a market in order to analyze 

whether control of airside access gives V AA substantial control in the downstream market 

for flight catering; no corresponding upstream relevant market was defined in TREB. 

Accordingly, I do not analyze the market for airside access. 

61. Dr. Niels also analyzes the airports marketin which YVR participates. As he states, the goal 

is to determine, "whether any such competition with other airports is sufficiently strong to 

constrain V AA with regard to its conduct in the provision of airside access at YVR."57 The 

answer to the question of whether airport competition would constrain V AA' s decisions 

about providing airside access to firms in the flight catering market depends on V AA' s 

alleged purpose in controlling Hight catering markets. I discuss V AA' s purpose extensively 

in the next section. For now, I note that, based on the Niels Report and the allegations made 

by the Commissioner in the Notice of Application, it would appear that the Commissioner is 

alleging that the purpose behind V AA' s actions was to increase the revenues collected from 

fees and rents charged to Galley Handling providers. Assuming this is the purpose behind 

VAA's actions, then as a matter of economics, competition between airports for airline 

service cannot constrain V AA' s behaviour in the flight catering market. The reason is that, if 

it is assumed that V AA' s purpose is to extract revenue from the flight catering market, V AA 

can do this while simultaneously reducing other fees paid by airlines such that airlines are 

no worse off and airport competition is unaffected. For example, suppose that V AA wanted 

to increase flight catering fees and rents by 10%, and that this increase was fully passed on 

to airlines through higher flight catering prices. Given that V AA' s flight catering revenues in 

2016 were about , this would amount to an increase o~per year. 

Meanwhile, as shown in Table 1, the terminal and landing fees paid by airlines to VAA in 

2016were . Thus a .. decrease in terminal and landing fees would fully 

compensate airlines for the hypothetical 10% increase in flight catering fees.Sa By way of 

57 Niels Report at '1[2.1 S. 
5s A decrease in terminal and landing fees orm would save airlines per 

year, more than the- per year cost of a hypothetical 10% increase in flight catering fees and rents. 
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94. I note that the Concise Statement of Economic Theory included in the V AA Response states as 

follows: 

The Authority derives no benefit from restricting competition among firms 
providing Catering and Galley Handling, if the resulting market structure is 
inefficient. On the contrary, even if one assumes that the Authority was acting as a 
sole profit-maximizing monopolist with respect to control over airside access at the 
Airport as alleged by the Commissioner, such a monopoly supplier of access to the 
Airport airside for the purpose of supplying Galley Handling would have an interest 
in ensuring the most efficient market structure for the provision of Galley Handling 
at the Airport, as that would enable such a monopolist to maximize the revenues it 

earns from complementary service providers, including Catering and Galley 
Handling service providers.ss 

95. Dr. Niels addressed this point in his report.s9 He asserts that this general result, which is 

indicated by the economics literature, only applies if the downstream market is perfectly 

competitive. However. Dr. Niels' asse1tion is wrong; the interest of an upstream firm in 

ensuring a competitive and efficient downstream market applies whether the downstream 

market is perfectly or imperfectly competitive, as is shown in the economics literature and 

as I have just demonstrated.90 

96. Although this conclusion that V AA is better off not excluding competitors follows as a 

matter of economic theory, it is useful to illustrate the analysis by using the approximate 

size of the flight catering market at YVR and the entry effect on prices discussed in the Niels 

Report. 

97. Flight catering revenues from sales to- at YVR in 2014 were approximately - ·91 With a 5% port fee, the port fee revenues received by V AA would be about 

- · leaving- in net revenues for flight catering incumbents.92 These 

pre-entry, base market revenues are shown in column 1 of Table 3. Now suppose that if 

88 VAA Response, Schedule A - Concise Statement of Economic Theory at 1f1f2. 
89 Niels Report at 1fif2.103- 2.105. 
90 See Michael L. Katz, "Vertical Contractual Relations," in Handbook of Industrial Organization, Volume I, 

(Richard Schmalensee and Robert D. Willig, eds., Elsevier Science Publishers 1989) at 6 77-89. 
91~ revenues are roughly consistent with 2014 catering revenues listed in the .. 
----as well as with , after applying V AA's 
port fee rate schedule. See ; PAMG00003_00000004 (Tab "DL_YVR"); 
PAMC00002_00000196 (Tab "2014"). In 2014, airline sales were assessed at the port fee rate of 5%. VAA 
Response at 'lf3 8. Port fee rates on . See MLHE00001_00000213 at -
234; MLHE00001_00000001 at -4. 

92 Again, only revenues from- sales subject. to the 5% port fee rate are included. 
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105. The Flight Kitchen Market Report indicates that VAA was concerned that the entry of an 

additional caterer would ' ,"which 

were still trying to recover from "major events such as 9-11 and SARS" and the adoption by 

the airline industry of a "Buy on Board format that immediately introduced competition 

from major outside food manufacturers." The Report describes V AA' s reasoning as follows: 

The Airport Authority was concerned that the addition of a further in-flight 
catering operation during this period of declining or stagnant revenue 
growth would not generate more in-flight catering business at YVR, but 
rather would only serve to further destabilize the existing Flight Kitchen 
operations. A loss of Flight Kitchen operations at YVR would not only impact 
the competitive options to YVR' s airline customers but also likely impact the 
efficiency and service levels.97 

106. I understand that, in early 2017, V AA re-examined the flight catering market to consider, in 

particular, whether the market had grown sufficiently that it would be viable to have three 

competitors. I understand that V AA employees prepared-

I am further advised that, as a 

result, V AA has conducted an RFP and has identified a third firm to supply flight catering at 

YVR 

107. In his expert report, Dr. Niels conducts an extensive analysis to determine whether, "levels 

of profitability are such that there may be room for a third competitor."98 He concludes 

that, at least under some conditions, the market should now be able to sustain three 

operators.99 In this regard, Dr. Niels' conclusions are more measured than tl10se of V AA, 

which is already proceeding on the basis that three competitors would be viable and has 

identified the company that will be authorized to begin supplying flight catering at YVR 

108. Given that the parties are in agreement that the market can now support three competitors 

going forward, there is little reason to discuss that issue any further. Nevertheless, there 

are two related questions that I have been asked to consider. First, given the information 

98 Niels Report at if3.8. 
99 Niels Report at ifif3.96-3.97. 
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corresponds to an assumption that the entrant captures a fair share of the total market by 

drawing share proportionately from each of the two incumbents. 

2. Price effects of entry 

116. The second issue concerns Dr. Niels' assumptions about price effects. He makes two 

different and seemingly inconsistent assumptions for his forward looking and backward 

looking analyses. When projecting future margins following entry, Dr. Niels applies a 

reduction in average flight catering prices of. resulting from entry, as noted above. But 

when examining but-for margins if entry had occurred in 2012 to 2016, Dr. Niels assumes 

there would have been no change in prices. Dr. Niels does not provide any explanation for 

this discrepancy, and I am not aware of any. The discrepancy in Dr. Niels' approach is all the 

more striking given the fact that, when estimating the future reduction in average flight 

catering prices, Dr. Niels uses historic data (from YVR and other airports) for the 2013-2016 

period. Since he is projecting price effects based on historic data, that price effect should 

also be applied to the but-for market for 2012-2016. By assuming no price lowering effect 

in the historic but-for market, Dr. Niels is assuming a best case scenario for EBITDA margins 

and survivability of the incumbent caterers (and a worst case scenario for customers). 

117. If there is a price effect from entry, the decrease in revenues would flow directly to the 

EBITDA margin: a . decline in prices and revenues would decrease the EBITDA margin by 

approximately .. percentage points. This can be seen in the Niels Report by comparing 

the projected average margins for the year 2016 based on the "with kitchen" static model 

(which assumes no change in prices), with the projected average margins for the year 2017 

based on the "with kitchen" dynamic model (which assumes that prices fall by. The 

projected range of average EBITDA margin for 2016 is between 

projected range of average EBITDA margin for 2017 is 

while the 

The difference 

between 2016 and 2017 margins is. percentage points, which is almost entirely 

attributed to the assumption that prices fall by. in the dynamic model, but do not fall in 

the static model. 

118. In my discussion of the but-for EBITDA margins, I will use the results of Dr. Niels' static 

analysis, which assumes no price decrease. 

10s Niels Report at Figure 3.19, Figure 3.21. The results are comparable for an entrant 
id. at Figure 3.18, Figure 3.20. 

44 



3. Costs for an entrant with no flight kitchen



122. The effect of entry on incumbent firms need not depend on whether or not the entrant 

builds its own flight kitchen, particularly if the flight kitchen would be located off-airport. 

The competitive alternative provided by the entrant is only impacted by that make-or-buy 

decision to the extent that it affects the value of the entrant's product, and value could be 

higher or lower either way- nothing in the entrant's cost structure makes it inherently 

more or less competitive depending on whether or not it builds a flight kitchen. As long as 

the focus is on the effect of entry on the profitability of the incumbent firms rather than the 

profitability of the entrant, then it is not necessary to know the difference in costs and 

EBITDA margins for an entrant with or without a flight kitchen. Consequently, I only refer 

to Dr. Niels' results based on an entrant with a flight kitchen. 

B. WAS ENTRY VIABLE IN 2014? 

123. V AA originally considered a request to authorize an additional flight caterer in early 

2014.110 The primary information available to V AA would have been the revenues received 

by incumbent suppliers, since V AA receives port fees that are directly proportional to 

revenues. I understand that V AA does not have access to the flight caterers' accounting 

data. The analysis in the Niels Report can be used to determine what conclusions V AA 

would have drawn had it known the caterers' actual 2013 profits. But it is useful to first 

look at the information that V AA unquestionably had, which is flight caterer revenues. 

124. The trends in flight caterer revenues in the decade prior to 2013 are shown in the-

Thus flight 

caterer revenues dropped and then were essentially flatfor about a decade.112 This 

stagnation in flight catering revenues occurred amidst substantial growth in traffic at YVR. 

V AA revenues, which reflects overall airport activity, 

Over the same time period, passenger 

volume at YVR increased by 9.4%, from 16.421 million to 17.972 million.114 During this 

entire period YVR had two flight caterers, after a third flight caterer, LSG Sky Chefs, had 

exited the market in 2003, following the acquisition of its primary customer, Canadian 

110 Letter from Crai Richmond (May 12, 2014), YVR00000176. 
111 

112 Given inflation, revenues were declining in real terms. 
113 

114 Id. 
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Airlines, by Air Canada and the redirection of that catering business to CLS (which was Air 

Canada's preferred caterer at the time). That shift occurred during a period of declining 

demand for in-flight meals. 

125. As of early 2014, the trends in flight caterer revenues seem consistent with VAA's 

understanding of flight caterers' difficulties in the past decade in staying profitable at YVR, 

126. Turning to profits, the EBITDA margin reported by Dr. Niels for CLS in 2013 was ... 116 

justifiability of a decision made in early 2014, then it would seem reasonable to consider 

that decision based on the information that was in existence as at that time. Accordingly, I 

have evaluated the decision that was made in 2014 based on what was known at the time, 

using data through 2013. 

127. Dr. Niels estimates that average EBITDA margins would have fallen from .. to between 

following entry by a flight caterer with a flight kitchen.us Using the 

midpoint of that range, average EBITDA margins would have fallen by about .. 

Assuming that profit margins for both incumbents would fall by that amount, and given that 

in 2013 waslllll entry would have reduced tolllll even 

assuming (as Dr. Niels does) that entry would have no impact on market prices. If entry 

drove down average market prices by 

would have 

116 Niels Report at Figure 3.2. 
111 Niels Report at if 3.25. 
11s Niels Report at Figure 3.19. 
119 Dr. Niels notes that the EBITDA margin for both Gate Gourmet and CLS 

Niels Report at if3.25. The average of the EBITDA margins as reported by Dr. Niels 
was .. Thus a would have taken the average margin to- without any 
market price decease, an any decrease in market prices following entry. This average 
post-entry margin is also the viable range identified by Dr. Niels, so an inference based on a 
longer track record of profit.ability would also indicate tha 
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123 

124 

136. 

flight catering products.123 These are airlines that I understand V AA actively seeks to 

attract. In fact, the loss of a premium flight caterer could incentivize these premium Pacific 

Rim airlines to launch future services at airports better suited to provide competitive 

premium flight catering products rather than launching service at YVR. I am advised by 

counsel that V AA considered this potential consequence of entry in 2014 when determining 

whether to allow entry by a firm providing only standard flight catering products. 

D. 

13 7. Dr. Niels notes, without providing further analysis, that "it can be inferre~ 

--However, it is m1clear on what basis Dr. Niels makes this inference. Taking 

available in 2014, successful entry by a third flight caterer would likely have endangered 

PAMC00002_00000706 at-707; 
Niels Report at 'lf3.58. 

125 Niels Report at 'lf3.61. 
126 
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prices that corresponds to the Commissioner's allegations, and show that-

I then discuss the 

indirect measures that Dr. Niels presents in his report and show that they also provide no 

evidence of a substantial lessening of competition at YVR. Finally, I discuss the evolution in 

flight caterer business models that has taken place at YVR despite restrictions on entry. 

A. COMPARING FLIGHT CATERING AND GALLEY HANDLING PRICES AT YVR TO PRICES 

AT OTHER AIRPORTS 

1. Data and methodology 

145. Dr. Niels was provided- data 

- from five suppliers.132 However, for various reasons that he describes in his report, 

in his regression analyses that compare prices following entry, he uses 

• . 133 I make use of data assembled by Dr. Niels to directly 

examine pricing across airports. 

- .134 In my analysis, I use the same dataset that Dr. Niels obtains after this preliminary 

processing. with a minor adjustment.135 These data 

.136 Analogous to Dr. Niels' 

obtain the average 

monthly price for each product. and airline pair at each airport.137 

148. I use data on all flight catering and galley handling products for all airline customers in the 

data initially processed by Dr. Niels.138 

132 Niels Report at 1f4.14. 
133 Niels Report at 1f1f4.14-24, 4.64-66. 
134 Niels Report at 1f 4.20. See also Appendix at ifA3. 
us For each airport I exclude mouths where the data are incomplete. See Appendix at if A4. 
136 Niels Report at 1f 4.64. 
137 Niels Report at if4.67. 
138 Dr. Niels constructs this dataset, but then limits his analysis to only galley handling products and

- Niels Report at if4.67, 4.76. 
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149. My baseline regression model tests for price differences between each of the other airports 

and YVR by comparing the average monthly prices of products across the airports using the 

following regression specification: 

ln(Price )acpt = «cpt + l.PaAirporta + Eacpt 

where a indexes the airport, c indexes the airline customer, p indexes the product, and t 

indexes the month. In essence, this model allows me to hold equal other explanatory factors 

that influence prices but are not related to V AA' s conduct while assessing whether prices on 

average differ across airports. 

150. The dependent variable ln(Price )acpt is the natural log of the average monthly price of 

product p at airport a for airline c in month t.139 

151. The airline-product-month fixed effects «cpt allow me to compare prices within the same 

airline, product, and month. These fixed effects account for different movements in prices 

over time that are product- and airline-specific. For example, updates to product prices for 

one airline may vary depending on the airline contract or the timing o 

152. The Airporta indicators are the variables on which I will focus my discussion. The 

coefficients p on these Airport variables show relative pricing across airports, after 

controlling for the other factors that affect prices and are not related to V AA' s conduct. 

Each Airport indicator takes the value 1 if airport a is the designated airport, and 0 

otherwise. Indicators for all airports are included except for the reference airport, YVR.Ho 

As a result, the coefficients p measure the average percentage difference in the price at a 

particular airport ) relative to the 

price at Vancouver, after controlling for the other included explanatory factors.141 A 

positive estimated coefficient indicates that on average, the airport had higher prices than 

139 The use of a logarithm transformation of prices is discussed in the Niels Report at if 4. 7 4. 
140 Since the airport variables indicate relative prices, the airport indicator variables are included for all but 

one airport (that airport is referred to as the omitted case) and measure price differences relative to the 
omitted airport. The regression results do not depend on which airport is omitted, in the sense that the 
relative prices measured by the regression model will be the same regardless of which airport is omitted. 
For general explanation for how to interpret coefficients of indicator variables, see Michael A. Bailey, Real 
Econometrics (Oxford University Press 2017) at 181-190. 

141 I use the same Kennedy correction that Dr. Niels uses to interpret estimated coefficients as percentage 
differences. See Appendix at ifA12. 
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Figure 8: Average Price Differentials at Airports Relative to YVR 

160. As shown in columns 3 and 4 of Table 4, the various weighting alternatives also indicate 

that prices at YVR prices at other airports. With weights, the 

magnitudes of the original price differentials 

other airports relative to YVR, but these estimates are also less precisely estimated (i.e., 

they have larger estimated standard errors). 

161. l also test whether there is a price differential between YVR and other airports when 

restricting the model to the galley handling- aspects of flight catering 

and run the same equally 

weighted, quantity weighted and revenue weighted model specifications using the 
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163. The tests discussed thus far use the full dataset of pricing information for the entirety of the 

2013-2016 period. The next several variations of the model test whether there were price 

differences between YVR and other airports for flight catering products and services at 

certain time periods. Specifically. I test whether there were price differences between YVR 

and other airports for flight catering products and services in the period before those other 

airports experienced additional entry by flight caterers. And I also test whether there were 

price differences between YVR and other airports in the period after the last of those 

additional entries. I define the pre-entry period in the data to be 

which precedes the first entry events by 

164. The results from these additional variations of the model are consistent with the results for 

the full time period. First, 

165. Likewise, the price comparisons during the post-entry period (i.e., in~ are plotted in 

Figure 11 and shown in Table 7. Again. 

time periods and specifications, the results therefore support the conclusion that there was 

no substantial lessening of competition by any actions taken by V AA with respect to flight 

catering at YVR. 

iso See Niels Report at if4.71, Figure 4.7. Table 8 below shows the full list of entry episodes and dates. CLS 
reveals there was also a 
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170. The observation that there is very little switching apart from entry is significant because it 

indicates that there is no real difference between the competitive dynamics between the 

incumbent finns at YVR and those at other airports. 

171. Accordingly, Dr. Niels' first study does not provide any indication as to whether V AA's 

practice led to a lessening of competition. 

2. The reduction in flight catering expenditures for jazz from switching 

172. Dr. Niels' second study is a calculation of the savings received by Jazz when it switched from 

Gate Gourmet to other flight catering suppliers at eight airports other than YVR around the 

end of 2014. Dr. Niels finds that "across the eight airports where Jazz switched providers, it 

in the year following the switch."154 However, this calculation is 

not indicative of the actual savings relative to choosing Gate Gourmet, and in any case is not 

indicative of potential savings at YVR155 

173. To explain, when Dr. Niels computes cost savings, he compares what Jazz paid to its new 

providers in 2015 with what Jazz paid to Gate Gourmet in 2014.156 But this is the wrong 

comparison. If Jazz had continued with Gate Gourmet in 2015. then it would have paid 

according to the proposed contract renewal terms offered by Gate Gourmet, 

157 The proposal and the 

emails exchanged between Gate Gourmet and Jazz indicate that Jazz would have

relative to Gate Gourmet 2014 prices, 

- had it not switched flight caterer providers. 

154 Niels Report at 'If 4.58. Dr. Niels also examines expenditures by Air Transat when it switched flight catering 
providers from Gate Gourmet to Strategic and Optimum in 2016, and finds that expenditures for flight 

aircraft type product and service mix, in their calculation. 
156 Niels Report at 'If 4.55. 
157 
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17 4. More specifically, based on exhibits in the Bishop Statement, Gate Gourmet 

175. Before comparing these numbers to Dr. Niels' calculations, it is notable that Gate Gourmet's 

, while Jazz considered Gate 

.. There simply appears to be no correlation between the competitiveness of Gate 

Gourmet pricing, as perceived by Jazz, and 

market. 
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17 6. These market assessments by Jazz are 

Dr. Niels relative to historic prices 

with the cost savings found by 

. Dr. Niels computes 

the same is true for Dr. Niels' assessment of cost 

savings across airports. Perhaps more importantly, the relationship between Dr. Niels' 

calculations at each airport and th 

177. Once again, the right question to ask is not about cost savings relative to what Jazz paid in 

2014, but cost savings relative to what Jazz would have paid in 2015 had they remained 

with Gate Gourmet. 

that Gate Gourmet was charging Jazz 

in 2014.162 Since Jazz estimated that Gate Gourmet's original proposal. which included a . 

- would produce savings o from 2014 prices, that indicates 

that Gate Gourmet's second proposal (had it been accepted by Jazz) would have produced 

savings o from the prices that Gate Gourmet charged to Jazz in 2014. 

This is- what Dr. Niels calculates as the savings from switching from Gate 

Gourmet to other providers. In other words, the savings anticipated by Jazz from remaining 

with Gate Gourmet under a newly negotiated contract- the savings calculated by Dr. 

Niels from switching. 
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178. 

, which is a primary theme 

found in the witness statements of firms that sought entry at YVR. who describe how they 

,163 As such, the actual Gate Gourmet prices in 2015 cannot be compared 

to prices in 2014 without taking into account the change in the scope of the agreement.164 

179. In summary, the documents associated with Jazz switching from Gate Gourmet to Newrest 

and Strategic atthe end of 2014 indicate that Jazz viewed Gate Gourmet's pricing

- at YVR than at- airports served by Gate Gourmet. That assessment 

of pricing at other airports sh owe 

at those airports. Therefore. the savings computed by Dr. Niels at 

other airports cannot be extrapolated to YVR. Moreover and in any event, the savings 

computed by Dr. Niels in 2015 are relative to 2014 prices, and are .. than the savings 

that Jazz thought it would have obtained by staying with Gate Gourmet 

. Accordingly, using a proper comparison to but-for pricing (i.e., pricing 

that would have been in effect if there had been no switching), there 

180. Finally, it is important to note the deficiency in this kind of indirect evidence of price effects. 

Rather than comparing pricing for the same item from the same provider at different 

airports, as I did earlier in this section, Dr. Niels is comparing pricing for the product 

offerings from one provider to the offerings of another-Gate Gourmet versus either 

Strategic or N ewrest. However. the mix of products and services offered by different 

providers will generally be different. Gate Gourmet, 

compare pricing under a 
about how pricing would have changed 
Report at '1f4.61. 
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- that Dr. Nie1s claims experienced- PO However. as I discuss below. even 

184. There are two main deficiencies in Dr. Niels' analysis. First, he does not perform a properly 

designed study that tests the impact of entry in markets where entry occurred against a 

control group where entry did not occur. (I explain the importance of a control group in 

more detail below.) Instead, he conflates entry effects in multiple markets and periods 

without a valid control sample. Second, Dr. Niels does not differentiate between entry 

episodes that reflect the competitive situation at YVR and those that do not. Specifically, 

many of the entry episodes that drive his results are ones in which 

,171 Those situations, which lack any competition between flight catering 

providers prior to entry, are not indicative of the competitive situation at YVR today where 

a new entrant would be entering a market that already has head-to-head competition 

between two incumbent suppliers. 

185. Table 8 identifies the flight caterers operating at each airport over time. The table lists only 

the flight catering firms that have airside access and do galley handling themselves. The 

table lists companies that operate nationally at multiple airports. but may omit some flight 

caterers that operate at a single airport.172 

110 Of relevance to the analysis conducted in Section IV of this report, the magnitude of the impact on VAA's 
revenues would be extremely small. Suppose, taking the midpoint of Dr. Niels' estimates for Strategic (SA) 
(Niels Report at if 4. 7 6), that YVR were to experience in galley handling prices 

customers. V AA currently derives about i t t 1 revenues from flight catering, or 
in 2016. Of total flight catering revenues for at YVR, revenues-

p ised- and revenues from- · galley handling services (Dr. Niels' sample) 
Assuming total market demand stayed constant, and assuming Niels' estimates apply 

, entry would be correlated with V AA 
ofVAA's total revenues in 2016. VAA's revenue from CLS and Gate 

!cu te based on Table 1. Revenue shares for Gate Gourmet at YVR are calculated froirm 

entered in at it was the only competitor to 
at these airports. See Table 8. 

112 For example, I understand there is a .. flight caterer, Culinair, that operates in Montreal (YUL). See 
Culiuair, http· //www culinajr ca/eng/culinajr business php (last visited Dec. 21, 2017). 
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Table 8: Entry Dates for National Flight Caterers at Canadian Airports 

186. When- entered in , it was the only 

at these airports. It would not be surprising that introducing 

at these airports could lead to lower prices being 

charged by , but this is not the right comparison for YVR where there are 

already. flight caterers at the airport and additional entry will move the airport from 

• to .. flight caterers. 

187. I adapt the regression model used by Dr. Niels to isolate the impact of each entry episode. I 

use a "differences-in-differences" technique, which is a common empirical method that 

compares a "treatment group" experiencing an entry event with a "control group" that does 

not have a new entrant but otherwise is similar to the "treatment group." As with a lab 

experiment or a clinical drug trial, the control group is used to account for any concurrent 

changes across all airports that are unrelated to the entry event. Such "differences-in-

113 There was also a 
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• When studying- entry in 

airport is. The pre-entry period begins in for 

it begins in- and ends in 

influence of- entry in . The post-entry period in each case begins in 

- and ends in 

190. With each studied entry event, the regression compares the change in prices 

resulting from entry at the affected airport to prices over time at other airports that did not 

experience entry. In this way, other airports in Canada where entry did not occur act as 

"controls" or "benchmarks." One way to conceptualize the difference-in-differences analysis 

is to think of the data as being divided into the following four groups, using the _ 

entry example (Figure 12). 

Treatment 
Group:. 

Control 

A. 

c. 

Figure 12: Differences-In-Differences - Entry) 

Before Entry Date After Entry Date 

B. 

D. 

191. The comparison is between prices across airports and over time. To the extent that the 

entry of- lowers prices at. then I should find lower prices at. relative to the 

prices at after- enters at. when compared against the 

corresponding difference in prices between. and those at prior to 

- entry. This corresponds to the comparison between (A-C) and (B-D) in Figure 12. 

192. A difference-in-differences regression model does not require prices to be identical across 

airports prior to entry. To the extent that differences in prices exist across airports prior to 

entry. the regression measures if these differences in relative prices change after entry 

11a I examined if estimated entry effects are sensitive to th 
are not materially different from what are reported here 
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occurs. If, for example, prices at. were lower than a 

entered, and if prices at. remain lower in similar proportion to those at 

• after- enters, then the regression will attribute no change in prices at. to 

- entry. The regression specification is provided below. 

ln(Price)acpt = aacp +Pt+ rat+

+ - x 

where a indexes airport c indexes Airlines, p indexes product, and t indexes month. 

The description of variables and some coefficients are given below: 

• The dependent variable ln(Price )acpt is the average monthly price of product p at 

airport a for airline c in month t, in natural logarithm. 

• The fixed effects aacp caphtres inherent difference across airport, airline an, and 

product combinations. The time fixed effects Pt caphtre flexible time trends, tl1at are 

common across airports, airlines and products. The terms y0 t are airport specific linear 

time trends. 

• • is an indicator fo 

• and 0 otherwise.179 

which takes the value 1 if airport a is 

• )tis an indicator for the period between 

- which takes the value 1 if month tis between tl1is period (inclusive), and 0 

otherwise. 

• Tenn YYZa x t takes value 1 if airport a is. and month t 

falls in the period between The coefficient of 

this term 93 measures the effect of interest, a change in prices in the airport where the 

entry occurred relative to the change in prices in the control airports. 

• Ea.cpt is an error term that is the error term which embodies all determinants of monthly 

price of product p for airline cat airport a at time t that are not otherwise accounted for 

in the regression model. 

193. I use the same dataset that Dr. Niels used in his analysis of the entry effect and that I use in 

Section VI.A with the further restrictions discussed above. Details of the coefficient 

179 This term is not separately identified from airport-airline- product fixed effects (aacp). 
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estimates for each regression are provided in Tables A3 and A4 in the Appendix. Table 9 

shows the estimated entry effect for each studied event when the sample includ~. 

Column 1 reports the estimates when all observations are equally weighted, columns 2 and 

3 report the estimates when each observation is weighted by average quantity and average 

revenue, respectively. 

194. The. airports that- entered in had previously had-

competition between flight catering providers. Following entry, the results in column 1 of 

Table 9 suggest that prices in the. airports but were only 

statistically significant at the. level. When quantity weights are applied, the .. effect 

is not statistically significant, as shown in column 2. When revenue weights are applied, the 

estimated price effect of entry i- which is even- than what l found in column 

; taking a simple average 

of the point estimate of the entry effect across the three models shown in Table 9, suggests 

-
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C. THERE IS NO SUBSTANTIAL LOSS OF INNOVATION AT YVR 

202. The Commissioner's Notice of Application states that "enhanced innovation and/or more 

efficient business models" were stifled by V AA' s decision to restrict entry in 2014.183 The 

type of innovation offered by the prospective flight catering entrants at YVR is most 

apparent in Strategic' s proposal to V AA 

20 3. The Strategic business model is different from Gate Gourmet and CLS because outsources all 

catering functions, and focuses on supplying galley handling service.1as In order to provide 

standard flight catering. Strategic partners with a third party or an airline's self-supply 

network to offer any catering services. 

204. However, this does not appear to be innovative - at least not 

Brackets added."). 
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205. Although Gate Gourmet is equipped to offer premium flight catering, many airlines choose 

not to provide premium flight catering to their customers and instead only provide 

standard flight catering by procuring frozen meals and buy on board meals, and having 

them delivered to Gate Gourmet for galley handling. For instance, 

despite having the capacity to provide the full range of flight 

catering products and services. To the extent that this can be said to be "innovative," it was 

already occurring at YVR 

20 6. Accordingly, I do not see any evidence indicating that there has been any loss of innovation 

at YVR as a result of the decision made by V AA to refuse entry to a third flight caterer. 

207. Moreover, the value of any innovation introduced by a new entrant needs to be weighed 

against the potential disruption costs from entry, including the loss of current dimensions of 

competition, as discussed in the previous section. Strategic highlighted 

VII. CONCLUSIONS 

208. My analysis has focused on three questions: 

189 Niels Report at Table 4.2. 
190 
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APPENDIX: ADDITIONAL DETAILS ON REGRESSION ANALYSES 

Al. This appendix provides additional details on the data used and the results of a number of 

sensitivity tests for the regression analyses reported in Sections VI.A and VI.B. 

A. DATA DESCRIPTION 

A2. As described in Section VI, I use the - data o- that Dr. Niels processed and 

used in his analysis. As described in Dr. Niels' report, 

A3. Dr. Niels processed the raw data as follows.193 

191 Niels Report at 1f 4.18. 
192 

Niels Report at Table 4.1. 
193 Niels Report at 1f1f 4.14-26, 1f 4 .64-71. Some procedures are not reported in.the Niels Report but are 

identified in Dr. Niels' programming code. 
194 Niels Report at n.117. 
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.. 
AS. In Section Vl.B, I exclude observations occurring in the same month as the flight caterer's entry 

in order to ensure that the "post-entry" and "pre-entry" months of data do not include any 

months where entry occurred part-way through the month. Dr. Niels does not make this 

adjustment. 

.. 
A7. Dr. Niels further restricts his analysis to "galley handling" products by selecting observations 

In my regression analyses in Section VI.A, I 

include analyses that use data for all types of products, and I separately undertake analyses 

limited to galley handling products only 

AB. My complete dataset with all airlines and all types of products includes- unique products 

and covers. airline customers. Out 0£11 airline customer codes, 

195 Niels Report at 'lf'lf4.75-76. 
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C. ADDITIONAL SENSITIVITY CHECKS FOR SECTION VI.A 

A13. This subsection provides the results of a number of sensitivity tests on the main regression 

analysis reported in Section VI.A. In the main regression specification in Section VI.A, I 

compared prices across airports for all flight catering and galley handing products and for all 

airline customers. I found prices at YVR were not higher than prices at other airports. 

A14. In the additional sensitivity checks, first, I restrict the data sample to only 

while continuing to include all products. The- regression results are reported in 

Table A1 below. Column 1 reports estimates of the baseline model. Estimates of the main 

specification, which includes the cost and demand controls, are reported in columns 2, 3, and 4. 

Column 2 reports the results with each observation equally weighted and shows that, for small 

YVR, while 

Columns 3 and 4 report the small airline results weighting 

observations by either quantity or revenue, respectively. When any weighting is applied ... 

I the airports have statistically significant .. prices than those at YVR for small airlines. 

Indeed, when revenue weights are applied, the prices are 

those at YVR for small airlines. 

A15. Second, I limit the sample to galley handling products for . The results are 

reported in Table A2 below. As before, column 2 reports estimates using observations that are 

equally weighted, with cost and demand controls included, while columns 3 and 4 report the 

results when using quantity or revenue weights, respectively. The results show that prices for 

galley handling products sold at YVR compared 

to prices at other airports. The coefficients reported in Table A2 for- indicators are 

•• 

93 







A16. As additional robustness tests of the results in Section VI.A, I include separate, airport

specific time trend variables and product-airline pair fixed effect variables in the regression 

specification instead of airline-product-month fixed effect variables. I also re-estimate the 

regressions while clustering the standard errors at the product-airline level, which is wider 

than the clustering reported for the base and main specifications. None of these sensitivity 

checks yield materially different results from those reported in Section VI.A using the main 

regression specification. I continue to find the prices in YVR were-

between 2013 and 2016. 

D. ADDITIONAL SENSITIVITY CHECKS FOR SECTION Vl.B 

A17. This subsection presents details of the coefficient estimates for the regression analyses 

summarized in Tables 9 and 10 reported in Section VI.B as well as results from additional 

sensitivity checks of the main results. Section VLB provided the results based on using a sample 

similar to that used by Dr. Niels, which is limited to but which includes 

- · Here, I also provide results when the sample is limited to galley handling products 

for only. 

A18. Tables A3, A4, and AS provide the full set of coefficient estimates for the regressions that 

. In each table, columns 1 to 3 report the 

estimates of the specification that does not include cost and demand controls, with observations 

either equally weighted (column 1), weighted by quantity (column 2), or weighted by revenue 

(column 3). Columns 4 to 6 report the results of the specification when cost and demand 

controls are included. with observations either equally weighted (column 4 ), quantity weighted 

(column 5), or revenue weighted (column 6). Note that the summary of results reported in 

Table 9 of Section Vl.B provide the percentage differences in prices after applying the Kennedy 

adjustment to the coefficient estimates found in columns 1to3 of Tables A3, A4, and AS. 

Al 9. The "Entry Effect" variable reported in TablesA3, A4, and AS below corresponds to the 

estimated coefficient on the variable identified as inthe 

regression specification. As noted above, the values reported in Table 9 in Section VI.B are 

calculated by applying the Kennedy adjustment to the estimated regression coefficients. 
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A20. Table A3 below reports the results using the sample that includes galley handling products 

of all airlines, testing whether led to 

- for galley handling products. The results show that moving from 

-A21. Table A4 below provides the results for 

demand and cost controls. Table AS below reports the estimates of the effect o-

including the demand and cost controls and under any form of weighting. As such, there is no 

A22. Tables A6, A7. and AB below report the coefficient results when the sample of .. 

- The coefficient estimates presented in Tables A6. A 7, and AB use the same reporting 

structure as the previous tables. Note that Table 10 in Section VI.B reports the percentage price 

effects after applying the Kennedy adjustments to the coefficient estimates in columns 1 to 3 of 

Tables A6. A7, and AB. 
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A23. Table A6 below provides the coefficient estimates of the effect on 

for galley handling products following 

seen in columns 2 and 5, the entry effect coefficients are 

A24. Table A7 below reports the coefficient estimates of the effect on 

for galley handling products following 

handling products following 

The estimated entry effects are 

demand and cost controls.209 

, with or without including the 

A25. In an additional sensitivity check. I re-estimate the regressions testing for the effects from 

these individual entry events excluding the full month before and full month after the month of 

entry. I do this in case changed in anticipation of the expected entry or 

its price changes occurred with delay. Making this change has no effect on my conclusions, as 

the results of the regressions remain qualitatively the same as those reported herein. 

A26. In a final sensitivity check. I test whether the regression results change if I alter the sample 

period used in the regressions testing for the effects of entry at YYZ. I do this because there are 

two entry events at YY'l: (i) Newrest enters in February 2015; and (ii) Strategic enters in 

March-April 2016. The Tables AS and A8 

209 The estimate in column (3) is marginally significant at the 10% level after applying the Kennedy 
adjustment, as shown in Table 10. 
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