ANALYSIS OF SUBMISSIONS OS

REVIEW IMPLEMENTATION OF 

APEC ASG’S RECOMMENDATION 6 - CHARTER SERVICES

FOR MORE COMPETITIVE AIR SERVICES

Coordinating Economies: Brunei Darussalam and Thailand

BACKGROUND

In 1995 the APEC Transportation Ministers directed the establishment of the APEC Air Services Group (ASG) to examine the matter of more competitive air services with fair and equitable opportunity for all member economies in the APEC region. In 1995 the ASG identified eight options for achieving more competitive air services. The eight options included Option 6 – Charter Services. The eight options were endorsed by the APEC Transportation Ministers at the 2nd APEC Transportation Ministerial Meeting in Victoria, Canada in June 1997.

Two ASG Meetings held in Singapore in 1997 and 1998 analysed and prioritised the eight options. The 13th Transportation Working Group Meeting in Mexico City in April 1998 endorsed the ASG's report and requested member economies to provide voluntary reports on the implementation of the eight recommendations on a voluntary basis. 

On the charter services, the ASG recommended that APEC economies allow and facilitate the operation of both passenger and freight ad hoc charter services which supplement or complement scheduled services, having regard to the principle of reciprocity, as appropriate. The recommendation on charter services was categorised as medium priority.

The APEC Economic Leaders, during the APEC Summit held in Auckland, New Zealand in September 1999, issued a declaration endorsing the APEC Business Advisory Council's recommendations regarding air services and instructed Ministers to take these into account during their work in 2000. 

In their Declaration, the APEC Leaders stated: “We support implementation of the eight steps for more competitive air services, and the identification of further steps to liberalise air services in accordance with the Bogor Goals. Tourism and air services have a large contribution to make to development and community in the region.”

In response to the Leaders’ Declaration, the APEC Transportation Working Group, at its 16th Meeting held in Hong Kong, China in November 1999, undertook to identify the extent to which implementation of the eight recommendations had been achieved and to determine further steps for liberalisation. Australia conducted a survey on the extent to which APEC economies have implemented the eight recommendations for more competitive air services. Responses to the questionnaire indicate that there is overwhelming acceptance of charter operations for both passenger and freight services. However the majority of respondents see charters as supplementing or complementing scheduled services, rather than competing with them.

The 17th meeting of the APEC Transportation Working Group held in Singapore on 27-31 April 2000 agreed to review implementation of each of the eight recommendations for more competitive air services, taking account of the benefits and difficulties of implementation; and Pursue further steps to liberalise air services on a voluntary basis, one option raised for consideration being the exploration of plurilateral arrangements by like-minded APEC economies, and another being the widening of the eight recommendations for more competitive air services.

With respect to the review of the eight recommendations, each economy be invited to make a submission to the coordinating economy for each recommendation which includes, but is not limited to, the following:

the experience of each economy in implementing each recommendation;

benefits and difficulties of the implementation of the eight recommendations;

identification of further steps to liberalise air services, including factors which have emerged from the “think pieces’ prepared by some economies and distributed at TPT-WG 17; and

development of additional “think pieces”.

Brunei Darussalam and Thailand were nominated as coordinating economies for Recommendation 6 – Charter Services. In order to facilitate that work, questionnaire was sent to all APEC Economies. The questionnaire and summary of the responses is at Attachment A.

Sixteen economies namely Australia, Brunei Darussalam, Canada, Chile, China, Hong Kong, Indonesia, Japan, Korea, Mexico, New Zealand, Singapore, Chinese Taipei, Thailand, United States and Viet Nam responded to the Questionnaire. Copies of the responses are attached as Annex B.

THE FINDINGS

The Experience of each Economy in Implementing the Recommendation.

Ten economies indicated that they have fully implemented recommendation 6 – Charter Services. These economies have made provisions in air services arrangements for international charter services for passengers and /or cargo on a reciprocal basis. 

While four others have made such provisions on case by case basis. For these four economies, the practice has been not to enshrine reciprocal rights in bilateral air services agreements with the exception of with certain economy/ies. Some bilateral agreements have been reviewed to include a provision to facilitate charter operations, in a reciprocal fashion.

In one case, both parties to the agreement have agreed to take a liberal attitude to charter services. In open skies arrangements, passenger and/or freight charters are not distinguished from scheduled passenger and/or freight services. Open skies arrangements permit designated airlines to provide charter passenger and/or freight services with unrestricted routes, capacity, fifth freedom traffic rights at intermediate points and beyond points, aircraft type and designation of airlines.

Where there is agreement in place, responses to the questionnaire indicate that respondents were more inclined to liberalise capacity, route rights and aircraft type than 5th and 7th freedom traffic rights. Similarly for ad-hoc passenger and/or cargo charter services, responses to the questionnaire indicate that respondents were more inclined to liberalise capacity, route rights, number of operators, aircraft type and program of charters than 5th and 7th freedom traffic rights.

For a number of respondents, third and fourth freedom charter services are normally approved, so long as they complement and supplement scheduled services. Charter services are also encouraged on undeveloped routes not served by scheduled services.

Benefits of the Implementation of Recommendation 6

Implementation of Recommendation 6 offers various benefits for the economy and its trading partners, including, but not limited to: provide an avenue for attracting services that would not otherwise operate under bilateral arrangements; Competitive operation of international charter services; provide additional carriage of passengers and freight to meet seasonal or temporary needs; Enhanced options for origin travellers; increased travel by foreign tourists; flexible ways to offer air services when needed; provide trade and tourism opportunities; enjoy low fare and convenient services; enhance overall trade (including manufacturing and export businesses) and tourism (including airlines, hotels, and other tourism infrastructure).

Who benefit from the implementation of the recommendation?

The implementation of the recommendation benefits the economy at large which includes inbound and outbound tourist industry and its consumers, manufacturing companies, charter operators, travel agencies, travelling public and airlines’ and travel agents, ground handling agents, airport companies, freight forwarders, shippers, importers and exporters.

Difficulties Encountered in Implementing the Recommendation

A number of respondents indicated that they have not encountered any major difficulties. However, unlike bilateral services, charter services still require two separate sets of unilateral approvals.

Difficulty arises if the legislation of the other country is more restrictive. Bilateral partners may not be ready to incorporate provisions for charter services into the air services agreements. In certain cases, liberalising charter services might impede the establishment of scheduled air services based on bilateral air services arrangements.

Identification of any Further Steps that are Required to Liberalise Charter Services

Respondents identified following further steps to liberalise charter services: Encouraging economies to liberalise charter services regulation bilaterally, and regionally within APEC; Seek to include non-scheduled services in the GATS; continue to review advances and difficulties in the implementation of the recommendations, in shorter period of time; the liberalisation of traffic rights for both charter and scheduled services; Encourage APEC economies to allow for charter services on sectors that are currently no/insufficiently served by scheduled services. 

Development of Additional ‘Think Pieces’ to Liberalise Charter Services.

One economy provided a think piece to liberalise charter services. Three approaches were proposed namely: bilaterally between APEC economies by revising air services arrangement; among like-minded economies by establishing a multilateral-arrangement; and, APEC wide through plurilateral. For APEC-wide implementation, the proposal illustrated progressive-liberalisation in three phases.

Action to be Taken for the Implementation of the Recommendation

Ten economies indicated they have already implemented the recommendation. Two economies expressed that they have effectively implemented Recommendation 6 and no further action is currently considered. While one economy plans to relax on frequencies limit and accept one-way charter services. A few economies will reassess their laws and regulations. 

One economy will consider granting traffic rights for a charter carrier at intermediate and beyond points if these same rights are made available to its carrier. 

Two economies indicated that they will continue to give favourable consideration to applications for ad-hoc charter services, when sectors are not / insufficiently served.

APEC-Wide Implementation of the Recommendation

Six economies were of the view that the recommendation be implemented APEC-wide immediately while two economies were of the view that the recommendation be implemented in the next two years. One economy encouraged implementation as soon as possible but up to individual economies to implement.  One economy views that the recommendation be implemented between 5 to 10 years while another economy views that the recommendation be implemented after 10 years.

Cooperation with other Multilateral Fora or Regional Associations on Liberalising Charter Services.

Majority of respondents was of the view that APEC should cooperate with other multilateral fora or regional associations. There was also a view that APEC: should liase with ICAO; share ideas with GATS; and cooperate with OECDS. One economy was of the view that APEC first find an effective unique approach to liberalize charters operated between APEC economies. Two economies were of the view that there is no need for APEC to cooperate with other multilateral fora or regional associations.
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