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NEW METHODOLOGY SURVEY

Background 

In September 2005 at the TPT-WG26 in Vladivostok, Russia, the Air Services Group

adopted a New Methodology survey to obtain information on progress of the liberalisation of air services arrangements of APEC economies; and decided that New Methodology survey inputs would be discussed at the TPT-WG27 in Ha Noi, Viet Nam, from 22-25 May 2006, 
· with outcomes to be analysed for TPT-WG28 in September 2006 in Vancouver, Canada. 
Progress on the survey would be subsequently reported for the 5th APEC Transportation Ministerial meeting to be held in Adelaide, from 28-30 March 2007.

The New Methodology Survey contains 6 components:

1. a matrix of economies’ liberal arrangements with their APEC partners;

2. a summary of current international air transport policy;

3. voluntary policy statements (if available);

4. experiences and concerns on liberalisation;

5. new issues in liberalisation;  and

6. a summary of liberalisation progress from 1995-2005.

Component 1 (matrix) is aimed at providing more detailed information on the nature of aviation arrangements responding economies have with their bilateral aviation partners in APEC.  Using headings suggested by the Eight Options
 for Liberalisation, economies were asked to provide mainly Yes or No responses on whether their air services arrangements with specific countries contain particular types of provisions.  

Survey Outcomes

The responses provide an indication of the extent of liberalisation achieved within APEC.  Because of the unavailability of an earlier set of comparable information and the fact that not all member economies have responded, it is difficult to identify trends at this stage.  
Over time and subsequent surveys the matrix will provide a picture of progress on liberalisation of air services in the APEC region as economies move towards the more liberal provisions that can be included in air services agreements.  
Fourteen economies have responded to Component 1 (Matrix):  Australia, Canada, China, Japan, Hong Kong China, New Zealand, Peru, the Philippines, Russia, Singapore, Chinese Taipei, Thailand, the USA and Vietnam.  A summary of the respondent economies’ arrangements against the Eight Options for Liberalisation is at Attachment 1.

Components 2-6 will be essential for analysis of survey outcomes and information sharing.  Six economies have provided information for Components 2-6 and three economies have provided information on policy updates and liberalisation experiences (Attachment 2).

Following their preliminary reports, economies are asked to provide a yearly update on the 6 components of the New Methodology survey.

Recommendation that:

· the Air Services sub-group note preliminary indications of the current survey to date (Attachment 1);

· those economies that have not provided details be encouraged to do so;

· economies provide an annual update for the current survey; and 

· China with Australia analyse survey outcomes for the next TPT-WG28 from 5-8 September 2006 in Vancouver, Canada.
Attachment 1
Eight Options for Liberalisation of Air Services

Option 1 – Air Carrier Ownership and Control

“that APEC economies give consideration to relaxing the ownership and control requirements when considering designation made by partners under bilateral air services arrangements on a case-by-case basis.  The ICAO Air Transportation Regulation panel’s formulation could be used as a guide/option.”

· Medium priority for implementation.

Survey Outcomes

The survey indicates that substantial ownership and effective control is still the most common requirement for designation even though some economies are moving to include principal place of business as an additional option in their designation provisions.  Relatively few economies have moved to principal place of business as a sole means of designation. 

Option 2 – Tariffs

“that APEC Economies support the removal or progressive easing off tariff regulations through the bilateral air services arrangements where this promotes competitive pricing to the benefit of consumers.  A double disapproval regime could be considered.  Consideration could also be given to the elimination of formal filing requirements.  Where filing is required, electronic filing could be considered.” 

· Medium priority for implementation.

Survey Outcomes

Double approval, usually considered one of the least liberal tariff provisions, remains the most common regime for tariff approval.  However, a number of economies are now liberalising their approach to tariffs by easing formal filing requirements.  A significant number now have provisions that do not require approval of tariffs.  
Overall, most respondents recognise the value of a liberal approach to tariff approval.  The submissions also show a willingness to move towards the acceptance of electronic filing of tariffs.

Option 3 – Doing Business Matters

“that APEC economies work towards removing impediments to “doing business” matters whether under bilateral agreements or in domestic laws and by-laws, using as guidance the model clauses developed by the ICAO Air transport regulation Panel, or through other means”.

· High priority for implementation.

Survey Outcomes

Ground – handling:  The survey indicates the responding APEC economies are moving to a liberal approach to ground handling with the most common treaty provisions reported permitting competition either between domestic providers or allowing airlines to perform their own ground-handling.  
There are also significant numbers of economies that allow foreign designated airlines to offer ground-handling services.

Option 4 – Air Freight

“that APEC economies progressively remove restrictions in the operations of air freight services while ensuring that fair and equitable opportunity for the economies involved.  One means of doing so would be to include, where appropriate, provisions for additional flexibility and capacity for air freight services in air services arrangements between APEC economies.

· Medium priority for implementation.

Survey Outcomes

Responding economies have indicated a growing trend towards liberalising air freight operations. While most still report some restrictions in many of their agreements, a significant number have indicated they have open freight arrangements with their partners in APEC.  

Option 5 – Multiple designation

“noting that the growth in the number of airlines providing services within the region adds to competition and provides greater choice for consumers, it is recommended that APEC economies include, as appropriate, multiple airline designation in their bilateral air services agreements”.

· High priority for implementation.

Survey Outcomes

The survey results show that for most responding economies liberal, multiple designation provisions in the air services agreements are the most common.  Less liberal dual designation and single designation provisions are clearly becoming less favoured by APEC member economies and can be expected to decline in numbers as treaties are re-negotiated and amended over time.

Option 6 – Charter Services 

“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.

· Medium priority for implementation.

Survey Outcomes

Responding economies continue to allow chater services for both passenger and freight although there is a greater tendency for these to be considered on a case by case basis. The majority of respondents continue to accept charter services where they supplemented or complemented scheduled services rather than competing with them.

Option 7 – Airlines Cooperative Arrangements

“that APEC economies facilitate cooperative arrangements such as code-sharing including third-country code-share and code-share over domestic sectors, joint operations and block space arrangements, where it can be shown to be of benefit to consumers and airline (s), and where there are not anti-competitive effects, and where fair and equitable opportunity for the economies involved can be ensured.”

· High priority for implementation.

Survey Outcomes

The survey responses reflect indications by APEC economies in the 2000 ASG survey that they intended to include co-operative arrangements in bilateral agreements where they were absent, and to extend their scope where provisions already existed, were accurate.   Nearly all respondents indicated their bilateral arrangements included code sharing of one form or another, with a clear indication that third country code sharing and behind gateway domestic code sharing are becoming very common.

Option 8 – Market Access

“that APEC economies take and approach to progressively achieve more liberalised market access under their bilateral air services arrangements, while ensuring fair and equitable opportunity for the economies involved”.

· Medium priority for implementation.

Survey Outcomes

Routes:  While most respondents reported experience with open route schedules for both passenger and air freight services, most indicated they still have agreements where there are some route restrictions in place.

Capacity:  The survey results indicate that nearly all responding economies have negotiated open 3rd/4th capacity with one or more APEC member economies.  However, pre-determined capacity arrangements continue to be represented in air services agreements.

Traffic rights:  While some economies have reported the removal of all restrictions on 5th freedom operations in their agreements with other APEC economies, most reported that some restrictions remained in most of their agreements.  Only a few reported 7th freedom arrangements and these were predominantly for dedicated air freight operations.  Most do not have consecutive or stand-alone cabotage arrangements with their bilateral partners in APEC.

 Attachment 2 – Summary of Inputs to Components 2 – 6 
AUSTRALIA
Component 2/ Summary of current international air transport policy

In February 2006, the Australian Government announced the results of its review of  international air services policy – the first review since the previous policy came into effect in 1999.    

The Government announced the following as policy objectives:

· recognise ‘open skies’ as an aspirational goal to be sought on a case-by-case basis, where it is in the national interest;

· negotiate capacity for air services ahead of demand, to allow airlines to make decisions and provide for competition and growth;

· maintain and expand access to a range of aviation hubs;

· recognise the contribution an Australian-based airline industry makes to the economy

· encourage major foreign carriers to commit to a long-term presence in Australia;

· address Australia’s trade and economic interests;

· continue to attract more services to the regions and smaller states by offering unlimited access for airlines to all airports other than the four gateways of Sydney, Melbourne, Brisbane and Perth;

· grow the air freight market by seeking unlimited access for freight aircraft from Australian markets to and beyond the markets; and

· continue to reform the bilateral air services system by:

· seeking to designate airlines through their principal place of business, rather than through ownership criteria; and

· continuing to seek liberalisation through multilateral forums such as the International Civil Aviation Organisation (ICAO) and World Trade Organisation (WTO).

Component 3/ Voluntary statements

The international air services policy statement, announced by the Australian Minister for Transport and Regional Services, the Hon Warren Truss MP, on 21 February 2006, is available at: 
http://www.ministers.dotars.gov.au/wtr/releases/2006/February/018WT_2006.htm
Component 4/ Experiences and concerns on liberalization

Australia does not view the negotiations of bilateral air services agreements as a reciprocal exchange of rights.  Negotiations should take account of the individual needs of countries to exchange a package of measures including beyond and intermediate rights.  The allocation of beyond rights should take account of the relative ability of countries to act as major aviation hubs. 

Component 5/ New issues in liberalization
Australia pursues the inclusion of open capacity and fifth freedom rights for freight only services; open capacity from regional airports; and multimodal rights.

Component 6/ Summary of liberalisation from 1995-2006

Australia negotiated three new bilateral air services arrangements with APEC members since 1995 resulting in 19 air services arrangements in total. 
Following the Australian Government’s decision to encourage the development of air freight market as a market in its own, the Government has included dedicated air freight arrangements with open capacity entitlements in 26 air services arrangements, 8 of which with APEC countries, where Australian bilateral partners were willing. 

In 1999, the Australian Governments adopted a negotiating strategy aiming to achieve a more liberal means of designating international airlines which does not rely on ownership restrictions, but rather bases designation on place of incorporation, principal place of business or other evidence of commitment to providing air services from the territory of the other country. Since then, the Government has negotiated amendments to 18 Australia’s bilateral arrangements, including arrangements with 5 APEC countries.
To further liberalise access to regional Australia, the Australian Government offers its negotiating partners a ‘regional package’ which allows unlimited access for international airlines to use international airports other than Sydney, Melbourne, Brisbane and Perth. Air services arrangements with 22 countries include the regional package or equivalent arrangements, including arrangements with 9 APEC counties.

CANADA
Canada currently has bilateral air liberalization arrangements in the form of Agreements, MOUs, etc. with 18 of the 21 APEC members.

Component 2/ Summary of current international air transport policy

Major policy announcements by the Government of Canada concerning publicly available international air services have been made, in 1994 addressing the operating plans of Canada’s air carriers while at the same time taking into account the air services interests of Canada’s communities and airports, in 1995 regarding the participation of Canadian air carriers in scheduled international passenger air services markets, in 1998 regarding the greater participation of Canadian air carriers in the operation of scheduled international all-cargo air services, and in 2002 further liberalizing the rules for Canadian air carrier participation in the operation of scheduled international passenger air services. 

In 1998, Canada also significantly liberalized its rules affecting Canadian and foreign air carriers operating chartered international all-cargo air services and, similarly in 2000 for chartered international passenger air services.

In 2003, the government established that the country’s overall transportation interests would best be met by continuing to liberalize its bilateral air transport agreements gradually, using the 1995 Canada-United States agreement as a guide where it is in Canada’s interest to do so. 

Overall, Canada supports the gradual and progressive liberalization of the economic rules governing international air services particularly where markets are large and mature and there are good prospects for new air services and other benefits to Canada.  The bilateral approach to air services agreements currently represents the preferred mechanism for realizing Canada’s objectives.

Component 3/ Voluntary policy statements

No statements provided.

Component 4/Experiences and concerns on liberalization

Bilateralism has allowed both bilateral partners to tailor agreements to meet the needs of their respective countries.  Although Canada prefers bilateralism for air services agreements, it also participates in forums such as APEC and the World Trade Organization.  Canada is not a signatory to the Multilateral Agreement on the Liberalization of International Air Transportation.  

In the context of our air services arrangements with APEC members, Canada takes a more liberalized approach than some of its partners while some of our partners take a more liberalized approach than Canada.  Given the very large size and unique nature of the Canada-U.S. air transport market, Canada treats it distinctly from other international markets.  In 1995, Canada concluded an air transport agreement with the U.S. that allows for unrestricted 3rd and 4th freedom services1.  In a situation where significant liberalization is warranted, Canada is prepared to negotiate a similar type of air transport agreement (i.e. one that allows for unrestricted 3rd and 4th freedom services).  Other APEC economies have generally been willing to consider with Canada new exchanges of air services rights when the demand of bilateral traffic exceeds or is close to exceeding supply and where there are plans by the bilateral partner airlines to introduce new services.

Component 5/ New issues in liberalization
There has recently been extensive consultation regarding Canada’s existing international air transportation policy provisions and practices with a view to determining the extent of further liberalization that may be warranted.  Not only is Canada’s approach to negotiating bilateral air services agreements being examined but comments have been made regarding matters such as air carrier ownership and control, rights of establishment and cabotage and level playing field.  In view of the federal election in Canada there is currently no set timetable for concluding a formal policy review.

Component 6/ Summary of liberalization progress from 1995-2005

Details are as indicated above in Component 1.  Notably, Canada negotiated and agreed to four new bilateral air services arrangements with APEC members since 1995.  While 14 of Canada’s bilateral air services arrangements with APEC members were initially negotiated prior to 1995, overall further expansion efforts have been negotiated and agreed to during the 1995-2005 for 17 of Canada’s 18 air services arrangements with APEC members.

Hong Kong
Current International Air Transport Policy and Summary of Liberalisation Progress from 1995-2005

The provision of scheduled air services has continued to be regulated by a network of bilateral air services agreements and arrangements between Hong Kong and its aviation partners.  

To provide air services (to and from Hong Kong) as a designated Hong Kong airline, an airline must be incorporated and has its principal place of business in Hong Kong, in accordance with the relevant requirements under the Basic Law (i.e. the Constitution) of Hong Kong.  The Hong Kong Government does not hold any shares of the designated airlines and no airlines receive any subsidies or other types of government assistance.

The Hong Kong International Airport (HKIA) provides ample opportunities for private sector participation in the provision of airport support services such as air cargo, aircraft catering, aviation fuel supply system, aircraft maintenance and aircraft ramp handling.  These services are provided by private companies that have obtained franchises from the Hong Kong Airport Authority (AA), a statutory body that operates and maintains the HKIA.  There are now over 20 franchisees providing support services at the HKIA.  The AA periodically assesses the demand for services, and if necessary introduces additional operators.  The AA periodically assesses the demand for services, and if necessary introduces additional operators.  Subject to operational considerations such as space and efficiency, airlines may also apply for permission to provide such services themselves.  Applications are considered under objective and non-discriminatory criteria.

The Hong Kong Government has been proactively liberalising traffic arrangements with its aviation partners.  As at end 2005, Hong Kong had signed Air Services Agreements or have air services arrangements with 17 APEC economies, and is actively pursuing the Air Services Agreements with the remaining 3 APEC economies.  Hong Kong proactively seeks to remove restrictions on 3rd/4th freedom between Hong Kong and APEC partners and exchange 5th freedom rights on a mutually beneficial and reciprocal basis.
PERU 
LIBERALIZATION OF INTERNATIONAL AIR TRANSPORTATION 

Component 2: Current international air transportation policy 

The Ministry of Transportation and Communications of Peru is responsible for implementing air transportation policies and negotiating a series of international agreements and conventions on the subject.   

One of the most important elements of the Peruvian Foreign Policy is the consolidation of the political and economic role to be played by our country in the central South American scenario. Accordingly, the recognition and establishment of Peru as a hub is to be considered a priority.

The Peruvian Aviation Policy is aimed at the continued negotiation and execution of reciprocal and mutually beneficial commercial air agreements. In this sense, based on the abovementioned air policies, air transport bilateral agreements have been made with the member economies of Thailand, Canada, Mexico, the United States and the People’s Republic of China. The “Open Skies” Bilateral Agreement was only signed with the United States of America whereas other multilateral agreements, with the members of the Andean Community.  

Component 3: Voluntary policy statements  - Not available.

Component 4: Experiences and concerns on liberalization 

In 1991, the Andean Commission, in which Peru takes part, adopted Decision 297, “Air Transport Integration within the Andean subregion”, which established an “open skies” air transport policy on a sub-regional basis. In relation to scheduled passenger and cargo services and non-scheduled cargo operations, exercise of unrestricted Third, Fourth and Fifth Freedom Rights was permitted without limitation on the number of airlines, capacity and frequency. Airlines’ pricing activity was also liberalized by introducing a country of origin tariff regime. Non-scheduled passenger services were authorized automatically between points without scheduled services. On scheduled services routes, the authorization would be granted provided that the non-scheduled services did not jeopardize the economic stability of existing scheduled services.

This decision was complemented by Decision 360, which defines the concepts of “scheduled” and “non-scheduled international air services”, considering the International Civil Aviation Organization (ICAO) guidelines. In addition, the Multiple Airline Designation in Andean Subregion Air Transport was established in Decision 320, amended as 361. 

In this sense, although the liberalization concept is based on providing better opportunities to commercial airlines in order to encourage and promote the growth of the incoming tourism flow, other aspects including location of the country, participative interest of the State and airlines, among others, should be considered so as to attain loyal competitiveness that benefits customers.  

New issues in liberalization 

Initiatives for integration and flexibility of air traffic in the region are still under way, driven by aeronautical and trade authorities, as is the case of the Fortaleza Agreement, the Andean Community (CAN), and others related. These initiatives are aimed at harmonizing policies in order to further granting of air traffic rights, market access, and facilitate fluidity of air transport.

SINGAPORE’S INTERNATIONAL AIR TRANSPORT POLICY

AIR SERVICES

Singapore has a liberal Air Transport policy that is committed to promoting the free flow of passengers, goods, services and capital. We seek to conclude Open Skies Agreements with like-minded countries and in the past year have concluded such agreements with Sri Lanka and Bahrain. 

2
We are also a member of several key multilateral initiatives.  Singapore is a party to the Multilateral Agreement on the Liberalization of International Air Transportation (MALIAT) together with Brunei Darussalam, Chile, New Zealand, Samoa, Tonga and the United States.  The MALIAT provides for unlimited 3rd, 4th and 5th freedom traffic rights for both passenger and cargo services and 7th freedom traffic rights for cargo services.  Brunei, Chile, New Zealand and Singapore are also parties to a Protocol to the Agreement that provides for the exchange of 7th freedom traffic rights for passenger services and 8th freedom (cabotage) rights.  The MALIAT is open to accession for all countries.

3
In addition, Singapore has concluded a “2+X” Multilateral Agreement on the Full Liberalisation of All-Cargo Air Services with Brunei, Cambodia and Thailand and a “3+X” agreement for passenger services with Brunei and Thailand.  The “2+X” agreement provides for unlimited 3rd, 4th and 5th freedom traffic rights for all-cargo services, while the “3+X” agreement provides for unlimited 3rd and 4th freedom traffic rights for passenger services within the Association of Southeast Asian Nations (ASEAN).  These agreements are open to accession by ASEAN countries.

4
In line with our liberal Air Transport policy, Singapore seeks the immediate implementation of the APEC Air Services Experts Group’s recommendations on the 8 options as follows:

Option 1: Air Carrier Ownership and Control

Singapore seeks to adopt a more liberal designation provision, where designated airlines have their principal place of business in the territory of the Party designating the airline, while effective control of the airlines is vested in the nationals or government of the Party designating the airline.

Option 2: Tariffs

In order to give airlines maximum flexibility in their operations, Singapore advocates a no-filing tariff regime.

Option 3: Doing Business Matters

Singapore maintains an open and non-discriminatory policy in “doing business” matters.  ICAO model clauses have been adopted with regard to currency conversion and remittance of earnings, employment of non-national personnel, sale and marketing of air services products and access to computer reservation systems.

Option 4: Air Freight

Singapore seeks to remove all route, capacity and traffic rights restrictions for all-freighter services.

Option 5: Multiple Airline Designation

Singapore adopts a multiple airline designation provision in our Air Services Agreements (ASAs) with most APEC economies, and seeks to adopt this provision in existing bilateral ASAs that provide for single or dual airline designation. Singapore also advocates multiple airline designations for all new ASAs.

Option 6: Charter Services

Singapore generally approves all charter services provided that they complement and supplement existing scheduled services.  Charters are encouraged on undeveloped routes that are not served by scheduled services.

Option 7: Airlines’ Co-operative Arrangements

Singapore generally facilitates cooperative arrangements such as code-sharing and joint operations by airlines, especially if such arrangements create new air links which might otherwise be commercially unviable.

Option 8: Market Access

Singapore’s ASAs with several APEC economies already provide for open route schedules and unrestricted 3rd, 4th and 5th freedom passenger capacity.  Singapore continues to seek a more liberalised market access regime with other APEC economies. 

� Eight Steps for liberalisation of air services, identified in 1995 by the ASG, and subsequently endorsed by Transport Ministers in 1997 and APEC Leaders in the Auckland Declaration in 1999: 1/ carriers’ ownership and control; 2/ tariffs; 3/ doing business matters (air services-related ground handling; currency conversion etc); 4/ air freight; 5/ multiple airline designation; 6/ charter services; 7/ airlines’ cooperative arrangements; and 8/ market access.





1 Recently negotiated modifications, expected to come into force in September 2006, will bring the 1995 agreement into conformity with the U.S. "Open Skies' model.





