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	28th APEC Transportation Working Group Meeting  

Vancouver, Canada

5-8 September 2006


Report of the Air Services Sub-group

to the Aviation Experts Group

I. Introduction

The People’s Republic of China presented a report on behalf of the Air Services Sub-group. 17 delegates attended the meeting on 5-6 September 2006 representing 11 economies: Australia; Brunei Darussalam; the People’s Republic of China; Hong Kong, China; Japan; the Republic of the Philippines; Singapore; Chinese Taipei; Thailand, the United States and Vietnam.  

II. Ongoing Projects and Issues: 

1. Exchange information on international air transport policies

Australia, China, Hong Kong China, Japan, the Philippines, Singapore, Chinese Taipei, Thailand and Vietnam updated and exchanged information on their international air transport policies.

2. The project of “Liberalization of Air Services Arrangements in APEC Region, 1995-2005” (2006/TPT-WG-28/AEG/003_v2)

Australia presented the progress report on the project of “Liberalization of Air Services Arrangements in APEC Region, 1995-2005”. The Centre for Asia Pacific Aviation was selected intersessionally by the Air Services Sub-group to undertake an analysis of the progress on the liberalization of air services in the APEC Region over the past decade, for the purposes of ascertaining the extent to which the Bogor Goals
 have been met in developed and developing APEC economies. The study methodology and summary of developments were presented to the Sub-group during the meeting. The project is due for completion in December this year, with the delivery of a final report incorporating findings of the analysis. Australia undertook to distribute to economies the draft report as soon as it is available to facilitate the discussion on finalizing the roadmap.
3. Roadmap of liberalization and facilitation of air services (2006/TPT-WG-28/AEG-SRV/003_v2)

Australia presented the draft APEC Roadmap of Liberalization and Facilitation of Air Services which it had developed in consultation with input from China, Hong Kong China; Singapore; Japan and the United States.

Economies made a number of comments on the Roadmap. The Sub-group, recognizing the diversity in the APEC region, reiterated that the measures would be voluntary and at each economy’s own pace, and that the different timetables be set out for developed and developing economies in the spirit of the Bogor Goals.

In relation to recommendation 1 regarding selecting an annual priority, Japan stated that it did not see the rationale for an annual priority to be drawn from the Eight Options. However, following further discussion it was agreed this would be a useful recommendation, noting the option to be focused on would be agreed by consensus and not be binding. 

The Sub-group agreed to recommendation 2 regarding the annual survey.

On recommendation 3 regarding publishing information on air services arrangements, a number of economies, including Singapore, Thailand and Hong Kong China noted the need to take account of confidentiality arrangements which may exist in some bilateral arrangements. China also reminded that ICAO already has a central registry of air services agreements and the Sub-group needs not duplicate the work. The Sub-group agreed that this recommendation would need to be considered further. 

On recommendation 4 regarding working towards an agreement within the APEC region for an Open Air Freight Market, a number of economies, including Japan and the Philippines opposed the development of an Open Air Freight Market, indicating they did not support multilateral air services agreements that are mandatory and vague and that economies should move at their own pace. Some economies also remarked that there is no clear definition of an open air freight market. 

Australia clarified that an open air freight market was intended to be a principle to guide the work of the Sub-group, but did not require economies to develop or join a multilateral air services agreement, although some economies may wish to do so. Others could continue to address cargo issues bilaterally, at a pace of their own choice.  Hong Kong China, at the request of the Chair, submitted some alternative wording which Australia agreed to seek to incorporate in a new draft of the roadmap.

A number of economies, including Japan and China, suggested additional ‘new challenges’ that could be included in the road map, including the impact of security, pandemic influenza, infrastructure congestion and capacity building. Australia supported these inclusions and sought text on these issues from those economies.

Australia also suggested that the road map make reference to the overall APEC TPT-WG Roadmap being considered by HODs, and that the 6 guiding recommendations in that road map are included in the Air Services Roadmap. It further suggested that input from the Safety and Security Sub-groups would help inform the roadmap and project proposals. 

China remarked that since some specific contents of the 6 guiding recommendations are not be applicable to air services sector, consideration should be given to develop air transport’s own roadmap as part of the overall transportation roadmap, taking into consideration the specific nature of air transport.  The Sub-group accepted the proposal from China.

The Air Services Sub-group agreed that:

· Work continue intersessionally on the Roadmap to enable it to be informed by further input from economies and the consultancy “Study of Liberalization of Air Services in the APEC region, 1995-2005’;

· Australia would redraft the roadmap and distribute it for comment before the end of September 2006. Economies wishing to provide input would do so within 2 weeks of this meeting;

· The Sub-group would submit the draft Roadmap to the Aviation Experts Group and seek to incorporate, where appropriate, additional material and project proposals from the Security and Safety Sub-groups;

· The draft air service Roadmap would make reference to the 6 bolded recommendations identified in the draft TPT-WG Roadmap (2006/TPT-WG-28/HOD/005) whereas applicable to the specific nature of air service. Economies are encouraged to provide further suggestions on these recommendations; and

· Subject to the agreement of the Aviation Experts Group, following the completion of the air service Roadmap this would form the basis of input from the Aviation Experts Group to inform the 2007 Ministerial Meeting.

4. Issues that may facilitate further the liberalization and facilitation of air services (2006/TPT-WG-28/AEG-SRV/006)

The Philippines endeavored to obtain relevant information regarding the simplification of visa and customs procedures from the APEC Committee on Trade and Investment (CTI).  However, the said Committee is yet to provide the relevant information. 

The Chair suggested that the Philippines study this issue further and make a presentation at the next meeting. The Chair also suggested seeking assistance from the Lead Shepherd to write to CTI conveying this Sub-group’s views and concerns. The Sub-group agreed on the Chair’s suggestion.

III. New Project Proposals and Issues: 

1. The presentation of “Study of the Impacts of Air Transport Liberalization”

(2006/TPT-WG-28/AEG-SRV_004_v2)
The Sub-group noted the presentation by Mr. Michael Tretheway of InterVISTAS Consulting Inc. on “Study of the Impacts of Air Transport Liberalization”. The study asserts to provide analysis in support of the proposition that liberalization of air services generates additional opportunities for consumers, shippers and the numerous direct and indirect entities affected by liberalization. The study includes a model and databases for possible use where relevant to quantify the effects of liberalization for country pairs or groups of country pairs. Economies have expressed a variety of views on the applicability of the study results, and some questioned the validity of the model. 

IV. Results Achieved and Projects Completed: 

1. The new methodology survey (2006/TPT-WG-28/AEG-SRV/002)

Australia’s presentation indicated that the incomplete coverage of the surveys and inconsistent data had not allowed detailed quantitative analysis. However, the analysis indicated that APEC economies are on the whole moving towards more liberal provisions within bilateral air services agreements, while noting that economies were moving at their own pace. In particular it was noted that there is a strong move to liberalizing ‘doing business’ clauses, facilitating closer cooperation between airlines including code share agreements. The Philippines noted, and it was agreed, that if the survey is referred to in the Centre for Asia Pacific Aviation study then it should be noted the survey is incomplete.

Australia recommended that the next survey be undertaken in the second half of 2008 with analysis undertaken in 2009 to inform Minister’s of progress against the Bogor goals.  Australia also indicated that as it had undertaken the previous two surveys it would step down from undertaking the next survey but would happy to assist any economy wishing to undertake the survey by providing data from previous surveys and sharing ideas on the operation of the survey.

Member economies noted the outcomes of the survey and agreed that next round of survey need not be undertaken until the second half of 2008. In the event no economy volunteers to coordinate the survey, it will be suspended.

2. Summary of accomplishments of implementing the Bogor Goals by the Air Services Sub-group since its creation in 1995:

· Produced a comprehensive report on the Eight Options for Air services liberalisation with fair and equitable opportunity;

· Achieved APEC member economies’ consensus on the Eight Options for more competitive air services in APEC region, which, however, do not lock each economy into a particular method of achieving liberalisation;

· Obtained Leaders’ endorsement for implementing the Eight Options at a pace consistent with each economy’s interest, in the Auckland Declaration in September 1999;

· Created a manual for liberalisation through more than one hundred discussion papers and “think pieces” submitted by APEC member economies on the benefits and difficulties of implementing the Eight Options;

· Achieved an annual survey reviewing the progress of implementing each of the Eight Options in APEC region; 

· Finalised the new methodology survey on air services and analysed the survey outcomes against the Eight Options;
· Exchanged information under the new methodology on experiences and concerns on liberalization to help APEC economies to find appropriate ways to move towards the Bogor Goals in air services liberalization; and 
· Presented case studies on the removal or mitigation of non-tariff barriers in the air transport sector.
V. Linkages to the APEC Leaders’ and Ministerial Directives:

1. APEC Leaders’ Declaration- the Auckland Challenge, New Zealand, 13 September 1999  

“…We (Leaders) support implementation of the eight steps(options) for more competitive air services, and the identification of further steps to liberalize air services in accordance with the Bogor Goals. Tourism and air services have a large contribution to make to development and community building in the region.”

2. Transportation Minister’s Statement Summary:

“Implement the Bogor Goals on trade liberalization and facilitation (in air services sector).”

VI. Future Work Program:

· Continue the project ‘Liberalisation of Air Services Arrangements in APEC from 1995-2005’; and

· Finalize the Road Map on Air Services towards the Bogor Goals before early 2007. 

VII. Other Matters

The Chair invited economies to consider taking on the Sub-group chairmanship with effect from TPT-WG29. Some economies suggested that consideration be given to incorporating the Sub-group into the Aviation Expert Group for simpler administration and consultation be made with the Aviation Safety Sub-group.  The issue was referred to the Aviation Experts Group for further discussion.

VIII. Required Amendments to Operational Plan:

The Operational Plan has been updated as Attached.

IX. Recommendations for the Aviation Experts Group Meeting:

· note that the project of “Liberalization of Air Services Arrangements in APEC Region, 1995-2005” will be undertaken for completion by December 2006;

· note that the final report on developments in the liberalization and facilitation of air services, through the analysis of the new methodology survey outcomes, had been concluded;

· recognize that visa restrictions would have an impact on the liberalization of air services arrangements and request the Lead Shepherd’s assistance in conveying the Sub-group’s views to the APEC Committee on Trade and Investment (CTI) for consideration. 

· note that a discussion paper on a Roadmap of liberalization and facilitation of air services towards the Bogor Goals needed to be finalized before early 2007.

· note that the ASG sub-group suggested the roadmap of TPT-WG takes into consideration the specific nature of air transport.

� Bogor Goals: in 1994, APEC Leaders agreed in the Bogor Declaration to a common goal of free and open trade and investment in the Asia-Pacific region – by 2010 for industrialised economies and 2020 for developing economies.
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