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Purpose

To inform Economies of developments in Australia’s international air transport policies during the last year. 

The Australian market – a snapshot

Australia’s current aviation policy is founded on the Government's review of international air services policy of 21 February 2006.  This policy affirms Australia’s commitment to liberalisation and notes the contribution that an Australian-based airline industry makes to the national economy.  Further details of the policy can be found at: http://www.dotars.gov.au/aviation/international/policy.aspx
Aviation liberalisation has brought significant benefits to Australia.  Over the past ten years, Australia’s international market has grown by over 60 per cent, from 13.3 million passengers to 21.5 million in 2006.  52 international airlines served Australia during the month of March 2007.

Our international market is growing.  Jetstar launched international services in December 2005 and Virgin Blue has operated international services since 2004.  These airlines now serve 17 destinations within APEC, and Virgin intends to launch operations to the United States mainland shortly.  Etihad Airways recently commenced services to Australia, and the United Arab Emirates and Qatar were granted rights to double their capacity to Australia in coming years.  Indian Airways, AirAsiaX and Viva Macau have also announced plans to commence services.

New air services arrangements have been negotiated in the last year with the United Arab Emirates, Qatar, the United Kingdom, Brunei, Turkey, Ireland, Brazil, Croatia, Hungary, Spain and Sri Lanka.  

Most of these talks were highly successful, easing market access barriers and enabling the entry of new carriers.  Others have provided opportunities for developing code sharing and other cooperative arrangements in markets that may be too small to sustain own aircraft operations at this stage.  Negotiations are not always easy.  Some talks unfortunately did not reach agreement on some issues, however we will look to revisit and resolve these matters in the future.

The domestic market has continued to expand. 41.8 million passengers were carried in the year ending June 2006, 5.8 per cent higher than the previous year.  

Domestic deregulation, including Australia’s policy of allowing foreign nationals to establish up to 100 per cent foreign owned domestic airlines, has boosted investment and seen the establishment of new domestic airlines.  Virgin Blue, foreign-owned when it first entered the market, has firmly established itself on the domestic scene.  Singapore-owned Tiger Airlines plans to commence stand-alone domestic operations in late 2007 through a 100 per cent owned domestic subsidiary, in addition to its international operations from Singapore to Darwin and Perth.  Under majority foreign ownership, regional airlines Regional Express and Sky West are growing the regional aviation market, a sector that has traditionally struggled, demonstrating the ability of foreign capital to invigorate and grow markets not readily identified by incumbents.

Australia and the Asia-Pacific region

The Asia-Pacific region is our most important market.  Australia has air services agreements with 19 of the 20 APEC member economies.  These economies account for two-thirds of Australia’s total origin-destination traffic.  A summary of Australia-APEC origin-destination traffic can be found at Attachment A and a list of Australia’s top ten city pairs at Attachment B.

The Asia-Pacific is the burgeoning region.  Last year, the Centre for Asia Pacific Aviation measured the growth of capacity within the region at over 8 per cent, double the global average of 3.4 per cent.  

These are exciting times, however, the Asia Pacific region must grow complacent.  The recent landmark air services agreement between the European Union and the United States frees access, designation and pricing restrictions for 60 per cent of global air traffic.  Although the agreement fails to address important airline ownership issues, it marks a key moment in air services liberalisation and may re-energise efforts to reform the bilateral system.  We must make sure our region does not get left behind.

Where to next?

Australia will continue to seek the removal of ownership and control criteria on international airlines through our bilateral agreements.  We have introduced ‘principal place of business’ designations to 29 of our bilateral agreements to date.
We will also continue to open up access to Australia’s regions by offering unlimited foreign carrier access to all airports, other than the four major gateways of Sydney, Melbourne, Brisbane and Perth.

“Open skies” for freight services is also an important global objective.  Australia now has some 33 air services agreements which provide for unlimited dedicated cargo capacity, including with the United States, the United Kingdom, the United Arab Emirates, India, Singapore and China.

Australia is also committed to ensuring our aviation liability and insurance regimes keep pace with international developments.  We are working to bring the Montreal Convention into force and are considering the merits of the Cape Town Convention in consultation with our industry. 

We are committed to reforming the bilateral system and working towards multilateral solutions through active participation in APEC, the World Trade Organisation and the International Civil Aviation Organisation.  This is a long term goal, but an important one.

In the meantime, Australia will continue to pursue liberalisation in our bilateral agreements.

Safety and security
Australia is all too aware that aviation accidents and terrorism devastate the airline and tourism industries alike.

In response, Australia introduced new aviation security measures for taking liquids, aerosols and gels in carry-on baggage for international flights effective from 31 March 2007.  These new measures reflect similar developments taking place throughout the APEC region.  Further details of the security measures can be found at: http://www.dotars.gov.au/transport/security/aviation/LAG/index.aspx
In the safety arena, Australia is working towards improving and harmonising standards.  We introduced legislation to allow the mutual recognition of Air Operator Certificates with New Zealand, effective 30 March 2007.  The Bilateral Aviation Safety Agreement with the USA came into effect on 30 November 2006 and provides a mechanism for Australian and US Civil aviation authorities to recognise each other’s safety certification.

Recommendation

Members to note the information paper.
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AUSTRALIA’S TOP TEN INTERNATIONAL CITY PAIRS

YEAR ENDING DECEMBER 2006
	City Pair
	2006 Pax (000)
	Growth (%)
	Share (%)

	Auckland - Sydney
	1 191
	-4.2
	5.5

	Singapore - Sydney
	977
	4.3
	4.6

	Hong Kong - Sydney
	869
	11.5
	4.0

	Melbourne - Singapore
	831
	4.8
	3.9

	Perth - Singapore
	818
	1.6
	3.8

	Auckland - Brisbane
	764
	-1.0
	3.6

	Brisbane - Singapore
	697
	6.6
	3.2

	Auckland - Melbourne
	661
	1.3
	3.1

	Los Angeles - Sydney
	636
	-2.0
	3.0

	Bangkok - Sydney
	552
	13.9
	2.6

	Total Top Ten
	7 996
	2.9
	37.2

	Other
	 
	13 484
	2.9
	62.8

	Total International
	21 480
	2.9
	100.0
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