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Title: Second Eight Options Survey Outcomes 

Background
This paper provides progress on the Eight Options
 for Liberalisation of Air Services from the first survey in 2006 to the second survey in 2008. 

Economies were asked to provide details of liberal arrangements with their APEC parter, indicating a number of partners and nature, without identifying specific economies.

Survey Outcomes

·  Overall, fifteen economies have responded to the two surveys: 
· 12 economies responded to the first survey in 2006:  Australia, Canada, China, Japan, New Zealand, Peru, the Philippines, Russia, Singapore, Thailand, the USA and Vietnam.  
· 11 economies responded to the second survey in 2008, including 8 economies from the first survey and 3 additional economies: Indonesia; Korea; and Chinese Taipei
· All responding economies provided information on their air services arrangements with their APEC contracting parties against the 8 Options which include: 

· Ownership and control; tariff approvals; doing business, including ground handling; air freight; multi-designation; charter services; cooperative arrangements; and market access.

· Most progress on liberalisation seems to be in the  areas of: tariff requirements; ‘doing business’; air freight services; and market access.
Recommendation that: 


· The Air Services sub-group note progress on the Eight Options for Liberalisation of Air Services to date (attached).
Draft Summary Report on the Second Survey

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

Some improvement in substantial ownership and effective control from the first survey.

Both surveys indicate 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

The second survey shows marginal improvement in tariff approval from the first progress reported. 
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

There is no chage from the first survey.

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 indicate economies include co-operative arrangements in bilateral agreements where they were absent.   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.

� 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.
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