Review of Implementation of Option 4

Air Freight

A. “Market Access” Aspect

1. Please outline whether your economy making  separate provisions for freight and passenger capacity in air services arrangements and of providing additional flexibility for dedicated air freight services on a reciprocal basis with APEC economies.
The United States policy is not to restrict capacity of either passenger or freight services.  In cases where our bilateral partner insists on limits, we seek separate arrangements for passenger and freight if doing so will lead to fewer overall limits.  

Concerning flexibility for air freight with APEC economies, we currently have “Open Skies” (unrestricted) capacity regimes with Australia, Chile, Malaysia, Brunei Darussalam, Peru, Singapore, Republic of Korea, New Zealand, and Chinese Taipei.  

With Canada, we have a single arrangement for passenger and freight service designations and capacity, with no limitations on either category.  On routings, we have separate arrangements for passenger and freight service, and for air freight we have no 5th freedom rights, and limitations on co-terminalization with respect to air courier services.

With Indonesia, we do not have separate regimes for freight and passenger service, and we have no specific limitations on air freight capacity.

With Russia, Thailand, and China, we have separate regimes for passenger and freight service, and we have specific numerical limitations on air freight flight frequency and designations.

With Mexico, we have separate arrangements for passenger and freight service, and we have designation and route limitations, but no frequency limits.

With Japan we have separate arrangements for passenger and freight service,  and there are limitations on designation, capacity and routes.

With Hong Kong we have separate arrangements for passenger and freight service, and we have significant limitations on routings, especially in regard to 5th freedom rights, and we have designation limitations.

With the Republic of the Philippines, we have separate arrangements for passenger and freight service, and we have no numerical limits on capacity, but we have designation limits. 

We have no bilateral agreement with Papua New Guinea or Vietnam, and thus air freight capacity is based on the principles of comity and reciprocity.  In this regard the United States supports a liberal reciprocal relationship with regard to air freight capacity.

Benefits/difficulties

The United States believes that the marketplace, and not governments should decide the capacity levels to be operated.  Without interference from governments, operators of air freight services can quickly and accurately adjust to overall market demand, as well as the needs of specific shippers. Such a policy provides the best possible benefits to airlines, as well as shippers.  On the other hand, governments do a poor job when they attempt to forecast demand, and adjustments in capacity usually lag behind market performance.  Where governments seek to protect their carriers from open competition, the needs of the shipping public are often not met, and therefore prices can be artificially high.

In any bilateral market the United States is involved in we seek unrestricted capacity.  Where unrestricted capacity has not been achievable, we have agreed to capacity and/or designation increases in a series of bilateral amendments, e.g. Japan. 

2. Has your economy permitted for air freight on reciprocal basis, in terms of unrestricted capacity, unrestricted route, unrestricted traffic rights at intermediate points, unrestricted traffic rights at beyond points, unrestricted aircraft type, unrestricted designations, 7th freedom services.

The United States is prepared to enter into “Open Skies” aviation agreements, which do not limit air freight services in any of the above methods for the airlines of each side, with any APEC economy where we have not already done so.

B. “Doing Business Matters” Aspect

3. Has your economy implemented business friendly procedures for handling air freight?

The United States Government seeks to provide customs services and other air freight procedures over which it has jurisdiction in the most efficient manner and at reasonable cost.  U.S. airlines’ and airports’ air freight handling procedures are time and cost efficient because of the highly deregulated and competitive nature of air transportation in the United States.  

If yes, (i) explain the process that has taken place, and (ii) indicate the benefits and difficulties experienced in the process.

The United States deregulated domestic air freight services in the 1970’s, allowing an unlimited number of carriers to exist, for the carriers to charge whatever prices they choose, and to serve any markets.  The resulting competition has resulted in an efficient marketplace.  A difficulty is that some companies were unable to compete, which has resulted in limited disruptions in the employment of people and capital and some limited disruptions in services.

4. What procedures, specifically, should be business-friendly?  Do they include, for example, customs procedures or should they be limited to those under jurisdiction of aeronautical authorities?

All procedures affecting the delivery of air freight services should be business-friendly.  While the jurisdiction of aeronautical authorities is clearly limited, other agencies should be involved, as necessary, to ensure efficient air freight procedures. 

5. Does your economy permit foreign airlines and foreign companies to own or operate: freight forwarding business, ground transport business, warehousing business, custom brokerage business.
The United States, with the exception of the customs brokerage business, does not restrict the involvement of foreign entities in these enterprises, provided the relevant homeland provides reciprocal opportunities for U.S. business entities.

If yes, (i) explain the process that has taken place, and (ii) indicate the benefits and difficulties experienced in the process.

The liberal policy of the United States has been in place for many decades.

6. Is physical infrastructure sufficient to meet current and future demand for air freight in your economy?

Yes.  Importantly, most airports in the United States are locally owned and operated.  In order to insure the economic growth for their respective communities, U.S. airport operators work very hard to insure they have adequate capacity to meet air freight demand.  Due to the large number of airports in the United States, there is substantial competition among airports for air freight.  If any community should not have adequate capacity, there is nearly always another airport close by that can meet the demand.

If yes, (i) indicate the benefits and (ii) difficulties experienced.
The benefits are that sufficient infrastructure to meet air freight demand contributes significantly to growth in employment and overall economic growth.  The difficulties lie in meeting air freight demand while at the same time observing requirements for environmental standards and other responsibilities.

7. Is flexibility in inter-modal operations sufficient to meet current and future demands for air freight in your economy?

Yes.  The policy of the United States fully supports intermodalism for freight.  Most of our bilateral agreements include a specific provision for intermodal operations.  These include the right to operate surface transportation (either in a carrier’s own right or under an agreement with other airlines or with surface transportation providers); access to airports and customs facilities; transportation under bond; and the right to offer the air and ground service at a single price.

If yes, (i) explain the process that has taken place and (ii) indicate the benefits and difficulties experienced.
Our policy has existed for many decades.  Intermodal activity provides shippers with the greatest degree of flexibility, which results in a competitive marketplace with the most efficient and therefore the least expensive freight hauling and delivery service.

8. Is there any relationship between the difficulties in implementing “Market Access aspect of the recommendation and those in implementing “Doing Business Matters” aspect?

Yes.  In order for business to be conducted efficiently, there must be no restrictions on market access – designations, routes and capacity.
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