AIRLINE CO-OPERATIVE ARRANGEMENTS
Code Sharing, Block Spacing, and Leasing

Canada prefers that there be a treaty basis set out in bilateral air agreements providing for cooperative arrangements between airlines, although in any case applications for these arrangements may be considered by the Canadian Transportation Agency, taking into consideration Canada’s aviation relationship with the other economy involved. Such arrangements usually involve code sharing, which may include block spacing, and sometimes the leasing of aircraft.  Most of Canada’s air agreements with other APEC economies address cooperative arrangements between airlines. 

In many instances, Canada has  been pursuing liberal code sharing arrangements with its bilateral partners.  Liberal code sharing facilitates the development of alliances and allows Canada’s airlines to take maximum advantage of membership in alliances. Negotiations for increased code sharing rights are driven very much by the priorities of Canadian industry. 

Since 1995, provisions on cooperative arrangements have been added to many agreements with APEC economies. Code sharing provisions were added to agreements with Australia, China, Hong Kong, Japan, Korea, Mexico, Thailand, Russia, and the United States.  New agreements with Indonesia, Malaysia, and the Philippines included provisions for code sharing.  Pre-existing provisions for code sharing included in Canada’s bilateral air agreement with New Zealand were expanded.  Although the permissiveness of the provisions varies depending on the APEC economy involved, in all cases the provisions on cooperative arrangements increase the options for providing services available to designated airlines.  Thirteen of Canada’s air agreements with APEC economies allow for code sharing between designated airlines.  Ten of the agreements allow designated airlines to operate code shared services on the flights of third country airlines. 

With respect to wet leasing, Canada may permit the use of wet leased aircraft on international services subject to national laws and regulations. On a case by case basis, and under unique circumstances, Canada has been prepared to extend a right to wet leasing in a bilateral agreement.  Currently, this exists only with three APEC economies: the USA, the Philippines, and Mexico.

Cooperative arrangements such as code sharing, blocked space and wet leasing that involve the use of aircraft with flight crew operated by another airline are subject to Canada’s national laws and regulations and, in most cases, require the approval of the Canadian Transportation Agency  (See also “Requirements For Filing and Approval of Cooperative Arrangements” below). From an economic point of view, Canada does not regulate most arrangements for dry leasing of aircraft by airlines.  Such arrangements are, however, subject to safety regulation to ensure safe operation of the leased aircraft.

Joint Operations 

Canada permits joint operations, subject to national laws and regulations,  where airlines coordinate their schedules to offer better choices of flights to consumers  in markets that could not otherwise support frequent service. 

Cooperative Arrangements Between Designated Airlines of Bilateral Partners

Canada permits cooperative arrangements between designated carriers of each bilateral partner if the underlying rights are in the air agreement.  Such rights are currently included in agreements/arrangements with thirteen APEC economies.

Cooperative Arrangements Between Designated Airlines of the Same Economy

Canada permits code sharing between designated airlines of the same economy subject to national regulations and provided the rights are in the bilateral air agreement.   Such rights are included in agreements/arrangements with a few APEC economies.

Cooperative Arrangements Between Designated Airlines of One Economy and Non-Designated Carriers of Another

It has been Canadian practice to avoid granting rights for foreign designated carriers to cooperate in providing their services on international route sectors with Canadian carriers not designated to serve that foreign economy.  On a case by case basis, Canada has occasionally been prepared to negotiate the right for a designated airline(s) of one economy to continue its  international service by code sharing on the flights of any airline of Canada operating between points in Canada.   

Cooperative Arrangements with Third Country Airlines
Canada usually encourages the inclusion of rights for designated airlines to sell transportation under their own code on flights operated by third country airlines.  Ten of Canada’s agreements/ arrangements with APEC economies permit some code sharing on the flights of airlines of third countries.

Cooperative Arrangements Involving Other Transport Modes, Such as Bus or Rail

Canada permits inter-modal cooperative arrangements involving air and other modes subject to national regulatory requirements and the proviso that surface transport is not held out as an air service. For example, there are currently several cooperative arrangements in Canada between airlines and bus operators to provide domestic feed to international services.

Limitations on Points of Origin, Destination, Intermediates or Beyonds Where Cooperative Arrangements May Apply

Where it is in the interest of Canada’s stakeholders, and those of its bilateral partners, Canada is prepared to consider more liberal origin, destination, intermediate and beyond points  for code shared services than for own aircraft services.  This is the case with several APEC economies.  In the cases of three APEC economies, there are no limitations on points that may be served on a code share basis 

Limitations on Capacity For A Non-Operating Airline

Canada does not usually place limitations on the capacity provided by airlines selling transportation in their own names (marketing carriers) on flights operated by another airline.  There are agreements/arrangements with a few APEC economies that have such limitations.

Rights For A Designated Airline Not Operating the Aircraft to Sell on Fifth Freedom Sectors

Canada’s practice is to avoid allowing the marketing carrier to sell fifth freedom services.  Code sharing diminishes the need for fifth freedom rights.  There are, however, some agreements/ arrangements that Canada has with APEC economies that permit marketing airlines to exercise some fifth freedom rights, normally on routes where a carrier has rights.

Requirements For Filing and Approval of Cooperative Arrangements

Canada has  regulations that govern airline cooperative arrangements such as code sharing, blocked space and wet leasing that involve the use of aircraft with flight crew operated by another airline, whether or not such arrangements are provided for in a bilateral agreement/ arrangement.  The regulations require that such operations be approved by the Canadian Transportation Agency.  The regulations also require public disclosure of such arrangements so that the travelling public is fully informed about which air carrier is operating the aircraft.  Wet leased aircraft are also subject to safety regulation to ensure safe operation of the leased aircraft. 

