BRUNEI DARUSSALAM RESPONSE TO

QUESTIONNAIRE 7 – Airlines’ Cooperative Arrangements

Dear APEC colleagues:

At its 17th meeting in Singapore, March 27-31, 2000, the APEC Transportation Working Group agreed that each economy would be invited to make a submission on each of the eight recommendations of the 1995 Air Services Group report.

This message is a call for submissions on the topic assigned to Canada, namely recommendation 7, “airlines’ cooperative arrangements”.  You will recall that the Air Services Group recommendation on this subject was as follows: 

The ASG recommended 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 no anti-competitive effects, and where fair and equitable opportunity for the economies involved can be ensured. 

This recommendation was categorised as high priority.

As agreed in Singapore, economies are encouraged:

1. to detail their experience in implementing each recommendation, and

2. to describe the benefits and difficulties encountered.

Submissions could also include identification of further steps to liberalize air services, including factors which have emerged from the “think pieces” prepared by some economies and distributed at TPT-WG 17 and the development of additional "think pieces".

To ensure as useful and complete an analysis as possible, economies are further requested to consider all component issues of relevance when completing their submissions on airlines’ cooperative arrangements.  The following non-exhaustive list of such elements is provided for ease of reference.

· Cooperative arrangements such as code sharing, joint operation, block space, and others (For your economy, do cooperative arrangements include wet leasing?)

· Cooperative arrangements between designated carriers of each bilateral partner

· Cooperative arrangements between designated carriers of the same economy

· Cooperative arrangements between designated carriers of one economy and non-designated carriers of another

· Cooperative arrangements on domestic sectors

· Cooperative arrangements with third-country carriers

· Cooperative arrangements involving other transport modes, such as bus or rail

· Limitations on points of origin, destination, intermediates or beyonds where cooperative arrangements may apply

· Limitations on capacity for a non-operating carrier

· Rights for a non-operating carrier to sell on fifth freedom sectors 

· Requirements for filing and approval of cooperative arrangements

· Conditions of acceptance of cooperative arrangements by aeronautical authorities, such as:

· all participating airlines having underlying rights

· third countries providing reciprocity or a formal agreement

· applying competition criteria

· safety or security concerns

Economies are reminded that it has been agreed that submissions will be provided by July 28, 2000 to the coordinating economy.  Your assistance in meeting the agreed target date is very much appreciated.

Sincerely,

Pierre Renart

for
Ted Cherrett

Head of Delegation for Canada

Brunei Darussalam’s experience in implementing airlines’ cooperative arrangements.

Brunei Darussalam adopts quite a liberal air services policy on airlines’ cooperative arrangements and has been adopting reciprocal open skies air services policy. To date Brunei Darussalam has signed three open skies air services agreement with three APEC economies namely Singapore, United States of America and New Zealand. Brunei Darussalam’s bilateral open skies air services agreements with Singapore, the United States and New Zealand permit designated airlines to cooperate among themselves including third-country country code sharing arrangements.

Airlines’ co-operative arrangements are provided for in newly signed air services agreements. Progressive easing of airlines’ cooperative arrangements restrictions is carried out by continuously revising existing bilateral air services agreements through negotiations with APEC economies.  

Brunei Darussalam seeks to negotiate with APEC economies to include airlines’ cooperative arrangements in existing air services agreements. 

Identification of Further Steps to Liberalize Air Services

‘Encouraging And Promoting Air Services To Assist The Development Of Less-Densely Populated And Less Developed Cities In APEC’

The APEC Air Services Group reached general consensus to recommend 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 airlines(s), and where there are no anti-competitive effects, and where fair and equitable opportunity can be ensured. This recommendation provides the basic authority for airlines to enter into cooperative partnerships or alliances.  

Strategic alliances are known to bring a number of benefits to airlines, travellers and shippers. Through strategic alliances, airlines have been able to expand their networks overseas without having to provide their own services for new routes or operating additional flights. Airlines have been able to extend their global reach without having to invest new resources. Airlines have been able to offer lower fares to travellers and shippers.

In line with the Common Policy Concepts for transportation which state, among others: "The development of the transportation sector in the APEC region should promote equitable economic development in the APEC region to help people of all economies in the region share the benefits of economic growth", the TPT-WG, in developing more liberal and flexible air services arrangements, should also give due consideration in encouraging and promoting air services to assist the development of less-densely populated and less developed cities in APEC.

Because of small, local and thin international markets and less developed local economies, a number of small cities in the APEC region are either less-frequently served by international air services or irregularly served by domestic airlines. Development of air services to these small cities would link local communities to global networks. Such development of air services is believed to be possible through strategic alliances between mega carriers and airlines providing air services to small cities in the APEC region. Strategic alliances between mega carriers and those small carriers would not only enable small carriers to expand their services to rural cities but also in some instances also assist in sustaining their operations. 

Through such alliances, less-densely populated and less developed areas could be linked by air. It is also expected that through such strategic alliances mega carriers would be able to feed their passengers to those airlines serving those small cities. Such alliances would assist in the development of new routes to new destinations not served before and would bring economic development to the areas. In this regard, strategic alliances between mega carriers and those airlines providing air services to small cities in the APEC region should be encouraged and promoted.

Such strategic alliances would bring considerable benefits including technology transfer, transfer of know how, raising the level of skills and expertise, and raising standards of service. It would also help small airlines to be more competitive. 

page  
4

