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1.Implementation

  For the past three years, Japan has progressively expanded the framework for the airlines’ co-operative arrangements by updating the bilateral arrangements with its partner economies in the APEC region and thus has substantially broadened the opportunities for the region’s airlines to provide services in a more flexible manner.

 Specifically, Japan has established and expanded the frameworks, under which such code-sharing operations between the designated airlines of Japan and those of each bilateral partner economy is made possible, with twelve (12) economies out of seventeen (17) economies with which Japan has the Air Services Agreements (ASAs). Moreover, out of these bilateral frameworks, two (2) of them allow the code-sharing operations between the airlines of the same country as well as such operations on domestic sectors, and five(5) of them allow the code-sharing operations between the designated airlines of one party and third country airlines.

 The co-operative arrangements or the code-sharing operations allowed under the bilateral frameworks above generally include joint operations and space-blocking, while Japan has adopted the policy to accept wet-leasing operations by airlines regardless of the existence of the bilateral arrangements whenever uniform requirements for operational safety and reciprocity are met. On the other hand, there has been no bilateral framework allowing the airlines’ co-operative arrangements which involve other modes of transportation or those involving non-designated airlines of any country.

 All the bilateral frameworks allowing the airlines’ co-operative arrangements incorporate limitations on points, frequencies or capacity for non-operating airlines on a reciprocal basis, although such limitations vary from partner economy to partner economy. It is also provided without exception in any of these frameworks that non-operating airlines are not allowed to sell on fifth-freedom sectors and that all the participating airlines need appropriate authority to provide services concerned. In addition, under any of the frameworks all the participating airlines are required to apply for approvals on their arrangements with other airlines in accordance with the Japanese national law.

Benefits and Difficulties Encountered

 (1)  Benefit

   The frameworks for the airlines’ co-operative arrangements seem to have benefited both consumers and participating airlines to a certain degree, as the airlines have become able to expand their network of services or to provide services with more flexibility and thus to accommodate the consumers’ needs in a more timely and efficient manner. In fact, it has been observed that load factors on some routes on both domestic and international sectors have shown substantial increases after the commencement of the code-sharing operations under the co-operative arrangements between or among the airlines.

Difficulties

   As opposed to the benefit above, difficulties in implementing this option also have been found to exist in the following two aspects.

 First, it is clearly inconsistent with the recommendation’s object of providing the airlines with fair and equitable opportunities to remove restrictions on airlines’ co-operative arrangements in an identical manner in all the bilateral frameworks with partner economies. As there exist significant differences among the economies over the size of domestic market, number of international airlines or the geographical location, across-the-board removal of such restriction in terms of sectors, frequencies or participating airlines must lead to considerable disparity of competitive conditions for the airlines, the bilateral frameworks for co-operative arrangements inevitably vary from partner economy to partner economy.

 Second, sufficient attention must be paid to the legitimate concern that the co-operative arrangements among the airlines may give rise to restrictions of competition among these airlines and thus to anti-competitive effects likely to harm consumers’ interest. This is particularly the case with the arrangements under which the participating airlines are allowed to set fares or tariffs jointly or to share the revenues from the operations.

  It should be obvious that these types of arrangements are inconsistent with the stated objective of the eight recommendations, which were designed to make air services in the region more competitive. Accordingly, for the purpose of preventing emergence of anti-competitive effects, the aeronautical authorities’ responsibilities for authorization of such arrangements need to be retained in the bilateral frameworks whenever they are established or expanded, and the economies should be supposed to promote implementation of this option only to such an extent that consumers’ interests will not be adversely affected.

