NEW ZEALAND RESPONSE

REVIEW OF IMPLEMENTATION OF EIGHT RECOMMENDATIONS FOR MORE COMPETETIVE AIR SERVICES

RECOMMENDATION 2: TARIFFS
1.
Please outline your tariff approval regime and indicate whether your economy has removed or progressively eased tariff regulations through the bilateral air services arrangements with other APEC economies?

New Zealand has a light-handed tariffs approval regime, administered by the Ministry of Transport under delegated authority from the Minister of Transport.  New Zealand considers that airlines should have the freedom to price in accordance with market conditions and have the ability to react quickly to changes in those conditions.  This approach also has the twin benefits of reducing the regulatory burden on airlines, and relieving government of having to devote considerable time and resources to the administration of tariffs.  

Appended as Attachment 1 is New Zealand’s model tariffs Article, under which there is no requirement to file tariffs.  Appended as Attachment 2 is an alternative model to which New Zealand has agreed.

Where filing requirements remain, a tariffs clause is contained in the operating licence issued to each international airline serving New Zealand.  Where filing is for notification purposes only, the clause in the airline’s operating licence reads:

“The licensee shall file tariffs for information purposes when requested to do so by the Secretary for Transport.”

Where filing is required for authorisation purposes, the clause in the operating licence reads:

“Passenger tariffs: the licensee shall file with the Secretary for Transport any proposed increase in a full passenger tariff, and shall not apply any such increase unless and until it has been approved by the Minister of Transport or a delegate authorised to exercise powers in this regard.

Passenger and cargo tariffs: in addition, the licensee shall file passenger and cargo tariffs when requested to do so by the Secretary for Transport.”

Unilateral promotional fares do not have to be filed.  The filing of tariffs for authorisation is reserved for where they would result in an increase in the level of normal (full F, C and Y) fare levels. 

Airlines may, at their discretion, also file tariffs for authorisation where these are offered jointly with one or more carriers.  Air New Zealand takes responsibility for the filing of IATA packages.  Authorisation in such circumstances protects the airlines involved against possible action by the Commerce Commission against anti-competitive behaviour (collusion). 

When considering a tariff application, the Ministry must have regard to criteria contained in the Civil Aviation Act 1990.  These are:


“(a)
whether the proposed tariff is excessive in terms of a reasonable return on investment by the supplier of the carriage;


(b)
whether it is likely that the supply of the relevant carriage can be carried on for a reasonable period at the level of tariff proposed; and


(c)
whether there is likely to be a substantial degree of benefit accruing to consumers generally, or to a significant group of consumers, as a result of the application of the proposed tariff.”

The issue of whether international air tariffs should have the opportunity to continue to be excluded from coverage of New Zealand’s generic competition law will be the subject of a competition policy review in the near future.  As part of any comprehensive review, the role of IATA in the setting of tariffs should also be examined.

2.
Has your economy allowed double disapproval for tariffs in your bilateral air services arrangements with other APEC economies?

New Zealand has a double disapproval regime with two APEC economies, viz., the Russian Federation and the USA.  

3.
Has your economy allowed country of origin approval of tariffs in your bilateral air services arrangements with other APEC economies?
New Zealand does not have a country of origin regime with any of its APEC partners.  Prior to new tariffs arrangements agreed in 1997, New Zealand had a country of origin regime with the USA.

4.
Does your economy allow airlines of APEC economies to file tariffs electronically?

Yes.  Electronic filing has not been actively encouraged, however, because of a couple of practical issues that are in the process of being resolved.  The first is with what e-mail address in the Ministry of Transport the tariff should be filed.  Airlines have been sending filings to individuals, but if that person is away their e-mails may not be cleared.  The other issue is settling on a standard file format for the filing of tariffs.

5.
In addition to the above, please set out any other aspects in your economy’s experience in removing or progressively easing tariff regulations that you would wish to share with other APEC economies.
International airlines operating to/from New Zealand adapted very quickly to the removal of the requirement to file all tariffs for approval.  None of the airlines has asked for a return to mandatory filing.  (Although there is one APEC carrier whose head office persists in filing tariffs for approval despite repeated advice that this is no longer required).  If an airline or passenger has a complaint about an unapproved tariff they can seek redress before competition or consumer protection agencies.

6.
Please indicate any further steps to liberalise tariffs that your economy would like to propose with likely timeframe for implementation, taking into account all relevant factors including any that emerged from the “think pieces” prepared by some economies and distributed at TPT-WG 17.
New Zealand advocates that APEC economies should move progressively, and with the least delay, to end the filing of tariffs by their airlines for services between APEC members.  

The growth in airline alliances, and the membership of some APEC economy airlines within these, points to the advantage of APEC economies sharing a similar approach to competition issues, including towards tariffs.  A shared approach to competition issues would reduce the regulatory burdens placed on airlines by having to conform with different competition regimes as could happen, for example, with a Circle Pacific tariff filed for authorisation in the numerous countries involved.

7.
Please state your view, if any, on whether APEC might co-operate with other multilateral fora or regional associations on liberalising tariffs.
A mandated review of air transport services under the General Agreement on Trade in Services of the World Trade Organisation has commenced.  New Zealand is advocating that the review be broad in scope and result in concrete steps to liberalise air transport.  New Zealand believes there may be value in APEC and the WTO sharing ideas on, inter alia, measures to liberalise airline tariffs arrangements and related competition regulation issues.

8.
Please provide any additional “think pieces” relating to liberalisation of tariffs that your economy has developed on its own or in conjunction with other APEC economies.

None available.











Attachment 1






Tariffs

Prices for international air transport operated pursuant to this Agreement shall not be required to be filed with the aeronautical authorities of either Party.











Atachment 2





Tariffs

(1)
Prices for international air transport operated pursuant to this Agreement may be required to be filed with the aeronautical authorities of either Party for notification purposes.

(2)
Intervention by the aeronautical authorities shall be limited especially to:


(i)
preventing unreasonable discriminatory tariffs or practices;


(ii)
protecting consumers from tariffs that are unreasonably high or unreasonably restrictive due either to their abuse of a dominant position or to concerted practices among air carriers; and


(iii)
protecting airlines from tariffs that are artificially low because of direct or indirect government subsidy or support.
