Review of Implementation of 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?
The following shows our bilateral tariff regime with APEC economies, and the A filing category@ under DOT regulations:

Countries



Regime

     
     Category
Australia



Country of Origin
      

B


Brunei Darussalam


Double-disapproval


A


Canada



Double-disapproval
          
 
A


Chile




Double-disapproval
         
  
A


People=s Republic of China

Double-approval except         

C

Double-disapproval in zone

Hong Kong, China


Double-approval
            
C


Indonesia



Double-approval  
            
B

Japan




Double-approval   
            
C

Republic of Korea  


Double-disapproval      
          
A


Malaysia



Double-disapproval
           

A

Mexico



Country of Origin


B


New Zealand



Double-disapproval                

A

Papua New Guinea


No agreement



B 


Peru




Double-disapproval                

A

Republic of the Philippines

Double-disapproval in zone,   
B

Country of Origin outside


Russia




Double-disapproval                

A

Singapore



Double-disapproval                

A

Chinese Taipei


Double-disapproval


A 

Thailand



County of Origin                    

B

Vietnam



No agreement                         

B

1a.    If yes, please (i) explain the process of removal or progressive easing that has taken place, and (ii) indicate the benefits and difficulties experienced in the process.

(i) Liberalizing the tariff articles in our bilateral air services arrangements has been an integral part of U.S. international aviation policy for over two decades.  In most cases, the bilateral regime changed from double-approval to double-disapproval.  Our own tariff-approval policies are quite liberal, and even in bilateral markets operating under double-approval or country-of-origin rules, we usually review only the on-demand normal economy fares.  In 1999 we formalized our policy by amending our regulations to exempt carriers from filing passenger fares in specified market categories based on the bilateral regime. 
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Category A: 
Third and fourth-freedom carriers do not file any tariffs for travel to and/or from countries where the United States has air transport agreements in force that contain double-disapproval pricing rules, under which agreement of both parties is required to disapprove an existing or a proposed price, and where the country=s government is honoring the provisions of the aviation agreement and there are no significant bilateral problems. 

Category B:
All third and fourth-freedom carriers must file tariffs only for regulated normal economy fares applicable to travel to and/or from countries without double-disapproval pricing rules, but where there are generally no significant bilateral aviation problems.  In this instance, the Department=s only regulatory concern is the level of normal economy fares set under existing SFFL legislation.  Because carriers frequently make changes in fare levels and rules, we require continued filing of all one-way economy class fares in these markets. 

Category C:  
All carriers must file tariffs for all fare types applicable to travel to/from various markets where pricing initiatives have been frustrated in recent years and/or where the U.S. has other serious bilateral problems and/or very restrictive agreements. 

 The U.S. eliminated cargo tariff filing in all markets in 1995.

(ii) Both carriers and consumers have benefited from more liberal tariff approval policies and bilateral regimes.  Carriers are in a better position to determine the appropriate price for their services than government bureaucrats.  Pricing freedom produces a wider range of price/quality options, allows lower fares for consumers, improves competition, and enables carriers to operate effective yield management systems.  The greatest difficulty has been persuading some of our bilateral partners to forego controls over pricing, given their concern that their carriers would find it more difficult to compete effectively in an open pricing environment.

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

See 1 above.  The U.S. has double-disapproval regimes with 10 APEC economies.

2a.  What is the model provision on this in your bilateral arrangements?

 See attached.
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2a.  Specifically, if you require tariff filing for notification purposes only, would you be               prepared to consider gradually removing such filing requirements within a time-                  frame 1 year, 5 years or 10 years (please specify)?

            N/A

3.  Has your Economy allowed country of origin approval for tariffs in your bilateral air           services arrangements with other APEC economies?
See 1 above.

The U.S. has country of origin regimes with 3 APEC economies.

3a. What are the benefits and difficulties experienced so far?
Country-of-origin has been used most often as a transitional regime from double-approval to double-disapproval.  In recent years we have not favored county-of- origin regimes, believing that as markets are liberalized, moving directly to double-disapproval is fully justified.

4.  Does your Economy allow airlines of APEC Economies to file tariffs electronically?

Electronic filing of passenger fares began in 1989, of fare rules in 1995, and of general rules in 1999.  Under current DOT regulations, where filings are required tariffs must be filed electronically unless an exemption is granted to file on paper.

What have been the benefits and difficulties experienced?

Electronic filing allows much quicker decisions and more efficient processing.  

Saving in printing, distribution and other costs amount to several million dollars per year for DOT and the industry. In a transition from paper to electronic filing, some investment in equipment and staff retraining is required.


What is the model provision on this in your bilateral arrangements or domestic legislation? 

Our tariff regulations are available through the DOT web site (dot.gov), in the Docket Management System, under Docket OST-97-2050.  

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.
We have nothing further to add at this time. 
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6.  Please indicate any further steps to liberalize tariffs that your Economy would like to propose with likely time frame for implementation, taking into account all relevant factors including any that have emerged from the think pieces prepared by some Economics and distributed at TPT-WG 17.
 Allow electronic filing of tariffs within the APEC area.  (1-2 years)

 Do away with all tariff-filing requirements, by agreement with other APEC economies under double-disapproval regimes.  (2 years +)

7.  Please state your view, if any, on whether APEC might co-operate with other

     Multilateral fora or regional associations on liberalizing tariffs.

We would favor expanding the initiatives in 6 above to a broader geographic area.

8.  Please provide any additional think pieces relating to liberalization of tariffs that

     your Economy has developed on its own or in conjunction with other APEC Economies.
We have nothing further to add at this time.

Attachment
ARTICLE 1

(Definitions) 

APrice@ mean any fare, rate or charge for the carriage of passengers (and their baggage) and/or

cargo (excluding mail) in air transportation charged by airlines, including their agents, and the conditions governing the availability of such fare, rate or charge.

ARTICLE 12

PRICING

(1) Each Party shall allow prices for air transportation to be established by each designated airline based upon commercial considerations in the marketplace.  Intervention by the Parties shall be limited to:

(a) prevention of unreasonably discriminatory prices or practices;

(b) protection of consumers from prices that are unreasonably high or restrictive due to the 

     abuse of a dominant position; and

(c) protection of airlines from prices that are artificially low due to direct or indirect                             government subsidy or support.

(2)  Prices for international air transportation between the territories of the Parties shall not be 

required to be filed, unless such filing shall be required for the purposes of implementing a mutual agreement reached under paragraph (3) of the Article.  Neither Party shall require the notification or filing by airlines of the other Party of prices charged by charters to the public, except as may be required on a non-discriminatory basis for information purposes.  Notwithstanding the foregoing, the designated airlines of the Parties shall continue to provide immediate access, on request, to information on historical, existing, and proposed prices to the aeronautical authorities of the Parties in a manner and format acceptable to those aeronautical authorities.

(3) Neither Party shall take unilateral action to prevent the inauguration or continuation of a price proposed to be charged or charged by (a) an airline of either Party for international air transportation between the territories of the Parties, or (b) an airline of one Party for international air transportation between territory of the other Party and any other country, including in both cases transportation on an interline of intra-line basis.  If either Party believes that any such price is inconsistent with the considerations set forth in paragraph (1) of this Article, it shall request consultations and notify the other Party of the reasons for its dissatisfaction as soon as possible.   These consultations shall be held not later than 30 days after receipt of the request, and the Parties shall cooperate in securing information necessary for reasoned resolution of the issue.  If the Parties reach agreement with respect to a price for which a notice of dissatisfaction has been given, each Party shall use its best efforts to put that agreement into effect.  Without such mutual agreement, the price shall go into effect or continue in effect.    

