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Consolidation of Air Industry

The air industry has experienced great reforms during the 90’s. Early in this decade the industry became totally private, plenty deregulated and more open to domestic and international competition. As a result, many new operators arrived, competition was harder and tariffs went down; but their standards of performance were unsatisfactory.  Therefore, many carriers suffered financial problems and their situation was even more aggravated, because of  the crisis of 1995.

In order to support the industry, aviation authorities implemented a new legislation, helped to solve financial problems and revised bilateral agreements. These changes were beneficial: today the industry is stronger and its performance is better. However, the main carriers, Aeromexico and Mexicana,  until now  enrolled in a convenient partnership, will have to work in a separate way in a few months. This can make more difficult the process of consolidation and make slower the progressive liberalization of air transport. 

Air Services Group Recommendations

The following information summarizes the status in Mexico regarding the eight recommendations of the ASG:

1. Air Carrier Ownership and Control

Mexico’s current designation criteria are substantial ownership and effective control, as well as principal place of business and permanent place of residence. These have allowed a more equitable concurrence among the different carriers.

In the past, our country negotiated in some cases based on other criteria that gave way to the awarding of rights in non-equivalent markets. This situation  provoked structural problems in our industry, in view of which we presently conduct negotiations with an approach to preserve real and effective reciprocity, in markets that are economically equivalent

2. Tariffs

For the time being, Mexico includes double approval clauses in its bilateral agreements. In order to ease  this regulation, submission of tariffs for approval must be done 30 days before (instead of 45) and the request for their prior publication in the Official Gazette was eliminated.

Double disapproval has not been adopted because of the need to prevent predatory pricing or cross-subsidization, which could endanger the abovementioned process of fortification of national carriers.

We consider that national airlines are still in a process of consolidation after the crisis experienced in 1994-95, so tariff regulations removal will not be possible until airlines reach a more stable position. However, in the future, after these difficulties could be overcome, Mexico could consider a different approach. 

Electronic filing is not permitted yet because our legal and technical restrictions. However, legislation has changed and we are working on a project for an electronic filing system, that should be working within a 5 years timeframe.
3. Doing business matters

In general, Mexico offers an open, non discriminatory environment for foreign carriers to do business, with just few exceptions. One of them refers to employment of non-national personnel. But foreign and national airlines receive equal treatment in the most topics. 

4. Air Freight

Negotiations on air freight are based on a case by case basis and reciprocity and equivalent markets criteria. In all bilateral agreements, there are separate provisions for freight and passengers markets, but the easing of restrictions is working gradually in both markets. In general, business procedures are friendly. But Mexico recognizes that some restrictions should be eliminated and custom procedures should be facilitated. Foreign operators can do business in Mexico, once they accomplish with national investment request. Nowadays, Infrastructure does not seem a hard problem, but it could be a problem in the future, in front of  the outstanding dynamism of air freight. 

5. Multiple Airline Designation

Airline designation is analyzed case by case. Depending of the case, we have negotiated single, double or multiple designation (only for air freight services). In fact, It has been a success when the number of designations has been defined route by route.

We consider that multiple designation as a general rule could bring some disequilibrium in operations because some countries have not competitive fleets. However, this could be negotiated on a bilateral basis, with each APEC country.  

6. Charter Services

Mexico has an open policy towards 3rd./4th freedom in charter services approving them routinely upon application and on the basis of reciprocity. Current restrictions refer only to traffic rights. Agreements with Chile, USA and Canada, with very few restrictions, have been successful, because they have facilitated and promoted charter services among our economies.  A more liberal policy could bring additional benefits, on a basis of reciprocity and a gradual approach.    

7. Airlines’ Cooperative Arrangements

Mexico supports open cooperative arrangements, including with third country carriers. Because of their benefits, there are few limitations and approval is not needed, except for information purposes.

8. Market Access

As a general approach, Mexico seeks an exchange of 3rd/ 4th freedom rights as open as possible. Exchange of 5th. freedom rights is very restricted and subject strictly to reciprocity and equivalent markets. Normally capacity provisions are negotiated on a case by case basis. However, agreements with some APEC economies have been productive in attaining more liberal capacity provisions.

