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IMPLEMENTING THE EIGHT RECOMMENDATIONS FOR MORE COMPETITIVE AIR SERVICES

BACKGROUND

The APEC Leaders Declaration of 13 September 1999 supported implementation of the eight steps for more competitive air services, and the identification of further steps to liberalise air services in accordance with the Bogor Goals.  The Leaders instructed Ministers to take account of recommendations made by ABAC in their work in 2000. 

This declaration was prompted by ABAC’s letter to the APEC chair before the Leaders’ meeting emphasising the importance of a strong, open and competitive international air transportation network in supporting economic development and offering particular benefits to developing economies.

ABAC recommended that Leaders implement the TPT-WG’s recommendations for more competitive air services with fair and equitable opportunity, giving particular urgency to the high priority recommendations identified, namely: “doing business” issues; including multiple carriers in bilateral agreements; facilitating cooperative arrangements or code-sharing between airlines; and removing barriers to air freight services; as well as identifying and implementing further steps to be taken by APEC economies towards the removal of barriers to trade and investment in air services in line with the Bogor Goals.  

The APEC Air Services Group’s report on the options for more competitive air services with fair and equitable opportunity is at Attachment A.  The 13th TPT-WG in Mexico City in April 1998 endorsed the report and recommended that member economies provide progress reports on the implementation of the recommendations on a voluntary basis.  

The 16th TPT-WG convened in Hong Kong in November 1999 undertook to identify the extent to which implementation of the eight recommendations had been achieved and to determine further steps for liberalisation.  

It was agreed that Australia would survey member economies on the extent to which they have implemented the eight recommendations for more competitive air services.  The questionnaire and a summary of the responses is at Attachment B.

THE FINDINGS

Analysis of the responses to the questionnaire provides a useful measure of the extent to which APEC economies have implemented the eight recommendations of the Air Services Group which were endorsed at TPT-WG 13.  Fifteen economies responded to the questionnaire.  

The responses to the questionnaire indicate a high degree of common interest by APEC member economies in including liberal provisions in air services agreements.  This is particularly strong in the areas of multiple designation, doing business matters, cooperative airline arrangements, charter services and air freight.  

Responses to the questionnaire also show that, although there appears to be a wide acceptance of the benefits of the on-going liberalisation of air services, the degree to which the recommendations have been taken up varies considerably across APEC economies.  

THE KEY FEATURES OF THE QUESTIONNAIRE RESPONSES

Recommendation 1: Air carrier ownership and control

Responses to the questionnaire indicate that there is widespread experience of provisions other than substantive ownership and effective control.  

Substantial ownership and effective control however remains universally accepted.

Recommendation 2: Tariffs

Responses to the questionnaire indicate that most economies are relaxing their tariff clauses or have experience of more liberal outcomes than double approval tariff clauses.  

Recommendation 3: Doing business matters

Responses to the questionnaire indicate that most economies can remove impediments to doing business matters and in most cases foreign airlines are afforded the same treatment as the economy’s national airline(s) on questions raised in this questionnaire.

Recommendation 4: Air freight

Responses to the questionnaire indicate that most respondents have experience of separate, and often more liberal, freight arrangements from passenger services.  The majority of respondents also indicated that they permitted foreign ownership of transport/facilitation businesses.  

Most respondents report adequate infrastructure for freight requirements and flexibility in inter-modal operations.  However, relatively few respondents reported provision for inter-modal transfer of freight.

Recommendations 5: Multiple airline designation

Responses to the questionnaire indicate that respondents accept multiple designation although in some instances this is on a case by case basis.

Recommendation 6: Charter services

Responses to the questionnaire indicate that there is overwhelming acceptance of charter operations for both passenger and freight services.  However the majority of respondents see charters as supplementing or complementing scheduled services, rather than competing with them.  

Recommendation 7: Airlines’ cooperative arrangements

Responses to the questionnaire indicate that most respondents have experience of relatively liberal code share arrangements.

Half of the respondents noted that their domestic competition laws can now override the provisions of individual air services agreements.  

Recommendation 8: Market access

Responses to the questionnaire indicate that respondents were more inclined to liberalise capacity than route rights, and 5th freedom rights are more likely to be constrained.

CONCLUSIONS 
One clear conclusion that can be drawn from responses to the questionnaire is that there are enough economies interested in taking a liberal position on each of the eight recommendations for further work to be done in APEC on aviation liberalisation through the Transport Working Group.

The survey also suggests a reluctance on the part of some economies to move forward on a several of the recommendations.  This approach is driven, in part, by a wide range of often legitimate considerations such as infrastructure constraints and the relative competitive position of national airlines. APEC Economies may also have legitimate concerns about the timing and direction of either liberalising market access for international airlines bilaterally or moving it beyond the bilateral system and into regional agreements.  However, there will also be occasions where policy change is delayed simply because concepts are new and not fully understood or there is uncertainty about the economic implications of change.  

To achieve the outcomes required by the September 1999 Leader’s Declaration, it is important that each economy has the opportunity to review its approach with the benefit of a full and detailed analysis of the potential benefits and costs of implementing each of the eight options.  It is not clear that this information is currently available in a form that will assist economies to a deeper understanding of the eight options.

A more detailed understanding of the potential impact of each of the options would be assisted by encouraging a wider debate which might include not only APEC economies but also academic institutions, airlines and other sections of industry within APEC.

There is also support among a number of economies for the development of a plurilateral accord on aviation within APEC.  The benefits of such an approach appear to be self evident, particularly as the possibility of regional accords elsewhere become more likely.

Responses to the questionnaire suggest that it should be possible to develop a plurilateral accord that accommodates the eight recommendations, which can operate as a supplement to the bilateral agreements of each economy.  Equally, consideration could be given to expanding beyond the eight options the matters included in plurilateral accords, subject to the following principles:

· new items would be added only on a consensus basis

· movement toward a plurilateral accord should be inclusive.  That is, no APEC economy should be excluded from being able to participate in the outcome.

· once any APEC economy decides to follow the process eventually decided on by the TPT-WG, it should be easy to implement and transparent to other economies; and 

· any outcome from this process should be exclusive to APEC economies, unless all APEC economies decide otherwise. 

PROPOSAL FOR FURTHER WORK

In order to bring together the various elements described above and to create a framework that addresses the Leaders instructions, Australia suggests that 

TPT - WG 17 consider the following proposals:

1. Each of the eight options be subject to a detailed and open review to fully examine benefits and costs associated with the option.  An objective of the review would be to consider how each option might be addressed in an APEC plurilateral accord on air services.

2. To manage the work associated with this exercise, eight individual economies are invited to each sponsor one of the options for further review.  This would not preclude joint leadership of a project or any other means of cooperation between economies. 

3. Each APEC economy would be invited and encouraged to make submissions on the deeper implications of each of the eight recommendations and to invite their academic institutions, airlines and industry to participate in that discussion.  Submissions might also address plurilateral drafting issues and issues beyond the eight options, on the understanding that issues beyond the eight options would ultimately be subject to the consensus test.

4. Each sponsoring economy will present a synopsis of views and submissions it has received to TPT-WG 18 identifying also the potential benefits of, and barriers to the plurilateral implementation of the recommendation.

5. TPT-WG 18 will, in turn, present these synopses as a report to SOM on progress on implementing the aviation elements of the Leaders’ Declaration.

6. Those economies that are willing to sponsor a recommendation for further work, be asked to indicate their willingness to do so at TPT-WG 17.

7. TPT-WG 18 would decide on the next phase of implementing the recommendations.

Attachment A

APEC AIR SERVICES GROUP ON MORE COMPETITIVE AIR SERVICES WITH FAIR AND EQUITABLE OPPORTUNITY 

COMPREHENSIVE REPORT ON THE OPTIONS

Background

The APEC Air Services Group, at its meeting in Singapore in October 1995 identified eight options for more competitive air services with fair and equitable opportunity for all member economies, as a follow-up to the APEC Transportation Ministers' directive at their 1st Meeting in Washington DC in June 1995.  There was general agreement among the APEC Air Services Group that for the foreseeable future, the bilateral system offers the best prospects for further development of more competitive air services, while allowing fair and equitable opportunity for all member economies.

2
The eight options were endorsed by the APEC Transportation Ministers at the 2nd APEC Transportation Ministerial Meeting in Victoria, Canada in June 1997.  APEC Transportation Ministers further instructed the Transportation Working Group to reconvene the Air Services Group (ASG) "to analyse and prioritise the eight options and prepare, on a consensus basis, a recommendation on the options to be developed and how they should be implemented".  APEC Transportation Ministers also directed "the Transportation Working Group to submit for their consideration, by mid-1998 a comprehensive final report including recommendations on options to be implemented by each member economy as developed on a consensus basis by the Transportation Working Group".  Singapore was nominated to chair the Air Services Group.

3 Two ASG Meetings were convened in Singapore on 14-16 October 1997 and 

25-26 February 1998.  Papers from 12 economies were discussed at the Meeting in October 1997, and another set of papers from 16 economies was discussed at the Meeting in February 1998. Details of the meetings are recorded in the Chair's Report dated 16 October 1997 and 26 February 1998.

Guiding Principles for Developing and Implementing Options for Competitive Air Services with Fair and Equitable Opportunity

4
The ASG recognised that when proceeding with the discussion on options to be developed and how they should be implemented, fundamental guiding principles addressed in the Bogor Declaration, Osaka Action Agenda and other relevant documents should be kept in mind.

Prioritisation of Options

5
The eight options were prioritised under three categories, i.e. high, medium and low priority, based on the ease of implementation for each of the options.

Recommendations on Options

6
The ASG reached consensus on the following prioritisation and recommendations for the eight options:

Option 1: Air carrier ownership and control

Recognising that cross-border investments can promote economic cooperation and competition and benefit both carriers and consumers, the ASG:

(A)
noted the results of the January 1998 survey on APEC economies' policy and practices on ownership and control of their designated air carriers at Attachment 1.  The survey showed that most economies required national airlines to be substantially owned and effectively controlled by their own nationals, and that with regard to their bilateral partners, the substantial ownership and effective control clause was prevalent in most bilateral air services agreements; and 

(B)
noted the recommendation by the ICAO Air Transport Regulation Panel in June 1997:

That States wishing to accept broadened criteria for air carrier use of market access in the bilateral or multilateral air services agreements agree to authorise market access for a designated air carrier which: 

(a) has its principal place of business and permanent residence in the territory of the designating State; and

(b)
has and maintains a strong link to the designating State.

(C)
recommended that APEC economies give consideration to relaxing the ownership and control requirements when considering designation made by partners under bilateral air services arrangements on a case-by-case basis.  The ICAO Air Transport Regulation Panel's formulation could be used as a guide/option.

This recommendation is categorised as medium priority.

Option 2: Tariffs

The ASG recommended that APEC economies support the removal or progressive easing of tariff regulations through the bilateral air services arrangements where this promotes competitive pricing to the benefit of consumers.  A double disapproval regime could be considered.  Consideration could also be given to the elimination of formal filing requirements.  Where filing is required, electronic filing could be considered.

This recommendation is categorised as medium priority.

Option 3: Doing Business Matters

The ASG recognised that the maintenance and development of competitive air services is often dependent on minimising restrictions and discriminatory practices on "doing business", for example, ground handling arrangements, currency conversion and remittance of earnings, employment of non-national personnel, sale and marketing of air services products and access to computer reservation systems.  

The ASG recommended that APEC economies work towards removing impediments to “doing business" matters whether under bilateral agreements or in domestic laws and by-laws, using as guidance the model clauses developed by the ICAO Air Transport Regulation Panel, or through other means.

This recommendation is categorised as high priority.

Option 4: Air Freight

Noting that the current framework of bilateral agreements has generally worked well to provide the necessary capacity and route alternatives for the carriage of air freight; and 

recognising that the facilitation and enhancement of air freight services and related activities can assist in:

promoting trade by APEC member economies; and

complementing broader efforts being made by APEC member economies to better facilitate trade within the region;

the ASG recommended that APEC economies progressively remove restrictions in the operations of air freight services while ensuring fair and equitable opportunity for the economies involved.  One means of doing so would be to include, where appropriate, provisions for additional flexibility and capacity for air freight services in air services arrangements between APEC economies.  

The ASG also reached general consensus that adequate physical infrastructure, flexibility in intermodal operations and implementation of business-friendly procedures are important to the development of air freight services.

The ASG agreed to categorise this recommendation as high/medium priority, as this option involves elements on Doing Business Matters (Option prioritised as high) and Market Access (Option prioritised as medium).

Option 5: Multiple airline designation

Noting that the growth in the number of airlines providing services within the region adds to competition and provides greater choice for consumers, the ASG recommended that APEC economies include, as appropriate, multiple airline designation in their bilateral air services agreements.

This recommendation is categorised as high priority.

Option 6: Charter services

The ASG recommended that APEC economies allow and facilitate the operation of both passenger and freight ad hoc charter services which supplement or complement scheduled services, having regard to the principle of reciprocity, as appropriate. 

This recommendation is categorised as medium priority.

Option 7: Airlines' cooperative arrangements

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 is categorised as high priority.

Option 8: Market access

The ASG reached general consensus to recommend that APEC economies take an approach to progressively achieve more liberalised market access under their bilateral air services arrangements, while ensuring fair and equitable opportunity for the economies involved.

This recommendation is categorised as medium priority.

Follow-up

7
The Air Services Group discussed the importance of having some mechanism to monitor and report on the progress of implementation of the eight options across APEC economies. The Group agreed that such issues would be for the Transportation Working Group to decide.

(26 February 1998)

Attachment B

APEC MATRIX QUESTIONNAIRE

RECOMMENDATION 1:
Air carrier ownership and control



Responses to this question
YES
NO
Case by case

Question 1.
Has your Economy relaxed the ownership and control requirements when considering designation made by partners under bilateral air services arrangements?


15
4
5
6

Question 2.
Which of the following designation criteria has your Economy accepted:







a)
substantial ownership and effective control;


15
15



b)
principal place of business and permanent place of residence;


13
3
3
7

c)
place of incorporation;


11
1
7
3

d)
any other criteria (please describe).


7
2
4
1

RECOMMENDATION 2:
Tariffs



Responses to this question
YES
NO
Case by case

Question 1.
Has your Economy removed or progressively eased tariff regulations through the bilateral air services arrangements?


15
9
2
4

Question 2.
Has your Economy required airlines to lodge tariffs for approval? 


15
10
2
3

Question 3.
Has your Economy allowed airlines to file tariffs electronically? 


15
7
8


Question 4.
In your air services arrangements with APEC members has your Economy permitted:







a)
double disapproval tariff clauses;


12
6
5
1

b)
double approval tariff clauses;


13
12

1

c)
no formal filing requirements;


13
5
6
2

d)
country of origin tariff clauses;


10
3
6
1

e)
other: (please describe).

eg tariff filing for notification purposes only 


9
4
4
1

RECOMMENDATION 3:
Doing business matters


.
Responses to this question
YES
NO
Case by case

Question 1.
Has your Economy removed impediments to “doing business” matters, whether under bilateral agreements or in domestic laws and by-laws?


15
10
2
3

Question 2. 
Has your Economy treated foreign airlines on terms equal to those afforded to your Economy’s airline(s) in respect of: 







a)
ground handling;


15
12
2
1

b)
currency conversion and remittance of earnings;


15
15



c)
employment of non-national personnel;


15
14
1


d)
sale and marketing of air services products;


15
14
1


e)
access to computer reservation systems;


15
14
1


f)
aircraft repair and maintenance services;


11
10
1


g)
payment of local expenses;


11
11



h)
immigration and customs procedures.

 
11
11



Question 3.
Have the “doing business” clauses in your Economy’s air services arrangements with other APEC Economies been consistent with ICAO ATRP model clauses?


14
9
2
3

RECOMMENDATION 4:
Air freight


Responses to this question
YES
NO
Case by case

Question 1.
Has your Economy made separate provisions for freight and passenger capacity on a reciprocal basis in your air services arrangements with APEC member Economies? 


15
7
2
6

Question 2.


Has your Economy made provision for additional flexibility for dedicated air freight services in air services arrangements on a reciprocal basis with APEC economies? 


15
5
2
8

Question 3.
Has your Economy permitted for air freight on a reciprocal basis: 







a)
unrestricted capacity;


15
6
3
6

b)
unrestricted routes;


15
5
4
6

c)
unrestricted traffic rights at intermediate points;


15
5
7
3

d)
unrestricted traffic rights at beyond points;


15
5
7
3

e)
unrestricted aircraft type;


15
9
1
5

f)
unrestricted designations;


15
7
5
3

g)
7th freedom services.


15
4
10
1

Question 4.
Has your Economy implemented business friendly procedures for handling air freight?

 
15
10
2
3

Question 5


Does your Economy permit foreign airlines and foreign companies to own or operate:







a)
freight forwarding businesses;


12
5
3
4

b)
ground transport businesses;


11
5
3
3

c)
warehousing businesses;


12
6
3
3

d)
customs brokerage businesses.


11
4
4
3









Air freight
Responses to this question
YES
NO
Case by case

Question 6.
Is physical infrastructure sufficient to meet current and future demand for air freight in your Economy?


15
10
3
2

Question 7.
Is flexibility in inter-modal operations sufficient to meet current and future demands for air freight in your Economy?


15
12
3


Question 8.
Has your Economy made provisions in air services arrangements with other APEC Economies for inter-modal transfer of freight?


13
3
7
3

RECOMMENDATION 5:
Multiple airline designation


Responses to this question
YES
NO
Case by case

Question 1.
Has your Economy included multiple airline designation in its air services arrangements?


15
11

4

RECOMMENDATION 6:     Charter services


Responses to this question
YES
NO
Case by case

Question 1.
Has your Economy allowed the operation of ad hoc passenger charter services? 


15
14

1

Question 2.
Has your Economy allowed the operation of ad hoc freight services?


15
15



Question 3. 
Has your Economy facilitated the operation of ad hoc passenger charter services?


15
14

1

Question 4. 
Has your Economy facilitated the operation of ad hoc freight charter services?


15
13

2

Question 5.
Has your Economy approved passenger charter operations with more than one service (a program of charters)?


14
10
2
2

a)
If yes:

Has your Economy limited the period over which the program can operate? and/or


11
8
1
2

b)
Has your Economy limited the number of services that the program can operate?


11
6
3
2

Question 6.
In considering passenger charter operations for approval has your Economy allowed  charters to: 







a)
complement scheduled passenger services;


15
14
1


b)
supplement scheduled passenger services;


14
12
2


c)
compete with scheduled passenger services.


12
4
6
2


Charter services
Responses to this question
YES
NO
Case by case

Question 7
Has your Economy approved freight charter operations with more than one service (a program of charters)?


13
9
1
3

a)
If yes:

Has your Economy limited the period over which the program can operate? and/or


11
9
1
1

b)
Has your Economy limited the number of services that the program can operate?


11
7
3
1

Question 8.
In considering freight charter operations for approval has your Economy allowed charters to: 







a)
complement scheduled freight services;


15
14
1


b)
supplement scheduled freight services;


14
13
1


c)
compete with scheduled freight services.


12
4
6
2

Question 9
Has your Economy permitted airlines the option of complying with the charter regulations and rules either of its homeland or the bilateral partner? 


12
2
8
2

RECOMMENDATION 7:
Airlines’ cooperative arrangements


Responses to this question
YES
NO
Case by case

Question 1.
Has your Economy permitted cooperative arrangements such as code sharing, including third-country code-share and code-share over domestic sectors, joint operations and bloc space arrangements on a reciprocal basis?


15
8
1
6

Question 2.
Has your Economy agreed to air services arrangements which permit code share or other cooperative arrangements on a reciprocal basis:







a)
between same country carriers;


15
11
1
3

b)
between 3rd and 4th freedom carriers;


15
11

4

c)
3rd country code share;


15
8
1
6

d)
code share over domestic sectors.

(3 na responses)
14
6
3
2

Question 3.
Does your Economy have domestic competition laws that can override or qualify air services arrangements that permit code share?

(1 na response)
15
5
7
2

RECOMMENDATION 8:
Market access



Responses to this question
YES
NO
Case by case

Question 1.
Has your Economy provided more liberal market access under its bilateral air services arrangements on a reciprocal basis for passenger services?

(Market access for freight services is covered under Recommendation 4.)


15
7
2
6

Question 2.


In your air services arrangements with APEC Economies has your Economy permitted on a reciprocal basis: 







a)
unrestricted capacity;


15
6
3
6

b)
unrestricted routes;


15
6
5
4

c)
unrestricted traffic rights at intermediate points;


15
6
7
2

d)
unrestricted traffic rights at beyond points; 


15
6
7
2

e)
unrestricted aircraft type;


15
8
2
5

f)
unrestricted designations;


15
8
4
3

g)
7th freedom services.


15
3
12


Question 3.
Has your Economy adopted a more open system for secondary gateways than primary gateways?

(3 na responses)
14
3
6
2

Total number of responses received 15

