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INTRODUCTION





	The Transportation Working Group (TPT-WG) fosters development in the Asia-Pacific region through recommendations to increase the efficiency, sustainability and safety of the regional transportation system. The vast distances that characterize the Asia-Pacific region and the dynamic growth of its economies highlight the importance of an efficient air transportation system to guarantee further development. 





	Air transport will continue to play an important role in the economic development of economies and the region as well as to support other industries, in particular trade and tourism. Economic development and mobility/accessibility within the region very much depend on the improved and competitive air services/linkages serving/linking different parts of the APEC region. 





BACKGROUND





	In 1995 the APEC Transportation Ministers directed the establishment of the APEC Air Sservices Group (ASG) to examine the matter of more competitive air services with fair and equitable opportunity for all member economies in the APEC region.  In 1995 the ASG identified eight options for achieving more competitive air services, and held additional meetings in 1997 and 1998. The ASG's February 1998 report adopted recommendations for action on the eight options, including their relative priority.  The Transportation Working Group (TPT) endorsed the ASG's report and requested member economies to provide voluntary reports on implementation of the eight recommendations for liberalization.








THE AUCKLAND CHALLENGE


APEC ECONOMIC LEADERS’ DECLARATION 


AUCKLAND , NEW ZEALAND, 13 SEPTEMBER 1999





	APEC Economic Leaders, during the APEC Summit held in Auckland, New Zealand in September 1999, issued a declaration endorsing the APEC Business Advisory Council's recommendations regarding air services and instructed Ministers to take these into account during their work in 2000. 


	


	In their Declaration, the APEC Leaders stated:


	


	“We support 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. Tourism and air services have a large contribution to make to development and community in the region.”





FOLLOW-UP ACTIONS TO THE LEADERS’ DECLARATION





	In response to the Leaders’ Declaration, the APEC Transportation Working Group, at its 16th Meeting held in Hong Kong, China in November 1999, discussed follow-up actions to be taken and agreed to initiate the following programme: 





1.	An evaluation matrix will be prepared to enable the next TPT Working Group to further examine the eight options for air services;





2.	All member economies are urged to submit written voluntary reports on how they are implementing the Air Services Group's eight options so that a factual analysis can be prepared; and





3.		Any economy or group of economies interested in participating in the development of think-pieces for further steps for the liberalization of air services should submit their inputs for discussion at the 17th TPT-WG meeting. 








PROPOSED FURTHER STEPS TO LIBERALISE AIR SERVICES 


	


	Due to the vast distances that characterize the Asia-Pacific region, economic development and mobility and accessibility within the region very much depend on improved and competitive air services and linkages serving and linking different parts of the APEC region. In this regard, transport officials may need to consider taking bold measures for the improvement and development of competitive air services to promote greater economic integration in the APEC region.  In response to the call for think pieces, we are submitting the following concepts for implementing the ASG's Recommendations and identifying further steps for the liberalisation of air services.





The contributors to this think piece propose these concepts, which are not intended to be mutually exclusive, as starting points for discussion.  While we are not collectively endorsing the specific, illustrative details of each concept, nevertheless we believe that the concepts themselves could significantly advance aviation liberalization in the APEC region, and are worthy of full discussion and exploration at TPT-17.








Concept 1 - Phased And Progressive Liberalisation Of Air Services





	Considering different stages of air services development and strength of airlines in the APEC region, a phased and progressive liberalisation of air services could be acceptable on a broad basis and give priority to market access between points in the APEC region that will stimulate tourism and air freight industries, and enhance trade and commerce.


	


	Trade liberalization efforts alone are insufficient to generate trade expansion.  Expansion of trade requires competitive transport services including air services. Improved and competitive air services are expected to stimulate the tourism industry, generate multi-focus tourism corridors, promote, develop and enhance trade and commerce in the region. 





	An illustrative progressive-liberalisation agreement would open up market access in the following sequence:


	


	Phase One


	


	1.	A more liberal air services arrangements would start with point-to-point services (3rd and 4th freedom traffic rights). Each economy would have the flexibility to determine point/points or route/routes that it wishes to liberalise. 


	


	2.	An Economy may unilaterally allow 5th freedom traffic rights for one or more of its points.


	


	


	Phase Two


	


	1.	For point-to point services, restrictions in frequency, capacity and aircraft type would gradually be lifted. The number of points and routes would also be increased. 


	


	2.	In addition to the 3rd and 4th freedom traffic rights proposed above, each economy would also designate at least one point allowing fifth (5th) freedom traffic rights.


	


	Phase Three


	


	1.	Open 3rd and 4th freedom traffic rights for all points in the APEC region.


	


	2.	Gradual increase in the number of points allowing 5th freedom traffic rights.





	3.	At least one point allowing 7th freedom traffic rights.


	


	Phase Four 





	1.	Open 5th freedom traffic rights for all points in the APEC region.


	


	2.	Gradual increase in the number of points allowing 7th freedom traffic rights.


	


	Phase Five


	


Open 7th freedom traffic rights for all points in the APEC region.





The above proposal is summarised below:





Time- Frame�
3rd and 4th Freedom�
5th Freedom�
7th Freedom�
�
Phase One�
At least one point�
Unilateral designation of point(s)�
�
�
Phase Two�
Gradual Lifting of restrictions in frequency, capacity and aircraft type.


Increase in points.�
At least one point�
�
�
Phase Three�
Open�
Gradual Lifting of restrictions in frequency, capacity and aircraft type. 


Increase in points�
At least one point�
�
Phase Four�
�
Open�
Gradual Lifting of restrictions in frequency, capacity and aircraft type.


Increase in points�
�
Phase Five�
�
�
Open�
�



During each Phase, an APEC-wide agreement would not supersede more liberal agreements between specific APEC economies.








Concept 2 - Setting Time-frame for the Implementation of Liberalisation of Air Services





	APEC Economic Leaders supported the 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. Implementation of the eights steps as well as other steps that APEC undertakes would be enhanced by agreeing on a time-frame. In this regard, it is proposed that a time-frame be set for the implementation of the eight steps. 








Concept 3 - Encouraging And Promoting Air Services To Assist The Development Of Less-Densely Populated And Less Developed Cities In APEC


 


	The APEC Air Services Group reached general consensus to recommend 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 airlines(s), and where there are no anti-competitive effects, and where fair and equitable opportunity can be ensured. This recommendation provides the basic authority for airlines to enter into cooperative partnerships or alliances.  





	Strategic alliances are known to bring a number of benefits to airlines, travellers and shippers. Through strategic alliances, airlines have been able to expand their networks overseas without having to provide their own services for new routes or operating additional flights. Airlines have been able to extend their global reach without having to invest new resources. Airlines have been able to offer lower fares to travellers and shippers.





	In line with the Common Policy Concepts for transportation which state, among others: "The development of the transportation sector in the APEC region should promote equitable economic development in the APEC region to help people of all economies in the region share the benefits of economic growth", the TPT-WG, in developing more liberal and flexible air services arrangements, should also give due consideration in encouraging and promoting air services to assist the development of less-densely populated and less developed cities in APEC.





	Because of small, local and thin international markets and less developed local economies, a number of small cities in the APEC region are either less-frequently served by international air services or irregularly served by domestic airlines. Development of air services to these small cities would link local communities to global networks. Such development of air services is believed to be possible through strategic alliances between mega carriers and airlines providing air services to those small cities. Strategic alliances between mega carriers and those small carriers would not only enable small carriers to expand their services to rural cities but also in some instances also assist in sustaining their operations. 





	Through such alliances, less-densely populated and less developed areas could be linked by air. It is also expected that through such strategic alliances mega carriers would be able to feed their passengers to those airlines serving those small cities. Such alliances would assist in the development of new routes to new destinations not served before and would bring economic development to the areas. In this regard, strategic alliances between mega carriers and those airlines providing air services to small cities in the APEC region should be encouraged and promoted.





	Such strategic alliances would bring considerable benefits including technology transfer, transfer of know how, raising the level of skills and expertise, and raising standards of service. It would also help small airlines to be more competitive. 


	





Concept 4 - A “Plurilateral Club” among Like-Minded Economies





	Proposal 1 (Phased And Progressive Liberalisation of Air Services) would implement gradual liberalization of air services APEC-wide. However, it is proposed that any two or more APEC like-minded member economies could initiate co-operative arrangements between and among them so as to accelerate the liberalization of air services within the APEC region. Such a “plurilateral club” should be encouraged whereby those economies that are not yet ready to participate may join at a later date. 





	The inherent limitations of bilateral agreements will make them increasingly inadequate for accommodating the needs of international air transport in the 21st century.  The geographic limitations of bilaterals do not provide the scope for the kind of "seamless" system that airline customers and a growing, globalised economy demand.  Airline networks and alliances are already multilateral or plurilateral, and even a collection of the most liberal bilaterals would likely contain diverse provisions open to variable interpretation and application.  Further, the process of negotiating a series of bilaterals, even if they all conformed to a single "model," would be extremely time-consuming.  Finally, economies may be more willing to offer broad market access and other opportunities implementing the eight recommendations in a negotiating environment where a larger number of parties presents greater reciprocal opportunities than are available in a strictly bilateral setting.





Attached, as possible source material which could contribute elements to a plurilateral agreement, are:





	The New Zealand-Singapore Air Services Agreement, which is similar to  bilateral open-skies agreements between New Zealand and four other APEC economies (Attachment A); and





	A draft plurilateral agreement  based on the United States’ open-skies agreements with eight APEC economies (Attachment B).	





	To show how a plurilateral agreement might work, the illustrative draft  in Attachment B includes modifications to make typical bilateral clauses operate in a plurilateral context - see especially Article 13 (Consultations), Article 14 (Settlement of Disputes), Article 15 (Withdrawal), Article 18 (Entry into Force), Article 19 (Amendment), Article 20 (Responsibilities of the Depositary), Annex I (Scheduled Air Transportation) and Annex II (Charter Air Transportation). 





	Of course, the  content of  any eventual plurilateral agreement would reflect the negotiating process among its parties.
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