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Competition in the Air Transport Sector

From restricted to liberalised regimes

o i :
> amount of trafﬁc ex post facto — through inter state
consultations and adaptations of b}at&uus

=
= Open market, subject to market access restrlctl‘ons achieved in
the US and EU internal markets, and in international markets:
EU-US; EU-Canada and US made Open Skies agreements w1th

s L for instance,,the Republic of Korea. 3
— - . B .

— = See also other international ‘markets’ UK—Singapore; Australia-
New Zealand; Argentina-Uruguay; Korea-Canada

= Operation of domestic services by foreign carriers mostly forbidden
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Competition in the Air Transport Sector

II. Current industry dynamics using opportunities of liberalised regimes and
sometimes circumventing regulatory constraints:

> )
=Cross border investments (Delta / Virgin At;é‘ﬂuyﬁﬁ_ﬁ;ad /air berlin/Alitalia)

=Establishment of daughter companies in other cduﬁfrieﬂs;_gr joint venttuires with
other airlines (Air Asia, based in Malaysia, in Indonesia, Japan, India); Lan
Chile (1n Peru, Argentma Colombia, Ecuador, Brazil [LanTam]-}

- - -
. - .

- -Prohferat1on of low cost’ carr1ers WorldW1de

"Most if not all of these undertakings requiring attention from competition
authorities
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Competition in the Air Transport Sector

III. The management of competition on international air services

=Cc are acquiring a ro
operation of air services on domestic marke
international markets

, to begin with respect to the
a limited extent,

-

L
"Question of overlapping jurisdictions as air transport is a cross-border,
worldwide undertaking

- Xt . s Y- - i . . .t .w" .:‘
== =For the time being reliance on ‘effects’ doétrine, ‘positive comity’ arrd .
— agreements between competition authorities

»See Air Freight Cartel cases
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Competition in the Air Transport Sector

IV. Airline behaviour affecting competition

=Abuse of a dominant position: dﬁu;n_pink&%ity, predatory pricing,
refusal to interline ik

»State aid — only forbidden in the EU; is not ‘airline Béha;fiour’ and .
should be regarded as a trade and policy instrumfnt affecting.-

- competition. ° A ' . . . . .

So what is ‘ fair competition’ absent global governance of competition in
a basically cross border economic activity?
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Competition in the Air Transport Sector

V.ICAQO’s work in the field of competition (1)

t of the ntroc uction and maintenance of excess capacity.
_ 0 “insure that the rights of contracting States are fully respected
that every contractmg State has a fai Jppm to operate international
airlines” (Art. 44(f)). | i N
= [CAOQO cautiously supports the establishment of ‘core principles’* affecting “fair -
competition - prudently because not all of its contracting States support it explicitly
or impHhcitly. -~ . . s -

"Avoidance of conflict between competltlon law regimes and’ Air Services
Agreements (ASAs).

.
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Competition in the Air Transport Sector

V.ICAQO’s work in the field of competition (2)

) r instance in the ’Template Air Services

ses, an Article on ‘Fair Competition, a ‘step by step’

\ccount the stage of development of its Member States.

: and subsidies granted to air carriers Wed by one side while the same

or similar subsidies are not granted to carriers desi by the other party “may
distort trade in international air services and may constltute unfajr practices”
(Conclusion of ICAO ATConf/5); -

= ICAO fosters cooperation between competition authorltles on a b11atera1 regional or

—~multilateral'level. * A | . . . . ]

= JCAO’s engagement with the gathering and analysis of competition laws and
enforcement actions worldwide.
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Competition in the Air Transport Sector

VI. Concluding remarks:

e rrecting anti-competitive

veen competition law regimes and international air transport
regimes remains complicated = _ = —

»Regional approaches are gaining importance, in aliiparts of the world: EU;,
Africa (COMESA, EAC and SADC); ASEAN <l

=State aid-is.a controversial subject, affecting EU androther Ziirlir}é:'s

- =ICAO is examining the subject, and makes proposals to move forward
liberalisation of air transport services, with no substantial role for
WTO/GATT/GATS
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