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KEY ISSUES IDENTIFIED IN THE PAPER 

Issue 1. Relevant markets 

When assessing conduct covered by an authorisation application the ACCC must do 
so in terms of the relevant markets. 

Are the following markets the most appropriate for examining IATA Cargo 
Tariff Coordination:        
 (i) international air transport inbound cargo;   
 (ii) international air transport outbound cargo; and  
 (iii) international commodity markets? 

Issue 2. The counterfactual 

When assessing IATA ‘s application for authorisation the ACCC must compare the 
public benefits and anti-competitive detriment that Cargo Tariff Coordination would 
generate in the future if the authorisation is granted with the position if the 
authorisation is not granted. 

To what extent would international airlines participate in IATA’s Cargo Tariff 
Coordination activities in relation to routes involving Australia if the ACCC 
does not provide authorisation for those activities? 

Issue 3. The scope of IATA Cargo Tariff Coordinating Conference 
resolutions 

IATA has stated that one of the primary roles of IATA Tariff Coordination is to 
establish the commercial basis for multilateral interlining. 

To what extent are the IATA TACT Rules and TACT Rates agreed at IATA 
Cargo Tariff Coordinating Conferences intended to apply to cargo shipped 
online as well as interlined cargo? 

Issue 4. Information sharing 

The Provisions for the Conduct of IATA Traffic Conferences indicate that the sharing 
of information, especially in relation to costs, is an essential part of the tariff 
coordination process. 

Why would it be unreasonable to regard the sharing of knowledge between 
competing airlines at IATA Cargo Tariff Coordinating Conferences as 
resulting in a lessening of competition between airlines? 

Issue 5. Impact on online outbound freight rates 

IATA has stated that one of the primary roles of IATA Tariff Coordination is to 
establish the commercial basis for multilateral interlining. 

The ACCC considers there is reasonable justification for concluding that 
IATA Cargo Tariff Coordination is having an anti-competitive impact on 
freight rates applicable to outbound online air cargo services from Australia.  
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What is the likely extent of detriment associated with this impact currently and 
over the next five to ten years?  

Issue 6. Impact on online inbound freight rates 

Resolutions agreed at IATA Cargo Tariff Coordinating Conferences apply to cargo 
shipped to Australia as well as cargo shipped from Australia. 

Is there any reason why the anti-competitive impact IATA Cargo Tariff 
Coordination is having or likely to have on inbound freight rates is any 
different from the impact it is having or likely to have on outbound freight 
rates? 

Issue 7. Low density cargo 

IATA member airlines have agreed a resolution (Resolution 502) which provides a 
volumetric ratio for determining the weight for freight charging purposes of low 
density cargoes. 

Is there any reason why the ACCC should not conclude that the changes to 
Resolution 502 agreed at the IATA Cargo Tariff Coordinating Conference in 
May 2002, if implemented, would have resulted in increased freight charges, 
the reduced competitiveness of Australian exports in international commodity 
markets and detriment to specific Australian industries through the reduction 
of exports? 

Issue 8: Taking account of future changes to IATA Tariff resolutions 

IATA member airlines have subsequently revoked the change to Resolution 502 
agreed in May 2002 but IATA has foreshadowed it may be re-introduced at a later 
time. 

The ACCC considers it is required to have regard to the potential for future 
changes to resolutions and future new resolutions to impact on the anti-
competitive detriment and public benefit associated with the conduct for which 
IATA has sought authorisations? 

Issue 9. The impact of changes to tariff ‘standards’ 

While IATA has suggested that certain Cargo Tariff Coordinating Conference 
resolutions establish “standards” which can be used to facilitate interlining, the ACCC 
believes that the Resolution 502 matter demonstrates that changes to “standards” can 
dramatically impact on some parties. 

To what extent should the ACCC take into account the need for consultation 
with interested parties on changes to IATA cargo tariff “standards” when 
determining its response to the IATA authorisation application? 
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Issue 10. Services covered by air cargo rates 

Resolution 505 specifies the services to be provided by airlines for a freight rate 
offered to a freight forwarder on a discretionary basis, i.e. the resolution describes 
services airlines may include in a freight rate. 

Is the ACCC able to conclude from the discretionary nature of Resolution 505 
that there is detriment arising from the lack of certainty as to the services 
covered by freight rates offered to freight forwarders? 

Issue 11. Consistency of treatment of terminal handling charges 

Resolution 505 (which purports to describe service covered by freight rates), the 
IATA Standard Ground Handling Contract and the IATA Conditions of Contract (for 
shipment) all relate to aspects of cargo handling services at airports. 

To what extent is Resolution 505 inconsistent with the IATA Standard Ground 
Handling Agreement and the IATA Conditions of Contract in its treatment of 
terminal handling charges? 

Issue 12. Terminal handling charge detriment 

Airlines appear to support an interpretation of Resolution 505 that sees terminal 
handling charges fall outside the range of services covered by freight rates. 

If Resolution 505 allows terminal operators (including airlines who provide 
such facilities) to charge terminal handling fees over and above payments for 
such services incorporated in freight rates, does this lead to a reduction in 
competition between terminal operators and detriment in the form of 
increased terminal handling fees? 

Issue 13. IATA agreed commission rates 

The IATA Cargo Tariff Coordinating Conference has established standard 
commission rates payable to freight forwarders. 

To what extent does anti-competitive detriment arise from the agreement of 
standard commission rates at IATA Cargo Tariff Coordinating Conferences? 

Issue 14. Access to through rates 

IATA has submitted that one of the most significant benefits of the IATA Interline 
system is that shippers have access to “through rates” developed at IATA Cargo 
Tariff Coordinating Conferences. 

Why should any public benefit be recognised from IATA “through rates” 
being lower than the sum of sector rates when all the rates concerned are set 
at IATA Cargo Tariff Coordinating Conferences? 
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Issue 15. Access to connecting services 

IATA has submitted that the IATA Interline system allows cargo to travel between 
city pairs where airline services do not exist or are limited and that the volume of 
IATA Interlined cargo shipped to and from Australia is significant. 

What evidence is there available that the volume of air cargo being interlined 
at rates agreed at IATA Cargo Tariff Coordinating Conferences between 
Australia and destinations not serviced by online air services is at a 
significant level? 

Issue 16. Flexibility for time-sensitive cargo 

IATA has submitted that cargo shipped at IATA agreed rates has the flexibility to 
change routes or flights. 

What evidence is there available indicating the proportion of air cargo 
shipped at rates agreed at IATA Cargo Tariff Coordinating Conferences 
where the cargo benefits from increased shipment flexibility? 

Issue 17. Lower transaction costs 

IATA has claimed that costs are lower than would be involved if airlines had to agree 
bilaterally to transfer cargo.  These cost savings are reflected in lower airline costs 
and lower costs to the shipper. 

How can there be lower transaction costs of any significance given the limited 
number of shippers who interline air cargo using IATA agreed rates? 

Issue 18. Opportunity for smaller airlines to compete 

IATA has claimed that the IATA Interline system allows access to network 
economies for all airlines, rather than only those who are large enough to operate 
substantial networks or are in alliances. 

To what extent are there any identifiable benefits associated with smaller 
airlines from IATA Cargo Tariff Coordination?  Do factors such as whether 
or not Tariff Coordinating Conference outcomes are in their favour and the 
suitability of their aircraft for cargo carriage constrain any benefits? 

Issue 19. Expanded route networks 

IATA has submitted that the IATA Interline system allows airlines to offer services 
beyond their own route networks and airlines have a very substantial incentive to 
interline (using IATA interlineable rates) when combined services are the only way in 
which they can participate in origin–destination services. 

To what extent can there be effective competition on a route between rates 
fixed at IATA Cargo Tariff Coordinating Conferences and online rates 
determined in the market ? 
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Issue 20. Natural cap on prices 

IATA has claimed that rates established through the IATA Cargo Tariff Coordinating 
Conferences provide a natural cap on competitive market rates. 

Cargo rates are generally a product of supply and demand in competitive 
markets while IATA interlineable rates are agreed by airlines taking into 
account costs.  What reason is there for the market to accept IATA rates as a 
price cap, especially on the point to point shipment routes on which most 
cargo travels? 

Issue 21 IATA rates as a base for airline rate structures 

A number of airlines have submitted that rates agreed at IATA Cargo Tariff 
Coordinating Conferences provide a basis for rate frameworks within their own 
airlines and provide reference rates for use in special prorate agreements. 

How could the use by airlines of rates agreed in IATA cargo Tariff 
Coordinating Conferences for the purpose of providing a basis for rates used 
in bilateral agreements or the construction of discounted IATA rates be 
regarded as being in the public interest? 

Issue 22. Public benefits and the counterfactual 

Cargo Tariff Coordination no longer occurs in Europe following the withdrawal of 
European Commission immunity.  Also, freight forwarders have advised the ACCC 
that the cessation of Cargo Tariff Coordination would have minimal impact on their 
businesses. 

What weight should be given to any benefits recognised by the ACCC given 
the experience in Europe following the cessation of Cargo Tariff Coordination 
in that region and given the views of Australian freight forwarders that the 
cessation of cargo tariff coordination would have minimal impact on their 
business. 
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1. INTRODUCTION 

History of the Application 

1.1 On 24 December 1985, Authorisation A90435 was granted to the International 
Air Transport Association (IATA) in respect of certain rules, regulations, agreements 
and resolutions made by it as part of its role in the co-ordination of procedures and 
arrangements for the international movement of people and goods by air.  
Authorisation was granted by the Trade Practices Commission, now known as the 
Australian Competition and Consumer Commission (the ACCC). 

Application A90855 

1.2 On 13 November 2002, IATA lodged Application A90855, seeking the 
revocation and substitution of Authorisation A90435.   

1.3 The Application sought the revocation of Authorisation A90435 and its 
substitution with an authorisation in respect of the contracts, arrangements, 
understandings and conduct which constitute: 

 the IATA Cargo Agency System; 
 the IATA Scheduling System; 
 the IATA Prorate System; 
 the IATA Services System (passengers and cargo); 
 the IATA Clearing House System; and 
 the IATA Tariff System (passengers and cargo). 

1.4 IATA has made submissions to the ACCC in relation to each of these areas of 
conduct. 

Authorisation 

1.5 The ACCC is the Australian Government agency responsible for 
administering the Trade Practices Act 1974 (the Act).  A key objective of the Act is to 
prevent anti-competitive conduct, thereby encouraging competition and efficiency in 
business, resulting in a greater choice for consumers in price, quality and service. 

1.6 The Act, however, allows the ACCC to grant immunity from legal action for 
anti-competitive conduct in certain circumstances.  One way in which parties may 
obtain immunity is to apply to the ACCC for what is known as an ‘authorisation’.   

1.7 In general in order to grant an authorisation the ACCC must be satisfied that 
the public benefits arising from the particular conduct outweigh any public detriment 
associated with the conduct. 

1.8 In addition, the ACCC may grant an application by the holder of an 
authorisation to revoke its authorisation and grant a substitute authorisation where, in 
broad terms, the public benefit from the conduct proposed to be authorised (that is, 
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under the substitute authorisation) outweighs the public detriment from any lessening 
of competition caused by that conduct.1   

Consideration of the application 

1.9 Due to the range and complexity of the conduct covered by Application 
A90855, the ACCC is issuing a series of discussion papers, each dealing with a 
specific component of the conduct for which authorisation is sought and examining 
substantive issues raised by that conduct.   

1.10 The discussion papers are being circulated to interested parties.  The ACCC 
will consider submissions made by interested parties in response to the discussion 
papers when preparing one or more draft determinations which consolidate the 
ACCC’s views on the full range of conduct covered by the Application and indicate 
whether the ACCC proposes to grant or deny authorisation.   

1.11 Once a draft determination is released, the Applicant or any interested party 
may request that the ACCC holds a pre-determination conference.  A pre-
determination conference provides the Applicant and interested parties with the 
opportunity to make oral submissions to the ACCC on matters raised in a draft 
determination.  The ACCC also invites interested parties to lodge written submissions 
on the draft. 

1.12 The ACCC then reconsiders the Application taking into account any 
comments made at a pre-determination conference (if one is requested) and any other 
submissions received and issues a final determination. 

Purpose of discussion paper 

1.13 This discussion paper is the fourth in the series being issued by the ACCC in 
relation to Application A90855.  It examines the public benefits and anti-competitive 
detriment associated with IATA Cargo Tariff Coordination (Cargo Tariff 
Coordination).  Earlier papers examined the IATA Scheduling System, the IATA 
Cargo Agency System and IATA Passenger Tariff Coordination. 

1.14 The views expressed in this discussion paper are preliminary in nature and aim 
to foment consideration of issues associated with Cargo Tariff Coordination by parties 
engaged or affected by it.  The issue of the paper should not been seen as indicating 
that the ACCC has finalised its views on any aspect of Cargo Tariff Coordination nor 

                                                 
1 Subsection 91C(7) of the TPA.  Before the Commission may grant an authorisation in these 
circumstances, it must be satisfied that it would be able to grant authorisation if the application were an 
original one, having regard to the relevant tests.  In this instance, the relevant tests would be those 
contained in subsections 90(6), 90(7) and 90(8) of the TPA.  Whist there is some variation in the 
language in the tests for subsection 90(6) and 90(7) and the test for subsection 90(8), the ACCC has 
until recently adopted the previous view of the Trade Practices Tribunal (now the Australian 
Competition Tribunal) that, in practical application, the tests are essentially the same.  This view has 
now been reconsidered by the Australian Competition Tribunal and it has found that the two tests are 
not precisely the same. In particular the Tribunal considered that the test under section 90(6) was 
limited to a consideration of those detriments arising from a lessening of competition. It was the 
Tribunal’s view that the test under section 90(8) was not so limited.   
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should the paper be taken as providing a guide to the ACCC’s ultimate assessment of 
Application A90855. 

1.15 Issues on which the ACCC would particularly welcome comments from 
interested parties are presented in shaded boxes in the text of the paper. 

Chronology 

1.16 A chronology of key events associated with the ACCC’s examination of 
IATA’s Cargo Tariff Coordination activities appears below: 

Date Description 

24 December 1985 
 
 
13 November 2002 
 
 
29 April 2004 
 
 
24 May 2004  
 
 
13 August 2004 
 
 
26 November 2004 
 
 
5 April 2005 
 
 
27 May 2005 
 
 
1 June 2005 
 
30 June 2005 
 
 
14 July 2005 
 
 
29 September 2005

Trade Practices Commission granted authorisation A90435 to 
IATA activities including Tariff Coordination. 
 
IATA lodged Application A90855 with ACCC for revocation 
and substitution of A90435. 
 
ACCC released discussion paper on IATA Cargo Tariff 
Resolution 502 
 
IATA lodged submission in support of Passenger and Cargo 
Tariff Coordination components of A90855 
 
ACCC sought comments from interested parties on the IATA 
Tariff Coordination submission (passengers and cargo). 
 
IATA lodged submission responding to ACCC discussion paper 
on Resolution 502. 
 
IATA advised ACCC of vote by member airlines to revoke 
earlier agreed changes to Resolution 502. 
 
ACCC held meetings with AFIF, Hellman Worldwide Logistics, 
and Wilson Logistics. 
 
ACCC held meetings with DHL Danzas and Schenker 
Australia. 
 
ACCC released discussion paper A90855/3 on Passenger Tariff 
Coordination 
 
ACCC held meetings with Qantas, Airmark and International 
Cargo Express. 
 
ACCC discussion paper released 
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2. THE APPLICANT 

2.1 IATA is a non-governmental international trade association comprised of most 
of the carriers in the world that operate scheduled international air services in the 
transport of passengers, mail or cargo.  IATA is incorporated under Canadian law. 

Membership 

2.2 As of May 2004, IATA member airlines accounted for over 270 of the world’s 
airlines and about 95% of all international scheduled air traffic.  Active Membership 
is only open to carriers operating international air services for the public transport of 
passengers, mail or cargo by aircraft.  Airlines operating services other than 
international air services may become Associate Members of IATA.  Associate 
Members are not allowed to vote at certain IATA meetings. 

IATA’s objectives 

2.3 IATA’s mission, as stated in its Articles of Association, is to “represent and 
serve the airline industry”.  The relevant Article states that in carrying out this 
mission IATA shall:  

 promote safe, reliable and secure air services for the benefit of the 
people of the world; 

 provide means of collaboration among airlines engaged directly or 
indirectly in international air transport; 

 co-operate with the International Civil Aviation Organisation (ICAO) 
and other relevant organisations. 

IATA’s conference structure 

2.4 The primary means by which airlines pursue IATA’s purposes, objects and 
aims is through the IATA Traffic Conference structure, established pursuant to 
IATA’s Act of Incorporation through the Provisions for the Conduct of IATA Traffic 
Conferences.   

3. THE CONDUCT 

3.1 There are two main areas of conduct falling under the broad heading of IATA 
Tariff Coordination: 

 
 the Provisions for the Conduct of IATA Traffic Conferences (to the 

extent they relate to Tariff Coordination) 
 
 Resolutions adopted at IATA Tariff Coordination Conferences. 

 
3.2 Separate Coordinating Conferences are convened for tariffs associated with 
the transport of passengers and cargo.  This discussion paper focuses on the 
coordination of tariffs for the carriage of cargo. 
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Tariff Coordination and Interlining 

 
3.3 IATA has submitted that Tariff Coordination has two distinct and different 
roles.  First it is part of the process by which “many governments” pursuant to 
bilateral agreements with other countries (commonly entitled Air Services 
Agreements or ASAs) have fares determined for government review and approval.  
Secondly it establishes the commercial basis for multilateral interlining by 
determining a rate (in the case of cargo) which will prevail across a route where a 
change of airline is required to complete the journey.  Both of these roles will be 
examined more closely later in this paper. 

3.4 As will be discussed later in this paper the requirement for Tariff Coordination 
to occur to meet the requirements of bilateral air services agreements has diminished 
over time with the liberalisation of the bilateral system   The primary purpose of tariff 
coordination is to determine fares for interline travel, i.e. travel using more than one 
airline. 

 
3.5 Tariff coordination is one of a number of elements which together constitute 
the IATA interline system for cargo:  

 
A. Airlines agree between each other that they will accept each others air 

waybills where those waybills incorporate an interlineable rate (IATA 
Multilateral Interline Agreement). 

 
B. Interline rates are determined jointly by airlines at Tariff 

Coordinating Conferences (Tariff Coordination). 
 
C. Airlines agree how revenue from the sale of an air waybill with an 

interlineable rate is to be apportioned between the carriers who accept 
the waybill as part of an interline journey (IATA Prorate System). 

 
D. Revenue from a waybill with an interline rate is nominally attributed 

to the primary carrier, the carrier undertaking the first leg of the 
journey, and then distributed amongst other participating carriers 
using proportions agreed with the Prorate System (IATA Clearing 
House). 

 
Provisions for the Conduct of IATA Traffic Conferences 

 
IATA’s conference structure 

3.6 The conduct of IATA conferences is subject to the Provisions for the Conduct 
of IATA Traffic Conferences2 (the Conduct Provisions) which are specified in the 
IATA Handbook (Part 1).  IATA conferences are described as autonomous groups 
where airline representatives discuss and develop commercial and traffic standards 
from the perspective of their own carrier interests.  IATA submits that the 
                                                 
2 This summary of the Provisions for the Conduct of the IATA Traffic Conferences is derived from the 
IATA Handbook, Part 1, July 1999. 



 13

Conferences facilitate international interline air transportation through resolutions, 
industry standards and recommended practices.  They also develop resolutions on 
international fares and rates which underpin the interlining system. 

3.7 There are three passenger and three cargo conferences classified by IATA into 
groups as follows: 

 
Passenger procedures conferences 
Passenger services conference 
Passenger agency conference 
 
Cargo procedures conferences 
Cargo services conference 
Cargo agency conference 
 
Tariff coordinating conferences 
Passenger tariff coordinating conferences (different conferences for different 
regions) 
Cargo tariff coordinating conferences (different conferences for different 
regions) 
 

3.8 There is also a Schedule Coordination Conference. 

Participation 

3.9 Under the Conduct Provisions only Active Members (international airlines) 
may vote at conferences.  Associate Members (domestic airlines) may attend but not 
vote.  The aims, objectives and purposes of the traffic conferences are to be those of 
IATA as a whole.  Each conference must meet at least once every two years. 

3.10 Attendance at conferences by observers is by invitation only.  Specific 
provisions are made for invitations to be made to nominated governmental 
organisations such as the International Civil Aviation Organisation (ICAO) and any 
Government formally expressing a requirement to attend. 

3.11 The Conduct Provisions allow for any person to be invited to Passenger 
Services or Cargo Services Conferences.  There are no provisions for the attendance 
of observers at Cargo Agency Conferences other than governmental representatives. 

Input from Third Parties 

3.12 Under the Conduct Provisions any person may: 

(i) receive copies of the agenda of any Traffic Conference; 
(ii) submit a specific written proposal, on any subject or matter pending 

before the Conference; 
(iii) seek to make an oral presentation in support of a written submission, 

subject to the approval of the Chairman and Secretary of the 
Conference. 
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Traffic Conference voting 

3.13 The only action at a conference which is binding upon members is a 
resolution.  Resolutions may only be passed at procedures conferences by the 
unanimous affirmation of all members present.  While resolutions at tariff 
coordination conferences also generally require unanimous agreement, there are 
provisions taking into account regions of operation of members. 

3.14 In Passenger and Cargo Services Conferences industry standards may be 
adopted by an 80% majority of members.  An industry standard sets forth procedures 
where uniformity is considered necessary for say interline service, but for practical 
reasons not all carriers follow the procedures.  Cargo Agency Conferences are not 
able to adopt industry standards. 

3.15 Passenger and Cargo Services Conferences may similarly adopt recommended 
practices, by a two-thirds majority.  A recommended practice sets forth procedures 
which will, for example, facilitate interlining, but uniformity is not considered 
essential.  Cargo Agency Conferences are not able to adopt recommended practices. 

IATA Cargo Tariff Coordination 

Organisation of Passenger Tariff Coordinating Conferences 

3.16 The Provisions for the Conduct of IATA Traffic Conferences state that: 

“Subject as hereinafter provided each Cargo Tariff Coordinating Conference 
shall concern itself with the analysis of relevant operating costs and take 
action to develop cargo rates and related conditions in respect of the area of 
authority of such Conference.” 

3.17 There are seven cargo Tariff Coordinating Conferences three of which cover 
routes wholly within defined IATA Areas with the other four covering routes between 
the Areas. 

3.18 The seven cargo conferences are: 

• TC1 (Tariff Conference 1) which has authority for cargo traffic within 
Area 1 which broadly embraces the North and South American 
continents; 

• TC2 (Tariff Conference 2) which has authority for cargo traffic within 
Area 2 which broadly embraces Europe, the African continent and 
part of Asia extending to Iran; 

• TC3 (Tariff Conference 3) which has authority for cargo traffic within 
Area 3 which broadly embraces Asia and Australasia; 

• TC12 which has authority for traffic between Areas 1 and 2; 

• TC23 which has authority for traffic between Areas 2 and 3; 

• TC31 which has authority for traffic between Areas 3 and 1; 
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• TC123 which has authority for traffic between Area 1 and Area 3 via 
Area 2. 

3.19 A joint meeting of all the IATA Cargo Tariff Coordinating Conferences, 
referred to as the Composite Cargo Tariff Coordination Conference, is held annually.  
The Provisions for the Conduct of the IATA Traffic Conferences state: 

“A Composite meeting of Cargo Tariff Conferences shall take action on those 
matters and practices relating to rate construction and currency rules (other 
than those which by their own terms are applicable only to one Cargo Tariff 
Conference), remuneration levels of intermediaries engaged in the sale and/or 
processing of international air cargo, and such other matters as may be 
referred to it by any Cargo Tariff Conference.” 

Tariff Conference participation 

3.20 Any IATA member can participate in Tariff Coordinating Conferences but 
only those that operate international services are entitled to vote.  IATA has advised 
that 136 out of the 270 IATA members have decided to participate in Tariff 
Coordination (22 of the non-participants are domestic operators only and not eligible 
to vote). 

3.21 IATA members operating international services to and from Australia who do 
not participate include the substantial airlines Asiana Airlines, Cargolux Airlines 
International, Emirates and United Parcel Service and the smaller regional airlines Air 
Mauritius, Air Pacific, Air Vanuatu, and Polynesian Airlines.  In relation to at least 
passenger tariffs, Qantas has advised the ACCC that it only attends tariff conferences 
when it is of benefit to the airline.  IATA has noted that small regional operators may 
not be able or willing to extend the resources necessary to participate in Conferences. 

3.22 There are four international passenger airlines operating to and from Australia 
which are not IATA members and cannot therefore attend IATA Tariff Coordination 
Conferences being Air Nauru, Air Paradise International, Hawaiian Airlines and 
Pacific Blue.  There are also three dedicated freighter airlines which are not IATA 
members and do not attend being Asian Express Airlines, Martinair, and Polar Air 
Cargo. 

3.23 Airlines operating 3rd and 4th freedom3 and 5th freedom4 services within a 
Conference area or sub-area are eligible to vote on resolutions for all routes in the 
areas or sub areas, as are airlines operating in areas adjacent to such areas.  Under the 
IATA rules it is not necessary for any airline to be operating on a route for it to be 
able to vote on fare or condition resolutions relating to the route. 

                                                 
3 The term 3rd and 4th freedom services relates to services provided between two countries by airlines 
of those two countries. 
4 A 5th freedom service is a service between two counties by an airline which is not an airline of either 
country, e.g. Qantas operates 5th freedom services between Singapore and London. 
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Organisational structure of Cargo Tariff Coordinating Conferences 

3.24 The organisational structure of Cargo Tariff Coordinating Conferences 
appears at Diagram 3.1 below.   

Diagram 3.1 Tariff Coordinating Conferences organisational structure 

 

3.25 The role of the Cargo Tariff Conference Steering Group is to assist the 
secretariat of the Cargo Tariff Coordinating Conferences and review and make 
recommendations to the Conferences on policy. 

Fare and condition resolutions 

3.26 Tariff Coordinating Conferences adopt specific rates for individual city pairs 
in each sub-area and determine the conditions to apply to those rates.  Rates 
resolutions are primarily in the form of general cargo rates, specific commodity rates 
or class rates. 

3.27 General cargo rates apply to the carriage of commodities that have not been 
allocated a specific commodity rate or commodity classification (class) rate.  General 
cargo rates consist of minimum rates (M), normal rates (N) and discount rates for 
higher volumes (Q). 

3.28 Specific commodity rates are usually lower than general cargo rates and are 
published for particular commodities from a specified point of origin to a specified 
destination point.  They are subject to a minimum weight restriction and take 
precedence over general rates and class rates.  However when the general cargo rate 
or class rate applicable to a consignment is lower than the specific commodity rate 
this lower rate can be applied.  Specific commodity rates are designed to encourage 
certain types of cargo to be air freighted on specific trade routes. 

3.29 Class rates (commodity classification rates) are published for particular 
commodities from a specified point of origin to a specified destination point.  Class 
rates take precedence over general cargo rates regardless of comparisons. 

Provisions for the Conduct of 
IATA Traffic Conferences 

Cargo Tariff Coordinating 
Conferences 

Cargo Tariff Conference 
Steering Group 
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Examples of class rates applicable in TC3 are as follows: 

(a) the rate for the carriage of Braille type equipment, talking books for 
the blind, newspapers, periodicals, magazines, books and catalogues in 
consignment of 5kg or more, shall be not less than 50% of the general 
cargo rate, subject to the standard IATA minimum charge for 
consignments from Australia of A$120.00; 

(b) the rate for the carriage of live animals other than baby poultry less 
than 72 hours old shall be 150% of the general cargo rate: 

(c) the rate for the carriage of human remains in the form of ashes shall be 
300% of the general cargo rate and in coffins shall be 200% of the 
general cargo rate; 

(d) the rate for the carriage of “Valuable Cargo” shall be 200% of the 
general cargo rate, with such cargo defined to include any article 
valued at more than US$1000.000 per kg, gold bullion, precious stones 
and bank notes. 

3.30 There are also other forms of rates including rates for small packages, priority 
service, dangerous goods, unitised consignments (entire aircraft containers of pallets), 
automotive vehicles, and baggage shipped as cargo. 

3.31 IATA has stated5 that the IATA Interline and Revenue Management Services 
cargo database now has approximately 850,000 rates many of which have been 
established through filings by IATA members. 

3.32 Apart from rates IATA members also agree a range of fees and charges 
including valuation charges, dangerous goods handling fees, documentation charges, 
and disbursement fees.  They also agree the level of commission to be paid to cargo 
agents, being 5% for registered cargo agents and 2.5% for general sales agents. 

3.33 Other significant IATA resolutions relevant to rates are Resolutions 502 and 
505.  Resolution 502 provides a basis for determining rates for low density cargoes.  
Resolution 505 defines what an airline is expected to provide by way of services for 
an IATA freight rate. 

Rate and conditions example 

3.34 The rate table below provides details of rates agreed by a TC3 conference for 
the carriage of cargo from Melbourne to Hong Kong. 

3.35 The first six lines of the table show general cargo rates.  It can be seen that the 
general cargo rate for the carriage of cargo from Melbourne to Hong Kong is 
$6.70/kg.  The rate reduces depending on the size of the consignment.  For 
consignments over 45kg the rate drops to $5.05/kg and for consignments over 1000kg 
the rate is $1.85/kg. 

                                                 
5 “116 Series Industry Filing Facility” as appears at http://www.iata.org/ps/services/116siff.htm 
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Table 3.1. TC3 Specified Cargo rates for carriage of cargo from Melbourne 
to Hong Kong effective 1 October 2003 

ULD c/c Item Weight 
(Kgs) 

Amount 
(A$) 

 
 
 
 
 

_____________ 
 
 
 

_____________ 
5 

6A 
8 
8 
5 

6A 
8 

2BS 
5 

6A 
8 

 
 
 
 
 

____________ 
 
 
 

___________ 
H 
H 
H 
H 
H 
H 
H 
H 
H 
H 
H 

 
 
 
 
 

__________ 
0006 
0314 
0315 

___0320___ 
 
 
 

0314 
0315 
0315 
0315 
1051 
8430 
8430 
8430 

N 
45 
100 
250 
500 

___1000___ 
250 
100 
100 

___250___ 
 
 
 
 
 
 
 
 
 
 
 

6.70 
5.05 
3.35 
2.35 
2.10 

___1.85___ 
1.85 
3.90 
3.50 

___1.95___ 
4200.00 
2400.00 
1600.00 
2250.00 
6700.00 
3600.00 
2250.00 
10590.00 
3570.00 
1900.00 
1200.00 

 

3.36 The next four lines show rates for specific commodities.  The commodity 
codes appear in the “Items” column.  The commodities for which specific rates are 
specified on the Melbourne/Hong Kong route are foodstuffs, spices and beverages 
(0006), abalone (0314), crabs, crawfish and lobsters (0315) and eels (0320).  Specific 
commodity rates take precedence over general cargo rates. 

3.37 The last eleven lines all have an “H” in the Charge code column.  This means 
that the rate is a flat rate with no minimum or quantum weight consideration.  Rates 
on these lines relate to different types of unit load devices (e.g. containers).  The code 
in the far left column indicates the code for the specific unit load device. 

Rate add-ons 

3.38 IATA notes that while IATA interline rates have been established for a “vast 
number of city pairs”, they do not cover all possible origin/destination combinations.  
IATA Tariff Coordinating Conferences also make resolutions creating add-on 
amounts which can be added to existing IATA point to point rates. 
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Application of IATA rates 

3.39 IATA has submitted that no IATA Conference member is under any 
compulsion to charge the rates established within IATA Tariff Coordinating 
Conferences.  Each airline is free to apply whatever rate, condition, standard or 
procedure it wishes, subject only to any applicable government requirements.  
However if a Conference member issues an interlineable air waybill using the 
Conference resolutions, other members will accept that document. 

4. CARGO TARIFF COORDINATION AND INTERLINING 

4.1 IATA describes IATA cargo Interlining as a system which enables cargo to be 
shipped on multiple airlines, under a single contract using one airway bill bought in a 
single transaction using a single currency. 

4.2 IATA states that a system that facilitates the shipment of general cargo by air 
to or from any location in the world is of significant value.  IATA also claims the 
system provides an opportunity to move cargo on to another airline at an intermediate 
point if the original airline is delayed or has a technical problem or a connection is 
missed. 

Multilateral Interline Agreements 

4.3 The IATA Multilateral Interline Traffic Agreements are separately examined 
in the ACCC’s discussion papers on the IATA Services Conferences.  The 
Agreements provide that each of the participating airlines must use, for handling and 
carriage of interline cargoes, the forms and procedures set out in applicable IATA 
resolutions and recommended practices.  In this way standardised procedures and 
documents are established for the purposes of interlining. 

4.4 The agreements establish the criteria for interlining and require participating 
airlines to accept each other’s air waybills, giving rise to the obligation to interline.  
The IATA Multilateral Interline Traffic Agreements are managed by IATA but are 
open to any airline operating scheduled air services whether an IATA member or not. 

Multilateral Prorate Agreements 

4.5 The IATA Prorate System is examined in a separate ACCC discussion paper.  
IATA states that the objective of the system is to provide an efficient multilateral 
basis for sharing interline revenue in a commercially acceptable manner for the 
greatest proportion of interline traffic on the route concerned.  Airlines are free to 
decide whether they will participate in the system or not. 

4.6 The Multilateral Prorate Agreement sets out a methodology for sharing 
revenue for interline journeys based on mileage flown.   
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5. BACKGROUND TO THE APPLICATION 

Bilateral Air Services Agreements  

5.1 The exercise of traffic rights by commercial airlines between any two 
countries is governed by treaties entitled Air Services Agreements (ASAs) negotiated 
bilaterally between the two countries. 

5.2 In relation to routes between the two countries an ASA typically specifies: 

- the airlines permitted (designated) to operate; 

- the cities that can be served; 

- the freedoms to pick up or discharge passengers in each other’s 
country (3rd and 4th freedoms) or to fly them to points in third countries 
(5th and 6th freedoms); 

- the capacity permitted to be operated (e.g. in terms of seats and/or 
flights); and 

- the extent to which cooperative arrangements such as code sharing are 
allowed. 

5.3 According to IATA, sovereign States have been negotiating ASAs since 1945.  
ASAs are the product of bilateral negotiations and given divergences in the policy 
priorities of the countries concerned over this period there have evolved considerable 
differences in ASAs applying between different country pairs. 

5.4 Early versions of ASAs, such as the Bermuda Agreement between the United 
Kingdom and the United States, included provisions regulating the fares airlines were 
permitted to charge.  A priority for many governments of those days was to ensure the 
viability of the newly developing international air transport industry and in many 
cases national airlines were government owned.  The determination of tariffs covering 
passenger fares and cargo freight rates through IATA Tariff Coordinating 
Conferences and the filing of tariffs for government approval was a feature of most 
ASAs of the time. 

5.5 More recently there has been a trend toward liberalisation of the international 
aviation regulatory regime with the most liberal ASAs, the so called “open skies” 
agreements, removing most restrictions relating to capacity, routes, and beyond rights.  
Another feature of the more liberal ASAs is that they see fares and rates as market 
driven, determined free of IATA tariff machinery and subject to national competition 
laws. 

International freight transport by air 

5.6 Air cargo makes a significant contribution to Australia’s international trade.  
Figures released by the Australian Bureau of Statistics (ABS) show that in 2001/02 air 
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cargo accounted for $21,799m or 18% of all exports by value and $34,932m or 29% 
of imports by value.6 

5.7 The Productivity Commission in a 1998 report7 noted that airfreight imports 
consist mostly of high value, high-tech manufactured goods such as computers and 
other electronic goods, whereas exports are dominated by perishable primary products 
of much lower market value. 

5.8 The Productivity Commission also observed that demand tends to be highly 
price elastic where low value to weight cargo is concerned restricting airlines ability 
to raise tariffs, even on routes with limited competition, and Australian exporters as a 
consequence attract amongst the world’s lowest rates for carriage by air.  Imports to 
Australia by comparison have a much higher value per kilogram and there is a greater 
demand for space. 

5.9 Recent submissions made to the ACCC by interested parties in relation to 
IATA’s cargo agency and tariff coordination activities are consistent with the 
observations made by the Productivity Commission. 

Air freight activity 

5.10 The majority of air cargo carried into and out of Australia is carried in the 
belly holds of passenger aircraft.  Figures published by the Department of Transport 
and Regional Services (DTRS) show that dedicated freighter aircraft accounted for 
around 8% of air cargo to and from Australia in 2004.  The availability of air cargo 
capacity is therefore closely linked to the availability of airline passenger capacity. 

Table 5.1 Passengers and freight carried on scheduled air services to and 
from Australia, 1999 to 2004 

Year ended 
31 December 

Number 
of flights 

Number of 
passengers 

(‘000) 
 

Number of 
seats 

available 
(‘000) 

Freight 
(‘tonnes) 

1999 80,476 14,987 21,936 681,515 
2000 91,188 16,488 (+10.0%) 23,932 680,010 (-0.3%) 
2001 92,045 16,799 (+1.9%) 24,144 640,102 (-5.9%) 
2002 87,422 16,682 (-0.7%) 22,759 645,926 (+0.9%) 
2003 92,168 16,439(-1.5%) 23,748 611,168 (-5.4%) 
2004 109,329 19,371(+17.8%) 28,109 676,493 (+10.7) 

Source: DTRS 

5.11 Table 5.1 above shows movements in passengers and freight between 
Australia and other countries over the past six years.  While growth in passenger 
traffic stalled as a result of conflict, terrorism and SARS in recent years there has 
since been a substantial recovery.  Freight carriage however declined significantly in 

                                                 
6 Year Book Australia, 2003 (Ref 1301.0) 
7 Productivity Commission 1998, International Air Services, Report No. 2, Ausinfo, Canberra. 
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those difficult years and the first growth of substance for some years occurred in 
2004. 

5.12 Table 5.2 below shows the freight shares of airlines operating scheduled 
services to and from Australia in 2004.  The top six airlines accounted for around 
67% of freight traffic carried, with Qantas (including Australian Airlines) carrying 
over 25%. 

Table 5.2. Freight traffic to and from Australia by airline, 2004. 

2004  
Airline Tonnes (%) 

Qantas Airways 
Singapore Airlines 
Cathay Pacific 
Emirates 
Malaysia Airlines 
Thai Airways Inter 
Air New Zealand 
Korean Air 
Federal Express 
Japan Airlines 
British Airways 
Lufthansa 
Martinair Holland 
Australian Airlines 
Cargolux 
Garuda 
Air Pacific 
United Airlines 
Other 
Total 

161,936 
102,921 
57,461 
48,644 
41,612 
29,113 
26,452 
21,938 
18,992 
18,546 
16,356 
12,580 
10,489 
10,093 
9,814 
8,148 
8,374 
6,736 
66,287 
676,492 

23.9 
15.2 
8.5 
7.2 
6.2 
4.3 
3.9 
3.2 
2.8 
2.7 
2.4 
1.9 
1.6 
1.5 
1.5 
1.2 
1.2 
1.0 
9.8 

100.0 
Source: DTRS 

5.13 Table 5.3 below shows airline performance in recent years as compiled by 
Airline Business magazine.  Airline Business notes that the world airline industry 
recovered with modest growth in 2003.  The six airlines with the highest freight 
market share in Australia in Table 5.2 above, were all listed in Airline Business’ top 
twenty airlines based on group net profits in 2003. 

Table 5.3. Performance of top 150 airline groups: 1999-2003 

Year 1999 2000 2001 2002 2003 
Revenue (US$bn) 320.0 346.4 320.7 318.8 340.7 
Operating result(US$bn) 1.6 13.7 (5.7) (0.4) 2.9 
Operating margin  5.3% 4.2% (2.0%) (0.1%) 0.9% 
Net result(US$bn) 8.7 3.5 (12.6) (8.8) (6.8) 
Net margin  3.0% 1.1% (5.2%) (2.8%) (2.2%) 
Source: Baker, Colin (2003), “Elusive recovery”, Airline Business, September 2003, p 52. 
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Airline alliances and special prorate agreements 

The development of alliances 

5.14 The proliferation of airline alliances has been a feature of the development of 
the international aviation industry over the last decade.  The alliance was an industry 
response to strong competition, low yields and low profitability and enabled airlines 
to expand networks and services while controlling costs and increasing productivity.   

5.15 The move to alliances occurred subsequent to the granting of authorisation to 
IATA’s tariff coordination activities by Determination A90435 in 23 December 1985.  
The first international alliance was formed in 1986 between Air Florida and British 
Island8.  In the year 2000 there were approximately 579 alliances in place involving 
some 220 airlines. 

5.16 In its Discussion Paper A90855/3 the ACCC discussed the growth in the 
different types of airline alliances, how the alliances operated and the prevalence of 
those alliances on routes relevant to passenger air travel to and from Australian.  It 
was evident that the combined effect of integrated alliances, marketing alliances, code 
share agreements and special prorate agreements was to extend the reach of airlines 
and their networks. 

5.17 Submissions from interested parties indicate that special prorate agreements 
are the primary agreements between airlines facilitating offline cargo shipment. 

5.18 Malaysia Airlines indicated that it is not in any alliance in relation to cargo 
services and does not have any code shares for cargo services.  The small amount of 
interlined cargo it handles involves either bilateral arrangements with other carriers or 
the IATA system. 

5.19 Philippine Airlines submitted that in relation to cargo it only accepts 
shipments for destinations to which it flies.  It does not have any commercial 
agreements with other airlines in relation to cargo and does not interline cargo. 

5.20 Qantas stated that most alliances provide little benefit in terms of cargo 
interlining.  From a multilateral perspective any two airlines will be able to get most 
cargo to its destination.  Complex and return itineraries are not required for cargo as 
they are for passengers. 

5.21 Qantas indicated that the oneworld alliance in theory covers cargo but in 
practice is little used for this purpose.  Most code shares also do not cover cargo.  
Most volumes of cargo go to destinations which Qantas can reach online or through 
special prorate agreements (SPAs) with other airlines.  IATA based rates are used for 
offline routes not covered by SPAs.  Qantas also has agreements with trucking 
companies. 

                                                 
8 Thae Hoon Oum, Key aspects of Global Strategic Alliances and the Impacts on the Future of Air 
Canada and other Canadian Air Carriers, Research conducted for the Canada Transportation Act 
Review, May 2001. 
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5.22 South African Airways (SAA) stated that it is very rare that a bilateral 
agreement will include freight. When there are large volumes of traffic on a certain 
sector SAA will sign a special prorate agreement which is usually a fixed rate per kg 
depending on the product that is being moved. 

5.23 Thai Airways submitted that code sharing of cargo space is not common for 
carriers.  It relies on both blocked space agreements and special prorate agreements.  
A blocked space agreement is where carriers agree to a percentage split of the 
available aircraft at an agreed cost.  Both of these arrangements are carrier and route 
specific. 

6. SUBMISSIONS 

IATA’s supporting submission 

6.1 IATA provided a submission in support of the IATA Tariff Coordination 
System and provided further information in response to questions from the ACCC. 

6.2 IATA has summarised the benefits of the Tariff Coordination System as 
being: 

 - it is mandated by international agreements to which Australia is a party 
and compliance with Australia’s international obligations is a public 
benefit; 

 - it is required by other countries and is an important input to 
government tariff approvals in those countries; 

 - it is essential to worldwide multilateral interlining which is a 
significant public benefit; 

 - it provides “through” fares and rates 

 - it acts as a natural cap on individual airline pricing; and 

 - it provides a neutral venue for airlines wishing to interline. 

6.3 In terms of the competitive effects of Tariff Coordination IATA submitted 
that: 

 - there are no structural rules which impede competition; 

 - interlining and tariff coordination provide a meaningful open 
opportunity for airlines to compete; 

 - the behaviour of relevant markets is a guide to whether or not those 
markets are competitive; and 

 - it is relevant to see whether, where airlines are able to compete without 
interlining and do so, Tariff Coordination retards that behaviour. 

Submissions from interested parties 

6.4 Submissions responding specifically to the cargo tariff coordination 
component of the application were received from the following interested parties: 

 Air Vanuatu 
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 Australian Federation of International Forwarders (AFIF) 

 Cathay Pacific 

 Delta 

 Korean Air 

 International Federation of National Freight Forwarders Association 
(FIATA) 

 Lufthansa 

 Malaysia Airlines 

 Northern Territory Horticultural Association 

 Philippine Airlines 

 South African Airways (SAA) 

 Schenker Australia Pty Ltd (Schenker) 

 Thai Airways International (Thai Airways) 

 Department of Transport and Regional Services (DTRS) 

 Department of Transport and Urban Planning, South Australia (DTUP) 

6.5 The ACCC also held meetings with a number of industry parties on IATA 
Tariff Coordination.  Records of those meetings are on the ACCC’s public register.  
The parties involved were: 

 Airmark 

 Australian Federation of International Forwarders (AFIF) 

 DHL Danzas Air and Ocean (Danzas) 

 Hellman Worldwide Logistics (Hellman) 

 International Cargo Express Pty Ltd (ICE) 

 Schenker Australia Pty Ltd (Schenker) 

 Qantas Airways Ltd. (Qantas) 

 Wilson Logistics (Wilson) 

6.6 A summary of comments submitted by interested parties is provided below.  
The detail of the comments will be addressed as appropriate by the ACCC when 
assessing the individual elements of the IATA Tariff Coordination System. 

6.7 Airmark indicated that the cargo market operates on net rates and IATA cargo 
rates are now irrelevant. 

6.8 Air Vanuatu submitted that it does not participate in IATA tariff conferences 
but feeder traffic is very important to the airline and it carries freight at the IATA 
interline price. 

6.9 AFIF stated in its written submission that it had no objection to the current 
IATA members’ interlining arrangements as long as interline rates remain reasonable 
to the market.  If in the future IATA members were taking advantage of these 
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arrangements then it would expect the ACCC to intervene and require these rates to 
become more transparent.  At a meeting with ACCC representatives AFIF commented 
on the incidence of IATA interlining, the use of IATA tariffs and the local 
interpretation of what is covered by cargo rates (Resolution 505). 

6.10 Cathay Pacific submitted that IATA tariff coordination and interlining are 
important for consumers and industry alike in providing a facility for the smooth 
international movement of passengers and freight which cannot be duplicated on a 
global basis by any other system. 

6.11 Danzas advised ACCC representatives on the incidence of interlining, the use 
of IATA rates versus market rates in markets involving Australia and the application 
of IATA agreed fees and charges. 

6.12 Delta submitted that tariff coordination and interlining are important for 
consumers and industry alike in providing a facility for the smooth international 
movement of passengers and freight which is not able to be duplicated on a global 
basis by any other system. 

6.13 ICE advised the ACCC on the incidence of interlining for cargoes it handled 
and its experience with the application of TACT rates, fees and charges. 

6.14 Hellman advised on the incidence of interlining, the application of IATA rates 
and the use of land transport for cargo on-carriage from hubs in Europe and Australia. 

6.15 Korean Air submitted that tariff coordination and interlining are important for 
consumers and industry alike in providing a facility for the smooth international 
movement of passengers and freight which is not able to be duplicated on a global 
basis by any other system. 

6.16 FIATA submitted concerns that in Australia freight forwarders are being 
charged delivery fees at airports contrary to an understanding that the pick up of 
goods at the agreed delivery point at an airport is included in the air cargo rate. 

6.17 Lufthansa stated that as an offline carrier to Australia it can only participate in 
cargo traffic through interlining.  Although its market share in Australia is very low 
Lufthansa sees the utility of the IATA system as it applies to cargo.  [The ACCC 
notes that while Lufthansa does not operate passenger aircraft to Australia it does 
operate dedicated freighters.] 

6.18 Malaysia Airlines submitted that cargo tariff coordination is essential for 
cargo interlining .  IATA rates are used for joint carriage with other airlines, shipment 
beyond its own online services, for setting special prorate agreements and for carriage 
of class rates, dangerous goods and perishable cargo. 

6.19 NTHA submitted that changes to the IATA agreed volumetric measurement of 
cargo could result in effective air freight increases for cut flower products. 

6.20 Philippine Airlines stated that in relation to cargo it only accepted shipments 
for destinations to which it flew.  Philippine Airlines does not have any commercial 
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arrangements with other airlines in relation to cargo, does not interline cargo and does 
not operate any dedicated cargo services to or from Australia. 

6.21 Qantas indicated that while the majority of freight is carried on Qantas only 
services, carriage involving interlining represents a significant source of revenue and 
allows Qantas to compete for incremental sales which would not be possible without 
the IATA framework. 

6.22 South African Airways submitted it carries interlined cargo at rates based on 
special prorate agreements and IATA rates.  Only a small proportion of freight is 
shipped at IATA rates.  For the rest supply and demand determine the rates. 

6.23 Schenker provided in its written submission information on the incidence of 
interlining, the use of IATA rates and the need for a volumetric charging base.  
Schenker expanded on these views at a meeting with ACCC representatives. 

6.24 Thai Airways submitted that the combination of blocked space agreements, 
special prorate agreements and the cargo tariff coordination system covers its needs to 
be able to offer a service to a large percentage of destinations to its customers. 

6.25 DTRS did not offer comments on claimed benefits and detriments of tariff 
coordination but did provide up to date information and views on air services 
agreements to which Australia is a party, including those containing the “IATA 
clause”9, and as well responded to a number of specific questions asked by the ACCC.  

6.26 DTUP regarded interlining as important to South Australia because of the 
small number of international airlines serving Adelaide.  The IATA system was seen 
as enabling the shipping of exports to virtually any destination in the world using a 
number of airlines. 

6.27 Wilson advised that there were only limited volumes of interline cargo.  IATA 
rates, fees and charges were generally subject to negotiation and rarely used. 

7. MARKET DEFINITION 

7.1 The first step in assessing the competitive effects and the public 
benefit/detriment of the conduct for which authorisation is sought is to consider the 
relevant market(s) in which that conduct occurs. 

7.2 In considering the boundaries of a particular market, the ACCC seeks to 
include all those sources of closely substitutable products to which consumers would 
turn in the event that a firm attempted to exercise market power.  The ACCC looks at 
both the demand and supply side of the market and considers up to four different 
dimensions: 

 geographic dimension - which may be local, state, national or 
international depending on where trade occurs; 

                                                 
9 Refers to a tariff clause contained in certain Air Services Agreements which makes specific reference 
to IATA Tariff Coordination.   
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 product dimension - based on whether products are close substitutes 
for one another; 

 functional dimension - defines at what level the conduct in question 
occurs, eg retail or wholesale; and 

 temporal dimension – raises questions of the impact of time upon the 
analysis. 

7.3 The ACCC has expressed views on markets relevant to the air transport sector 
in a number of previous determinations.10  In those determinations, the ACCC 
concluded that there are three broad markets of relevance to air transport: 

 passenger transport; 
 freight transport; and 
 ticket sales. 

7.4 The ACCC also raised the issue of markets relevant to the IATA Cargo 
Agency System (ICAS) in its Discussion Paper A90855/2 dated 26 October 2004.  In 
that paper the ACCC considered markets for the air transport of freight, freight 
forwarder services and international commodities as potential markets for the 
purposes of assessing the ICAS System.  IATA in a responding submission dated 
6 April 2005 suggested that there are two ICAS relevant markets, being a market for 
the freight forwarding logistics services product and a market for transportation 
services (or air transportation services). 

7.5 The ACCC notes that the relevance of a specific market is dependent on the 
conduct involved.  It is possible, for example, for a market to be relevant for 
competition analysis purposes to IATA Cargo Tariff Coordination but not to ICAS. 

IATA’s views on relevant markets for cargo tariff coordination 

7.6 IATA submitted that its Application related to the international transportation 
of passengers and cargo by air on scheduled services, from airports in Australia to 
airports in other countries and from airports in other countries to airports in Australia. 

7.7 For the purpose of market definition for tariff coordination IATA considered11 
the product to be air transport services which needs to be considered separately in 
terms of the movement of people and the movement of freight. 

7.8 IATA submitted12 that for cargo, the service is the means by which cargo can 
be shipped from anywhere in the world to Australian destinations and vice versa.  Air 
transport competes with shipping for some types of cargo and with rail and road 
transport for transportation from international gateways to the destination on each 
continent. 

                                                 
10 See, for example, Determination No A30202 of 10 May 2000 in relation to Qantas and British 
Airways, Determination A90791 of 13 November 2002 in relation to the IATA Passenger Agency 
Program, Determination A30220-2 and A90862-3 of 9 September 2003 in relation to Qantas and Air 
NZ and Determination A30226-7 of 8 February 2005 in relation to Qantas and British Airways. 
11 Para 10.2, page 30. 
12 Para 10.5, page 30. 
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7.9 IATA considered the geographic dimension to be worldwide from the 
viewpoint of airlines as suppliers.  Some airlines concentrate on extensive route 
networks, extended beyond their own services by alliances, code sharing and 
interlining.  Other smaller airlines operate on more modest point to point routes, but 
nevertheless rely heavily on feed traffic, through interlining, to connect passengers or 
cargo with their services. 

International air transport markets 

Air freight  transport - discussion 

7.10 The carriage of cargo by air transport in terms of capacity available and routes 
served is closely linked to passenger air transport activity with the predominance of 
international air cargo being carried in the belly holds of scheduled passenger aircraft.  
It is also generally accepted that the allocation of aircraft capacity to international 
routes is made on the basis of demand associated with passengers rather than freight, 
with freight making a relatively minor, albeit welcome, contribution to airline 
revenue.  Freight capacity is also subordinate to passenger baggage and is the first 
point of impact of load restrictions, for example as a result of inclement weather. 

7.11 By way of example of the relative importance of freight versus passengers, Air 
New Zealand recently replaced many of its wide bodied aircraft on the trans Tasman 
route with narrow bodied aircraft despite the change of aircraft substantially reducing 
the amount of cargo capacity it could offer on that route.   

7.12 For the reasons raised above it is unlikely that increases in the demand for 
freight capacity on any route would result in additional passenger aircraft capacity 
(and attached freight capacity) being allocated to that route.   

7.13 However it is possible that a surplus of demand over supply for air cargo 
capacity could lead to the entry of dedicated air freighters.  A feature of routes 
involving Australia is the imbalance in demand for air freight capacity between routes 
and between inbound and outbound flights.  Dedicated freighters respond to this 
imbalance by developing multi port itineraries which maximise cargo returns rather 
than simply operating out and back shuttle services.  The typical Lufthansa freighter, 
for example, operates the following route: 

Frankfurt – Chicago – Honolulu – Auckland – Melbourne – Kuala Lumpur – 
Bangkok – Shanghai – Frankfurt. 

7.14 More recently Qantas has for the first time introduced dedicated freighter 
services to Asia, Europe and North America. 

7.15 Against this background the ACCC believes that there is a clear differentiation 
between the air transportation of passengers versus cargo.  The ACCC also believes 
that this distinction is evident not only in the demand characteristics of the users of 
the two transport services (consumers versus importers/exporters) but even the 
conduct for which IATA has sought authorisation.  IATA clearly differentiates 
between passengers and cargo in, for example, its establishment of separate 
arrangements for tariffs and airlines services, including the specification of different 
contract of carriage models. 
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7.16 The ACCC is not aware of a relevant decision in recent times by regulators 
around the world, including the European Commission, the UK Office of Fair 
Trading, the US Department of Transportation or the NZ Commerce Commission, 
which has not recognized separate markets for passenger and cargo associated with 
the provision of air transportation services. 

7.17 IATA has stated13 in its response to the ICAS discussion paper that airlines 
compete strongly with shipping lines across their respective global and regional 
networks in the transport of cargo.  IATA states further that although not all 
commodities are suitable for transportation by air and not all commodities are suitable 
for transportation by sea, many commodities are suitable for transportation by either 
mode. 

7.18 IATA concludes from the duality of airline services as transporters of both 
passengers and cargo and its views stated above on modal competition that the 
relevant product supplied by airlines is the provision of transportation services 
utilising aircraft rather than the provision of freight air transportation services. 

7.19 The views expressed by IATA in its response to the ICAS discussion paper do 
not seem consistent with statements made by IATA in its submission on tariff 
coordination which emphasise the importance of air transport for freight and suggest 
that other transport modes are not substitutable in most cases.: 

While the vast bulk of Australian [traded] goods , by volume are transported 
by sea, goods sent by air are economically significant.  This is because they 
are often high value, high value-add or perishable goods.  Given Australia’s 
relative remoteness from world markets, efficient air transportation for 
perishable export cargoes and high value-add imports is of particular 
importance. (Para 21.5, page 79.) 

Air cargo opens markets for perishable goods which would not be marketable 
on arrival if sent by sea. (Para 21.6, Page 79) 

In its 1998 report , the Productivity Commission found that food typically 
made up a large proportion of air cargo out of Australia.  In fact perishable 
cargo makes up around 75% of total exports by air. (Para 21.8, page 79) 

Air cargo is essential for the export of goods from emerging or high 
technology sectors such as biotechnology and information technology.  This is 
because delivery of such goods is time sensitive and the distance to Australia 
makes sea shipment uncompetitive. (Para 21.9, page 79) 

7.20 The IATA argument in its ICAS market response that airlines compete with 
shipping lines on a global basis for the transport of many commodities relies, at least 
in part, on references to two tables14 which show respectively Australian major 
commodity imports and exports in 2003-04 in total (not by transport mode). 

                                                 
13 Paras5.24 and 5.25, page 23. 
14 Table 1 at page 9 and Table 3 at page 10. 



 31

7.21 The ACCC does not accept that these two simple tables provide any guide to 
transport mode substitutability.  The levels of commodity classification used are so 
broad that no conclusions could be drawn as to the physical nature of the cargo and its 
suitability for air or sea transport (eg motor vehicle parts could range from engines to 
computer chips).  There is also an absence of information as to supply side space 
availability and freight rates (eg some cargoes may not be able to sustain high 
inbound freight rates).  There is also no information on transit time factors (for 
perishable goods or “just-in-time” manufacturing inputs). 

7.22 The ACCC acknowledges that there will inevitably be Australian international 
trade cargoes which will be contestable at the margin by air and sea transport.  
However no evidence has been presented which suggests that the proportion of air 
cargo which falls into this category is of a level that a separate market for air freight 
could not be concluded. 

7.23 Subject to comments received in response to this paper the ACCC proposes to 
proceed on the basis that air freight is distinct from both sea freight and air passenger 
transport for market definition purposes when examining IATA cargo tariff 
coordination activities. 

Air freight geographic considerations 

7.24 The ACCC has consistently distinguished between the domestic and 
international air transport markets, primarily on the basis of different regulatory 
environments.  Government policy restricts the carriage of passengers/cargo between 
points in Australia to domestic airlines.  Government ownership restrictions 
effectively prevent most foreign international carriers from operating on Australian 
domestic routes. 

7.25 An exception is that the designated airlines of New Zealand may, under a 
Single Aviation Market Agreement reached between the governments of Australia 
and New Zealand, conduct operations between points in Australia. 

7.26 In the ICAS discussion paper the ACCC considered the possibility of 
differentiating between inbound freight and outbound freight but in the end postulated 
that while the ICAS was primarily oriented to Australian freight forwarders through 
their handling of outbound cargo, the distinction would make little difference to the 
ACCC’s analysis of the ICAS. 

7.27 However, after further consideration, the ACCC believes there is a strong case 
for examining inbound and outbound air freight separately as part of its examinations 
of ICAS and IATA Cargo Tariff Coordination.  A significant difference between 
passenger and cargo movements is that passenger movement is in two directions 
(most passengers take return trips) while cargo movement is only in one direction 
(origin to destination).  While substitution can occur between inbound and outbound 
travellers on passenger services it cannot occur between inbound and outbound cargo. 

7.28 The ICAS application submitted to the ACCC is restricted to the ICAS 
registration process in Australia, ICAS registered agents in Australian and the 
interaction of registered agents with airlines in relation to outbound flights.  The sale 
of capacity inbound to Australia is handled by IATA registered agents located 
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overseas and subject to their local ICAS regime.  The overseas ICAS systems do not 
fall within the ambit of IATA’s application to the ACCC for authorisation.  Under 
these circumstances the appropriate transport market for the ACCC’s examination of 
ICAS would appear to be the transport of outbound international cargo by air. 

7.29 Unlike the ICAS system as it applies in Australia, IATA Cargo Tariff 
Coordination as submitted for authorisation relates to IATA members setting 
(separate) freight rates for inbound and outbound cargoes.  Under these circumstances 
there would appear to be two transport markets relevant to the ACCC’s examination 
of IATA Cargo Tariff Coordination, a market for the transport of inbound 
international cargo by air and a market for the transport of outbound international 
cargo by air. 

7.30 In passing the ACCC notes that a market where demand from shippers 
outweighs capacity supply is more likely to see IATA tariffs, fees and charges agreed 
for offline travel applied to online services.  South African Airways submitted that 
individual carriers may charge higher than the IATA rate if that is what it is going to 
take [for shippers] to get space beyond their hub. 

7.31 In the case of Australia, submissions from interested parties universally point 
to substantial differences between the supply and demand characteristics of inbound 
and outbound cargo services.  There is a surplus of capacity on outbound services 
leading to rates described by the Productivity Commission as among the lowest in the 
world.  On the other hand strong demand relative to capacity on inbound services 
results in much higher rates.  Singapore Airlines cited general cargo freight rates of 
around A$0.65/kg for Australia to Singapore compared to around A$6.00/kg from 
Europe to Australia. 

7.32 Subject to comments received in response to this discussion paper the ACCC 
proposes to proceed on the basis that there are separate markets for inbound and 
outbound air cargo. 

7.33 In the ICAS discussion paper the ACCC raised an issue of whether or not a 
point to point approach was the most  appropriate for analysing the market for the 
carriage of freight by air to and from Australia.  The ACCC suggested that a point to 
point market seemed appropriate given that freight is generally consigned to specific, 
non-substitutable destinations. 

7.34 IATA submitted in response that it is not appropriate to use a point to point 
approach in relation to the ICAS because it is unhelpful in discovering the degree to 
which competition is likely to be affected by the system, either in relation to 
competition between airlines or competition between providers of freight forwarding 
services. 

7.35 IATA believes that the geographic dimension to the market is in relation to air 
transport services, at the least between any destination in Australia and any 
destination anywhere in the world. 

7.36 The ACCC appreciates the point IATA is making but believes in practice the 
assessment of point to point competition would not prove a problem.  Air freight does 
not move between every airport.  Interested parties have indicated that both in 
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Australia and overseas air freight tends to be between hubs with beyond hub 
distribution based on land transport.  Such an observation is consistent with the 
increasing use of narrow bodied aircraft on hub to spoke operations which have 
minimal cargo carrying capability.  Under these circumstance air freight transport 
would tend in practice to be assessed on a hub or country basis given the limited 
number of destinations reached in most countries from Australia. 

7.37 The IATA global approach fails to recognise the limitations on competition 
arising from bilateral constraints.  These constraints restrict the number of airlines 
that can operate on specific routes.  The IATA approach would see Air Mauritius 
recognised as competing against United Airlines even though they operate to different 
parts of the world and are not in active competition with each other at any level. 

Markets for freight forwarders and the sale of air freight 

7.38 In the ICAS Discussion Paper A90855/2 the ACCC identified the following 
issue: 

Issue 2. For the purposes of examining the ICAS should the market for 
freight forwarder services be restricted to the cargo air 
transport market component or should cargo air transport 
services be seen as a segment of a broader market for freight 
forwarder services for air and sea freight. 

7.39 In the paper the ACCC indicated a preference for assessing the ICAS on the 
basis that the market for freight forwarder services involving the carriage of cargo by 
air was a relevant market.  The ACCC also stated that it believed the market for 
freight forwarders was effectively a market for freight forwarders resident in 
Australia. 

7.40 IATA stated in response to the above issue that while it agreed with the basic 
thrust of the ACCC’s views there are problems with the way it has been expressed 
which if left uncommented on, may lead to the conclusion that IATA agrees with 
those views. 

7.41 IATA’s first stated difficulty was that a market is the area of close 
competition, or the field of rivalry, between firms.  Freight forwarders are participants 
in the market but do not in themselves constitute a market. 

7.42 Secondly, residency in Australia is not a relevant consideration when 
assessing the market.  Where a competitor is resident is not relevant to market 
identification.   All that is relevant is where and how rivalry (competition) manifests 
itself. 

7.43 Thirdly, to the extent that the ACCC’s views suggest that the market consists 
of outbound freight forwarding services only, IATA considered that Australian 
resident freight forwarders can and do compete in other countries for the provision of 
those services, sometimes on a global basis, but more often on the basis of services 
for commodities exported to Australia.  In addition global corporations provide 
freight forwarding (logistics services) to and from Australia, regardless of their 
residency. 
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Discussion 

7.44 The ACCC appreciates the comment made by IATA that freight forwarders 
are participants in the market but do not themselves constitute a market. The comment 
has prompted a reconsideration of markets associated with the sale of air freight and 
freight forwarders.  

7.45 In its assessment of the IATA Passenger Agency Program in A90408 the 
ACCC recognised that there was competition between airlines for the provision of 
passenger air transport services.  Effectively airlines are producers of passenger air 
transport and there is a market for such services. 

7.46 In A90408 the ACCC also recognised that there is competition in the retailing 
of passenger air transport services between a number of parties, including airlines, 
IATA accredited and non-accredited travel agents and consolidators and a market for 
the sale of passenger air transport was recognised  The ACCC noted that while the 
market for the sale of air travel to consumers located in Australia has traditionally 
tended to be the whole of Australia but not outside Australia the spread of internet 
sales was blurring geographic market boundaries. 

7.47 If air cargo activity and distribution is examined in the same way there would 
similarly appear to be a market for the carriage of air cargo (as discussed above) and a 
market for the sale of air cargo. 

7.48 Unlike in the market for the sale of air passenger transport, airlines are not, in 
general, active participants in the retailing of air cargo transport.  This is probably 
because the cost of participating in distribution is high relative to the returns from the 
activity (unlike passenger transport).  The sale of air cargo is a task undertaken almost 
exclusively by freight forwarders.  There is therefore competition between freight 
forwarders in the sale of air cargo.  That competition is also the means by which 
competition between airlines on freight rates is given effect. 

7.49 The ACCC notes however that the role of freight forward in marketing air 
cargo is slightly different to that of the travel agent marketing passenger transport.  A 
large part of the business of the travel agent is the sale of air travel.  Some of those 
sales are also components of packages which include accommodation, ground 
transport etc.. 

7.50 For the freight forwarder the sale of air cargo travel is generally an input into a 
package of freight logistical services offered to shippers which can include packaging, 
customs clearance, cargo consolidation, storage and land transport at both ends of the 
destination.  Additionally the movement of cargo by air is only one aspect of the 
forwarder’s services.  Most forwarders also provide similar services for goods carried 
by sea. 

7.51 Against this background the question must be asked what are the relevant 
distribution markets for each of the ICAS and IATA Cargo Tariff Coordination. 

7.52 While the market for the transport of cargo by air has been discussed above, 
this market would appear relevant to both types of conduct.  In the case of air cargo 
transport: 
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(i) Freight forwarders are the means by which the benefits of competition 
between airlines on air cargo transport are delivered to customers.  The 
ICAS determines which agents are able to be registered and able to 
deal directly with airlines in selling freight.  AFIF submitted in this 
respect that a freight forwarder is effectively barred from competing in 
the international air cargo market unless it joins the ICAS.  AFIF 
indicated that while it is possible to operate without IATA registration, 
through consolidators, such operators are very small.   

(ii) IATA Cargo Tariff Coordination deals with rates charged by airlines 
and associated fees, charges and conditions and is therefore directly 
relevant to competition between airlines on air cargo transport. 

7.53 A market for the sale of air cargo transport also appears relevant to at least the 
ICAS.  Freight forwarders compete with each other in the sale of air cargo transport 
through the rates they are able to obtain from airlines and the margins they impose on 
those rates.  To the extent that the ICAS determines if forwarders are able to 
participate in the sale of air cargo it is relevant to competition in that market. 

7.54 The relevance of IATA Cargo Tariff Coordination to the sale of air cargo 
transport is less evident.  Tariff coordination can impact on the degree of competition 
in prices offered to forwarders.  However if prices from airlines are held constant 
there can still be competition between forwarders on margins. 

7.55 It might also be argued that there is competition between freight forwarders 
generally which could be affected by IATA activities.  Forwarders could be seen as 
competing across combined air/sea markets with competition being affected if a 
forwarder was unable to participate in ICAS and was restricted to sea cargo transport 
and inbound air cargo only (IATA registration is not required to handle inbound air 
cargo).  To accept such a proposal would be to accept that a forwarder could not 
operate successfully with a business restricted to such activities.  No material is 
evident which supports such a proposition. 

7.56 The ACCC notes that the ICAS as submitted for authorisation relates only to 
the registration of forwarders as cargo agents in Australia and enables forwarders to 
deal directly with airlines for the sale of capacity for cargo out of Australia.  The sale 
of cargo space on aircraft inbound into Australia would be conducted by forwarders 
overseas who would be subject to the ICAS as it applied in the relevant region.  In the 
context of their ability to satisfy the local ICAS, whether or not a forwarder in 
Australia is part of global organisation or is a resident forwarder who also operates 
overseas is irrelevant.  The distinction between the characteristics of inbound cargo 
and outbound cargo, noted above by the ACCC, is also relevant to market definitions 
involving air cargo. 

International commodity markets 

Relevance to ICAS 

7.57 In the ACCC ICAS Discussion Paper A90855/2 the ACCC raised the 
possibility that the ICAS could impact shippers through its ability to affect the 
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relationship between airlines and forwarders and the operations and viability of 
forwarders. 

7.58 In its response to the ACCC paper IATA submitted that any reliance on IATA 
Cargo Tariff Conference Resolution 502 (a volume to weight factor for determining 
freight rates) in forming this view is irrelevant as Resolution 502 is not part of the 
ICAS system.  The ACCC accepts this position while noting that its reference to 
Resolution 502 was designed to illustrate generally that IATA activities in relation to 
air cargo can affect individual commodity markets rather than assert that Resolution 
502 was a factor in forming its views as to a separate commodity market. 

7.59 IATA also submitted that the facts do not support the assertion there is in any 
relevant sense airline control affecting international commodity markets. 

7.60 The ACCC in identifying a possible separate market for international 
commodities was having regard to a possible indirect impact of the ICAS.  If for 
example, the ICAS resulted in reduced competition between freight forwarders then 
this could impact on both freight forwarder margins and airline freight rates and in 
turn the ability of Australian exporters to compete internationally under a regime of 
higher consignment costs. 

7.61 It seemed to the ACCC that a guide to the quantum of detrimental impact 
resulting from reduced competition between airlines and forwarders would be the 
impact of resultant increased consignment costs on the marketability of Australian 
commodity exports. 

7.62 However the ACCC recognises that there are practical difficulties in trying to 
establish the impact of reduced competition at broad commodity levels and that in a 
sense it is unnecessary to do so.  It should be apparent that any reduction of 
competition between airlines and between freight forwarders will per se impact 
negatively on shippers. 

Relevance to IATA Cargo Tariff Coordination 

7.63 The ACCC believes, for a number of reasons that IATA Cargo Tariff 
Coordination has relevance to international commodity markets: 

- class rates identify commodities or types of commodities (eg valuable 
commodities) where freight rates are agreed; 

- specific commodity rates identify special rates for nominated 
commodities; and 

- changes to Resolution 502 can impact on rates payable by low density 
shipments. 

7.64 For example to the extent that the above identified areas of IATA Cargo Tariff 
Coordination result in changes to freight rates payable by Australian exporters of 
specific commodity groups they can impact on the international marketability of those 
exports. 
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7.65 IATA has submitted that Resolution 502 is no longer relevant, even in the 
context of tariff coordination, as the proposed changes to the standard in Resolution 
502 have been revoked.  From the ACCC’s perspective just because current proposals 
to change the standard have not succeeded there is no reason to believe there would 
not be further attempts in the future noting that under current authorisation 
arrangements such changes could be made with immunity.  A recent industry journal 
article has noted15: 

“Although unsuccessful [at changing the standard] airlines are still hoping to 
“modernise” this conversion factor to take into account the “voluming out” of 
aircraft due to the growing number of low density shipments.” 

Summary of market position 

7.66 At this stage of its deliberations, and subject to comment from industry 
parties, the ACCC believes that the relevant markets for assessing the ICAS and 
IATA Cargo Tariff Coordination are as indicated in Figure 7.1 below. 

Figure 7.1. Suggested markets for ACCC examination of IATA Cargo 
Agency System and IATA Cargo Tariff Coordination 

Markets/conduct 
IATA Cargo Agency 

System 
IATA Cargo Tariff 

Coordination 

International transport 
markets 

International air cargo 
transport - outbound 

International air cargo 
transport - inbound 

International air cargo 
transport - outbound 

Sale of transport markets  Sale of international air 
cargo transport -outbound 

n.a. 

Commodity markets n.a. International commodity 
markets 

 

Issue 1. – Are the following markets the most appropriate for examining IATA     
Cargo Tariff Coordination:       
  (i) international air transport inbound cargo;   
  (ii) international air transport outbound cargo; and  
  (iii) international commodity markets? 

                                                 
15 Air Freight Focus, Industry co-operation reaches new heights, IFW, 27 June 2005  
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8. THE FUTURE WITHOUT AUTHORISATION – THE 
COUNTERFACTUAL 

8.1 As indicated earlier in this discussion paper, the ACCC is required to assess 
the likely public benefits and anti-competitive detriment arising from the 
arrangements for which authorisation is sought. 

Future ‘with-and-without’ test 

8.2 When identifying and evaluating public benefits and anti-competitive 
detriment generated by the IATA application, the ACCC is required to apply a ‘future 
with-and-without’ test established by the Australian Competition Tribunal (the 
Tribunal).  The test requires a comparison of the public benefits and anti-competitive 
detriment that the arrangements would generate in the future if authorisation is 
granted with the position if authorisation is not granted.  The scenario in which 
authorisation is assumed not to have been granted is termed the counterfactual. 

8.3 When determining the most likely counterfactual in this case, the ACCC is 
required to assess the extent to which IATA would be likely to continue to engage in 
the various elements of the conduct covered by the application should authorisation 
not be granted. 

IATA’s views on the counterfactual 

8.4 While IATA has not specifically addressed the counterfactual in the 
submission supporting its application, statements made in relation to public benefits 
provide some insight into IATA’s views on the counterfactual. 

8.5 At para 23.6 of its submission IATA states: 

“Unilateral action by Australia will not, of itself, remove the need for Tariff 
Coordination.  As long as other countries require it, Tariff Coordination will 
continue.  A consequence of denying authorisation for Tariff Coordination in 
Australia would be that airlines of Australia would be precluded from 
participating in Tariff Coordination on routes which may affect travel to and 
from Australia, conducted at the insistence or request of other countries.” 

8.6 At para 23.7 IATA states: 

“Denying Tariff Coordination authorisation in Australia would remove the 
opportunity for airlines of Australia to play a moderating role in establishing 
tariffs which impact their feeder traffic.” 

8.7 At para 23.13 IATA states: 

“If there were no multilaterally established tariffs, established in advance, 
then the [interlining] system would fail.  Without the certainty that Tariff 
Coordination brings, the [interlining] system would break down.” 

8.8 At para 23.17 IATA states: 
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“If there were no forum for airlines to meet and establish through fares and 
rates, the likely result would be that airlines would determine their own 
through fares and rates for travel limited to their own services but would only 
offer sum of sector fares and rates for travel interlined with other airlines.” 

8.9 At para 23.22 IATA states: 

“Without the discipline of having to negotiate IATA fares and rates within the 
forum of an IATA Tariff Coordination Conference, where airlines large and 
small negotiate from different viewpoints and with differing economic 
interests, the constraint [a natural cap on prices] which results would 
disappear.” 

Discussion 

8.10 Under s.45 of the Act a corporation shall not make or give effect to a contract, 
arrangement or understanding which has the purpose or would be likely to have the 
effect of substantially lessening competition.  Under s.45A of the Act a provision of a 
contract, arrangement or understanding between competitors which fixes, controls or 
maintains prices for services is deemed to substantially lessen competition. 

8.11 Absent authorisation it is likely that IATA tariff coordination in relation to 
fares on journeys where interlining is not required to travel by air between a point in 
Australia and a point overseas would be regarded as price fixing between competitors, 
a per se breach of s.45 of the Act.  It would be expected under these circumstances 
that the process of IATA Tariff Coordination for such routes, for both inbound and 
outbound travel, would be discontinued absent authorisation. 

8.12 It might be argued that on some routes where interlining is required for the 
transport of cargo by air between one point in Australia and a point overseas that there 
is no competition between airlines on such routes and therefore no agreement between 
competitors on those routes and no lessening of competition.  On the other hand there 
could be a potential for competition on individual sectors of an itinerary involving 
offline travel. 

8.13 IATA seems to suggest in its submission that absent authorisation only 
Australian airlines would be precluded from participating in Tariff Coordination on 
routes involving Australia.  The ACCC believes it is likely that absent authorisation 
all airlines would effectively be precluded from such participation and that routes 
involving Australia should not appear on any IATA Tariff Coordination Conference 
agenda. 

Issue 2. To what extent would international airlines participate in IATA’s 
Cargo Tariff Coordination activities in relation to routes involving 
Australia if the ACCC does not provide authorisation for those 
activities? 
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9. EFFECT ON COMPETITION  

9.1 It is the task of the ACCC when assessing authorisation applications to assess 
the extent to which the relevant conduct results or would be likely to result in a 
lessening of competition in relevant markets and the detriment that would be likely to 
result. 

9.2 The ACCC normally conducts its assessment on a market by market basis and 
then forms a view on the conduct overall.  In the case of the IATA Tariff 
Coordination system and the transport of cargo there is a wide range of geographic 
markets and each of those markets may be subject to differing bilateral air service 
agreements and different degrees of competition between airlines. 

9.3 Under these circumstances the ACCC will not attempt to examine every 
market but will examine the broader competition impact of Tariff Coordination, using 
specific markets as examples where appropriate. 

IATA’s views on the competition effects of Tariff Coordination 

9.4 IATA submitted that in the market in Australia for international air services 
there are no structural impediments to competition other than those resulting from the 
bilateral air service regulatory system.  There are no structural IATA rules which 
impede competition and specifically there are no IATA restrictions on: 

 the services airlines offer or the destinations to which they operate; 

 the capacity or frequency provided by airlines; 

 airlines advertising their services; 

 the price at which airlines sell their services; or 

 the manner in which airlines distribute their products or the 
intermediaries they use to do so. 

9.5 IATA suggested that Tariff Coordination adds to competition.  By cooperating 
with other airlines, whether through alliances, code sharing or Interlining [based on 
Tariff Coordination], airlines that could not otherwise compete for business in many 
segments of the market are able to do so against airlines with large route networks 
offering online services. 

9.6 IATA submitted that indicia of a competitive market can be observed in 
relation to the market for scheduled international services in Australia: 

 there are a reasonable number of participants with 48 international 
airlines competing in the Australian market for the sale of passenger and 
freight capacity; 

 there is a range of competing services with airlines in the Australian 
market offering a wide range of competing features including in flight 
and on ground services and a wide range of service standards and add on 
benefits to passengers in all classes of travel; 
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 the Australian market features a wide rang of competitive prices and 
international passenger fares and cargo rates in the Australian market are 
very competitive; 

 international airlines and travel agents acting on their behalf actively 
market their passenger services through the press and internet and on 
television and radio in Australia; 

 international airlines operating in Australia actively promote their brand 
to position the brand in the market and appeal to particular market 
segments. 

9.7 IATA suggested that it is relevant to see whether where airlines are able to 
compete without Interlining, Tariff Coordination retards that behaviour.  IATA 
submitted that data it has presented establishes that airlines are offering competitive 
fares in the Australian market and that those fares bear no correlation to fares 
established through the IATA Tariff Coordination Conferences.  No similar data was 
provided in respect of freight rates. 

Representation of tariff rates, charges and regulations to freight forwarders 

9.8 Before proceeding to examine competition aspects of Cargo Tariff 
Coordination as it relates to markets involving Australia the ACCC believes it is 
important to understand how the rates, charges and regulations agreed at Cargo Tariff 
Coordinating Conferences are represented to and interpreted by freight forwarders. 

9.9 The ACCC understands that Australian freight forwarders believe the tariff 
rates, charges and regulations agreed at Cargo Tariff Coordination Conferences have 
general application rather than being directed towards interlined cargo.  The ACCC’s 
view comes from the wording of the IATA produced “The Air Cargo Tariff Manual” 
(the TACT manual – see below), the way that manual is used for training purposes in 
the freight forwarding industry, the submissions of freight forwarders and 
representations made by IATA in relation to Resolution 502. 

9.10 In its submissions to the ACCC IATA has emphasised that a primary role of 
tariff coordination is to facilitate interlining, i.e. the transport of passengers and cargo 
between two points not served by a single airline.  This perceived role is evident in 
the following statements: 

“Tariff coordination has two distinct and different roles.  In the first, for many 
governments which wish to approve fares and rates under their Air Services 
Agreements or have fares and rates filed for government review, it is a part of 
the process.  In the second it establishes the commercial basis for multilateral 
interlining.”16 

“It is equally important to consider what Tariff Coordination is not.  It is not 
IATA setting fares and rates which airlines must charge, it is not even airlines 
setting fares and rates which they and their competitors are obliged to charge 
, unless governments require it. ………….. ……Establishing a fare or rate for 

                                                 
16 Para 5.3, page ii, IATA submission of 24 May 2004 on IATA Tariff Coordination and Interlining. 
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Interlining provides another option for consumers which would not exist if 
Interlining did not exist.”17 

Passenger tariff coordination  

9.11 It is clear to the ACCC that retailers of passenger air transport clearly 
understand and differentiate between fares agreed at Passenger Tariff Conferences 
and fares set by markets.  The retailers understand that IATA fares are relatively 
expensive and are directed towards interlining as one means of reaching an offline 
destination or achieving travel flexibility. 

9.12 Moreover IATA emphasised in its submission on Passenger Tariff 
Coordination that airline agreed fares, rules and conditions are directed exclusively 
towards the IATA Interlining product, for example: 

“IATA fares are not directly comparable with market fares for three 
reasons: 

 IATA fares are all fully Interlineable whereas market fares, 
including those listed in Table 29 above and in Volume 1 Tab 
11 of the Supporting Materials, will all have restrictions, such 
as that travel is limited to the ticketing airline: 

 market fares are dynamic.  They change by the day, reflecting 
the airlines’ response to demand and to competition from other 
airlines; and 

 The number of seats available on each flight at specific market 
fares are usually restricted.18” 

9.13 The ACCC also understands in the case of a fare which is the basis for 
Interlining, why some conditions may need to be agreed.  If revenue from a fare (or 
rate) is to be shared across two airlines, there could need to be a consensus approach 
to setting the fare (or rate) level. 

Cargo tariff coordination  

9.14 While fares and conditions agreed at Passenger Tariff Coordination 
Conferences are clearly directed towards Interlining passengers, it is apparent to the 
ACCC that tariff rates, charges and regulations agreed as part of Cargo Tariff 
Coordination are intended to apply to online cargo as well as Interlined cargo. 

9.15 IATA issues periodically a manual titled The Air Cargo Tariff (TACT) 
Manual.  The TACT Manual comes in three volumes.  Two of the volumes contain 
agreed rates (or TACT rates), in North America and the rest of the world respectively.  
The third volume relates to TACT Rules and specifies the basis for freight rates and 

                                                 
17 Para 13.4, page 36, IATA submission of 24 May 2004 on IATA Tariff Coordination and Interlining. 
18 Para 27.21, page 111, IATA submission of 24 May 2004 on IATA Tariff Coordination and 
Interlining. 
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other charges as well as reference material pertinent to shippers and the completion of 
air waybills. 

9.16 In the June 2005 edition (64th) of the TACT Rules it is stated: 

“The rates, charges and regulations published in this Tariff (TACT Rules and 
TACT Rates) are applicable for transportation by the participating carriers, 
hereinafter referred to as Carrier, or by such Carrier in combination with 
other carriers as indicated herein.  The Carriers for whom these rates are 
published are listed on the inside of the front cover.”19 

9.17 IATA has submitted that the paragraph explains that the manual contains both 
rates established at Cargo Tariff Coordinating Conferences for interlining, and rates 
provided to the TACT by individual carriers.  IATA describes the latter as “on-line 
rates” or “carrier rates” which apply only when the indicated airlines’ services are 
used.  The ACCC believes that another interpretation of the paragraph, and one that is 
customarily made by freight forwarders, is that TACT Rules and TACT Rates can be 
applied to the shipment of cargo regardless of whether or not it is interlined. 

9.18 In the same area of the TACT Rules there is a further statement which reads: 

“All rules and regulation that are applicable to transportation between 
countries in the ECAA [European Common Aviation Area] are for the 
facilitation of interlineable consignments.  Nothing in this tariff should be 
construed as obliging any airline to apply their provisions to non–
interlineable consignments or to incorporate their terms into any arrangement 
they may have with other airlines.”20 

9.19 IATA has submitted that the second sentence in the above paragraph applies 
exclusively to the ECAA confirming that in the ECAA, airlines do not have to apply 
TACT Rules and TACT Rates to non-interlined cargo. 

9.20 The ACCC considers that above two statements stop well short of saying that 
the product of the Cargo Tariff Coordination Conferences, as embodied in the TACT 
Rules and TACT Rates, is intended to apply only to IATA Interlined cargo. 

9.21 What is apparent to the ACCC is that, as will be discussed in more detail when 
examining specific markets, TACT Rates and Rules are being applied to online cargo 
consignments.  Submissions from freight forwarders testify to this fact.  While the 
level of application varies between forwarders depending on the market leverage of 
the individual forwarders, the TACT Rates and Rules are nevertheless most definitely 
being applied to online shipments.  Moreover most forwarders with whom the ACCC 
spoke believed that TACT Rates and Rules applied to all cargo (not just interlined 
cargo).  The TACT Rules manual is even described by the forwarding industry as the 
standard text for industry training purposes.   

                                                 
19 Para 1, 1.1 Application of the Tariff, page 2. 
20 Para 8, 1.1 Application of the Tariff, page 2. 
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9.22 The Australian Federation of International Forwarders (AFIF) indicated that 
the TACT Manual is part of doing business in the freight forwarding industry.  AFIF 
organises training that all freight forwarder employees undertake based on this 
manual.  The rules contained in the TACT Manual apply to both interline and non-
interline cargo. 

9.23 The ACCC appreciates that there may be some need for agreed industry 
standards in relation to air cargo transport.  However there is no distinction made in 
the TACT Rules between rules and regulations which are intended to be industry 
standards applying to all shipments and those which are intended to be directed only 
towards interlined cargo. 

9.24 Airlines, for example, regard Resolution 502, which relates to the charging 
base for low density cargo, as an industry standard applying to all shipments.  In a 
letter to the ACCC dated 5 April 2005 IATA stated: 

“In 2003 member airlines resolved to update Resolution 502 to bring the 
standard in to line with modern requirements.” 

9.25 Another resolution, Resolution 501, provides for minimum charges for the 
shipment of air cargo (in the case of Australian currently $120).  While Resolution 
501 would appear to be intended to be used for interlined cargo (it is difficult to 
understand how an industry standard argument could be argued for a minimum charge 
for online cargo) freight forwarders in Australia are operating under the assumption 
that the minimum charge applies to all cargo shipments. 

9.26 The wording of both resolutions, when read in the terms of the references at 
paragraphs 9.16 and 9.18, appears unambiguous in implying universal application: 

- “except as provided in Paragraph 2), consignments the extreme dimensions of 
which average more that 5,000 cubic cm (305 cubic in) per kg (138 cubic in 
per lb) shall be charged for on the basis that each 5,000 cubic cm (305 cubic 
in) equal one kg or 138 cubic in equal one lb, the resulting equivalents in kg 
or lb to be rounded up to the next higher full/half kg or full lb.” (Resolution 
502) 

- “the minimum charge for any consignment shall be as shown in Attachment 
A” (Resolution 501) 

Issue 3. To what extent are the IATA TACT Rules and TACT Rates agreed at 
IATA Cargo Tariff Coordinating Conferences intended to apply to 
cargo shipped online as well as interlined cargo? 

IATA competitive market claims 

9.27 IATA submitted that indicators of a competitive market for scheduled 
international services can be seen in Australia through a reasonable number of 
participants (48 airlines), a range of competing services, competitive prices, active 



 45

marketing and brand promotion.  As discussed in the Discussion Paper A90855/321 
the ACCC does not believe that the overall number of airlines operating to and from 
Australia provides any guide to the level of competition between international airlines 
on routes or in markets involving Australia. 

9.28 IATA also claimed there is a wide range of competitive prices in the 
Australian market which are not constrained by IATA fares.  As stated in Discussion 
Paper A90855/3 the ACCC believes that a significant contributor to the level of prices 
is the level of competition in particular markets, rather than generally.  Some markets 
involving Australia, such as the trans-Tasman market and the Europe leisure traveller 
market seem reasonably competitive while other markets such as the North America 
and South Africa markets have lower levels of competition. 

9.29 IATA has undertaken a review of fares offered for travel to a range of 
destinations around the world to determine the extent to which airlines offering 
passenger services from Australia are offering fares at prices different to those fares 
established in IATA Tariff Coordination Conferences.  From this analysis it 
concludes that airlines are offering competitive fares in the Australian market and that 
those fares bear no correlation to fares established through the IATA Tariff 
Coordination Conferences.  IATA has presented no information on air freights rates 
operating in markets involving Australia. 

Information sharing 

9.30 The Provisions for the Conduct of IATA Traffic Conferences indicate that the 
sharing of information, especially in relation to costs, is an essential part of the tariff 
coordination process. 

9.31 The Terms of Reference for Tariff Coordination Conferences state22: 

“7. Subject as hereinafter provided each Cargo Tariff Coordination 
Conference shall concern itself with the analysis of relevant operating 
costs and take action to develop cargo rates and related conditions in 
respect of the area of authorisation of such Conference.” 

9.32 Moreover the IATA Tariff Services Handbook, Issue 1 of 1 July 1999, 
specifically identifies as a benefit to airlines from attending IATA Tariff Coordination 
Conferences the gaining of “access to market knowledge”: 

“Participation in Tariff Coordination opens the door to sharing in the 
exchange of market and other types of information required to intelligently 
price passenger and cargo tariffs.” 

9.33 The submission accompanying Application A90855 also indicated that when 
making proposals to IATA for consideration at IATA Traffic Conferences airlines as 
a matter of course have regard to the effect of their proposals on profitability.  
Footnote 100 to the submission states: 

                                                 
21 Paragraph 9.9. 
22 IATA Handbook Part 1, July 1999, Page 93 
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“Before any Conference meeting a route profitability analysis is undertaken, 
including a sensitivity analysis, and a negotiating brief prepared and 
approved by senior management.  This forms the basis of the airline’s 
negotiating position at the Conference meeting.” 

9.34 The ACCC believes it could be a matter for concern and result in a lessening 
of competition in air cargo transport markets where airlines meet and exchange 
information on costs on specific routes and as a result of those interchanges and with 
a view to increasing their profitability make agreements on rates to apply to routes.  
The concern would apply especially to those routes featuring direct or online service 
and where there is no particular need for interlining to occur. 

9.35 Schenker Australia advised the ACCC it was not concerned at airlines’ 
discussing rates, costs etc at Cargo Tariff Coordinating Conferences because as a 
large forwarder its bargaining position enabled it to deal with airlines in negotiations 
individually.  However Schenker considered that such practices may cause problems 
for small forwarders.  Schenker’s main concern with tariff conferences was the 
opportunity they provide to airlines to discuss non-IATA matters such as the timing 
and quantum of the imposition of surcharges such as fuel and currency and the 
reluctance to lift them in  timely fashion. 

9.36 The ACCC notes that the airline representatives at IATA Tariff Coordinating 
Conferences are likely to be the tariff experts within their companies and involved 
generally in the setting of market tariffs and developing fare/rate strategies in an 
environment where many airlines have acknowledged in submissions that IATA 
agreed fares are used for benchmarking market fares, as a basis for discounting, and 
for the setting of rates for prorate purposes. 

9.37 Under these circumstances while there may not be any explicit agreement on 
market rates between airline representatives at IATA Tariff Coordinating 
Conferences, it is likely given the roles of the representatives, the clearly stated 
objectives of the conferences and the matters being discussed that the sharing of 
knowledge that occurs would not necessarily be in the interests of competitive air 
cargo markets. 

Issue 4. Why would it be unreasonable to regard the sharing of knowledge 
between competing airlines at IATA Cargo Tariff Coordinating 
Conferences as resulting in a lessening of competition between 
airlines? 

Online cargo rates 

9.38 The ACCC would be particularly concerned if tariff rates, charges and 
regulations agreed between airlines at IATA Cargo Tariff Coordinating Conferences 
were applied to the shipment of cargo not involving Interlining. 

9.39 The ACCC notes that IATA has not presented any analysis of market freight 
rates relevant to IATA rates and the ACCC is not aware of any readily available data 
which could be used for such analysis.  Under these circumstances the ACCC must 
rely mainly on submissions made by interested parties when assessing the impact of 
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IATA agreed tariff rates, chares and regulations on freight rates charged by airlines to 
freight forwarders and in turn to shippers. 

Submissions from interested parties 

9.40 Airlines were asked by the ACCC of the circumstances or types of cargo 
where IATA or TACT freight rates would be used.  The submissions made by airlines 
responding to this question appear below. 

9.41 Malaysia Airlines stated that its rates for its online services are market driven.  
It generally applies TACT rates for class rate consignments, dangerous goods and 
perishable goods. 

9.42 Qantas advised the ACCC that around 15% of Qantas air waybills involve 
interlining on other carriers of which around 30% use IATA rates (either directly 
applied or as a basis for proration) and 70% use rates derived from special prorate 
agreements (meaning that around 4.5% of all air waybills dealt with by Qantas use 
IATA rates). 

9.43 Qantas also advised the ACCC on the status of a number of IATA cargo tariff 
resolutions which related to the determination of freight rates or charges and the 
extent to which they were applied to online and offline shipments. 

9.44 South African Airways (SAA) stated that it looks at each sector and the value 
of that sector and determines a rate based on supply and demand.  Only a small 
proportion of freight is shipped at the IATA rates.  For the rest supply and demand 
determine the rates.  The IATA rates tend to act as a ceiling, although individual 
carriers may even charge higher than the IATA rate if that is what it takes to get space 
beyond their hub 

9.45 SAA carries human remains, live animals dangerous goods and valuable cargo 
at the specified IATA rates.  Minimum weight shipments are also carried at the IATA 
published rates. 

9.46 Thai Airways cited three scenarios when IATA rates are used: 

- in certain categories where class rates apply such as live animals, valuable 
cargo and baggage shipped as cargo; 

- for minimum shipment to offline ports; 

- on routes where demand outstrips capacity.  While these routes are limited in 
number they do exist and the IATA rates tend to be a ceiling in those 
circumstances. 

9.47 Freight forwarders were asked by the ACCC when they were charged rates 
based on IATA (or TACT) rates, charges or regulations.  The comments made by 
forwarders and their representatives appear below. 

9.48 The Australian Federation of International Forwarders (AFIF) indicated that 
TACT rates would be used for 5% or less of shipments.  Class rates applying to 
specific cargo such as live animals, valuable cargo or human remains are  more likely 
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to be TACT rates.  If a freight forwarder is not a usual customer of a particular airline 
and only has a small shipment, the airline in question would look up the TACT rate 
for that commodity. 

9.49 DHL Danzas Air and Ocean (Danzas) stated that TACT rates are used for a 
very small proportion of cargo such as valuable cargo or dangerous goods, and even 
then forwarders with regular consignments could negotiate rates.  Danzas has a 
relatively high market share of perishables and in the past there was a higher usage of 
TACT rates for certain commodities.  Over the past two to three years Danzas has 
only had one perishable shipment where TACT rates were used.  Negotiations 
between airlines and freight forwarders are conducted without reference to the rates 
and rules in the TACT Manual.  Danzas advised that the TACT Manual serves as a 
reference manual in the freight forwarding industry.  In relation to specific TACT rate 
and rules Danzas advised: 

- DANZAS rarely saw a TACT minimum charge rate (TACT Rule 
3.1b); 

- fees for dangerous goods (TACT Rule 4.5) were generally applied; 

- valuation charges for high value cargoes (TACT Rule 3.2) were 
applied though Danzas would tend to refer such shipments to a 
specialist forwarder; 

- disbursement fees, documentation fees and charges collection fees 
(TACT Rules 4.2, 4.4 and 4.6) were applied; 

9.50 Hellman Worldwide Logistics commented that most rates are net rates.  For 
direct line shipments forwarders do not pay TACT rates which are used as a 
maximum guide.  However TACT rates apply to special cargoes such as human 
remains or live stock.  A 5% commission always applies to TACT shipments. 

9.51 Schenker submitted that most rates were a product of supply and demand.  
Schenker further advised that rules and rates appearing in the TACT Manual were 
designed and intended to be applied to both online and offline cargo but in practice 
were applied to varying degrees.  In relation to specific TACT rates and rules 
Schenker advised: 

- the minimum consignment charge of $120 (TACT Rule 3.1b) could be 
negotiated but was more likely to be applied to small forwarders with one 
off shipments; 

- fees for dangerous goods (TACT Rule 4.5) were applied generally; 

- valuation charges for high value cargo (TACT Rule 3.2) might be applied 
for one off shipments, depending whether or not the value of the cargo was 
declared on the air waybill; 

- general cargo, specific commodity and class rates (TACT Rules 3.5, 3.5 
and 3.7) are probably applied, most likely in the case of perishables, 
however Schenker generally does not deal with commodities covered by 
these rates; 
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- disbursements fees, documentation charges and charges collection fees 
(TACT Rules 4.2, 4.4 and 4.6) are being applied generally but may be 
subject to negotiation in some isolated cases. 

9.52 Wilson Logistics (Wilson) advised TACT rates are used for special cargo, such 
as class rated cargo or minimum sized shipments.  If a forwarder has a large volume 
of such cargo rates can be negotiated.  TACT rates are viewed as maximum rates and 
rarely quoted.  A freight forwarder may be required to pay a TACT rate if it were to 
tender cargo to an airline without having asked for a quote beforehand or received a 
rate schedule.  Smaller IATA accredited agents may be offered less of an opportunity 
to negotiate rates. 

Discussion 

9.53 From the wording of the TACT Manual and of individual rules, etc in the 
Manual and submissions made by both airlines and freight forwarders there seems 
little doubt that the rates, charges and regulations embodied in that Manual and 
emanating from resolutions passed at Cargo Tariff Coordination Conferences are 
viewed within the air cargo transport industry as applying to both online and 
Interlined cargo shipments. 

9.54 This view extends to what are described in the TACT manual as 
transportation charges and to services and related charges. 

9.55 Transportation charges include: 

- minimum charges (as specified in Resolution 501) 
- general cargo rates (550) 
- specific commodity rates (590) 
- class rates - for example for live animals, automobiles, valuable cargo, 

newspapers, human remains and baggage shipped as cargo (511a, 593, 
595, 596, 597, and 598) 

- rates for unitised cargo (514) 
- charges for small packages (501aa) 
- charges for priority service (501b and 501d). 

9.56 Services and related charges include: 

- disbursement fees (509) 
- documentation charges (512c) 
- charges for shipment of dangerous goods (518) 
- fee for charges collect (519). 

9.57 Submissions from freight forwarders and airlines state that certain TACT 
rates, such as class rates, are universally applied, to both online and Interlined cargo. 

9.58 Qantas advised that it applied IATA agreed rates to both offline and online 
shipments in cases including the following: 

- minimum cargo rates (501) 
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- valuation charges for cargo above a certain unit value (503) 
- class rates for live animals, valuable cargo, newspapers and 

periodicals, human remains and baggage shipped s cargo (511a, 595, 
596, 597 and 598) 

- charge for the preparation of air waybills (512c) 
- basis for charging for mixed consignments (513) 
- charges for shipment of dangerous goods (518) 

9.59 Qantas stated that there are innumerable types of products being shipped by 
air, and in quantities ranging from one kilogram to many tonnes.  These shipments are 
consigned by thousands of cargo agents and are carried between tens of thousand of 
origins and destination by hundreds of airlines.  It is essential for such a system to 
work that there must be standards in place which support all the elements involved, be 
they handling or rating.  The IATA process provides those standards and the IATA 
Tariff system is one element in the chain. 

9.60 Submissions also indicate that the market for outbound air cargo from 
Australia is highly competitive and most cargo travels at net rates determined by the 
market at the time.  In this highly competitive market forwarders of substance (such 
as Schenker and Danzas) are able to utilise their bargaining position to obtain rates 
lower than those specified in the TACT Manual and avoid some charges specified in 
the TACT Manual. 

9.61 Even so Schenker confirmed that it paid TACT rates for dangerous cargo fees, 
high value cargo charges, disbursement fees, documentation charges and charges 
collection fees. 

9.62 Smaller forwarders without the same bargaining power are more likely to be 
charged TACT rates and charges agreed at Tariff Coordinating Conferences even for 
online cargo.  International Cargo Express, for example, a small forwarder, stated that 
airlines quoted TACT rates to it for: 

- dangerous cargoes; 
- minimum charges; 
- consignments less than 45kg; and 
- priority freight. 

9.63 On the basis of the material presented to the ACCC the conclusion would 
appear to be able to be drawn that IATA Cargo Tariff Coordination is having an anti-
competitive impact in the outbound air cargo market. 

9.64 The extent of the detriment associated with Cargo Tariff Coordination in this 
market currently is a matter for conjecture.  Submissions suggest that around 5% of 
cargo is being carried at TACT rates.  However there is also the question of the 
impact of the TACT charges and fees on the market. 

9.65 It seems to the ACCC that the level of impact at any point in time will be 
dependent on the state of the market concerned.  In a market such as that applying to 
outbound cargo from Australia at the moment, where there is a surplus of capacity 
supply over demand, larger freight forwarders have some negotiating leverage, and 
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are able to negotiate rates down from TACT rates.  That is not to say that the current 
detriment is insignificant. 

9.66 In other markets, or possibly even in this market at other times, when there is a 
greater slant to demand than supply, the ability of airlines to impose TACT rates and 
charges to online cargo shipments will be enhanced. 

9.67 South African Airways in its submission emphasised the importance of the 
balance of supply and demand on rates.  SAA submitted that only a small proportion 
of freight is shipped at IATA rates.  For the rest, supply and demand determine the 
rates.  SAA noted that IATA rates tend to act as a ceiling although individual carriers 
may charge higher than the IATA rate if that is what it is going to take to get space 
beyond their hub. 

9.68 In making an assessment of anti-competitive detriment the ACCC has to take 
into account not only the detriment that applies currently but also the detriment that 
might apply during any further period of authorisation.   

Issue 5. The ACCC considers there is reasonable justification for concluding 
that IATA Cargo Tariff Coordination is having an anti competitive 
impact on freight rates applicable to outbound online air cargo services 
from Australia.  What is the likely extent of detriment associated with 
this impact currently and over the next five to ten years?  

9.69 The position in relation to the impact of Cargo Tariff Coordination on freight 
rates for inbound online air cargo services is less evident given that most rates for 
inbound cargo are fixed overseas.   

9.70 Wilson indicated that it handles four times more inbound than outbound cargo.  
Rates are not negotiated in the country of destination.  Wilson sees very little cargo 
charged at TACT rates. 

9.71 Schenker indicated that for inbound cargo there was minimal interlining and 
TACT rates were unlikely to be used.  Schenker stated that for inbound and outbound 
cargo TACT rates are used for unaccompanied baggage, perishables, dangerous goods 
and valuable cargo. 

9.72 Given that rates are fixed overseas the ACCC must place more reliance on the 
submissions of airlines when examining the extent to which IATA or TACT rates are 
charged for inbound cargo.  The ACCC notes that comments made by Malaysia 
Airlines, Thai Airways and South African Airways as to the charging of class rates 
applied to inbound as well as outbound cargo. 

9.73 It also appears likely to the ACCC that the TACT Manual plays a similar role 
for overseas freight forwarders arranging shipment of goods to Australia as it does for 
forwarders in Australia arranging air cargo exports.  Accordingly, subject to the 
competitiveness of the freight markets involved and the associated bargaining 
leverage of freight forwarders, the impact of Cargo Tariff Coordination on inbound 
freight rates is likely to be similar to its impact on outbound rates. 
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Issue 6. Is there any reason why the anti competitive impact IATA Cargo Tariff 
Coordination is having or likely to have on inbound freight rates is any 
different from the impact it is having or likely to have on outbound 
rates. 

IATA Tariff standards 

9.74 Earlier this paper identified that the resolutions agreed at IATA Cargo Tariff 
Coordinating Conferences related not just to freight rates but to standards apparently 
widely used in the air freight industry. 

9.75 The European Commission has also recognised the distinction between 
resolutions which set cargo rates, and administrative and technical resolutions which 
facilitate interlining in its press release of 10 October 2001.  The press release23 
announced that IATA had agreed to rescind all resolution involving the joint setting 
of rates for the air transport of freight within the European Economic Area. 

9.76 On face value there are a number of Cargo Tariff resolutions which might fall 
into the standard category.  These include resolutions relating to the following 
matters: 

- low density cargo: establishes a standard for determining the weight 
for freight charging purposes for low density cargo (Resolution 502) 

- air cargo rates airport to airport: establishes activities covered by a 
freight rate (Resolution 505) 

- use of surface transportation: provides for a freight rate to include 
surface transport sectors (Resolution 507b) 

- standard aircraft ULDs: defines the various unit load devices 
(Resolution 523). 

9.77 The ACCC has received submissions in relation to two of the above 
resolutions being Resolutions 502 and 505. 

Resolution 502 

Background 

9.78 Resolution 502 sets out a volumetric ratio used in the calculation of air freight 
charges for low density cargo.  Up until May 2002 consignments which averaged 
more than 6,000 cubic centimetres per kilogram were to be charged on the basis that 
each 6,000 cubic centimetres equals one kilogram. 

9.79 At the Composite Cargo Tariff Coordinating Conference conducted from 27-
31 May 2002 in the Hague, IATA member carriers agreed to amend Resolution 502.  
The amendment proposed that, subject to the approval of governments, low density 

                                                 
23 “IATA agrees to end the joint setting of cargo rates within the EEA,” European Commission Press 
Release IP/01/1422, 10 October. 
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cargo be assessed as if each 5,000 cubic centimetres of volume equalled one 
kilogram. 

9.80 Following representations made to it by and on behalf of exporters concerned 
at the proposed amendment, the ACCC prepared a discussion paper on Resolution 
502 and the proposed changes to the volumetric ratio.  The paper was issued on 29 
April 2004 and circulated to potentially interested parties for comment. 

9.81 The ACCC received submissions responding to the discussion paper from 16 
parties as listed below:  

Australian Department of Agriculture, Fisheries and Forestry 
Austrade 
Customs Brokers & Forwarders Council of Australia Inc 
Danzas AEI Pty Ltd 
Protea Pride 
Schenker Australia Pty Ltd 
South Australian Freight Council 
Queensland Minister for State Development and Innovation 
NSW Department of State and Regional Development 
Tasmanian Department of Premier and Cabinet 
Australian Minister for Trade 
Queensland Minister for Transport and Main Roads 
South Australian Department of Transport and Urban Planning 
P Tsolidis 
Wanguri Australian Cut Flowers 
Premier of Western Australia. 

9.82 The submissions almost universally opposed the proposed change to the 
volumetric ratio, expressing concern at its potential impact on freight rates and the 
vulnerability of a range of export commodities and their associated industries in 
Australia to increased freight charges. 

9.83 The ACCC also received, on 26 November 2004, a submission from IATA 
responding to both the ACCC discussion paper and interested party submissions. 

9.84 On 5 April 2005 IATA advised the ACCC that IATA members had 
reconsidered the proposed change to Resolution 502 at the IATA Special Composite 
Cargo Conference held on 11-12 March 2005.  IATA advised that its members had 
decided that, although a change in the standard was warranted, this was not a matter 
that should be pressed at this time.  The IATA members voted to revoke the resolution 
proposing to amend Resolution 502. 

9.85 The ACCC received a further submission from IATA dated 6 April 2005 
which responded to issues raised in relation to markets in the ACCC’s Discussion 
paper A90855/2 which addressed the IATA Cargo Agency System (ICAS).  In 
response to ACCC comments about the possibility of international commodity 
markets being relevant to the ICAS, IATA made statements including the following: 

“9.11 IATA also submits that there is little in the views expressed by the 
small minority of shippers and the small number of cargo agents that 
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have made submissions to justify the ACCC forming any opinion other 
than that the System [ICAS] is fair and open, given the credit it 
provides.  As those submissions related primarily to the then proposed 
changes to the standard in Resolution 502 (which is being revoked), 
the matter is no longer relevant. 

9.12 Although no longer relevant, even in the context of the tariff 
coordination element of the application, the factual position in relation 
to the then proposed change to Resolution 502 was extensively 
canvassed in IATA’s submission in response to the ACCC discussion 
paper on that subject.” 

Discussion 

9.86 The key elements of the IATA submissions appear to be that: 

• Resolution 502 is a standard whose purpose is the enhancement of the safe and 
efficient movement of cargo by air not an increase in cargo prices ; [Comment 
1, page 2, submission of 26 November 2004.] 

• None of the submissions from interested parties provide any facts that support 
a conclusion that the result of the proposed change to Resolution 502 is likely 
to have an adverse effect on competition in any market; [Comment 3, page 4, 
submission of 26 November 2004]. 

• The proposed change has met with complaint from shippers in Australia and in 
other countries whose mistaken concern is that this change in a technical 
standard will result in an automatic and significant increase in shipper costs, 
especially for exporters of low weight goods. [Paragraph 28.9 of the IATA 
submission of 24 May 2004 on IATA Tariff Coordination and Interlining] 

• While theoretically the change could equate to an increase in freight charges 
of 20% for some shipments the reality of the Australian market is that this is 
very unlikely to be the case. [Paragraph 28.10 of the IATA submission of 24 
May 2004 on IATA Tariff Coordination and Interlining] 

9.87 Submissions from interested parties suggest that the originally proposed 
change in Resolution 502 could result in an increase in freight charges of up to 20% 
for a number of export commodities, being cut flowers, fruit and vegetable products, 
voluminous automotive components, fashion items, giftware, electronic items, 
medical items, some machinery items, seafood and whitegoods. 

9.88 The suggestion is also made that exports of such commodities could not incur 
significant increases in freight charges and remain competitive overseas.  In the event 
that such commodities are not able to compete overseas as a result of increased freight 
charges then there would be an impact on domestic production with subsequent down 
stream effects including on employment. 

9.89 The ACCC notes in particular that leading international freight forwarders and 
their representatives are opposed to changes to Resolution 502.  Schenker argues that 
the change would immediately and seriously impact on exporters who are unable to 
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reduce package sizes – the implication is that they would face increased freight 
charges. The South Australian Freight Council suggests that any argument that 
competition in the air freight market will keep freight rates down is unlikely to be the 
case for smaller airports such as Adelaide.   

9.90 Danzas advised that its position is as expressed in a Freight Forward Europe 
position paper it attached.  In the paper it is stated that : 

“While it is presented as a technical issue, in fact the change in volume ratio 
is a straight forward freight rate increase of 20% for volumetric cargo.  It will 
also increase freight rates for cargo that is currently weight cargo but will 
become volumetric under the new ratio.  FFE believes it is against the spirit of 
normal competition for IATA to implement a rate increase across all carriers.  
To change ratio should be left to the commercial decision of individual 
carriers competing in the air freight market, and it should not be the decision 
of the airlines in unison.” 

9.91 IATA has submitted that the FFE paper is irrelevant as it deals with the 
position in Europe not Australia.  The ACCC does not find such an argument 
convincing given that IATA has argued that there is benefit from having a global 
standard and is prepared to draw the ACCC’s attention [Comment 8 in submission of 
26 November 2004] to objections to Resolution 502 being rejected by relevant 
authorities in Canada. 

9.92 The ACCC believes that whether or not IATA believes that Resolution 502 
has an efficiency rather than revenue motivation, the likelihood is that changes to the 
resolution originally agreed to by IATA members in May 2002 would have resulted in 
increases in freight charges payable by certain Australian low density cargo exporters.  
In forming this view the ACCC notes that the large freight forwarders Schenker and 
Danzas, who by dint of their scale of operations have substantial leverage in the 
negotiation of freight rates, submitted that the proposed Resolution 502 changes 
would have resulted in freight charge increases.  In light of these submissions the 
ACCC does not find persuasive the IATA argument that market conditions in 
Australia would prevent Resolution 502 changes resulting in increased freight 
charges. 

9.93 The ACCC also believes, on the basis of material provided in submissions, 
that the increases in freight charges that would have resulted from the changes to 
Resolution 502 would have been likely to have impacted on the landed price overseas 
of a range of Australian export commodities and affected their price competitiveness 
in the relevant international commodity markets.  To the extent that the volume of 
exports of these commodities fell as a result of the increased freight charges there 
would be detriment to Australian industries. 

9.94 IATA has referred to submissions from the Department of Agriculture, 
Fisheries and Forestry and Austrade (DAFF) when submitting that the proposed 
changes to Resolution 502 would have minimal impact. 
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9.95 IATA submitted24 that DAFF said that the impact of changes to Resolution 
502 would be “low overall”.  However the DAFF sentence of concern when stated in 
full reads: 

“We therefore assess the likely impact of the amendment to Resolution 502 on 
Australia’s export agriculture, fishing and forestry industries as low overall, 
but with potential specific negative effects for cut flower and flower 
arrangement exporters.” 

9.96 Moreover DAFF concludes its submission with the following paragraph: 

“Although the Department is unable to quantify the impact on agricultural 
exporters, we agree with the Commission’s view that there are real risks that 
exporters of cut flowers and other highly perishable products could face 
increases in freight charges following the implementation of the amendment to 
Resolution 502.  Increased freight charges for those exporters would 
jeopardise the competitiveness of those affected industries, with implications 
for the ongoing viability of the small businesses involved and to rural jobs.” 

9.97 IATA claimed25 that Austrade also supported a view of minimal impact from 
Resolution 502 changes when it submitted that “[as] far as we can ascertain, the 
proposed amendment has not been raised as a significant issue with Austrade …..”. 

9.98 The Austrade sentence from which IATA has selectively quoted appears to 
have a different meaning when read in full: 

“As far as we can ascertain the proposed amendment has not been raised as a 
significant issue with Austrade which indicates to us that many exporters are 
either not aware of the proposed amendments or if they do have concerns that 
they have chosen to raise them directly with other bodies such as industry or 
air freight associations.” 

Issue 7. Is there any reason why the ACCC should not conclude that the 
changes to Resolution 502 agreed at the IATA Cargo Tariff 
Coordinating Conference in May 2002, if implemented, would have 
resulted in increased freight charges, the reduced competitiveness of 
Australian exports in international commodity markets and detriment 
to specific Australian industries through the reduction of exports? 

9.99 IATA has suggested26 that given their subsequent revocation, the impact of the 
proposed changes to Resolution 502 are “… no longer relevant, even in the context of 
the tariff coordination element of this application, ..” 

9.100 The ACCC does not agree with this view.  IATA has made it clear in its 
various submissions on this matter that it is not applying for authorisation of a static 
set of resolutions agreed at a point in time but for dynamic systems which embrace 

                                                 
24 Comment 6, page 7, Submission of 26 November 2004. 
25 Comment 6, page 7, Submission of 26 November 2004. 
26 Paragraph 9.12 of submission of 6 April 2005. 
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existing resolutions, the processes by which resolutions are passed and any future 
resolutions. 

9.101 This understanding is evident both in IATA’s amended application for 
authorisation of 15 April 2003 and in its submissions addressing specific areas of  
conduct.  For example in relation to the IATA Cargo Agency System IATA has 
submitted: 

“The IATA Cargo Agency System is a dynamic system.  It changes over time in 
response to contemporary requirements, technological advances and 
opportunities to improve efficiency.  IATA’s current authorisations, granted in 
1985, reflect this.  It applies to the system itself, not a set of static resolutions, 
and as a result changes to the System are covered by the authorisation.  In 
fact, the recent changes to the System as it applies in Australia are proof of 
the dynamic nature of the program.  It simply is not a set of static 
resolutions.” 

9.102 The ACCC notes in this respect that in its application of 15 April 2003 IATA 
sought authorisation for, inter alia, “the IATA Tariff System (passenger and cargo)”. 

9.103 IATA is therefore seeking authorisation for all resolutions agreed by the IATA 
Tariff Coordinating Conferences, including Resolution 502, not only in their current 
form but in any form in which they might be agreed in the future, as well as any new 
resolutions which might be agreed in the future. 

9.104 It would seem as a result that the ACCC in assessing the IATA authorisation 
application needs to have regard to the anti-competitive detriment and public benefit 
that can arise from IATA having an unfettered ability to change and create 
resolutions.  In this context IATA has already foreshadowed in correspondence27 that 
Resolution 502 will be revisited at some time in the future: 

“Members decided that, although a change in standard is warranted, this is 
not a matter that should be pressed at this time.” 

Issue 8: The ACCC considers it is required to have regard to the potential for 
future changes to resolutions and future new resolutions to impact on 
the anti-competitive detriment and public benefit associated with the 
conduct, and over the period, for which IATA has sought 
authorisation? 

9.105 IATA has submitted that Resolution 502 constitutes an industry standard.  On 
the other hand some parties (e.g. Schenker and Danzas), when submitting that the low 
density cargo volumetric ratio should be determined by the market on an airline by 
airline basis, seem to be expressing the view that Resolution 502 should not be 
regarded as a standard.  Regardless of whether Resolution 502 is accepted as a 
standard or not, the ACCC appreciates there can be benefit from standards especially 
in terms of consistency and predictability.  However the ACCC and, implicitly, many 
parties who have lodged submission in relation to Resolution 502, also believe there 
                                                 
27 IATA letter of 5 April 2005. 
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is an issue with “standards” which are subject to change when those changes can 
result in an impact of substance for those parties. 

9.106 The ACCC is particularly concerned at the absence of any attempt by IATA or 
its member airlines to consult with potentially affected interested parties at the impact 
of changes to Resolution 502.  The concern for adequate consultation in such matters 
is also reflected in submissions made by interested parties: 

“[as] we are concerned that some exporters may not be aware of the proposed 
amendment, we would encourage the Commission to ensure exporters are 
widely consulted and given every opportunity to comment on the proposed 
amendments before any final decision on the resolution is made.” [Austrade] 

“FFE clearly takes the position that a dramatic change in the tariff system 
cannot be implemented unilaterally by the carriers.  FFE considers that any 
change needs to be discussed with the stakeholders from the forwarding 
community representing the interests of the manufacturing, trading industry.” 
[Danzas] 

9.107 It seems to the ACCC that even if IATA were to ensure that appropriate 
consultation took place, its primary objective in taking it into account would still be 
the interests of its members rather than those of third parties.  Under these 
circumstances it is difficult for the ACCC to have confidence that any consultation 
undertaken by IATA would have objectively considered anti-competitive detriment 
and public benefit associated with any changes to standards. 

9.108 The ACCC can take into account the consultation process when determining 
the form of its response to A90855.  If, for example, the ACCC provided a response 
to Application A90855 which authorised IATA conduct, e.g. the Cargo Tariff 
Coordination System, as it stood at the time of application, but did not authorise any 
future changes to the system, resolutions, etc, then IATA would need to approach the 
ACCC for authorisation of any future changes to the conduct (assuming IATA wanted 
the changes authorised).  The Trade Practices Act 1974 provides in s91A a means for 
parties to apply for minor variations to existing authorisations.  Where there is a 
change to conduct covered by an existing authorisation which involves a material 
change in the effect of the authorisation an application can be made under s91C of the 
Act for the revocation of the authorisation and the substitution of a replacement 
authorisation.  Under the Act the ACCC is required to undertake consultation with 
interested parties when responding to both types of application. 

Issue 9. To what extent should the ACCC take into account the need for 
consultation with interested parties on changes to IATA cargo tariff 
“standards” when determining its response to the IATA authorisation 
application. 
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Resolution 505 

Background 

9.109 Resolution 505 relates to air cargo rates and the services that are covered (or 
not covered) by them.  In the first instance the Resolution in general states that 
international air cargo rates shall apply to the actual gross weight (or volume) 
determined at the airport of departure, of the air cargo for transportation on an airport 
to airport basis only. 

9.110 The Resolution states that airlines may provide a range of services at the 
applicable airport to airport cargo rate, including: 

- storage of parts of a consignment prior to the execution of an air 
waybill 

- completion of execution of the air waybill; 
- acceptance (receipt) of a consignment at any of an airlines’ locations; 
- basic carrier processing required for carriage whether of not in a 

bonded area; 
- storage of consignments ready for carriage and awaiting loading on the 

aircraft; 
- aircraft loading; 
- carriage by air; 
- transit services; 
- aircraft unloading; 
- storage of all or part of a consignment after arrival at the destination 

airport; 
- presentation of consignee’s copy of the air waybill and giving notice of 

arrival to the consignee and others and the issuance of a delivery order; 
- transportation of consignments from the aircraft to a place designated 

by the customs authorities at the airport of destination . 
 
9.111 The ACCC has received a number of submissions and comments from 
interested parties suggesting that freight forwarders are being charged for certain 
operations of terminal operators when such activities should be covered by air cargo 
rates.  The contract of carriage (to be addressed in a discussion paper on IATA Cargo 
Services activities) has also been identified as relevant to this issue. 

9.112 The International Federation of National Freight Forwarders Association 
(FIATA) submitted that the pick up of goods at the agreed delivery point at an airport 
is included in the air cargo rate and the carrier does not have the right to collect 
delivery fees even though it had contracted the handling of goods with a handling 
operator.  FIATA advised it had approached IATA for advice on where carrier 
responsibility under the Resolution 505 view of airport to airport air cargo rates 
commenced at the airport of origin and finished at the airport of destination.  IATA 
had not responded on the issue at the time of FIATA’s writing. 

9.113 The Australian Federation of International Forwarders (AFIF) submitted that 
the IATA conditions of carriage which appear in the neutral air waybills used by most 
people in the industry clearly specify that cargo must be delivered to the consignee at 
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the airport of destination.  This issue was also raised by AFIF on 25 August 2003 in a 
meeting with the ACCC on the IATA Cargo Agency Program.  AFIF at the time 
indicated that freight forwarders were charged a fee by cargo handlers at airport 
terminals when they were already charging airlines for providing the service.  AFIF 
indicated that the fee was introduced by Qantas a few years ago but was now charged 
by the other three cargo handling companies.  Under the contract of carriage, cargo 
handlers should not charge this fee on freight forwarders at destinations. 

9.114 Qantas has submitted in relation to Resolution 505 that it is a “permissive” 
resolution which establishes what may be included in the airport to airport rate.  
Qantas supports the interpretation that terminal handling charges fall outside the 
range of services covered by freight rates.  As well Qantas feels that Resolution 505 is 
clear that terminal handling is not covered by rates as Paragraph 2d specifically 
excludes handling performed by an airline where that airline operates a custom 
warehouse 

9.115 Qantas stated that its Condition of Carriage states that rates and charges apply 
on an airport to airport basis and do not include any ancillary service.  The Contract of 
Carriage shown on the reverse of Qantas air waybills simply states that carriage is at 
its “applicable tariff”.  The Qantas official tariff (TACT) details all the terminal 
charges it levies. 

9.116 Qantas rejects any claim that terminal handling fees are unreasonably levied.  
Qantas has invested significant capital to provide terminal facilities.  In addition, the 
costs of operating the facilities, such as complying with stringent security 
requirements, are costs incurred in running this business and it is legitimate for 
Qantas to seek recovery from the users of the facility. 

Discussion 

9.117 The ACCC finds it curious that the heart of Resolution 505, paragraph 2, 
which covers the services listed in paragraph 9.110 above, is discretionary in terms of 
what services airlines may include in the freight rate.  The ACCC believes that for 
this reason Resolution 505 has little value in a broad sense as an industry standard or 
even in a more limited role to facilitate interlining.  For the same reason it might be 
thought to be difficult to ascribe any detriment which might be contemplated to the 
content of the Resolution.  A view could be reached however that the absence of 
precise guidance in Resolution 505 on what should be covered by a freight rate gives 
rise to detriment. 

Issue 10. Is the ACCC able to conclude from the discretionary nature of 
Resolution 505 that there is detriment arising from the lack of certainty 
as to the services covered by freight rates offered to freight 
forwarders? 

9.118 The ACCC will examine the claim of freight forwarders that they are 
unreasonably being charged cargo terminal handling fees over and above freight rates.  
It will be necessary in undertaking this task to proceed beyond Resolution 505 to 
other IATA documents.  It appears to the ACCC that, the discretionary factor aside, 
Resolution 505 is not explicit on whether terminal handling fees should or should not 
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be included in airport to airport freight rates but that at least implicitly a case can be 
made from a range of other IATA documents that standard charges associated with 
terminal handling could be seen as being included in the freight rate.  The ACCC 
finds it curious that on a matter as basic as what a customer is obtaining for a freight 
rate there should be any ambiguity. 

9.119 In Australia the task of accepting outbound cargo at airports from freight 
forwarders for shipment by air and inbound cargo from carriers is undertaken in the 
main by cargo terminal operators.  There are four main operators who provide 
services at the airports listed below: 

Qantas:   Sydney, Melbourne, Brisbane and Perth. 

Patrick Air Services: Sydney, Melbourne, Brisbane, Adelaide and 
Darwin. 

Australian Air Express: Sydney, Melbourne, Brisbane, Adelaide, Darwin 
and Cairns. 

Menzies:   Sydney, Melbourne and Brisbane. 

9.120 Airlines contract with terminal operators at each airport for the provision of 
cargo handling services.  Thai Airways for example has contracted with Patricks in 
Sydney, Melbourne and Brisbane, while Emirates has contracted at the same airports 
with Patricks.  Qantas not only handles the cargo of its own aircraft but also the cargo 
of other airlines such as Malaysia Airways and Air NZ.  The operator Australian Air 
Express is half owned by Qantas and half owned by Australia Post. 

9.121 IATA has developed a Standard Ground Handling Agreement which is a 
standard agreement between airlines and ground handling operators at airports, 
including cargo terminal operators, for the provision of services at airports.  The 
ACCC has sighted a copy of the agreement as it appears in the 23rd edition (January 
2003) of the IATA Airport Handling Manual. 

9.122 Annex A to the Airport Handling Manual details the services expected to be 
undertaken by ground handlers.  Section 5 of the Annex relates to Mail and Cargo 
Services.  Figure 9.1 below shows the physical handling of cargo expected to be 
undertaken by the terminal operator under the IATA contract. 
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Figure 9.1. IATA Standard Ground Handling Agreement, Physical Handling 
of Outbound/Inbound cargo to be provided by Ground Handler 

5.5.1 Accept cargo, ensuring that: 
(a) machine-readable labels are affixed and processed 

 (b) manual labels are affixed and processed 
 (c) shipments are ready for carriage 

 (d) the weight and volume of the shipments are checked 
(e) the regulations for the carriage of special cargo, particularly the IATA 

Dangerous Goods regulations (DGR), IATA Live Animals Regulations 
(LAR), and others have been complied with. 

5.5.2 Tally and assemble for dispatch cargo for the Carrier’s flights. 

5.5.3 Prepare: 
 (a) Bulk cargo 
 (b) ULDs 
 For delivery onto flights. 

5.5.4 Establish the weight of: 
(a) Bulk cargo 
(b) built-up ULDs 
and provide the load control unit with deadload weights. 

5.5.5 (a) Offload bulk cargo from vehicles 
 (b) Check incoming cargo against air waybills and manifests 
 (c) Break down ULDs. 

5.5.6 Release cargo to the consignee or agent. 

 

9.123 Figure 9.1 appears to show that the IATA Standard Ground Handling 
Agreement recognises that services provided by terminal operators in relation to 
inbound and outbound cargo are provided under contract on behalf of the Carrier. 

9.124 There are also aspects of the IATA standard Conditions of Contract, as 
specified in IATA Cargo Services Conference Resolution 600b(II), that suggest the 
airline’s responsibility for inbound cargo, for example, continues until the cargo is 
received by the consignee and that therefore all activities up until that receipt, even 
those undertaken by an agent in the form of a contracted terminal operator, are likely 
to be covered by a freight rate. 

9.125 Condition 9 of the IATA Conditions of Contract states that: 

“Subject to the conditions therein, the carrier shall be liable for the goods 
during the period they are in its charge or the charge of is agent.” 
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9.126 Condition 11 of the IATA Conditions of Contract states that : 

“Notice of arrival of goods will be given promptly to the consignee or to the 
person indicated on the face hereof as the person to be notified.  On arrival of 
the goods at the place of destination, subject to the acceptance of other 
instructions from the shipper prior to the arrival of the goods at the place of 
destination, delivery will be made to, or in accordance with the instructions of 
the consignee.  If the consignee declines to accept the goods or cannot be 
communicated with, disposition will be in accordance with the instructions of 
the shipper.” 

9.127 The ACCC believes there is a good case for arguing that based on the IATA 
Standard Ground Handling Agreement and the IATA Conditions of Contract, unless 
specified otherwise in the relevant air waybill, freight rates agreed with carriers 
should be regarded as covering the shipment of cargo from the point of receipt (by the 
carrier) at the airport of origin to the point of receipt (by the consignee) at the airport 
of destination.  If this argument is accepted any attempt to charge a consignee for 
terminal handling is to charge the consignee for services for which he/she has already 
paid. 

9.128 AFIF has advised in this context that initially Qantas, and subsequently the 
other terminal operators, introduced a charge in 1996/97 for loose rated cargo.  The 
charge did not apply to cargo rated as unitised cargo.  AFIF advised that although 
their members have no contract or business agreement with cargo terminal operators, 
which are chosen by airlines, they are forced to pay the charges or alternatively risk 
delays re delivery and possible storage costs. 

9.129 From the ACCC ‘s perspective there is an apparent inconsistency between the 
interpretation made by airlines and Qantas as to the treatment of terminal handling 
charges in Resolution 505 and the content of the other IATA standards examined 
above. 

9.130 The ACCC also believes that while terminal handling charges are included in 
freight rates there will be competitive pressure on the setting of terminal handling 
charges.  Airlines who are competing strongly with each other on freight rates will 
seek to obtain the bests deals they can from terminal operators to minimise their own 
costs and maximise their profits.  As a result there will be competition between the 
limited number of terminal operator in tendering to provide terminal facilities to 
airlines. 

9.131 Conversely any terminal charges levied directly on freight forwarders outside 
of freight rates are not subject to any competitive pressures. 
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Issue. 11. To what extent is Resolution 505 inconsistent with the IATA Standard 
Ground Handling Agreement and IATA Conditions of Contract in its 
treatment of terminal handling charges. 

Issue 12. If Resolution 505 allows terminal operators (including airlines who 
provide such facilities) to charge terminal handling fees over and 
above payments for such services incorporated in freight rates, does 
this lead to a reduction in competition between terminal operators and 
detriment in the form of increased terminal handling fees. 

 
Commission rates 

Submissions 

9.132 IATA Cargo Tariff Coordinating Conference resolutions specify 5% 
commission rates for IATA registered cargo agents and 2.5% for general cargo sales 
agents.  These resolutions have not been amended since 1981. 

9.133 IATA has submitted that while the commission rates remain in place in 
Australia and in most other parts of the world, they provide a reference rate only.  
IATA stated that although some cargo travels at IATA rates, especially to remote 
destinations, the vast majority of air freight from Australia travels at net rates 
negotiated between the registered cargo agent and the airline. 

9.134 Airmark stated that it does not receive commission from the use of IATA 
agreed rates as IATA rates are not charged. 

9.135 Danzas stated that net rates generally applied and it carried very little cargo at 
commissionable rates. 

9.136 International Cargo Express stated that where TACT rates were used, such as 
with minimum charges, the standard IATA 5% commission was paid. 

9.137 Hellmann Worldwide Logistics stated that a 5% commission always applies to 
TACT shipments. 

9.138 Schenker advised that most cargo was shipped using airline net rates for 
palletised cargo or airlines published rates for non-palletised cargo and these rates 
were not commissionable at the IATA airline agreed 5% rate.  Only the full TACT 
rates were commissionable at the agreed 5% rate. 
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Discussion 

9.139 The ACCC notes that while IATA has claimed that the IATA commission rate 
applies in Australia and in most other parts of the world the relevant resolutions are 
annotated to the effect that they do not apply in the European Common Aviation Area 
(i.e. for intra Europe cargo shipment) or in USA/US Territories (i.e. for cargo shipped 
from the USA or its territories). 

9.140 The commission rate issue is relevant to both inbound and outbound air cargo 
shipments.  The ACCC notes that submissions from freight forwarders in Australia 
suggest that whenever an IATA (or TACT) freight rate is charged then the IATA 5% 
commission rate is applied. 

9.141 The use of an agreed commission rate for outbound cargo means that for 
shipments where IATA (or TACT) freight rates are charged there is no competition 
between airlines on the margins they provide to freight forwarders.  In the absence of 
an agreed commission TACT rates, where charged, could be lower.  Airlines are 
likely to factor the agreed commission rate into the tariff when determining IATA 
rates at IATA Cargo Tariff Coordinating Conferences resulting in higher rates. 

9.142 The ACCC notes that there are currently no IATA agreed commission rates 
applicable to IATA passenger fares. 

Issue 13. To what extent does anti-competitive detriment arise from the 
agreement of standard commission rates at IATA Cargo Tariff 
Coordinating Conferences? 

 

10. PUBLIC BENEFITS 

10.1 The ACCC must be satisfied that conduct for which authorisation is sought 
results in a benefit to the public that outweighs any detriment arising from anti-
competitive conduct.  The ACCC will also consider the extent to which the benefits 
claimed by the Applicant represent benefits to the public. 

10.2 Consistent with the “future-with-and-without-test” outlined earlier in this 
paper the ACCC compares the public benefits generated by the conduct concerned in 
the future with those likely to be generated if the authorisation is not granted.  Public 
benefits which may accrue in the future irrespective of whether or not authorisation is 
granted for the conduct concerned may not be accorded weight of any substance. 

Public benefits claimed by the Applicant 

10.3 IATA submitted that Tariff Coordination is required to meet international 
obligations and is essential to worldwide multilateral interlining.  In terms of 
international obligations IATA claimed that Tariff Coordination is mandated by 
international agreements to which Australia is a party and is required by other 
countries which have a less liberal aviation policy than Australia, having an important 
input to government tariff approval in those countries. 
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10.4 In addition to international obligations, IATA identified public benefits at two 
other levels, the first being those arising from direct public benefits associated with 
Tariff Coordination such as through fares and rates, the facilitation of interlining and 
a natural cap on individual airline pricing. 

International obligations 

10.5 IATA stated that Australia has international obligations which the ACCC 
should respect, as a matter of both international comity and public interest.  If 
Australia is to seek to change the international regulatory framework for scheduled air 
services it is not appropriate for this to be undertaken unilaterally.  Unilateral action 
by Australia will not of itself, remove the need for Tariff Coordination.  As long as 
other counties require it, Tariff Coordination will continue. 

10.6 The ACCC understands that the claims made by IATA in relation to bilateral 
obligations apply equally to passengers and cargo.  Where bilateral air services 
agreements refer to tariffs the reference embraces cargo as well as passenger tariffs. 

10.7 The issue of bilateral obligations was extensively canvassed by the ACCC in 
its discussion paper A90855/3.  The ACCC sees no reason to revisit28 that topic in this 
paper and considers that issues raised in A90855/3 on the topic pursuant to IATA 
Passenger Tariff Coordination are equally relevant to IATA Cargo Tariff 
Coordination. 

10.8 IATA has submitted that ICAO, a specialised agency of the United Nations, 
has prepared policies on the economic regulation of international transport to which 
the ACCC should as a matter of comity have regard.   

10.9 The ACCC considers that claims made by IATA in relation to obligations 
arising from ICAO apply equally to passengers and cargo and issues related to these 
claims were explored in A90855/3. 

Tariff coordination and interlining 

Public benefits claimed by the Applicants 

10.10 IATA’s primary identified benefit of Tariff Coordination is that it enables 
multilateral interlining to occur.  In relation to cargo, Interlining is described by IATA 
as a system by which cargo may be shipped on multiple airlines, under a single 
contract using one air waybill bought in a single transaction using a single currency. 

10.11 IATA has described Tariff Coordinating Conferences as the mechanism by 
which “through rates” are established and claimed that without through rates the 
likely result would be that airlines would determine only their own through rates for 
travel limited to their own services making multilateral interlining virtually 
impossible.  IATA claimed that if there were no multilaterally established tariffs, 
established in advance, then the system would fail.  It is only when an airline knows 

                                                 
28 The only new information to emerge came from Qantas which advised that while Japan rigidly 
adheres to the fare setting and filing proviso of its ASA for passenger tariffs, it does not do so for cargo 
tariffs. 



 67

in advance what it will be paid and what it will have to pay another airline for 
interline cargo that the system will work. 

10.12 IATA has claimed that the benefits of the IATA interlining system, described 
as a facilitative system which enhances consumer choice and gives airlines an 
efficient method of accessing a worldwide route network, and tariff coordination are 
as listed below: 

 access to through rates 

 access to connecting services 

 flexibility for time-sensitive cargo 

 lower transactions costs 

 opportunity for smaller airlines to compete 

 expanded route networks 

 universality 

 efficient use of assets 

 natural cap on prices 

The views of interested parties on benefits 

10.13 The ACCC has received submissions from or met with a total of ten different 
international airlines on the subject of Cargo Tariff Coordination.  In response to 
requests made by the ACCC some airlines gave details of their alliance relationships 
and a few gave information on the levels of cargo interlined and shipped at IATA 
agreed freight rates.  All the airlines supported tariff coordination and interlining with 
common benefits identified including: 

- relying on interlining to provided increased access to destinations and feeder 
traffic; and 

- the use of IATA agreed fares as a basis for determining special prorate 
agreement rates and airline rate frameworks. 

10.14 Submissions received from some Government Department or agencies also 
made reference to cargo interline benefits.  The Department of Transport and 
Regional Services commented on the impact of alliances.  The South Australian 
Department of Transport and Urban Planning claimed interlining enabled the shipping 
of exports to virtually any destination in the world using a number of airlines. 

10.15 A submission from Melbourne Airport considered that tariff coordination 
arrangements led to significant benefits especially in relation to lower transaction 
costs. 

10.16 Six freight forwarders met with ACCC officers and provided comments on 
topics including the need for and extent of usage of IATA cargo rates. 
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10.17 The detail of comments made by interested parties will be addressed as 
appropriate in the discussion below on public benefits arising from IATA Tariff 
Coordination. 

Key public benefit issues 

10.18 It seems to the ACCC that there are two key issues relevant to the assessment 
of public benefits associated with IATA Cargo Tariff Coordination as basis for 
interlining, being: 

(1) the extent to which IATA rates are necessary in today’s international 
air cargo markets to reach offline destinations or obtain cargo shipment 
flexibility; and 

(2) the extent to which IATA rates agreed at IATA Tariff Coordinating 
Conferences are actually sold in the market and utilised for offline 
travel or to take advantage of rate flexibility conditions. 

10.19 The ACCC acknowledges that these issues may be related.  If more 
destinations are accessible without the need for offline travel, for example, it could be 
expected that the number of air waybills using IATA cargo rates would also be 
reduced.  Similarly the level of rates to destinations involving interlining relative to 
rates to destinations accessible through online travel may also be reflected in the 
volume of cargo travelling on IATA interline rates. 

10.20 The ACCC approached airlines for information in relation to the above issues 
which it regards as pivotal in determining the quantum of many benefits claimed by 
IATA to be associated with IATA Tariff Coordination.  The ACCC sought similar 
information from freight forwarders. 

The need for IATA interline rates 

Accessing offline destinations  

10.21 From the ACCC’s perspective it would appear that the ability of shippers in 
Australia to access points overseas without the need to utilise IATA interline rates has 
increased substantially since IATA Tariff Coordination received authorisation in 
1985.  A similar view could be expressed in relation to non-resident shippers wishing 
to access Australia from points overseas. 

10.22 Increased access has occurred as a result of the combination of the 
liberalisation of air services agreements, greater individual airline networks, increased 
network access through commercial bilateral arrangements (especially special prorate 
agreements), and the development of sophisticated integrated multimodal cargo 
transport systems. 

10.23 The impact of liberalisation is clearly evident.  In early 1984 there were 30 
international airlines operating to and from Australia accounting for 175 departures 
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per week29.  In November 2004 there were 43 airlines accounting for 1,101 departures 
per week30. 

10.24 In 1985 there were few, if any, alliances and for itineraries which required 
cargo to interline the IATA interline rate was likely to have been one of few options 
available.  By comparison as at 2005 most airlines operating to and from Australia 
participated in arrangements which saw their effective networks extended and cargo 
being able to reach offline destinations without recourse to IATA interline rates.  In 
the current aviation environment interline shipment is based not just on rates agreed at 
IATA Tariff Coordinating Conferences but also on rates agreed in bilateral or 
multilateral commercial arrangements between airlines. 

10.25 Submissions from airlines suggest that the primary form of relationship 
between airlines for interlining cargo is the special prorate agreement.  The marketing 
and other alliances that are used extensively for passengers are used less for cargo. 

10.26 Qantas, for example, advised the ACCC that the oneworld alliance in theory 
covers cargo but in practice it is little used for this purpose.  The level of activity is 
not worth enough to pursue it and there is little discussion between the alliance 
partners on the subject.  Qantas also advised that most code shares do not cover cargo 
though there have been some specific cargo code shares.  Most volumes of cargo go 
to destinations which Qantas can reach online or through special prorate agreements 
with other airlines. 

10.27 South African Airlines stated that it is very rare that a bilateral agreement will 
include freight.  When there are large volumes of traffic in a certain sector it will sign 
a special prorate agreement.  Otherwise the rate will be a percentage of the published 
IATA rate or a mileage prorate based on the IATA rates. 

10.28 Thai Airways stated that code sharing is not common for carriers.  It relies on 
both blocked space agreements and special prorate agreements.  A blocked space 
agreement is where carriers agree to a percentage split of the available capacity at an 
agreed cost.  Both of these approaches are carrier and route specific which covers 
most of its needs . 

10.29 Malaysia Airlines stated that code shares and alliances are not common for 
cargo services.  It is not in any alliance in relation to cargo services and does not have 
any code share for cargo services. 

10.30 The absence of any interest by airlines in pursing cargo interlining through 
alliances, even when appropriate alliance vehicles are already in place for passenger 
transport, suggests that the level of demand for cargo interlining is not very strong. 

10.31 The ACCC also notes that there have been significant developments in cargo 
transport logistics and the allocation of aircraft types to routes over the past twenty 

                                                 
29 TPA Determination A3485 of 31 October 1984, page 29. 
30 International scheduled air transport, November 2004, Bureau of Transport and Regional 
Economics. 
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years which have also impacted on the need for interlining services of the type 
provided through the IATA system. 

10.32 The organisation of international cargo transport has been enhanced through 
the development of sophisticated multimodal transport systems which have 
streamlined the flow of cargo between countries and across different modes of 
transport through the removal of national barriers, the development and alignment of 
standards for insurance and other transport documents, and the development of 
communication and information systems which allow the tracking and administration 
of cargo consignments across the full transport chain.31 

10.33 These developments are reflected in air cargo in the changing role of freight 
forwarders32 who are now assuming all the responsibilities for international shipment 
by air including responsibilities previously assumed by the airline. 

10.34 AFIF notes that in 1985 freight forwarders only issued their own waybills for 
the carriage of goods to and from New Zealand and when consolidating a number of 
smaller consignments into a larger consignment.  Today freight forwarders generally 
issue their own waybills when accepting cargo for shipment.  This involves direct 
contracting with shippers to provide the complete service necessary to carry goods by 
air internationally and the assumption of responsibility for every step in the 
transportation of the consignment. 

10.35 The developments are also reflected in increasingly seamless interfaces 
between transport modes and particularly between land transport and air transport.  It 
seems to the ACCC that where previously cargo may have interlined by air within 
countries or regions of destination, distribution now primarily occurs through land 
transport from airport hubs.  The trend towards the usage of narrow bodied aircraft, 
with limited cargo carrying capacity, to service spoke routes from hubs both by low 
cost carriers and full service carriers has contributed to this development. 

10.36 The above developments are reflected in comments made in submissions. 

10.37 AFIF indicated that freight forwarders are given a rate to the final destination 
for the cargo from the first airline involved which may include several airlines and/or 
carriage by truck as well.  AFIF also indicated that cargo to Europe would arrive at a 
main airport and then would reach its final destination by truck rather than with 
another airline.  Short haul air transport from hubs often involves narrow bodied 
aircraft not suitable for cargo carriage. 

10.38 Airmark indicated that most air cargo tends to go to main centres.  Cargo can 
then be trucked to its final destination. For example a shipment to Prague would be 
sent to Frankfurt and then by road to Prague. 

                                                 
31 See “Advanced System for Container Management in Multimodal Transport (MNS – Multimodal 
Network System”, Gabriela Rodica Hrin , ICI Bucharest, www.ici.ro/ici/revista/sic2004_4/art1.htm. 
32 Section 4.2, The Changing Role of the Freight Forwarder, AFIF submission to the ACCC of 1 May 
2003. 
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10.39 Hellman Worldwide Logistics indicated that the majority of cargo traffic out of 
Sydney and Melbourne does not interline.  When the shipment is to go to a small 
town, the leg from the hub to the smaller airport may be at the IATA rate.  However 
this is quite rare.  Freight forwarders can find direct flights to everywhere in Asia.  
Cargo to Europe would generally arrive at a hub airport and then continue to its final 
destination by truck rather than another airline.  The rate quoted to forwarders in 
Australia would also cover the truck component. Domestic freight in Australia also 
goes by road. 

10.40 Qantas stated that it had agreements with trucking companies in Europe. 

10.41 Wilson Logistics stated that for cargo to Europe an airline would quote a rate 
up to the final destination which could be expected to include a truck component. 

10.42 Material submitted to the ACCC by IATA, airlines and forwarders is 
consistent in suggesting that the amount of cargo which is interlined at IATA rates is 
very small.  IATA nevertheless claims it is not insignificant. 

10.43 IATA has submitted that there are many destinations in the world not served 
by flights by any airline operating from or to Australia and quoted statistics showing 
that at September 2003 there were 3,822 cities in the world taking scheduled airline 
operations. 

10.44 In its submission to the ACCC IATA provided a table showing its estimates of 
the number of IATA interlineable passenger tickets processed by the IATA Billing 
and Settlement Plan (BSP) in Australia in the period from 1 April 2003 to 31 March 
2004.  However no information was provided from the IATA Cargo Agency 
Settlement System (CASS) or other data sources as to the incidence of waybills which 
featured IATA interline rates nor was any information provided of substance or 
authority as to the incidence of interlining using IATA rates. 

10.45 IATA submitted that given the nature of the general cargo shipped by air from 
Australia, much of which is perishable goods, general cargo is shipped mainly online.  
IATA estimated that 90-95% of all general air cargo exported from Australia is 
online. 

10.46 IATA argued that if 90-95% of outbound general cargo is online that leaves 5-
10%, or between 17,000 and 34,000 tonnes of exported general air cargo likely to 
access the [IATA] Interline system, either on a multilateral or limited interline basis, 
accounting for somewhere near $28 million to $56 million in CASS turnover. 

10.47 IATA submitted that there are no statistics on the degree of [IATA] Interlining 
involved with inbound air cargo but given that imported goods consist of high value-
added manufactured goods from all over the world, it is likely that the incidence of 
Interlining is higher than with exported general cargo. 

10.48 AFIF was of the view that a very small percentage of cargo involves 
interlining – 90% of rates are net rates. Airlines want to carry the cargo themselves 
and freight forwarders prefer to use one airline. 
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10.49 Danzas stated that inbound a very small proportion of cargo would interline, 
probably less than 5%.  Outbound sales agents are selling carriers not operating in 
Australia.  However these carriers would have arrangements with carriers operating 
out of Australia.  Sales agents would negotiate rates that are different from TACT 
rates.  Generally interline journeys are very rarely charged a TACT rate. 

10.50 Hellman Worldwide Logistics stated that the majority of cargo traffic out of 
Sydney and Melbourne did not interline. 

10.51 International Cargo Express advised that interlined cargo was relatively rare.  
Interlined cargo (using both net and TACT rates) amounted to less than 5% of cargo 
handled. 

10.52 Malaysia Airlines provided a confidential estimate of its total outbound 
interlined cargo from Australia. 

10.53 Philippine Airlines stated that it does not interline any cargo shipments to and 
from Australia. 

10.54 Qantas advised that for inbound and outbound cargo combined about 20% of 
all waybills Qantas deals with involve interlining, with 5% involving cargo interlining 
on Qantas from other carriers and 15% interlining on other carriers from Qantas. 

10.55 Of the Qantas air waybills carried on other carriers around 30% use IATA 
rates applied either directly or as a basis for proration and 70% use rates derived from 
special prorate agreements. 

10.56 Schenker indicated that for outbound cargoes 5% from Sydney and 10% from 
Melbourne involved interlined cargo.  For inbound cargoes 5% from both Sydney and 
Melbourne involved interlined cargo.  Schenker advised that 90% of the interlined 
cargo was shipped at non-IATA rates, meaning that for Sydney around 0.5% of cargo 
interlined at IATA rates. 

10.57 Thai Airways estimated that between 5% and 8% of its cargo from Australia is 
interlined with about 40% of that at IATA rates, i.e. between 2% and 3% of its 
outbound cargo uses the IATA interline system. 

10.58 Wilson Logistics considered that a very small proportion of cargo interlines.  
Even then 99% of all cargo would be charged a market rate. 

10.59 To assist its understanding of inbound and outbound air cargo and the need for 
offline travel the ACCC has undertaken some analysis of statistics from the Australian 
Bureau of Statistics of Australian imports and exports in 2003/4 carried by air by 
countries of origin and destination respectively.  The ACCC has classified those 
statistics on the basis of whether or not the countries concerned are connected by 
online air services with Australia.  The ACCC has counted as online for cargo 
purposes any services provided by an airline beyond its overseas hub, but excluding 
code share services.  Singapore Airlines, for example, on this basis provides online 
services to thirty two countries.  The results of the ACCC’s analysis appear in tables 
at Appendices A and B to this paper. 
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10.60 The ACCC’s analysis showed that 99.97% of Australia’s inbound air cargo, 
by value, came from countries from which online air services were available to 
Australia.  In other words 99.97% of inbound air cargo was likely to be able to be 
shipped without the need for interlining. 

10.61 The ACCC’s analysis also showed that 99.69% of Australia’s outbound cargo, 
by value, was destined for countries to which there were online air services available 
from Australia.  In other words 99.69% of outbound cargo was likely to be able to be 
shipped without the need for interlining. 

10.62 In its examination of IATA passenger tariffs the ACCC formed the view that 
the cost of IATA fares relative to market fares was likely to be a factor in the take up 
of IATA fares.  The absence of readily available market freight data means that it is 
difficult to undertake similar comparisons for freight rates.  While for example there 
is an IATA rate available for the carriage of freight from Melbourne to Hong Kong 
(see Table 3.1) the rates achieved in the market may vary from consignment to 
consignment with the same airline depending on the negotiations between freight 
forwarders and airlines.  The fact that airlines see a need to effectively discount IATA 
interline rates (see Qantas example at paragraph 10.103) suggests that IATA rates are 
substantially higher than market rates. 

Travel Flexibility 

10.63 While acknowledging that the incidence of Interlining is not as high in relation 
to cargo as it is in relation to passengers, IATA claimed that Interlining provides a 
facility by which cargo can be moved to other flights, airlines or the route changed 
during the journey if the need arises, without the complexity of delay. 

10.64 The ACCC can understand how, at least in theory, a passenger may be 
prepared to pay a higher fare to obtain travel flexibility, especially on a multiple 
stopover itinerary and under circumstances where potential business developments 
can result in a need for itinerary changes. 

10.65 However the ACCC has difficulty envisaging circumstances under which a 
shipper would pay IATA rates to obtain similar flexibility for the shipment of cargo 
which is on a one way journey to a single destination.  None of the freight forwarders 
with whom the ACCC discussed Cargo Tariff Coordination raised flexibility as a 
factor behind seeking to pay IATA rates. 

Discussion of public benefits claimed by IATA 

Access to through rates 

10.66 IATA has claimed that one of the most significant benefits of interlining under 
the IATA system is that shippers have access to through rates which are developed by 
the Tariff Coordinating Conferences on most routes. 

10.67 IATA states that it might be expected that airlines in constructing rates would 
set a price for each sector and compute the rate for a journey by adding together the 
prices for the sectors involved.  IATA submits that this is not the case however and 
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through cargo rates are almost always less than the sum of the corresponding sector 
rates. 

10.68 IATA has provided in its submission a table of rate comparisons which 
shows33, for example, that the IATA through rate from Sydney to Accra is $12.15/kg 
(regardless of route) while the sum of the IATA sector rates is $23.92/kg via London 
and $15.82/kg via Johannesburg. 

10.69 As stated in A90855/3 the ACCC has difficulty with the concept of finding 
benefit from having a lower IATA rate for shipment between two points A and C via 
B than the sum of the IATA rates for the sectors A to B and B to C when it is the 
IATA airlines who jointly set all the rates.  Indeed the IATA rate comparison could be 
regarded as reflecting more on the level of the sector rates than the through rates. 

10.70 While it does not have access to relevant data the ACCC would be interested 
in seeing comparisons of the sum of the IATA sector rates on various routes and the 
sum of market net sector rates on those routes. 

Issue 14. Why should any public benefit be recognised from IATA through rates 
being lower than the sum of sector rates when all the rates concerned 
are set at IATA Cargo Tariff Coordinating Conferences? 

Access to connecting services 

10.71 IATA has claimed that the IATA Interlining system provides the opportunity 
for the transportation of cargo between city pairs that are either not served by an 
online service or where the online service operated by one airline is limited in 
frequency, not operated at the desired time of the day or day of the week, or is fully 
booked at the time and date requested.  This is seen as of particular importance in the 
movement of perishable and other time sensitive cargo. 

10.72 Submissions from interested parties, comments from freight forwarders and 
the ACCC’s own analysis of Australia trade carried by air, as examined earlier, 
suggest that while Cargo Tariff Coordination together with IATA Interlining 
provides, at least in theory, greater access to connecting services, in practice 
interlining based on IATA agreed rates is relatively rare.  While IATA has claimed 
that access to connecting services is of particular importance for the movement of 
perishable cargo, it has acknowledged in its submission34 that general cargo shipped 
from Australia is mainly shipped online because it is perishable by nature. 

Issue 15. What evidence is there available that the volume of air cargo being 
interlined at rates agreed at IATA Cargo Tariff Coordinating 
Conferences between Australia and destinations not serviced by online 
air services is at a significant level? 

                                                 
33 Table 9. 
34 Paragraph 21.18 
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Flexibility for time-sensitive cargo 

10.73 IATA claims that the IATA Interline system provides shippers with choice.  
Shippers who send consignments on IATA Interline waybills have access to: 

• connection to world markets; 
• opportunities to use a variety of routes and airlines to efficiently serve remote 

markets; and 
• smooth hand over and transportation of cargo where service interruptions 

occur. 

10.74 IATA also stated that without IATA multilateral interlining, if the need to 
change airline or route arises, the airline holding the cargo would need to arrange 
transhipment on an ad hoc bilateral basis, issue a new air way bill, settle financial 
arrangements, track the transaction and settle payment. 

10.75 IATA has also claimed that airlines participating in the IATA multilateral 
Interline system also have the flexibility of a “first available flight” system as each 
participating airline at an intermediate point with available space can take the cargo 
with a minimum connecting time and without impracticable last-minute pricing 
negotiations or paper work. 

10.76 The flexibility benefits claimed by IATA seem to be associated with 
circumstances where the offline shipment of cargo is required.  There is certainly no 
sense that a shipper would pay an IATA rate to achieve the flexibility that a passenger 
might seek on a point to point travel itinerary. 

10.77 Given that submissions from interested parties, comments from freight 
forwarders and the ACCC’s analysis point to a very low incidence of interlining based 
on rates agreed at IATA Tariff Coordinating Conferences, the incidence of shippers 
being prepared to pay IATA rates to obtain enhanced shipment flexibility would also 
seem low. 

Issue 16. What evidence is there available indicating the proportion of air cargo 
shipped at rates agreed at IATA Tariff Coordinating Conferences 
where the cargo benefits from increased shipment flexibility? 

Lower transaction costs 

10.78 IATA has claimed that costs are lower than would be involved if airlines had 
to agree bilaterally to transfer cargo.  These cost savings are reflected in lower airline 
costs and therefore lower costs to the shipper.  Each time an interlineable rate is 
requested it may be quoted without the need to seek ad hoc concurrence from other 
airlines involved in the transportation.  If and when a shipment needs to be rerouted 
this change may be done by the airlines shown on the air waybill and in some cases 
by other airlines. 

10.79 If the incidence of purchase and utilisation of the flexibility inherent in IATA 
rates is as low as it appears to the ACCC then the cost saving to airlines claimed by 
IATA would appear to be minimal. 
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10.80 In terms of costs the ACCC believes it is relevant to ask whether, given the 
apparently small number of shippers who purchase and use the interline facility of 
IATA cargo rates, the IATA Tariff Coordination system reduces or adds to the cost of 
airlines.  The cost of the IATA infrastructure required to operate and support the 
Tariff Coordination system and the costs to IATA and airlines of holding and 
attending multiple international tariff conferences per year is likely to be substantial.  
It is possible that overall the IATA Tariff Coordination system can add to the costs of 
airlines and consumers. 

10.81 The ACCC notes in this respect that IATA stated35 in its submission that many 
of the 139 IATA member airlines which do not participate in the IATA Tariff 
Coordination Conferences are small regional operators who may not be able or 
willing to extend the resources necessary to participate in the conferences. 

Issue 17. How can there be lower transaction costs of any significance given the 
limited number of shippers who interline air cargo using IATA agreed 
rates? 

Opportunity for smaller airlines to compete  

10.82 IATA has claimed that the IATA Interline system allows access to network 
economies for all airlines, rather than only for those who are large enough to operate 
substantial networks or are in alliances.  It is also claimed to provide feeder cargo for 
airlines, large and small, which have limited operations in the South Pacific. 

10.83 IATA has claimed that by participating in the IATA Interline process all 
airline participants have the opportunity to extend their networks beyond the cities to 
which they operate their own services, by accessing through mutually agreed rates, 
the networks of other airlines.  IATA considers this especially important for small and 
regional airlines that through the Interline system they can obtain much greater scope 
in the number of origin/destination pairs they can offer and greater economies of 
density on the routes they serve.  They can achieve this by participating in the IATA 
Tariff Coordinating Conferences and/or simply by joining the IATA Multilateral 
Interline Traffic Agreement. 

10.84 The ACCC believes that for a number of reasons there must be doubts that the 
IATA Tariff Coordination and Interlining system provides benefits in the form of 
significantly enhanced opportunities for small airlines, such as operators in the South 
Pacific, and airlines not in alliances to compete in cargo carriage. 

10.85 In earlier discussion the ACCC expressed the view that the level of cargo 
traffic interlining at IATA rates appeared to be very small.  There is no reason to 
expect that it should be greater for regional and airlines not in major alliances than 
other airlines.  To the extent that regional and small airlines utilise small, narrow 
bodied aircraft their ability to participate in interlining would be diminished.  As 
raised earlier in this paper, such aircraft have a limited ability to accommodate 
unitised cargo compared to the wide bodied aircraft typically used on long haul 
routes. 
                                                 
35 Paragraph 14.18. 
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10.86 The issue of whether or not IATA Tariff Coordination and Interlining provides 
feed for South Pacific carriers from other parts of the world is not relevant to this 
matter as it would not appear to provide a public benefit for Australia. 

10.87 The ACCC believes it is possible that the IATA Tariff Coordination system 
could be acting against the interests of regional operators.  IATA has acknowledged 
that many small and regional IATA members do not attend IATA Tariff Coordination 
Conferences.  Air Vanuatu has submitted to the ACCC that it does not attend as a 
matter of policy.  To accept that smaller and regional carriers benefit from Tariff 
Coordination system is to accept that all the attending carriers are going to act in the 
interests of the non-attending small and regional carriers.  The ACCC does not 
believe that this can be assumed to be the case. 

Issue 18. To what extent are there any identifiable benefits associated with 
smaller airlines from IATA Cargo Tariff Coordination.  Do factors 
such as whether or not Tariff Coordinating Conference outcomes are in 
their favour and the suitability of their aircraft for cargo carriage 
constrain any benefits? 

Expanded route networks  

10.88 IATA has submitted that the IATA Interline system allows airlines to offer 
services beyond their own route networks and airlines have very substantial 
incentives to interline (using IATA interlineable rates) when combined services are 
the only way in which they can participate in origin-destination services.  IATA 
submits that for the shipper the participation of all airlines in an Interline service on a 
particular origin-destination route greatly expands choice and consumer welfare. 

10.89 IATA has provided an example of the route between Sydney and Hong Kong 
which is served by daily non-stop flights by Cathay Pacific and Qantas.  IATA 
submits that cargo can also move between Sydney and Hong Kong via Singapore, 
Bangkok or Kuala Lumpur (amongst others) on an IATA cargo rate.  IATA submits 
that multilateral interlining therefore expands the number of competing services from 
two or three daily non stop flights to multiple connecting flights over intermediate 
points.  Qantas can secure a greater share of cargo on its Hong Kong – Sydney service 
by combining with other airlines. 

10.90 The ACCC has already examined the claimed benefit of increased 
connections.  The claimed benefit of expanded route networks appears to be a product 
of the same connectivity. 

10.91 IATA states that in the case of Hong Kong Multilateral Interlining increases 
the number of competing services from two or three non stop services to multiple 
connecting flights over intermediate points. 

10.92 The ACCC has strong reservations about whether interlining based on rates 
agreed at IATA Tariff Coordinating Conferences can ever be seen as providing a 
basis for increased competition, especially under circumstances where competition is 
dependent on the IATA rate being able to compete with online market rates. 
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10.93 The ACCC believes that in the example provided by IATA, the IATA interline 
rates for indirect travel from Sydney to Hong Kong would be unlikely to be 
competitive with the market net rates available on direct flights. 

Issue 19. To what extent can there be effective competition on a route between 
rates fixed at IATA Cargo Tariff Coordinating Conferences and online 
rates determined in the market ? 

Universality  

10.94 The ACCC examined this benefit claim in A90855/3.  IATA submitted that 
universality arises with around 335 airlines (at the time of the IATA submission) 
participating through the IATA interline arrangements, providing scheduled and 
international and domestic air services to almost every airport in the world. 

10.95 The ACCC questioned whether universality is a public benefit in itself, noting 
that any benefit associated with the scope for the interline system will be reflected in 
other public benefits claimed by IATA, such as those related to offline connectivity. 

Efficient use of assets  

10.96 IATA has submitted that IATA interlining promotes greater use of aviation 
assets and infrastructure.  Given that the allocation of aircraft resources is largely a 
product of passenger demand, with cargo being allocated space on a residual capacity 
basis, the ACCC believes that this benefit is more appropriately examined in the 
context of tariff coordination for passengers rather than cargo.  The ACCC examined 
this benefit claim in A90855/3. 

Natural cap on prices 

10.97 IATA has claimed a public benefit from rates established through the IATA 
Tariff Coordinating Conferences providing a natural cap on competitive market rates.  
It is claimed that by establishing a rate for a premium product, the fully Interlineable 
air waybill, a natural cap is placed on rates generally. 

10.98 IATA submits that without the discipline of having to negotiate IATA rates 
within the forum of an IATA Tariff Coordinating Conference, where airlines large 
and small negotiate from differing viewpoints and with differing economic interests, 
the constraint which results would disappear. 

10.99 The ACCC find it difficult to accept that IATA rates act as a cap on prices, 
especially for online rates.  Submissions and comments from interested parties, 
including airlines, consistently point to rates being determined in the market, for 
example: 

- twenty years ago IATA rates had to be used, however these days all 
rates are negotiated and IATA cargo rates are now irrelevant; 
[Airmark] 

- only a small proportion of freight is shipped at the IATA rates.  For the 
rest supply and demand determine the rates. [SAA] 
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10.100 Moreover SAA acknowledged that the IATA rates do not necessarily 
constitute a cap: 

“The IATA rates tend to act as a ceiling, although individual carriers may 
even charge higher than the IATA rate if that is what it is going to take to get 
the space beyond their hub.” 

Issue 20. Cargo rates are generally a product of supply and demand in 
competitive markets while IATA interlineable rates are agreed by 
airlines taking into account costs.  What reason is there for the market 
to accept IATA rates as a price cap, especially on the point to point 
shipment routes on which most cargo travels? 

Benefits claimed by other parties 

Airlines – base for SPAs and rate structures 

10.101 A number of airlines have submitted to the ACCC that rates agreed at IATA 
Tariff Coordinating Conferences provide a basis for rate frameworks within their own 
airlines and provide reference rates for use in special prorate agreements. 

10.102 Malaysia Airlines stated that it used TACT rates as a basis for setting special 
prorate agreements. 

10.103 Qantas stated that it used IATA based rates to construct cargo rates to offline 
destinations, e.g. Sydney to Madrid.  The constructed rate would be composed of the 
Qantas net rate for the online sector it flew (Sydney to Frankfurt) plus the amount it 
would have to remit to the interline partner (Lufthansa or Iberian) for the offline part 
of the journey (Frankfurt to Madrid) under the IATA Interline system. 

10.104 Qantas indicated that if there was no IATA rate as a basis for rate construction 
it would have to agree a SPA with the offline sector airlines concerned or use their 
published rate for the second leg.  As well, Qantas would have to commit to either 
Iberian or Lufthansa for the ex-Frankfurt services leading to possible delays (the 
IATA rates enable the cargo to be carried between Frankfurt and Madrid by any 
airline signatory to the IATA multilateral interline agreement). 

10.105 South African Airways stated that when there are large volumes of traffic on a 
certain sector it will sign a special prorate agreement, which is usually a fixed rate per 
kg depending on the product that is being moved.  Otherwise the rate will be a 
percentage of the IATA published rate or a mileage prorate based on the IATA rates.  
SAA will work out the percentage of the whole trip being carried by the second 
carrier and uses the IATA rate for that percentage to determine how much the initial 
carrier owes the second carrier. 

10.106 Thai Airways stated that TACT levels are used on occasion to determine SPA 
sector levels.  An example may be where a discount of x% off the TACT level is used 
on a specific sector in a SPA.  Also to determine sector proration where no SPA 
exists, e.g. for a shipment from Sydney to Oslo, it will carry the cargo from Sydney to 
Copenhagen and pass it to SAS.  If no SPA exists between the two parties on this 
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sector, the revenue is split on a mileage ratio basis, using the TACT rate from Sydney 
to Oslo as the base amount. 

Discussion 

10.107 It appears to the ACCC that many aspects of IATA systems assist airlines in 
their day to day operations and even in their commercial relationships with other 
airlines.  The IATA Clearing House, for example, plays a useful role in distributing 
funds between alliance members.  Similarly the IATA Prorate system can provide 
objective criteria for dividing funds received by airlines under commercial 
agreements for jointly providing off line services. 

10.108 While the use of IATA agreed rates may prove convenient for airlines in 
providing benchmarks for the setting of airlines own rates and for use in special 
prorate agreements it is not clear that the use of the IATA agreed rates for these 
purposes is necessarily in the interest of the public. 

10.109 Qantas considered that rate construction based on IATA rates is important for 
cargo to offline destinations such as South America or Africa.  Qantas believes that 
the IATA cargo tariff structure assists competition as it allows Qantas to compete in 
markets it would not be present in otherwise.  Qantas also considered that shippers are 
benefiting from the IATA framework without paying the full IATA rates for the 
particular route concerned. 

10.110 The ACCC appreciates the point made by Qantas but suggests that any benefit 
would be limited mainly to offline destinations with the potential for discounted 
IATA rates on such routes.  Indeed there is a message in the Qantas submission about 
the levels of IATA rates if the only way Qantas can compete in markets where it 
would not be present otherwise is by an approach to rate construction which 
effectively discounts the agreed IATA rate (for the sector operated by Qantas).  There 
is also a question as to how effective such competition might be against online 
carriers.  Qantas acknowledged that it would be more likely to carry large shipments 
of cargo to its final destination in Europe by truck. 

10.111 The ACCC is also concerned that the rate construction approach used by 
Qantas ignores actual competition between carriers on the legs on which it does not 
operate.  In the case of the Frankfurt to Madrid leg cited by Qantas for example, the 
ACCC believes a market rate is likely to be lower than a rate based on an IATA 
agreed rate, and that shippers are not receiving the benefits of competition on that 
sector.  Qantas has suggested that if it did not have access to the IATA agreed rate for 
the leg it would have to agree a SPA with the carriers concerned or use their 
published rates. 

10.112 The ACCC also notes that there is an incentive for carriers operating on the 
Frankfurt/Madrid sector to seek increases at IATA Tariff Coordinating Conferences 
in the IATA rate for Sydney to Madrid, thereby increasing their return on the 
Frankfurt to Madrid sector.  Qantas has suggested that it has an incentive at tariff 
conferences to block such increases to make sure it remains competitive on the route.  
The ACCC would observe that if Qantas was to block all proposed IATA rate 
increases for shipments from Australia to destinations to which Qantas does not fly in 
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order to protect constructed rate levels to those destinations Qantas would be blocking 
a substantial number of proposals at each tariff conference. 

10.113 The ACCC would observe that, in simple terms, any rate which is based on 
IATA agreed rates, be it a SPA rate or a constructed rate, is going to increase when 
the IATA rate on which it is based is increased at an IATA Cargo Tariff Coordination 
Conference.  IATA has stated in its Tariff Services Handbook, Issue 1 of 1 July 1999: 

“It should be appreciated that whatever happens to yields generally, the IATA 
tariff consultation usually leads to some increases in interline tariffs.” 

Issue 21. How could the use by airlines of rates agreed in IATA Cargo Tariff 
Coordinating Conferences for the purpose of providing a basis for rates 
used in bilateral agreements or the construction of discounted IATA 
rates be regarded as being in the public interest? 

The counterfactual and public benefits 

10.114 When examining the public benefit associated with any conduct the subject of 
an authorisation application the ACCC is required to give consideration to the 
counterfactual, that is whether or not claimed benefits would still accrue if the 
conduct was not authorised. 

10.115 The ACCC believes that developments in Europe in relation to the anti-trust 
immunity provided to IATA by the European Commission (EC) for cargo tariff 
coordination are relevant to the counterfactual in this matter. 

10.116 The position in Europe is described in an EC press release36 issued on 19 
October 2001.  Until June 1997 the activities of the IATA tariff conferences for 
freight shipment within the European Economic Area (EEA) were block-exempted.  
The Commission abolished the block exemption on the grounds that conference tariffs 
were considerably higher than market prices and that price consultations no longer 
appeared justified. 

10.117 Following the withdrawal of the block exemption , IATA applied for an 
individual exemption arguing that tariff conferences facilitated interlining.  In a 
statement of objection issued in May 2001, the Commission took the view that IATA 
had failed to demonstrate that this “55 year old restrictive system” was still necessary 
to provide customers with efficient interlining services within the EEA. 

10.118 As a result IATA agreed to end the joint setting of cargo rates within the EEA 
from the beginning of 2002, when rates were to be fixed individually be each carrier.  
The Commission did not oppose the continued application of other IATA 
administrative and technical resolutions on the cargo sector which facilitate 
interlining and are distinct from the setting of cargo rates. 

                                                 
36 “IATA agrees to end joint setting of cargo rates within the EEA”, European Commission , Brussels, 
19 October 2001, IP/01/1433. 
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10.119 The ACCC believes that the absence of IATA Cargo Tariff Coordination and 
interlining based on IATA agreed rates in relation to shipments within Europe reflects 
on the limited benefits that arise from cargo tariff coordination overall. 

10.120 The ACCC acknowledges that the EEA is a relatively contained area and the 
experience in that area might not be wholly reflective of the benefit position in 
relation to the long haul shipment typically involved in the movement of goods to and 
from Australia.  The ACCC also believes that the developments in Europe reflect the 
highly organised and competitive alternative land transport options available within 
Europe. 

10.121 Tariff coordination for shipment between European Union countries and third 
countries was until recently outside the jurisdiction of the EC.  This position changed 
on 1 May 2004.  At this stage there is no EC exemption for IATA Cargo Tariff 
Coordination for shipments between the EEA and third countries and IATA continues 
to run tariff conferences in relation to such shipments. 

10.122 The ACCC sought comments from Australian freight forwarders at the impact 
on their operations if IATA Cargo Tariff Coordination ceased: 

Airmark considered that if there were no IATA cargo tariff this would make 
no difference to its business. 

Danzas considered that if IATA cargo tariff coordination were to cease this 
would make no change to the way Danzas goes about its business.  Danzas 
sees little benefit from IATA cargo tariff coordination activities. 

International Cargo Express did not see the absence of TACT rates leading to 
the disruption of cargo flows; 

Schenker considered that the use of IATA cargo tariffs had largely ceased 
from the early 1980’s following the introduction of palletisation.  Most cargo 
was now shipped FCL on a full pallet and subject to general cargo rates 
determined by the market.  Loss of immunity in Australia and the cessation of 
cargo tariff coordination would most likely have minimal impact. 

Issue 22. What weight should be given to any benefits recognised by the ACCC 
given the experience in Europe following the cessation of Cargo Tariff 
Coordination in region and given the views of Australian freight 
forwarders that the cessation of cargo tariff coordination would have 
minimal impact on their business. 
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11. CONDITIONAL AUTHORISATION 

11.1 In circumstances where the ACCC is concerned that there may be some 
uncertainty whether the public benefit outweighs the anti-competitive detriment, the 
ACCC may consider whether it is possible to grant authorisation subject to conditions 
aimed at reducing, as far as possible, that uncertainty.   

11.2 Where the ACCC contemplates the usage of conditions in an authorisation it is 
normally with the intention of either reducing or minimising anti-competitive 
detriment or securing public benefits. 

11.3 In the case of IATA’s Tariff Coordination activities preliminary analysis 
undertaken by the ACCC tends to suggest that any usage of conditions is likely to be 
directed towards the constraining of possible anti-competitive detriment associated 
with the conduct.  This would not prevent parallel consideration being given in the 
formulation of conditions to the preservation of identified public benefits where 
possible. 

11.4 There would appear to be two options for conditions of this type in relation to 
IATA Cargo Tariff Coordination.  The first option involves trying to selectively 
excise from the conduct the core of the anti-competitive detriment associated with 
particular markets or routes while trying to preserve any benefits associated with 
IATA rate based interlining where there are no other offline travel options available.  
The other option involves removing the possibility of anti-competitive detriment by 
effectively seeking cessation of all elements of the conduct relevant to markets 
involving Australia.  Both options have been explored in greater detail in A90855/3. 

11.9 It would be assumed that both options would include a clause which resulted 
in Australia being able to meet any international obligations arising from bilateral air 
services agreements.   
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APPENDIX A. MERCHANDISE IMPORTS TO AUSTRALIA BY 
AIR BY COUNTRY OF ORIGIN BY VALUE FOR 2003/04. 

Availability of online air services to Australia from the country of origin by airline 
 

Country of Origin 
 

Value (FOB) 
($'000) 

Airline 
 

Afghanistan 43  
Albania 4,616 AO 
Algeria 19 BA 
Angola 4 BA, SA 
Anguilla 5  
Antarctica 1  
Antigua and Barbuda 4 BA, VS 
Argentina 5,656 AR, BA, MH, UA, UC 
Armenia 267  
Austria 229,622 BA, BR, CI, EK, MH, VN 
Azerbaijan 10 AO 
Bahamas 13 BA, UA 
Bahrain 1,362 BA, CX, EK,GF 
Bangladesh 1,624 BA, GF, MH, SQ, TG 
Barbados 6 BA, VS 
Belarus 129  
Belgium 309,921 AO, BA, UA 
Belize 25  
Benin 1  
Bermuda 8 UA 
Bhutan 227  
Bolivia 219 AR, UC 
Bosnia and Herzegovina 130  
Botswana 20 SA 
Brazil 24,070 AR, BA, JL, UA, UC 
Brunei Darussalam 249 BI, MH, PR, SQ, TG 
Bulgaria 3,924 AO, BA 
Burkina Faso 7  
Cambodia 270 BR, CZ, MH, TG, VN 
Cameroon 34  
Canada 532,708 AO, AP, BR, CI, CX, JL, KE, PR, SQ, UA 
Cape Verde 2 SA 
Cayman Islands 2 BA 
Central African Repub 0  
Chile 3,290 AR, UC 

China 2,573,920
AO, BA, BI, CI, CZ, CX, GA, JL, KE, MH, MU,  
OZ, PR, QF, SQ, TG, UA, VS 

Christmas Island 80 NC 
Cocos (Keeling) Island 1 NC 
Colombia 660 AR, UC 
Congo 1  
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Cook Islands 465 NZ 
Costa Rica 15,796 UA 
Cote d'Ivoire 0  
Croatia 1,437 AO, BA, 
Cuba 3,865 AO, UC, VS 
Cyprus 1,063 BA, EK 
Czech Republic 25,362 AO, BA, 
Dem Rep of Congo, Zaire 1  
Denmark 297,747 AO, BA, SQ, TG 
Dominica 4  
Dominican Republic 3,880  
East Timor, Dem Rep of 11 4N 
Ecuador 327 UC 
Egypt 2,211 AO, BA, EK, GF, KE, MH, SQ 
El Salvador 513 UA 
Equatorial Guinea 2  
Eritrea 1  
Estonia 685  
Ethiopia 12  
Fiji 105,677 AP, IE, ON, PH, NF,NZ 
Finland 165,366 AO, BA 
Former Yug Rep Macedonia 69  

France 1,952,133
AO, BA, BR, AR, CZ, CX, EK, GF, JL, KE, MH, SA,  
SQ, TG, TN, UA, VN 

French Guiana 8  
French Polynesia 3,220 NZ, HA, TN 
Gabon 1  
Gambia 7  
Georgia 22  

Germany 1,959,525
AO, AR, BA, BI, BR, CI, CX, EK, GF, JL, KE, MH, MK,  
OZ, QF, SA, SQ, TG, UA, UC, VN 

Ghana 41 BA, SA 
Gibraltar 1  
Greece 9,541 AO, BA, EK, GF, SQ, TG 
Grenada 1 BA, VS 
Guam 18 CI, JL, KE, PR 
Guatemala 169 UA 
Guinea 10  
Guyana 3  
Haiti 11  
Honduras 559  

Hong Kong (Sar of China) 562,041
BA, BI, BR, CI, CX, EK, GA, GF, NZ, PR, QF, SA, SQ, TG, UA, 
VN, VS 

Hungary 70,996 AO, BA, CX, EK, JL, KE, SQ, TG 
Iceland 2,793 AO 

India 267,244
AO, B0A, BI, CI, CX, EK, GF, JL, KE, MH, MU, QF, SA, SQ, TG, 
VS 

Indonesia 891,264 BI, BR, CI, CZ, CX, EK, GA, JL, KE, MH, OZ, PR, QF, SQ, TG 
Iran 1,784 AO, GF 
Iraq 3  
Ireland 1,165,126 AO, BA, GF, MH 
Israel 223,388 BA 
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Italy 1,226,120 AO, BA, AR, CI, CX, EK, GF, KE, JL, MH, MK, SQ, TG 
Jamaica 242 BA, UA 

Japan 1,869,523
AO, AP, BA, BR, CI, CZ, CX, GA, JL, KE, MH, MU, NZ,  
OZ, PR, PX, QF, SQ, TG, UA, VN, VS, TN 

Jordan 634 EK, GF 
Kazakhstan 9 OZ 
Kenya 1,647 BA, EK, GF, MK, SA 
Kiribati 2 ON 
Korea, Dem People's Rep 402  
Korea, Republic of 1,534,217 BR, CI, CZ, CX, EK, GA, JL, KE, MU, OZ, PR, SQ, TG, UA, VN 
Kuwait 24 BA, EK, TG 
Kyrgyztan 58  
Laos 118 TG, VN 
Latvia 94 BA 
Lebanon 2,187 AO, EK, GF, MH 
Lesotho 49 SA 
Liberia 7  
Lithuania 852 BA 
Luxembourg 1,834 AO, BA 
Macau (Sar of China) 2,081 BR, PR 
Madagascar 101 MK 
Malawi 5 SA 

Malaysia 1,351,959
AO, BI, BR, CI, CZ, CX, EK, GA, JL, KE, MH, MU, OZ,  
PR, SQ, TG, VN, VS 

Maldives 62 AO, MH, SQ 
Mali 168  
Malta 7,670 AO 
Marianas Northern 13 OZ 
Mauritania 49  
Mauritius 1,892 AO, BA, MK, SA 
Mexico 289,651 AR, BA, JL, UA, UC 
Micronesia Fed States of 4 ON 
Moldova 8 AO 
Mongolia 18 KE 
Montserrat 8  
Morocco 4,155 GF 
Mozambique 15 SA 
Myanmar 541 MH, TG 
Namibia 83 SA 
Nauru 55 ON 
Nepal 1,516 AO, TG 
Netherlands 339,307 AO, BA, CI, CZ, CX, GF, JL, MH, SQ, UA 
Netherlands Antilles 3  
New Caledonia 582 NF, NZ, QF, SB 
New Zealand 1,123,401 AR, CX, EK, KE, NF, NZ, PH, QF, SQ, TG 
Nicaragua 204  
Niger 21  
Nigeria 109 BA, SA, VS 
No Country Details 0  
Norfolk Island 315 NZ, QF 
Norway 51,820 AO, BA 
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Oman 48 BA, EK, GF, TG 
Pakistan 16,350 BA, CX, EK, GF, MH, TG 
Palau 565  
Panama 22  
Papua New Guinea 1,018,984 PX 
Paraguay 91 AR, UC 
Peru 2,525 AR, UC 
Philippines 336,277 BR, CI, CZ, CX, GF, JL, KE, MH, OZ, PR, PX, QF, SQ, TG 
Pitcairn Island 4  
Poland 19,199 AO, BA, JL 
Portugal 34,633 AO, BA, JL 
Puerto Rico 223,282 UA 
Qatar 29 BA, EK, GF, PR 
Romania 8,366 AO, BA 
Russian Federation 3,490 AO, BA, EK, KE, JL, OZ 
Samoa 10,321 AP, NZ, PH, QF 
Samoa (American) 18 PH, HA 
Sao Tome and Principe 2  
Saudi Arabia 404 BI, CX, EK, MH, PR, SQ 
Senegal 57 SA 
Serbia and Montenegro 443 AO, BA 
Seychelles 51  
Sierra Leone 92  

Singapore 1,492,698
AO, BA, BI, BR, CI, CZ, CX, GA, GF, JL, KE, MH,  
NZ, OZ, PR, PX, QF, SQ, TG, UA, VN, VS 

Slovak Republic 1,285  
Slovenia 9,566 AO 
Solomon Islands 1,158 IE, ON, PX 
Somalia 7  
South Africa 153,046 BA, CX, EK, MH, MK, QF, SA, SQ, VS 
Spain 189,445 AO, BA, AR, TG, UC 
Sri Lanka 11,207 AO, CX, EK, GF, MH, SQ, TG 
St. Helena 14  
St. Vincent & Grenadines 6  
Sudan 2  
Suriname 9  
Swaziland 1,679 SA 
Sweden 754,298 AO, BA, JL, MH, TG 
Switzerland 810,633 AO, AR, BA, EK, JL, KE, MH, MK, SA, SQ, TG, UA, VN 
Syria 197 AO, GF 
Taiwan 967,667 BR, CI, CX, JL, KE, MH, NZ, OZ, PR, TG, UA, VN 
Tajikistan 3  
Tanzania 144 BA, GF, SA 

Thailand 544,811
AO, BA, BI, BR, CI, CZ, CX, EK, GA, GF, JL, KE, MH,  
MU, OZ, PR, QF, SA, SQ, TG, UA, VN 

Togo 17  
Tonga 198 AP, NZ, PH 
Trinidad and Tobago 296 AO, BA, VS 
Tunisia 1,059  
Turkey 22,718 AO, BA, EK, GF, MH, OZ, SQ 
Turks and Caicos Islands 1 BA 
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Tuvalu 0  
Uganda 70 BA, SA 
Ukraine 1,358 AO, BA, CX, EK, JL, SQ, TG 
United Arab Emirates 18,475 AO, BA, BI, CX, EK, GF, JL, KE, MH, PR, SQ, TG, VN 

United Kingdom 2,488,313
AO, AR, BA, BI, BR, CX, EK, GF, JL, KE, MH, MK, MU, NZ, OZ, 
QF, SA, SQ, TG, UA, VS 

United States of America 9,405,264
AO, AP, AR, BR, CI, CZ, CX, EK, GF, HA, JL, KE, MH, NZ,  
OZ, PH, PR, QF, SA, SQ, TG, TN, UA, UC, VS 

United States Virgin Is 11  
Uruguay 2,310 AR 
US Minor Outlying Islands 3  
Uzbekistan 17 OZ 
Vanuatu 576 AP, IE,  NF 
Venezuela 267 AR, UC 
Viet Nam 25,100 BR, CI, CZ, CX, GA, JL, KE, MH, OZ, PR, SQ, TG, UA, VN 
Virgin Islands, British 33  
Wallis & Futuna Islands 8  
Yemen 1 GF 
Zambia 639 SA 
Zimbabwe 432 BA, SA 
Total  37,821,678  
   
   
Australia (Re-imports) 344,361  
Country Unknown 23,103  
International waters 1  
   

Source: ABS and airline websites. 
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APPENDIX B. MERCHANDISE EXPORTS FROM AUSTRALIA 
BY AIR BY COUNTRY OF DESTINATION BY VALUE FOR 
2003/04. 

Availability of online services from Australia to the country of destination by airline 
 

Country of Destination 
 

Value (FOB) ($'000) 
 

Airline 
 

Afghanistan 6,995  

Albania 58 See Appendix A 

Algeria 279 See Appendix A 

Angola 2,285 See Appendix A 

Anguilla 2  

Antarctica 57  

Antigua and Barbuda 110 See Appendix A 

Argentina 6,009 See Appendix A 

Armenia 86  

Austria 39,258 See Appendix A 

Azerbaijan 173 See Appendix A 

Bahamas 65 See Appendix A 

Bahrain 6,321 See Appendix A 

Bangladesh 4,511 See Appendix A 

Barbados 338 See Appendix A 

Belarus 70  

Belgium 217,162 See Appendix A 

Belize 88  

Bermuda 193 See Appendix A 

Bhutan 70  

Bolivia 105 See Appendix A 

Bosnia and Herzegovina 183  

Botswana 670 See Appendix A 

Brazil 30,990 See Appendix A 

Brunei Darussalam 10,062 See Appendix A 

Bulgaria 8,202 See Appendix A 

Burkina Faso 972  

Burundi 284  

Cambodia 6,221 See Appendix A 

Cameroon 335  

Canada 213,159 See Appendix A 

Cape Verde 4 See Appendix A 
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Cayman Islands 151 See Appendix A 

Central African Repub 143  

Chad 403  

Chile 13,851 See Appendix A 

China 198,846 See Appendix A 

Christmas Island 2,093 See Appendix A 

Cocos (Keeling) Island 728 See Appendix A 

Colombia 2,556 See Appendix A 

Comoros, Republic of 12 MK 

Congo 1,753  

Cook Islands 1,203 See Appendix A 

Costa Rica 2,416 See Appendix A 

Cote d'Ivoire 301 See Appendix A 

Croatia 1,408 See Appendix A 

Cuba 180 See Appendix A 

Cyprus 2,731 See Appendix A 

Czech Republic 3,331 See Appendix A 

Dem Rep of Congo, Zaire 330  

Denmark 55,872 See Appendix A 

Djibouti 24  

Dominican Republic 318  

East Timor, Dem Rep of 4,135 See Appendix A 

Ecuador 759 See Appendix A 

Egypt 5,134 See Appendix A 

El Salvador 466 See Appendix A 

Equatorial Guinea 119  

Eritrea 316  

Estonia 353  

Ethiopia 1,093  

Falkland Islands 95  

Fiji 100,230 See Appendix A 

Finland 28,438 See Appendix A 

Former Yug Rep Macedonia 622  

France 205,470 See Appendix A 

French Antilles 80  

French Guiana 24  

French Polynesia 8,355 See Appendix A 

Gabon 115  

Gambia 145  

Georgia 481  
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Germany 605,766 See Appendix A 

Ghana 10,387 See Appendix A 

Gibraltar 3,668  

Greece 16,472 See Appendix A 

Grenada 14 See Appendix A 

Guam 6,380 See Appendix A 

Guatemala 440 See Appendix A 

Guinea 808  

Guinea-Bissau 16  

Haiti 51  

Honduras 173  

Hong Kong (Sar of China) 1,089,679 See Appendix A 

Hungary 4,124 See Appendix A 

Iceland 1,383 See Appendix A 

India 3,012,773 See Appendix A 

Indonesia 122,325 See Appendix A 

Iran 7,738 See Appendix A 

Iraq 12,583  

Ireland 61,375 See Appendix A 

Israel 38,367 See Appendix A 

Italy 79,043 See Appendix A 

Jamaica 795 See Appendix A 

Japan 858,165 See Appendix A 

Jordan 3,476 See Appendix A 

Kazakhstan 2,918 See Appendix A 

Kenya 4,648 See Appendix A 

Kiribati 2,559 See Appendix A 

Korea, Republic of 1,425,696 See Appendix A 

Kuwait 10,992 See Appendix A 

Kyrgyztan 38  

Laos 14,560 See Appendix A 

Latvia 505 See Appendix A 

Lebanon 3,292 See Appendix A 

Lesotho 114 See Appendix A 

Liberia 3,121  

Libya 3,225 BA 

Lithuania 1,065 See Appendix A 

Luxembourg 261 See Appendix A 

Macau (Sar of China) 18,041 See Appendix A 

Madagascar 636 See Appendix A 
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Malawi 160 See Appendix A 

Malaysia 260,270 See Appendix A 

Maldives 7,302 See Appendix A 

Mali 5,450  

Malta 806 See Appendix A 

Marianas Northern 136 See Appendix A 

Marshall Islands 237  

Mauritania 728  

Mauritius 6,797 See Appendix A 

Mexico 19,474 See Appendix A 

Micronesia Fed States of 523 See Appendix A 

Mongolia 4,496 See Appendix A 

Morocco 1,296 See Appendix A 

Mozambique 1,022 See Appendix A 

Myanmar 1,256 See Appendix A 

Namibia 1,031 See Appendix A 

Nauru 4,372 See Appendix A 

Nepal 1,417 See Appendix A 

Netherlands 221,271 See Appendix A 

Netherlands Antilles 780  

New Caledonia 24,327 See Appendix A 

New Zealand 2,414,776 See Appendix A 

Nicaragua 70  

Niger 600  

Nigeria 5,145 See Appendix A 

Niue 37 See Appendix A 

No Country Details 0 PH 

Norfolk Island 4,724 See Appendix A 

Norway 19,316 See Appendix A 

Oman 3,687 See Appendix A 

Pakistan 20,090 See Appendix A 

Palau 439  

Panama 804  

Papua New Guinea 117,966 See Appendix A 

Paraguay 128 See Appendix A 

Peru 2,851 See Appendix A 

Philippines 136,846 See Appendix A 

Pitcairn Island 25  

Poland 10,856 See Appendix A 

Portugal 12,705 See Appendix A 
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Puerto Rico 4,758 See Appendix A 

Qatar 7,017 See Appendix A 

Reunion 684  

Romania 3,693 See Appendix A 

Russian Federation 27,762 See Appendix A 

Rwanda 140  

Samoa 3,864 See Appendix A 

Samoa (American) 1,099 See Appendix A 

Saudi Arabia 24,903 See Appendix A 

Senegal 88 See Appendix A 

Serbia and Montenegro 695 See Appendix A 

Seychelles 205  

Sierra Leone 475  

Singapore 989,453 See Appendix A 

Slovak Republic 2,830  

Slovenia 1,684 See Appendix A 

Solomon Islands 13,158 See Appendix A 

Somalia 162  

South Africa 152,661 See Appendix A 

Spain 70,848 See Appendix A 

Sri Lanka 14,122 See Appendix A 

St Christopher and Nevis 18  

St. Lucia 5 VS 

Sudan 1,655  

Suriname 581  

Swaziland 219 See Appendix A 

Sweden 60,064 See Appendix A 

Switzerland 125,817 See Appendix A 

Syria 683 See Appendix A 

Taiwan 376,096 See Appendix A 

Tajikistan 455  

Tanzania 7,196 See Appendix A 

Thailand 608,721 See Appendix A 

Togo 55  

Tonga 1,592 See Appendix A 

Trinidad and Tobago 515 See Appendix A 

Tunisia 260  

Turkey 26,745 See Appendix A 

Turkmenistan 8  

Tuvalu 150  
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Uganda 1,201 See Appendix A 

Ukraine 2,008 See Appendix A 

United Arab Emirates 108,252 See Appendix A 

United Kingdom 2,868,791 See Appendix A 

United States of America 1,983,409 See Appendix A 

United States Virgin Is 13  

Uruguay 1,125 See Appendix A 

US Minor Outlying Islands 7,825  

Uzbekistan 1,869 See Appendix A 

Vanuatu 6,430 See Appendix A 

Venezuela 2,779 See Appendix A 

Viet Nam 51,672 See Appendix A 

Virgin Islands, British 188  

Wallis & Futuna Islands 152  

Yemen 440 See Appendix A 

Zambia 1,253 See Appendix A 

Zimbabwe 992 See Appendix A 

Total 19,511,817  

   

International Waters 3,196  

Ship & Aircraft Stores 601,263  

Country Unknown 2,280  

Source: ABS and airline websites. 
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APPENDIX C. 2-DIGIT AIRLINE CODES. 

2-digit airline code Airline 
AO 
AP 
AR 
BA 
BI 
BR 
CI 
CX 
CZ 
EK 
4N 
GA 
GF 
HA 
IE 
JL 
KE 
MH 
MK 
MU 
NC 
NF 
NZ 
ON 
OZ 
PH 
PR 
PX 
QF 
SA 
SB 
SQ 
TG 
TN 
TY 
UA 
UC 
VN 
VS 

Austrian Airlines 
Air Pacific 

Aerolineas Argentinas 
British Airways 

Royal Brunei Airlines 
EVA Air 

China Airlines 
Cathay Pacific 
China Southern 

Emirates 
Air North 
Garuda 
Gulf Air 

Hawaiian Airlines 
Solomon Airlines 

Japan Airlines Limited 
Korean Air 

Malaysia Airlines 
Air Mauritius 
China Eastern 
National Jet 
Air Vanuatu 

Air New Zealand 
Air Nauru 

Asiana Airlines 
Polynesia Airlines 

Philippines Airways 
Air Niugini 

Qantas 
South African Airways 

Aircalin 
Singapore Airlines 

Thai Airways 
Air Tahiti Nui 
Air Caledonie 

United Airlines 
Lan Chile 

Vietnam Airlines 
Virgin Atlantic 

 


