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Dear Mr Channing, 

Thank you for your letter dated 19 August 2008 to Mr Paul Tan, 
Regional Vice President South West Pacific, Singapore Airlines, concerning an 
application to the Australian Competition and Consumer Commission (ACCC) for 
authorisation from Air New Zealand and Air Canada (the Applicants). 

Please be advised that I have recently succeeded Mr Tan as Singapore 
Airlines' Regional Vice President South West Pacific and am responding on 
behalf of the Company. Singapore Airlines appreciates the opportunity to 
comment on the application and welcomes the ACCC's consideration of aviation 
market matters. 

The liberalisation of air services is essential to provide not only 
competition, but also the necessary access to global trade and tourism markets, 
so vital for an island nation like Australia. As you may be aware, international 
aviation has traditionally been one of the most protected industries: an irony, 
given it is the industry that facilitates globalisation in trade of goods and services 
and the exchange of people across borders. This is largely because the system 
of treaties that govern international aviation - bilateral air services arrangements - 
are often highly restrictive and become even more complex when airlines seek to 
operate on to a third country that is not party to the treaty. As a consequence, 
many elements of international aviation have not yet been genuinely exposed to 
competition. 

Singapore Airlines believes that competition should be given greater 
weight in aviation policy decision-making. The importance of diversifying access 
to the Australian aviation market has strong consumer benefits, which we argue 
should be an important microeconomic reform policy goal for any government. 
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Giving the ACCC a role in developing the national position on 
negotiating air service agreements would be a positive step toward enshrining 
competition, and the consumer benefits it brings, into Australia's aviation policy. 

The Trans-Pacific route between Australia and the United States is one 
example where Australia's regulatory approach maintains protection for 
Australian carriers. An approach that is in stark contrast to the Australian 
Government's position supporting open and free trade elsewhere. Today there is 
simply not enough competition on the trans-Pacific route with only Qantas and 
United Airlines servicing the route directly from Australia and fares are very high 
and uncompetitive as a result'. Tourism stakeholders, airports, economic 
analysts and consumer groups all agree that this route is under-served and that 
Australia's protectionist policies prevent the entry of new operators in the market. 

The same can be said of the Trans-Pacific route between Australia and 
Canada, where both Australian and Canadian Government policies stifle 
expansion and limit entry to new operators on the route. Neither the Singapore - 
Australia Air Services Agreement or the Singapore - Canada Air Services 
Agreement permit Singapore Airlines to operate on the trans-Pacific route 
between Australia and Canada. 

The Australian Government's Bureau of Infrastructure, Transport and 
Regional Economics (BITRE) identified that a total of 7,859 passengers travelled 
non-stop between Australia and Canada in 2007. In contrast 1,773,556 
passengers travelled non-stop between Australia and the United States over the 
same period. The same report identified that 105,114 passengers travelled 
between Vancouver and Sydney with 598,198 travelling between Los Angeles 
and Sydney (inbound and outbound). For each market the vast majority of traffic 
was carried on only two carriers. On this data it is obvious from the size of the 
Australia 1 Canada market vis-a-vis the Australia I United States market that the 
impact of the Cooperation Agreement would be minimal. 

Regardless of passenger numbers and the ACCC's ultimate decision in 
relation to the authorisation, it is clear that there isn't enough competition 
between Oceania and North America to effectively constrain the pricing, capacity 
and scheduling decisions on trans-Pacific routes. In contrast, according to the 
BlTRE report, a total of 4,675,839 passengers travelled non-stop between 
Australia and Singapore in 2007 on nine carriers, which arguably demonstrates 
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that increased capacity and competition have a substantial economic multiplier 
benefit. 

While Singapore Airlines advocates greater competition we also 
recognise that should the equilibrium between capacity, fares and service 
become too unstable, competitive pressures can lead to the withdrawal of key 
players and a total absence of competition. Such a situation benefits no one, 
least of all travelling passengers and the tourism industry and we believe this to 
be a feasible scenario in this instance if the ACCC were to block the application. 

Consequently, to answer your query about the public benefits, we 
would submit that the agreement is likely to enable Air New Zealand and Air 
Canada to sustain flights and be in a better position to develop the market once a 
healthier aviation environment is achieved. In other words, the agreement will 
offer choice which otherwise would be limited as the total absence of competition 
would mean consumers would have to fly via Los Angeles. 

Thank you for the opportunity to comment. Singapore Airlines is always 
prepared to articulate the benefits of competition and the overall benefits it 
provides to Australia and Australians. 

Yours sincerely 

/ 
Subhas Menon 
Regional Vice President 
South West Pacific 




