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Dear Darrell 
 
Applications for Authorisation A91332 and A91333 – Third Party Submissions 
 
We refer to the submissions made by third parties in relation to the above Applications 
(Submissions).   
 
Qantas’ comments on the Submissions are set out below.  These comments are in addition to those 
made in our letter dated 9 October 2012 which dealt with limited aspects of the third party 
submissions on the Applicants’ (now withdrawn) application for interim authorisation. 
 
We also set out some recent developments that demonstrate how the Proposed Conduct will not in 
any way hinder competitors from pursuing their global or regional strategies and is already provoking 
competitive responses from rival carriers. 
 
Virgin Australia 
 
Virgin continues with its thinly veiled attempt to have the Applications rejected.  This is a clear attempt 
to minimise Qantas International’s competitive position so the combined, formidable Virgin/Singapore 
Airlines/Etihad/Air NZ alliance will not need to respond as vigorously as it would if the Proposed 
Conduct is authorised.  
 
Virgin asks – 'What does quantitative fare analysis and QSI analysis indicate about the anti-
competitive detriment?’  For the reasons explained in the Applications, given the backward nature of 
any form of quantitative fare analysis, the extremely competitive and dynamic industry combined with 
the capacity withdrawal in the counterfactual, Qantas does not believe such analysis can be relevant 
or meaningful in the context of the current Applications.  If such analysis is to be undertaken, it would 
be necessary to take into account a range of additional factors, including the impact of announced 
future competitor capacity increases. 
 
Qantas acknowledges the ‘accepted competition test’ outlined by Virgin.  The point we are making is, 
as no element of the Proposed Conduct can hinder competitors, in any way, from pursuing their 
regional or global strategies, there can be no lessening of competition.  Competition as a process 
must focus on the conduct and behaviour of all participants. The proposed Alliance is part of the ebb 
and flow of competition in the industry – not a threat to the process.  As such, and as substantial 
public benefits flow from the Proposed Conduct, there can be no valid rationale for not granting 
authorisation. 
 
Virgin refers to a substantial list of markets which it alleges are affected by the Proposed Conduct.  
The Applicants dealt with the relevant markets in their Applications.  Most of the markets listed by 
Virgin are either irrelevant (Australia-Europe) or absolutely de minimis (Australia-South America).   
 
In relation to the alleged ‘Australian and corporate travel markets’, we cannot see how the Proposed 
Conduct has any material impact on the domestic market.  Qantas does not believe there is a 
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separate ‘corporate travel market’.  Consistent with the approach the Commission has historically 
adopted, the relevant markets are routes or destinations, segmented into purpose of travel.  
 
Virgin further alleges that ‘Qantas already has a considerable fare premium over Emirates and its 
other rivals’.  This is a gross exaggeration.  Qantas’ average fares are not materially different than 
those charged by other premium full service airlines in an extremely competitive market where we 
must offer competitive fares otherwise we would not fill available capacity – we are selling a 
commodity product. 
 
Virgin has queried whether the likely counterfactual is more competitive than the Proposed Conduct 
and whether public benefits that will result from the Proposed Conduct would be delivered in any 
event in the counterfactual.  Virgin points to the network changes announced by Qantas on 4 October 
2012 – in particular the shift in Qantas’ hub for European flying from Singapore to Dubai – to suggest 
that Qantas will be able to offer benefits such as improved connectivity and frequency in the absence 
of the Proposed Conduct.  Virgin also questions why joint pricing and scheduling would be necessary 
to bring about any additional benefits to those already available as a result of the network changes. 
 
The network changes were made unilaterally by Qantas and will only be sustainable for Qantas if the 
Proposed Conduct proceeds.  As we have explained, Qantas made the network changes prior to the 
substantive Proposed Conduct being authorised because of the timing of scheduling seasons and the 
need to apply for slots and other regulatory approvals together with the requirement to publish a 
schedule which can be made available to consumers.   
 
Virgin has characterised the network changes as an indication that Qantas will ‘continue to expand 
internationally and compete more vigorously on international routes’ and states that the changes are 
‘inconsistent with an airline that is seeking to withdraw from international markets due to substantial 
financial pressure.’  These assumptions are naïve and wrong.  The network changes do not involve 
any expansion of Qantas operations to Europe.  The service to Frankfurt is still being terminated.  
Regardless of the location of its mid-point hub, Qantas does not expect to be able to sustain services 
to Europe in the medium to long term in the absence of the Proposed Conduct.   
 
The changes to the Singapore schedule are required as a direct result of the move to Dubai and are 
designed to place Qantas in the best competitive position.  Having said that, the competition to 
Singapore, particularly from Singapore Airlines’ new low cost subsidiary Scoot (which currently has a 
one way promotional fare to Singapore of $199) is making this difficult. 
 
Virgin has said that, compared to their (incorrect) understanding of the counterfactual, the Proposed 
Conduct will not deliver any additional choice in terms of pricing or itineraries.  This overlooks the fact 
that, without the Proposed Conduct, Qantas flights will not connect with Emirates flights (or vice 
versa).   
 
It is also based, despite the facts contained in the Application, on an incorrect assumption that, if the 
Proposed Conduct is not ultimately authorised, the Joint Services Agreement (JSA) between Qantas 
and British Airways (BA) will remain (see footnote 7 in Virgin’s Submission).  As stated in the 
Applications, the JSA has been terminated and will cease on or before 31 March 2013 irrespective 
of whether the Proposed Conduct proceeds.  Qantas and BA may retain some codeshare services 
but these will not include services between Australia and Europe.  Qantas will also be terminating its 
codeshares to Rome (on Cathay Pacific) and to Paris (on Air France).   
 
In the counterfactual, Qantas will only operate services from Dubai to London.  This means that in the 
counterfactual Qantas would have a fundamentally compromised ability to compete against Emirates, 
Etihad, Qatar Airways, Singapore Airlines, Cathay Pacific, China Southern or any of the other carriers 
operating from Australia to Europe via various midpoints.  
 
Given the clear reduction in Qantas flying in the counterfactual, the comment ‘…the question is 
whether the loss of choice (in terms of price and itineraries) which would be available to consumers 
wanting to fly to those destinations which would be served independently by both Emirates and 
Qantas (and its existing codeshare partners) under the counterfactual…’ lacks credibility and 
substance. 
 
Virgin suggests ‘The ACCC will also no doubt investigate whether the Applicants have an incentive to 
reduce or increase fares in each of the relevant markets as a result of the Proposed Conduct.’  As we 
have explained in the Applications, regardless of ‘incentive’ the Proposed Conduct does not result in 
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the Applicants having the ‘ability’ to increase fares.  The amount of capacity on the relevant routes 
means pricing needs to be set to attract the marginal passenger. 
 
Virgin suggests that the Applications do not provide sufficient detail about the improved frequencies 
and connectivity that would result from the Proposed Conduct.  This is not correct.  Section 8.2 of the 
Application outlines a number of examples where coordination with Emirates would improve flying 
times and routing choices.   
 
Virgin (as well as its alliance partners Air NZ and Singapore Airlines) also queries the scope of the 
Application.  Any issues regarding scope have been addressed in our letter dated 10 October 2012.  
In addition, our letter of 9 October 2012 has already corrected the false claims by Virgin that Qantas is 
‘dominant’ in international aviation markets and enjoys a fare premium over competitors. 
 
Air New Zealand 
 
Qantas agrees with the comments made by Air NZ in its section on ‘Air New Zealand’s Position on 
Alliances Generally’, particularly the comment that ‘Alliances generally increase competitive intensity 
by improving distribution, market access and providing domestic connections in non-home markets’.  
All these benefits flow directly from the Proposed Conduct. 
 
Air NZ’s submission does not identify any detriments to consumers or competition as a result of the 
Proposed Conduct.  
 
Air NZ suggests that the trans-Tasman should be considered separately from other long haul 
markets.  Air NZ believes that Qantas and Emirates do not need to coordinate in order to deliver 
consumer benefits on the Tasman and suggested that reciprocal frequent flyer programs could ‘stand 
alone’ on the Tasman.   
 
This is a mischaracterisation of the intention and nature of the Proposed Conduct.  Qantas and 
Emirates are seeking to create a global partnership.  This cannot be achieved by isolating the trans-
Tasman routes from the long haul services to and from Australia.  The trans-Tasman routes are 
important ‘behind and beyond’ routes and the Applicants wish to ensure that the seamless end-to-end 
customer experience includes those routes.   
 
Air NZ observes that if the Proposed Conduct proceeds on the basis suggested, then nearly 96% of 
all trans-Tasman capacity would be subject to regulation.  As mentioned in our letter of 9 October 
2012, the fact that the Applicants are willing to offer to maintain the current excess capacity on the 
Tasman is a significant public benefit that will only flow from the Proposed Conduct as it will ensure 
that fares continue to be set at a level to clear available capacity. 
 
Air NZ makes the comment ‘if 5th freedom carriers did not operate the Tasman, the market would not 
be wanting for capacity and the public would be no worse off’.  There is no doubt that the capacity 
operated by the 5th freedom carriers on the Tasman has a material impact on the fares offered on that 
route.  Government policy permits that capacity to operate and the capacity commitment offered by 
the Applicants will protect that benefit.  
 
Combining capacity shares on the Tasman is not relevant as a significant proportion of the Emirates 
capacity is dedicated to passengers transiting Australia en route to Dubai and Europe. 
 
Air NZ also suggests that capacity constraints could emerge in respect of freight services on the 
Tasman, due to the Applicants focussing on premium long haul freight services.  This is not correct.  
As set out in the Applications, there are a number of freight operators offering capacity across the 
Tasman, including Singapore Airlines.  The capacity commitments that the Applicants have offered in 
relation to maintaining passenger seats on the Tasman will in turn preserve wide bodied belly space 
for freight consignments on those passenger services.  In addition, Qantas will continue to operate its 
dedicated freighter aircraft between Sydney, Auckland and Christchurch which is designed to serve 
the overnight express segment of the market. 
 
Singapore Airlines 
 
Qantas notes that Singapore Airlines does not oppose the Applications and readily acknowledges the 
significant financial challenges being faced by Qantas International.  However, Singapore Airlines 
queries whether there are alternative ways for Qantas International to address these financial 
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difficulties, such as through the growth of Jetstar or entering strategic relationships with other carriers 
like British Airways, Cathay Pacific, Malaysia Airlines or South African Airways.   
 
As set out in the Applications, while Qantas has been successful in expanding its Jetstar low cost 
model internationally, including in some instances entering routes previously or concurrently operated 
by Qantas, this does not address the disadvantages of Qantas International’s business model, given 
that it is a full service carrier which aims to appeal to high yielding corporate, government and 
premium leisure traffic.  The Jetstar Group antitrust application is Asia specific and has no impact on 
the authorisation of the Proposed Conduct. 
 
Moreover, Qantas has attempted over many years to negotiate an alliance with a (structurally 
advantaged) mid-point carrier – including Singapore Airlines itself (as well as each of Cathay Pacific 
and Malaysia Airlines).  For numerous reasons, it has not been possible to negotiate an appropriate 
commercial agreement with any of these carriers (which themselves would have required 
authorisation) and, as a result, Qantas International has continued to lose money and contract.  In 
these circumstances, Emirates represents an excellent fit as a strategic partner for Qantas.  Its global 
network complements Qantas' international and domestic network, both airlines share the same 
strong focus on premium customer service, and both have iconic and widely recognised brands which 
are synonymous with a quality product and customer offerings.   
 
For these reasons, Qantas does not agree that ‘the option presented by the Coordination Agreement 
is the most competitively damaging of the options that are likely to be available to Qantas’.  Qantas 
does not have any readily available options and will materially contract under the counterfactual. 
 
Singapore Airlines (like its alliance partner Virgin Australia) has suggested that the duration of the 
authorisation be limited to 5 years.  As we have explained, the Applicants seek authorisation of the 
Proposed Conduct for ten years because this reflects the long term nature of the proposed 
arrangements and the need to make significant long-term investments to implement the Proposed 
Conduct on a global basis.  Without long term certainty that the Proposed Conduct can be 
implemented globally, the potential for all benefits being realised for the Applicants and the Australian 
public will be jeopardised.   
 
British Airways  
 
The public version of BA’s submission is heavily redacted.  The removed material appears to deal 
with the impact of the Proposed Conduct on BA’s ability to sustain operations to Australia.  
 
Qantas agrees that the JSA has produced benefits for both parties over time.  However, 
notwithstanding recent initiatives to revitalise and restructure the JSA, the arrangements were not 
delivering Qantas the ability to overcome the significant structural disadvantages in servicing 
Australia-Europe routes (which equally apply to BA).  As a result, Qantas has been continuing to 
contract and lose money on its services to Europe. 
 
In considering the impact of the Proposed Conduct on BA, it is important to note that the JSA has 
been terminated irrespective of whether the Proposed Conduct proceeds.  This means that BA’s 
ability to continue to operate to Australia without the JSA is the same in the factual and counterfactual 
positions. 
 
The Proposed Conduct does not make it any more difficult for BA to compete on Australia-Europe 
services.  This is particularly the case given BA’s ability to potentially enter into similar strategic 
relationships.  BA’s submission points out the value of such relationships, particularly for end-of-line 
carriers on long-haul routes such as between Australia and Europe.  As set out in the Applications, it 
has been reported that in response to the Proposed Conduct BA may enter into an alliance with a 
Chinese carrier, Qatar Airways1 or Cathay Pacific.2   
 
 
 
 
                                                      
1 ‘oneworld’s BA and Qantas may shake up global alliances irreversibly as Emirates and Qatar enter’, CAPA, 6 June 2012. 
Available: http://www.centreforaviation.com/analysis/oneworlds-ba-and-qantas-may-shake-up-global-alliances-irreversibly-as-
emirates-and-qatar-enter-75416 
2 ‘BA could consider Chinese partner for UK-Australia services, considering minority AA stake purchase’, CAPA, 7 August 
2012. 
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Submissions from Unions 
 
The fact that opposing submissions have been lodged by some unions has been noted in our letter 
dated 9 October 2012.   
 
Qantas notes the submission of the Australian & International Pilots Association (AIPA) 
acknowledges that ‘some form of coordination agreement is one of the few survival options available’ 
and supports the Proposed Conduct (with reservations). 
 
AIPA expresses concern that the Proposed Conduct might provide a ‘platform’ for Qantas to move 
from being an operating carrier to becoming predominantly a marketing carrier.  To the contrary, the 
Proposed Conduct seeks to preserve and underpin Qantas’ status as a locally based international 
operating carrier. Without the Proposed Conduct, Qantas is likely to become increasingly 
marginalised, with its only option to exit from more underperforming routes.  In the medium to long 
term this will mean that Qantas will retreat to a ‘virtual network’ and become a marketing carrier. 
 
Qantas notes the inconsistency within the Transport Workers Union’s submission – whereas on one 
hand it warns of the Proposed Conduct leading to Qantas being effectively reduced to a ‘sales agent 
(para 94), on the other hand it is saying that the Proposed Conduct will lead to Qantas and Emirates 
forming a ‘dominant bloc’ in the aviation market (para 98).  Neither characterisation is correct. 
 
The unions’ submissions (conveniently) ignore the fundamental structural disadvantages facing the 
Qantas International business.  These were summarised by Alan Joyce in his speech to the National 
Press Club on 9 October 2012: 
 

‘Our main competitors have four attributes in their favour – their geographic location which 
allows them to aggregate passengers from multiple sources and disperse them efficiently; 
government backed infrastructure, especially 24/7 hub airports; low or no tax regimes for 
airlines and their employees; and a lower cost of labour.’ 

 
No amount of capital spent on marginally more fuel efficient aircraft would overcome these structural 
issues. 
 
Submission from a Qantas Frequent Flyer 
 
Qantas notes the submission received from an interested individual (dated 27 September 2012) in 
which the individual queries whether an existing booking made using Qantas frequent flyer points 
would be honoured by Qantas.  
 
Qantas is committed to ensuring that passengers affected by schedule changes are re-
accommodated appropriately onto other flights.  Whilst we cannot comment on this particular booking 
given that the passenger’s name has not been provided, the procedure we have followed for similarly 
affected passengers is outlined below. 
 
On 4 October 2012, Qantas published its new operating schedule to London via Dubai, for flights 
operating on/after 31 March 2013.  Progressively from 4 October, passengers who held Qantas 
Frequent Flyer redemption bookings direct to London (and beyond) on flights previously scheduled to 
operate via Singapore were re-accommodated to the new Qantas flights via Dubai.  Those 
passengers who had stopovers booked in Singapore were retained on their original flights from 
Australia to Singapore and generally re-booked on British Airways flights from Singapore to London 
on their chosen day of departure.  Onward flights, on Qantas Frequent Flyer partner airlines, from 
London to other European destinations, have also been adjusted where required. 
 
Affected passengers have been contacted about the changes made to their bookings and options 
exist for those passengers who may want to make further changes.  Should the member wish to make 
further enquiries about this specific booking we would be happy to assist. 
 
Other Submissions 
 
It is worthwhile noting that the submissions made by Governments, tourism bodies and airports all 
support the Applications.  Qantas notes that the Proposed Conduct is supported by the Victorian 
Government, Tourism Victoria, Australian Tourism Export Council, the National Tourism Alliance and 
Adelaide Airport in recognition of the likely increase in inbound tourists that will be a direct result.  
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The Victorian Minister for Innovation, Services and Small Business and Tourism and Major Events 
submits that:  
 

‘cooperative operations….will help increase international visitation to Victoria as well as 
increase international; visitation and dispersal for all States and Territories.  This will help drive 
economic growth for each of us and for Australia.’ 

 
The Minister’s submission also acknowledges that the Proposed Conduct is critical to help ensure the 
ongoing viability of Qantas and keep both jobs and air services within Victoria and Australia. 
 
Qantas notes the Department of Infrastructure and Transport’s view that the Proposed Conduct will 
enhance customer choice, provide long term sustainable competition in international aviation markets 
and broaden Qantas International’s network at minimal capital cost.  The Department observed that 
over 30 airlines service routes between Australia and Europe, with midpoint carriers (including the 
Chinese carriers) continuing to provide increased competition in markets supported by highly liberal 
air services agreements.  
 
Importantly, the Department observed that: 
 

‘The proposed agreement should not be seen in a purely historic context.  Nor should it be 
viewed purely with respect to its immediate impact on market share.  Any assessment needs 
to take into account the likely trends in the market and the likely competitive response.  
Australia is a key market for a range of international airlines and they are unlikely to cede 
ground to Qantas and Emirates easily.’ 

 
Previously, the Department has supported Virgin Australia’s alliances with each of Etihad, Singapore 
Airlines, Air New Zealand and Delta Airlines.  The Department considers that those alliances have 
improved customer choice, added competition to the market and expanded Virgin Australia’s 
international reach.  The Department cites the fact that such international alliances have delivered 
financial benefits to Virgin Australia, with a 158 per cent increase in codeshare revenues from the 
previous corresponding period. 
 
Other Developments 
 
Finally, we would like to take this opportunity to update the Commission on some other relevant 
developments that demonstrate how the Proposed Conduct will not in any way hinder competitors 
from pursuing their global or regional strategies and is in fact already provoking pro-competitive 
responses: 
 
• Etihad’s CEO James Hogan reportedly endorsed the Proposed Conduct by saying that it was a 

way for the Middle East to become better known as an alternative hub to Asia;3  The report says: 
‘Etihad has broken ranks with Virgin Australia, Singapore Airlines and Air New Zealand to 
welcome the alliance between Qantas and Emirates.   

Etihad chief executive James Hogan told the World Route Development Strategy Summit in 
Abu Dhabi that he was delighted Dubai-based Emirates had followed his lead and forged a 
network tie-up with an Australian carrier.   

"Interesting to see somebody else has followed our path with another carrier down there," 
Flightglobal quoted Mr Hogan as saying. "More people now know there is an alternative to the 
Asian hubs out of that market.’’ 

 
Mr Hogan has also said that Etihad was ‘well positioned’ to withstand any challenge from the 
Proposed Conduct, given that it had forged a ‘pretty strong coalition’ with other airlines, including 
Air France/KLM, which will now codeshare on Etihad services to Australia.4  The arrangements 
announced on 8 October 2012 contemplate reciprocal earning and redemption opportunities for 
frequent flyer members of each carrier, as well as lounge access, in addition to other collaboration 

                                                      
3 ‘Qantas alliance good for Gulf’ in The Australian 3 October 2012. Available: 
http://www.theaustralian.com.au/business/aviation/qantas-alliance-good-for-gulf/story-e6frg95x-1226486159206 
4 ‘Etihad ready for tag team skies’ in Sydney Morning Herald, 9 October 2012. 
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opportunities in relation to procurement and maintenance.5  Etihad has said that Virgin Australia 
will also benefit from the new arrangements with Air France-KLM. 
 

• Air NZ’s CEO Rob Fyfe reportedly said that Emirates currently has ‘no material impact’ on Air 
New Zealand’s Tasman operations and that the Proposed Conduct could lead to further 
competition to Europe.6 
 

• On 9 October 2012, Virgin announced that it would expand its codesharing on Singapore Airlines’ 
services from Adelaide to Europe (subject to regulatory approval).7  Virgin Australia customers will 
be able to travel on Singapore Airlines flights from Adelaide via Singapore to London, Frankfurt, 
Paris, Manchester, Amsterdam, Barcelona, Copenhagen, Moscow, Munich and Zurich (in addition 
to interline travel to Milan and Rome). 
 

• Singapore Airlines and its wholly owned subsidiary SilkAir have partnered with Changi Airport in 
Singapore to offer new incentives to attract passengers to the hub of Singapore, in direct 
competition with the Dubai hub.  The deals include combinations of airport transfers, sightseeing 
tours and discounts on food, beverages, hotels and shopping.8 

 
We also attach a copy of a recent Boston Consulting Group paper ‘Surviving the Squeeze – Winning 
Strategies for a Changing Airline Industry’ which outlines the issues facing full service end-of-line 
carriers in the current international aviation market. 
 
Please contact me or Anna Pritchard on 02 9691 5515 if you would like to discuss this letter.  
 
Yours sincerely 

 
Brett Johnson 
General Counsel 

                                                      
5 ‘Etihad Airways and Air France-KLM unveil new strategic partnership’ Etihad Media Release 8 October 2012. Available: 
http://www.etihadairways.com/sites/Etihad/au/en/aboutetihad/mediacenter/newslisting/newsdetails/Pages/Etihad-Airways-and-
Air-France-KLM-partnership-Oct-2012.aspx 
6 ‘Air NZ upbeat; Fyfe on QF/EK impact’ in Travel Today New Zealand, 1 October 2012. 
7 ‘Virgin Australia to codeshare on SQ Adelaide UK/Europe flights’ in Travel Daily 9 October 2012. 
8 ‘Singapore stopovers’ in Travel Daily 5 October 2012. 


