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EMIRATES AND QANTAS COORDINATION AGREEMENT –  
RESPONSE TO INTERESTED PARTY SUBMISSIONS ON JOINT APPLICATION FOR 

SUBSTANTIVE AUTHORISATION 

1. INTRODUCTION AND PURPOSE OF RESPONSE 

On 7 September 2012 Emirates and Qantas Airways Limited (Qantas) (together the Applicants) 
lodged an application and supporting submission (Applicants' Submission) to the Australian 
Competition and Consumer Commission (Commission). 

The Applicants' Submission sought authorisation to allow the Applicants to coordinate their 
operations (Proposed Conduct) pursuant to a Master Coordination Agreement executed by the 
Applicants on 6 September 2012 (Coordination Agreement). 

The purpose of this Emirates Response (Response) is to address the public submissions made to the 
Commission by interested parties in relation to the Applicants' Submission.   

Qantas has separately responded to the third party submissions (Qantas Submission).1  Emirates 
endorses the Qantas Submission and, where relevant, this Response provides additional information, 
from Emirates' perspective, that supplements the Qantas Submission. 

2. EXECUTIVE SUMMARY 

Emirates notes the significant number of submissions in favour of the Proposed Conduct.  These 
submissions identify the significant public benefits that will flow from the Proposed Conduct 
including increased connectivity, shorter travel times, increased tourism, greater competition, 
increased consumer choice and the promotion of the long-term viability of Qantas. Emirates notes 
that many of the submissions supporting the Proposed Conduct are from government departments, 
agencies or organisations which are independent and are not subject to the same commercial 
incentives as submissions made by competitors of the Applicants. 

Emirates is appreciative of the submissions supporting the Proposed Conduct and believes that 
together with Qantas it will be able to bring a new level of competition, service and international 
connectivity to Australian consumers and businesses.  Subject to obtaining regulatory approvals in 
accordance with all appropriate processes, Emirates aims to work closely with Governments, 
airports, tourism authorities and its commercial customers and agents to deliver the benefits 
contemplated by the Proposed Conduct to the benefit of Australian consumers. 

In Emirates view none of the submissions have articulated any detriments to competition or to 
consumers from the Proposed Conduct that would outweigh the significant benefits.  

3. THERE IS BROAD SUPPORT FOR THE PROPOSED CONDUCT 

A significant number of third party submissions, including those lodged by government departments, 
airports, tourism bodies and individuals are balanced and are very supportive of the authorisation of 
the Proposed Conduct from an independent public policy perspective.  A selection of key statements 
taken from those submissions are outlined below: 

 Department of Infrastructure and Transport: "The Department's role is to look beyond 
the competitors' reactions to the broader economic benefits of the proposal.  On this basis, 
the Department considers the proposed agreement will enhance consumer choice, deepen 
competition in a number of markets and, like recent Virgin Australia partnerships, broaden 

                                                      
1 Applications for Authorisation A91332 and A91333 – Third Party Submissions, 19 October 2012. 
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Qantas' international network at minimal capital cost.  This is important for the viability and 
longer term growth of Qantas International…… On balance, the Department sees the 
proposed alliance as a positive and as being consistent with the Australian Government’s 
aviation policy settings "2 

 The Hon Louise Asher MP:  Minister for Tourism & Major Events (Victoria); "Victoria 
welcomes the cooperation between Qantas and Emirates as it has the potential to deliver 
positive outcomes for consumers and improve tourism opportunities for the State”3. 

 Tourism Victoria: "The Victorian Government supports Qantas' and Emirates' application 
to coordinate its operations.  The cooperation between the two organisations should lead to 
significant benefits for consumers as the ability for Qantas to code share  on Emirates' one-
stop services via Dubai into multiple destinations in Europe will be advantageous for the 
majority of Victorian and Australian travellers that currently need to transit via Singapore 
and London or Frankfurt.  In addition, the shorter travel time to Australia from Europe 
helps reduce the perception of distance as an impediment for travelling to Australia."4  

 National Tourism Alliance: "Enabling Qantas and Emirates to coordinate operations will 
assist Australian tourism to adapt and maximise its potential in a  highly competitive and 
changing environment.5 

 Australian Tourism Export Council "ATEC fully supports movements within the aviation 
sector that will enable greater access, more convenience, connection to new markets and 
greater competition. The proposed alliance between Qantas and Emirates, we believe, will 
achieve that."6  

In addition, a number of positive public statements have been made recognising the benefits of the 
Proposed Conduct to Australian consumers and the Australian economy: 

 
 

 The Hon John Rau MP: Deputy Premier of South Australia “The arrangements that are 
coming up now between Qantas and Emirates mean that, particularly for Australian travellers, 
all of the strength that Qantas Airways brings with its network here and overseas, and its 
facilities here and overseas, will be linked in with those of Emirates”. 

 
• John Lee, CEO TTF Australia (Media release): [The partnership] “will improve travel times 

and connectivity for travellers coming to Australia from Europe, the Middle East and northern 
Africa. It will also see greater opportunities to grow inbound markets in Asia and New Zealand 
and deliver more options for people travelling between those markets. Importantly, it will help 
with getting international visitors to regional areas, as passengers on both airlines will be able 
to seamlessly connect to domestic and regional services within Australia.” 

The submission from the CEO of a major Australian mining company in support of the Proposed 
Conduct provides an illustrative example of the substantial benefits that the Proposed Conduct will 
deliver to Australian consumers in terms of increased connectivity, network coverage and frequent 
flyer reward opportunities.7  

                                                      
2 Public submission by the Department of Infrastructure and Transport, 4 October 2012, p 2, available at:  
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D12+147702.pdf&trimFileFromVersionId=1084372&trimFileName=D12+147702.pdf    
3 Public submission by the Hon Louise Asher MP, Minister for Tourism & Major Events (Victoria). Email submission to Adjudication at ACCC. 
4 Public submission by Tourism Victoria, 20 September 2012, p 1, available at:  
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D12+142707.pdf&trimFileFromVersionId=1084372&trimFileName=D12+142707.pdf  
5 Public submission by the National Tourism Alliance, 26 September 2012, p 2, available at: 
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D12+144981.pdf&trimFileFromVersionId=1084372&trimFileName=D12+144981.pdf  
6 Public submission by Australian Tourism Export Council, 28 September 2012, p 2, available at:  
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D12+147264.pdf&trimFileFromVersionId=1084372&trimFileName=D12+147264.pdf  

 7 M Young, Letter in support of Qantas-Emirates, Managing Director of BC Iron Limited, 10 October 2012. 
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'The tie up with Emirates will certainly create far more opportunities for me in my travel 
planning. The opportunity for me to redeem points on the Emirates network is a 
considerable benefit to me and my family…I also consider that the benefits for my employees 
at the Nullagine Mine in the Pilbara is important  in that it allows them greater flexibility in 
their travel plans during their breaks thus maximising their rest periods to the benefit of 
them and their families.'  

Emirates is focused on bringing a world class service and competitive offering to Australians 
wishing to travel internationally and the Proposed Conduct would allow Emirates to do that with 
Qantas, a great Australian airline.  Together with Qantas, Emirates wishes to deliver on the benefits 
for Australia and Australians that the various Australian Government, tourism and airports believe 
will result from the Proposed Conduct. 

Emirates is mindful of the comments that have been made by competing airlines and is respectful of 
those comments and will address them below.  However, Emirates will focus on benefits to 
consumers as a result of the Proposed Conduct and in particular the benefits that are already 
occurring from new flights and improved services from competitors as they react to the enhanced 
competitive offering of Emirates and Qantas. 

4. OTHER AIRLINES SUPPORT AND PARTICIPATE IN ALLIANCES AND 
COOPERATION ARRANGEMENTS 

The airlines that have lodged submissions in response to the application, including Emirates major 
competitors, Singapore Airlines, Virgin Australia and British Airways, acknowledge that airline 
alliances are now a common feature of the airline industry and are required for the efficiency and 
competitiveness of the aviation sector and all of them participate in such alliances themselves and 
have supported alliances in public filings for those alliances.  

Indeed, the Department of Infrastructure and Transport supports the trend towards alliances and 
"notes the strong opposition to the [interim authorisation] proposal made by Qantas' competitors, 
but makes the observation that this opposition takes place at the same time as such competitors are 
seeking to broaden the scope of their own alliances."8. 

Set out below are a number of statements made by other airlines in the context of their own 
authorisation applications in support of airline alliances: 

 Virgin Blue/Delta Airlines - "The Applicants consider that such an integrated alliance is 
necessary to achieve the objectives of the Virgin Blue/Delta Joint Venture and the public 
benefits that flow from them – that is, the same result cannot be achieved solely with 
standard forms of airline cooperation (such as codesharing)."9  

 Qantas/British Airways – The rationale for the JSA reflects the reasons that integrated 
airline alliances are now a common feature of the airline industry.  Integrated airline 
alliances enable participants to realise some of the benefits of mergers and acquisitions, 
which are not possible given industry specific regulation and increase their efficiency by 
reducing operational costs including by improving capacity utilisation.10  

                                                      
8 Public submission by the Department of Infrastructure and Transport, 4 October 2012, p 2.  
9 Virgin Blue Airlines Pty Ltd & Ors and Delta Airlines, Inc – Submission in support of Application for Authorisation (A91151, A91152, A91172 & 
A91173), 9 July 2009, p 4, available at: 
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D09+76633.pdf&trimFileFromVersionId=932218&trimFileName=D09+76633.pdf  
10Qantas Airways Limited and British Airways plc – Submission in support of Application for Authorisation (A91195 & A91196), 16 October 2009, p 
4-5, available at:  
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D09+180284.pdf&trimFileFromVersionId=922558&trimFileName=D09+180284.pdf  
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 Virgin Blue/Etihad Airways - "The Etihad Alliance, combined with the Delta and Air New 
Zealand alliances, dramatically expands Virgin Blue's international offering… If approved, 
the Delta Alliance together with the Etihad Alliance, will give Virgin Blue an international 
network of over 300 destination, with Asia the only remaining gap in the network".11  

 Virgin Australia/Singapore Airlines - "An integrated alliance is necessary to enable Virgin 
Australia and Singapore Airlines to achieve their commercial objectives and realise 
expected benefits for passengers".12 

 Virgin Australia/Skywest Airlines - "The Corporate Alliance is a crucial element in Virgin 
Australia's Game Change Strategy".13 

 Virgin/Air New Zealand - "The Applicants require an integrated alliance in order to 
achieve the objectives outlined above [such as to offer consumers a more compelling 
service].  Absent the Alliance, the Applicants would not have the commercial incentive to 
enter into a simple code share arrangement or another form of shallower alliance".14 

Consistent with this position, the majority of submissions lodged by other airlines in respect of the 
Applicant's Submission ultimately do not expressly oppose the application.  They principally raise 
issues for consideration in the Commission's assessment of the whether the benefits of the Proposed 
Conduct outweigh any detriments.   

Emirates and Qantas have responded to these issues raised publicly by interested parties in their 
respective submissions, and Emirates notes the support for the Proposed Conduct by independent 
parties such as Government bodies, airports and tourism bodies.  

5. THIRD PARTY SUBMISSIONS PROVIDE NO BASIS THAT WOULD SUGGEST THE 
PUBLIC BENEFITS TEST IS NOT SATISFIED 

5.1 The benefits of the proposed conduct outweigh any detriments 

As Emirates and Qantas have previously demonstrated to the Commission, the Proposed Conduct 
will deliver benefits to consumers that outweigh any anti-competitive detriment, in satisfaction of the 
applicable public benefits test.  Both Emirates and Qantas have a clear commercial rationale for the 
Proposed Conduct. 

As stated in the Applicants' joint submission and more recently in the Qantas Submission, the 
Proposed Conduct is also essential for the future viability of Qantas International.  In no way do the 
third party submissions provide any basis or evidence for a conclusion that the public benefits test is 
not met. 

                                                      
11 Virgin Blue Airlines Pty Ltd & Ors and Etihad Airways – Submission in support of Application for Authorisation (A91247 & A91248), 27 August 
2010, p 1, available at: 
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D10+3670714.pdf&trimFileFromVersionId=971565&trimFileName=D10+3670714.pd
f  
12 Virgin Australia Group and Singapore Airlines – Submission in support of Application for Authorisation (A91267 & A91268), 20 June 2011, p 26, 
available at:  
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D11+2252528.pdf&trimFileFromVersionId=1020061&trimFileName=D11+2252528.p
df  
13 Virgin Australia and Skywest Airlines – Submission in support of Application for Authorisation (A91287 & A91288), 7 December 2011, p 16, 
available at: 
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D11+2366312.pdf&trimFileFromVersionId=1051195&trimFileName=D11+2366312.p
df  
14 Virgin Blue Airlines Pty Ltd & Ors and Air New Zealand Limited – Submission in support of Application for Authorisation (A91227 & A91228), 5 
May 2010, p 15, available at: 
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D10+3608354.pdf&trimFileFromVersionId=1055918&trimFileName=D10+3608354.p
df  
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5.2 The public benefits cannot be achieved with lesser level of cooperation 

The public benefits identified by Emirates and Qantas are unable to be achieved with a lesser level of 
cooperation.  It is the combination of activities of Qantas and Emirates that will enable the Proposed 
Conduct to deliver the public benefits identified, including Qantas passengers being provided with 
an ability to connect in Dubai to Emirates routes throughout Europe in a coordinated and seamless 
manner, thereby providing consumers with additional destinations with better connection 
opportunities and shorter travel times.   

Coordinated pricing, which is only possible with the Proposed Conduct, will enable the Applicants 
to optimise performance on routes during periods of softer demand (for example, during off peak or 
shoulder seasons) by jointly offering tactical fares or developing other offers for customers (such as 
an enhanced ability to earn frequent flyer loyalty points), with resultant benefits to consumers. 

Moreover, Emirates greater ability to serve many existing as well as emerging and developing 
markets ensures that Qantas is able to cater to its passengers evolving travel demands and to 
establish a network that it could not possibly offer itself. 

Absent the Proposed Conduct, Emirates can only offer two distinct departure times from Melbourne 
and Sydney.  Coordination under the Proposed Conduct will enable Qantas' Dubai service to create a 
third distinct departure time from Australia, connecting to a different flight departure bank at Dubai 
International Airport.  Accordingly, the Proposed Conduct will enable the Applicants to jointly offer 
three-daily services to Dubai and beyond to primary cities in the Middle East and Europe. 

The Proposed Conduct will also enable the Applicants to offer a greater choice of frequencies on 
overlapping routes such as between Australia and Singapore/Bangkok/New Zealand, with resultant 
benefits to consumers including improved schedule spread and greater ability to earn/redeem 
frequent flyer rewards. 

5.3 The submissions in response contain different and conflicting counterfactuals 

A range of submissions in response adopt different counterfactuals, each of which is highly 
theoretical and not consistent with the Applicants actual positions:: 

 Virgin Australia's proposed counterfactual is that Qantas will move its hub to Dubai anyway 
and secure the benefits of the Proposed Conduct in this way.15 

 Singapore Airline's proposed counterfactual envisages Qantas entering a commercial 
alliance with another carrier.16  

In each case, the airline submissions make incorrect assumptions about potential counterfactuals and 
therefore the ability to achieve public benefits absent the authorisation.  These are addressed below. 

5.4 The Virgin Australia counterfactual 

Qantas' move to Dubai is not the counterfactual absent the Proposed Conduct.  The accurate 
counterfactual involves Qantas further reducing its services to London.17  Indeed, Emirates' notes 
Qantas' Submission that:18 

                                                      
15 Public Submission by Virgin Australia, 10 October 2012, p 3, available at:  
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D12+150134.pdf&trimFileFromVersionId=1084372&trimFileName=D12+150134.pdf  
16 Public Submission by Singapore Airlines, 1 October 2012, p 4, available at:  
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D12+147305.pdf&trimFileFromVersionId=1084372&trimFileName=D12+147305.pdf  
17 Qantas Airways Limited & Emirates – Submission in support of Application for Authorisations (A91332 & A91333), 7 September 2012, p 39, 
available at:  
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D12+134706.pdf&trimFileFromVersionId=1084372&trimFileName=D12+134706.pdf  
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"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. " 

Qantas' announced move to Dubai at the end of March 2013 is a necessary step in preparation for the 
Proposed Conduct.  The significant lead times and planning involved in that move required Qantas 
to make its decision before authorisation was granted.   

As stated in the Qantas Submission, these network changes were made unilaterally by Qantas and 
will only be sustainable for Qantas if the Proposed Conduct proceeds.19  This decision would not 
have been taken absent Qantas' expectation that the Proposed Conduct would be authorised and is 
not a sign of Qantas being able to secure the benefits of the Proposed Conduct without authorisation.  
Emirates notes Qantas' submission that:20 

"The [Qantas] network changes [to Dubai] 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" 

In addition, Qantas competitors are already responding to Qantas' decision to move to Dubai, 
through promotions on the Singapore London (Heathrow) services.   

On the basis of its (incorrect) assertion that Qantas will transfer to the Dubai hub as a counterfactual, 
Virgin Australia goes on to suggest that all of the other benefits necessarily flow.21  This is not the 
case.  While the change in the Qantas hub from Singapore to Dubai is logistically important, it would 
not produce the public benefits in the absence of the other Proposed Conduct.   

The pricing, codesharing, service quality and FFP arrangements must be authorised in order to be 
able to be implemented and therefore to deliver the public benefits.  These are not arrangements that 
would be available from Emirates or any other carrier through the Dubai hub without the Proposed 
Conduct. 

The majority of passengers using the Dubai hub to and from Australia are transit passengers.  In 
addition to new services to Dubai, Qantas passengers will receive onwards connectivity to Emirates' 
broad range of non-stop services from Dubai into Africa (over a dozen destinations), the Middle East 
(almost 20 destinations) and Europe (over 30 destinations),22 with the convenience of aligned service 
standards and FFPs.  None of these benefits would be available to Qantas passengers absent the 
Proposed Conduct.   

Emirates notes that, in the future when Qantas' published schedule via Dubai for the IATA Northern 
Summer Scheduling season 2013 can be determined with the ability to coordinate scheduling with 
Emirates, there will be additional opportunities to improve connections to the benefit of consumers 
that will further reduce transit and travel time for consumers.   

The counterfactual to this significant increase in choice and convenience would be a reduction in 
Qantas services and ongoing losses for Qantas International, 

                                                                                                                                                                                
18 Qantas Submission, page 2. 
19 Qantas Submission, page 4. 
20 Qantas Submission, page 2. 
21 Public Submission by Virgin Australia, 10 October 2012, pp 2, 5.  
22 Qantas Airways Limited & Emirates – Submission in support of Application for Authorisations (A91332 & A91333), 7 September 2012, p 46. 
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5.5 The Singapore Airlines counterfactual 

The Singapore Airlines counterfactual suggests alternative alliances being formed.  However, as 
articulated in the Applicants' original submission and the Qantas Submission, 23  Qantas made 
previous unsuccessful attempts to form alliances with a number of South-East Asian carriers 
including Singapore Airlines, Malaysia Airlines, Cathay Pacific.  Absent the Proposed Conduct, the 
likelihood of Qantas successfully entering into an alternative alliance is extremely low. 

Even if those alliances had been possible they would not have facilitated the same degree of public 
benefits in terms of connectivity and flight times to the Middle East, Europe and North Africa or the 
aligned quality of service attributes available from the Proposed Conduct.  Neither the history of 
Qantas' previous commercial negotiations with other airlines, nor any hypothetical proposed alliance, 
supports the proposition that equivalent or better public benefits would be available from another 
alliance. 

Furthermore, contrary to Singapore Airlines' submission, Qantas' membership of oneworld does not 
provide Qantas with alternative alliance opportunities because oneworld is a marketing alliance that 
provides less scope for close cooperation between its member airlines than the other two global 
marketing alliances.  For example, Star Alliance members such as Singapore Airlines have 
opportunities for closer cooperation than oneworld members, and are able to coordinate in relation to 
fares/discounts/rebates in order to make joint price and service offers to corporate customers and 
convention/corporate meeting organisers.24 

In any event, oneworld and Star Alliance are significantly different propositions to the Proposed 
Conduct, which is a tailored and integrated bilateral arrangement designed to produce benefits from 
two complementary airlines; just as Singapore Airlines’ integrated bilateral cooperation with the 
non-alliance member Virgin Australia is quite different from its arrangements with Star Alliance 
partners such as Lufthansa and SAS. 

Singapore Airline also asserts (without evidence or knowledge of Emirates intentions) that, in its 
view of the factual, Emirates will reduce its investment in Australia.  However, as explained below 
the Proposed Conduct incentivises Emirates to increase its investment in connectivity for passengers 
travelling to and from Australia. 

Emirates notes that the counterfactuals asserted by Singapore Airlines are not supported by either of 
Emirates' or Qantas' positions and, as such, they are merely hypotheticals and should not be 
considered as counterfactuals in this matter.  

Singapore Airlines is a strong competitor and the largest in terms of flights to Australia and has 
already acted to step up competition against Qantas and Emirates. For example on 11 September 
2012, Singapore Airlines Regional Vice-President Subhas Menon announced ``We are still the 
airline with the most number of flights and ports in Australia,''… ``And then also as far as Europe is 
concerned, (we) only recently announced a fourth daily London (flight) so the slack in terms of 
capacity that we're going to see on the kangaroo route is going to be taken up by at least us and I'm 
sure there are others who will be mounting more flights to Singapore.''25 

5.6 The British Airways submission 

Emirates notes that the British Airways submission is heavily redacted for commercial 
confidentiality, making it difficult to fully understand British Airways' submission.  It does not 

                                                      
23 Qantas Submission, page 4. 
24 ACCC, Star Alliance – Final Determination (A91300 – A91306), 25 July 2012, available at: 
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D12+111130.pdf&trimFileFromVersionId=1068572&trimFileName=D12+111130.pdf 
25 Singapore Airlines ready to fill in the blanks as Qantas leaves Asia hub' The Australian, 11 September 2012 
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propose a counterfactual other than possibly the preservation of the status quo of the Qantas/British 
Airways JSA.  However such status quo is not the accurate counterfactual as the JSA has already 
been terminated and the JSA will cease, with or without the Proposed Conduct, by the end of March 
2013.26 

British Airways has been an alliance partner of Qantas for 17 years and has always been fully 
supportive of close alliances on routes between Australia and Europe, recognising the challenges of 
operating on this route.  British Airways notes that:  

"It is increasingly challenging for an international airline to operate services on long-haul 
routes between the United Kingdom and Europe in the absence of such an alliance, due to 
persistent excess capacity and the nature of the substantial fixed costs involved in their 
operation. This is particularly the case for end of line carriers such as BA that lack the cost 
advantages and significant network benefits enjoyed by midpoint carriers by reason of their 
geographical location"27 

Accordingly, British Airways supports the proposition of the Applicants that end of line carriers, 
such as Qantas and British Airways, should enter into alliances with mid point carriers.  The natural 
counterfactual in these circumstances for British Airways is that it will itself enter into an alliance 
with a mid point carrier in Asia or the Middle East for these routes. 

While British Airways has suggested that the termination of the JSA may affect its ability to operate 
to Australia, Emirates observes that: 

 British Airways will continue to have the ability to codeshare on Qantas metal to Australia; 
and 

 British Airways has stated in recent media reports that it will continue its Sydney-Singapore-
London services after the current Qantas-British Airways Joint Services Agreement ceases 
to have effect at the end of March 2013.28 

 At the time of the termination of the JSA, the British Airways CEO announced, 'this is a 
small part of our overall network and this move fits in with changes in our global strategy. 
Asia has become a key market focus for IAG and we’re talking to a number of airlines about 
alternative options for us.'29 

British Airways is a strong and very successful airline.  Emirates anticipates that British Airways 
will find alternative arrangements to service its customer base in Australia. 

6. PUBLIC BENEFITS FOR TRANS-TASMAN SERVICES 

6.1 Proposed Conduct will benefit trans-Tasman travellers 

Air New Zealand acknowledges that the Proposed Conduct "is likely to enable benefits for the 
Australian public on long haul routes".  It only questions the balance of benefits and detriments on 
the trans-Tasman routes.  

As outlined in the Applicants' Submission, the Proposed Conduct will result in a number of 
significant benefits to consumers on the trans-Tasman routes, including: 

                                                      
26 Qantas Submission, page 2. 
27 British Airways submission before draft determination, 5 October 2012, page 2 
28 Julietta Jameson "New World Order", Sydney Morning Herald, 7 October 2012, available at: 
http://www.smh.com.au/travel/a-new-oneworld-order-20121005-273ud.html  
29 Qantas media release, 'Qantas and IAG to terminate joint business' 6 September 2012 http://www.qantas.com.au/travel/airlines/media-releases/sep-
2012/5441/global/en 
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 enhanced spread of flight schedules resulting from schedule coordination and reduced 
wingtip flying on the trans-Tasman;  

 as a result of increased feeder traffic, the likelihood of increased frequencies and potential 
establishment of direct routes to serve new city pairs – all of which will benefit consumers, 
irrespective of class of travel.30  For example, Emirates will feed Qantas' trans-Tasman 
flights with new traffic from continental Europe, the Middle East and Asia (particularly 
Malaysia, which is not served by Qantas); 

 reciprocal lounge access, improved customer service and disruption handling, additional 
premium services and joint corporate dealing/corporate travel procurement.31   

6.2 Fifth Freedom Carrier perspective on 'Trans-Tasman' market dynamics 

From Emirates' perspective trans-Tasman services cannot be considered in isolation, given that, 
being a FFC, Emirates' flight schedules on trans-Tasman sectors are dictated by commercial 
requirements on the trunk sector (namely Dubai and Australia) and therefore there is limited 
flexibility to schedule Emirates trans-Tasman flights at times most attractive to trans-Tasman 
travellers.  For these reasons, Emirates and other FFCs impose limited competitive constraint on the 
established trans-Tasman carriers such as Air New Zealand, Virgin Australia, Qantas and Jetstar.  
This has been acknowledged in the ACCC's Final Determination of the Virgin Australia/Air New 
Zealand alliance.32 

Air New Zealand also suggests that FFCs should not operate on the Trans Tasman route.  However, 
this would reduce available capacity and competition.  In liberal aviation environments, fifth 
freedom carriage is viewed positively, as it provides additional choice to consumers beyond the 
natural duopoly that would otherwise exist if only third and fourth freedom carriers were permitted.  
Rather than displacing opportunities for Australia industry and workers, Emirates contributes to 
employment in Australia and to the export and import of goods on both sides of the Tasman, by 
providing additional belly-hold space for cargo that is otherwise lacking from the operations of 
single-aisle aircraft.  Given the size of the aircraft operated by Emirates, it has added additional 
capacity on the Trans-Tasman in a measured manner consistent with growing passenger demand. 

6.3 Costs of serving the Trans-Tasman as a Fifth Freedom Carrier 

Air New Zealand also implies that midpoint carriers are economically advantaged by attributes such 
as low tax.  As outlined in the Submission, Emirates is a fully transparent, audited and self funded 
entity that pays applicable tax in all the jurisdictions in which it operates.  Its international network 
does benefit geographically from being a mid-point carrier, but this does not extend to FFC Trans 
Tasman flights that are simply an efficient use of aircraft. 

Emirates understands that Air New Zealand itself operates with tax advantages compared to 
Australian carriers and is therefore able to offer less expensive fares to Australian consumers on 
many routes.  Emirates, like all international carriers, complies with all applicable tax legislation in 
each of the jurisdictions in which it operates.  In addition, Emirates pays airport and en-route 
navigation charges for its Trans-Tasman services that, given the aircraft type used to serve Emirates' 
trans-Tasman services, are higher than those paid by single-aisle aircraft operators.  As a full service 
airline, Emirates also offers in-flight dining, premium services and beverages and entertainment to 
its Trans-Tasman customers, which further adds to its costs on the sector.  

                                                      
30 Qantas Airways Limited & Emirates – Submission in support of Application for Authorisations (A91332 & A91333), 7 September 2012, p 45.  
31 Qantas Airways Limited & Emirates – Submission in support of Application for Authorisations (A91332 & A91333), 7 September 2012, p 50. 
32 For example, see ACCC, Virgin Blue Airlines Pty Ltd & Ors and Air New Zealand Limited – Final Determination (A91227 & A91228), 16 
December 2010, pp 68, 69, 72, 79, 80.  
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7. PROPOSED CONDUCT WILL PROMOTE EMIRATES' INVESTMENT IN AUSTRALIA 

As stated in the Applicants' Submission, the Proposed Conduct will further promote – not dampen – 
Emirates' incentive to invest in Australia. 

Presently Emirates has nearly exhausted its service entitlements under the current Australia-UAE Air 
Services Agreement (ASA), limiting Emirates' ability to continue to grow its capacity and further 
invest in serving Australia's four gateway ports (Sydney, Melbourne, Brisbane and Perth) in the 
short-medium term. Emirates currently operates 70 flights per week to the four Australian gateways: 
14 services per week to Brisbane and Perth and 21 services per week to Melbourne and Sydney.  
This will rise to 75 services per week from 1 December when Emirates launches a third service to 
Perth, reaching 77  when the new service becomes daily from 1 March 2013.  The current ASA 
limits Emirates to three daily services to each of the gateway points, meaning that, all other things 
remaining equal, the remaining seven frequencies could only be allocated to Brisbane.  By enabling 
Qantas-operated services to form part of the Applicants' joint international network, the Proposed 
Conduct will facilitate further investment benefiting passengers travelling between Australia and a 
range of international destinations in Europe, the Middle East and North Africa. 

Even if limitations on services between the UAE and Australia were removed in the future (and that 
would be solely a Government decision), without a viable Australian airline partner, a foreign carrier 
is limited in its ability to further expand and invest in Australia beyond a certain threshold.  For 
example, Emirates understands that Singapore Airlines has tried on at least one occasion prior to its 
current arrangement with Virgin Australia to forge a deal with an Australian carrier because it 
understands that without the domestic network and feed that this provides, there is a limit to the 
amount of capacity that can sustainably be deployed in the Australian market. 

By generating increased feeder traffic, the Proposed Conduct will materially expedite Emirates' 
ability to grow and expand – subject to ASA restrictions – including the deployment of larger 
aircraft such as the A380 on certain routes, accelerating and enhancing the related public benefits 
generated by Emirates' presence in Australia.33   

8. FARE PREMIUM 

In response to several interested party comments, Emirates observes that Qantas does not necessarily 
have a fare premium over other carriers, for example Emirates has higher prices on some 
international economy fares than comparable Qantas economy fares. 

Emirates through its A380 fleet is very cost efficient, but faces many other efficient airlines such as 
Singapore Airlines which also has a large A380 fleet, a significant number of which is deployed in 
Australasia.  In order to compete effectively Emirates must continue to effectively sell its capacity 
and to offer excellent service and customer offerings (including improved network coverage and 
connectivity, lounge access and chauffer service for premium class travellers, world class in-flight 
entertainment etc).  Emirates believes that its competitors are already reacting to the threat of 
competition from the Proposed Conduct (in terms of fares, upgraded aircraft, new schedules and 
upgrades to lounges) and this level of competition is just the beginning of the benefits that Australian 
consumers will see from the Proposed Conduct. 

On routes where Emirates and Qantas do not directly overlap, the ability to discuss fares will also 
not reduce competition, as in the counterfactual Qantas would not operate on those routes in any 
event. 

                                                      
33 Qantas Airways Limited & Emirates – Submission in support of Application for Authorisations (A91332 & A91333), 7 September 2012, pp 54-55. 
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9. RELEVANT MARKETS  

All markets relevant for an appropriate assessment of the Proposed Conduct are addressed in the 
Applicants' Submission.  Emirates disagrees with the additional 'markets' suggested by Virgin 
Australia as being potentially relevant to the Proposed Conduct.   

The suggested 'markets' between Australia and South Africa/the Americas, for instance, are of 
peripheral relevance to the Proposed Conduct, as the routes operated by Emirates and Qantas in 
these markets are generally not close substitutes due to substantial time/distance differential.34 

An analysis of any 'market' between Australia and the UAE/Middle East is also of limited utility in 
the context of the Proposed Conduct, as the majority of passengers travelling between Australia and 
the UAE/Middle East are transit passengers.  In any event, there is strong competition on routes 
between Australia and the UAE/Middle East from a range of major international carriers including 
Etihad Airways, Singapore Airlines, Qatar Airways, Cathay Pacific, Virgin Australia, Royal Brunei 
and Thai Airways International. 

Further, Emirates does not agree with Virgin Australia's suggestion that there are separate markets 
for "frequent flyer programs" and "corporate/government travel".  Rather, they are simply features of 
an overall market for the provision of air passenger transportation services.  

Virgin Australia's submission also incorrectly aggregates international air traffic to and from 
Australia generally, and ignores a detailed analysis of the routes on which there is overlap but high 
and growing levels of competition.  This approach is inconsistent with the body of previous ACCC 
determinations on airline alliances, and exaggerates the limited direct overlap between the 
Applicants' networks.  In the context of Emirates' global route network serving over 120 destinations 
worldwide, the direct point-to-point overlap with Qantas' international routes is indeed minimal. 

Emirates also notes that there is vigorous competition in the domestic Australian market and this 
trend will continue.  As noted in the Qantas Submission, the Proposed Conduct will not have a 
material impact on the domestic market.35  

10. LENGTH OF AUTHORISATION AND SCOPE 

10.1 Ten year term is appropriate and consistent with previous ACCC authorisations 

The ten year term for the Proposed Conduct is essential as it involves major investment, particularly, 
from Qantas which is relocating its international hub from Singapore to Dubai.  For the purposes of 
hub, fleet and network planning a ten year period is required.   

To provide some context, Emirates notes that timeframes for the delivery of aircraft orders can often 
take 7 years.  Given Qantas' recently cancelled orders for 35 new Being 787 Dreamliner aircraft,36, 
an authorisation term shorter than ten years (for example a maximum 5 year period suggested by 
Singapore Airlines) will be insufficient to enable the full potential of the Proposed Conduct and the 
full range of public benefits, to be realised.  

                                                      
34 For example, the International Air Services Commission in Decision [2012] IASC 201 commented on the indirect competition posed by third 
country carriers on the Australia/South Africa route: "Third country carriers competing on the Australia- South Africa market are a considerable 
distance from the route and are competing with non-stop services. Longer travel times on one stop services means they offer a poor substitute and 
limited competitive constraint for the direct services offered by the codeshare partners, Qantas and SAA, especially in time-sensitive business market 
and on the Sydney and Perth Routes.    
35 Qantas Submission, page 2. 
36  Matt O'Sullivan, "Qantas cancels jet orders as it posts first loss", Sydney Morning Herald, 23 August 2012, 
http://www.smh.com.au/business/earnings-season/qantas-cancels-jet-orders-as-it-posts-first-loss-20120823-24ngx.html  
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Contrary to Virgin Australia's submission, there is recent precedent from two ACCC determinations 
delivered earlier this year, in support of a ten year term for international cooperative airline 
arrangements, namely the Affiliation Agreement between Emirates and flydubai, and the alliance 
between Etihad Airways and Air Berlin.37  

While no Australian-based carrier previously received a ten year authorisation from the Commission, 
no previous authorisation application involved the relocation by an Australian carrier of its 
international hub, as is the case under the Proposed Conduct, as well as the significant (multi-million 
dollar) IT investment and long term planning such as the  new concourse incorporation of Qantas at 
Dubai International Airport, long term slot planning and architecture of the Emirates frequent flyer 
program .  Similarly, the international aviation industry has never been as rapidly changing, 
vigorously competitive or volatile as it is now, and the need for legacy end-of-line carries to innovate 
and embrace new business opportunities to ensure their very survival has never been as pressing.   

10.2 Flexibility in cooperative airline arrangements 

The scope of the authorisation application is necessary to ensure flexibility and adaptability of the 
Proposed Conduct over its ten year duration, and also given the significance of the overall 
cooperation for both Applicants, particularly Qantas International.  The breadth of the cooperative 
conduct will also enable the Applicants to jointly assess, identify and pursue commercial 
opportunities on a network-wide basis, across both Applicants' combined networks.  The ability to 
identify opportunities on a combined network-wide basis is not dissimilar to the underlying 
rationale, as Emirates understands, for Virgin Australia's composite 'virtual' international network it 
had established with four separate international carriers and one domestic carrier.   

The scope of authorisation must be flexible in light of the highly dynamic international aviation 
industry, and especially given the ten year term that is required to make the Proposed Conduct 
commercially viable.  Such flexibility is not inconsistent with collaborative airline arrangements 
previously authorised by the ACCC.  The Qantas/British Airways JSA and other alliances also 
involve forms of flexibility.  Emirates notes, for example, that the application for the airline alliance 
between Singapore Airlines and Virgin Australia contains comparably flexible language including:38 

"The Applicants do not intend to share revenue at this stage. As the Applicants do not 
currently operate material overlapping services, this is not necessary to achieve metal 
neutrality.  However, the Alliance Framework Agreement contemplates the possible future 
implementation of metal neutral policies in the event that the Applicants begin operating any 
overlapping routes in the future or agree to jointly deploy new services. Further, the 
Applicants will put in place measures to ensure that their incentives are aligned under the 
Alliance and each airline has the incentive to fully cooperate." (emphasis added) 

11. NEXT STEPS 

If the Commission requires further information on any of the issues raised in this submission, 
Emirates would be pleased to assist. 

24 October 2012 

                                                      
37 ACCC, Emirates & flydubai – Final Determination (A91298 & A91298), 25 July 2012, available at: 
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D12+111076.pdf&trimFileFromVersionId=1067095&trimFileName=D12+111076.pdf 
and ACCC, Etihad Airways & Air Berlin – Final Determination (A91307 & A91308), 25 July 2012, available at:  
http://www.accc.gov.au/content/trimFile.phtml?trimFileTitle=D12+111120.pdf&trimFileFromVersionId=1067096&trimFileName=D12+111120.pdf  
38 Virgin Australia Group and Singapore Airlines – Submission in support of Application for Authorisation (A91267 & A91268), 20 June 2011, p 15. 


