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EMIRATES & QANTAS AIRWAYS LIMITED  
AUTHORISATION APPLICATION A91332 & A91333 

FURTHER SUBMISSION ON TRANS-TASMAN CAPACITY COMMITMENTS 

1. INTRODUCTION AND PURPOSE OF THE SUBMISSION 

On 7 September 2012 Emirates and Qantas Airways Limited (Qantas) (together the Applicants) 
lodged an application and supporting submission (Application) to the Australian Competition and 
Consumer Commission (Commission), seeking authorisation to allow the Applicants to coordinate 
their operations pursuant to a Master Coordination Agreement executed by the Applicants on 6 
September 2012 (Proposed Conduct). 

The purpose of this submission is to further clarify issues relating to the capacity commitments 
proposed by the Applicants in Annex I to the Application (TT Commitments) in relation to the 
Trans-Tasman Routes operated by both Applicants (TT Routes).  This submission is made from 
Emirates perspective and supplements the Qantas letter dated 30 November 2012 (Qantas 
Submission).  Emirates would be pleased to discuss this submission with the Commission. 

2. EXECUTIVE SUMMARY 

This submission focuses on two TT Routes (namely Sydney-Christchurch (SYD-CHC) and 
Melbourne-Auckland (MEL-AKL)).1   

This submission explains why, given the significant capacity on these routes, competition will not be 
adversely affected on them, particularly in the form of increased prices.  Instead, it is likely that there 
will be increased routes and therefore public benefits. 

Emirates is of this view for the following reasons: 

 There is already excess capacity across all the TT Routes that will continue to drive competition. 
The average load factor of the Applicants on the TT Routes is only approximately 75%. 

 As set out in the Qantas Submission, this load factor will remain well below any meaningful 
capacity constraint over the next 5 years. 

 Emirates is operating large aircraft on the TT Routes being A380s and 777ERs from Dubai, 
where passenger traffic is largely leisure and family driven and, as a result, its load factors are 
likely to be less than this average. 

 There is no sign of any co-ordinated effects on Trans-Tasman routes that already have only two 
operators. 

 Barriers to entry and expansion in relation to Trans-Tasman routes are low, and there are a 
number of international carriers with unexercised Fifth Freedom Carrier (FFC) rights that could 
participate as well as other international carriers that may operate on these routes. 

 The Proposed Conduct allows the Applicants to alter "wingtip to wingtip" departures and 
arrivals on the Tasman, more efficiently distributing capacity throughout the day. 

                                                      
1 Under the Proposed Conduct the Applicants will also overlap on two additional Trans-Tasman routes: SYD-AKL vv and BNE-AKL vv.  The 
Applicants will continue to compete against Virgin Australia/Air New Zealand as well as other fifth-freedom carriers on these routes (China Airlines 
will compete on both routes, while LAN Chile will also compete on the SYD-AKL route). 
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 A capacity commitment across all Trans-Tasman routes is more efficient as it allows the 
Applicants to more readily match capacity with demand.  

 A reduction in flexibility will attract a loss of efficiencies through an inability to re-allocate 
capacity, and would hinder the introduction of potential new routes. 

3. THE APPLICATION OF THE TRANS-TASMAN CAPACITY COMMITMENTS TO 
EMIRATES AS A FIFTH FREEDOM CARRIER 

3.1 The context for a Fifth Freedom Carrier 

Emirates is a rapidly growing global carrier expanding in markets all over the world. However, it is 
very conscious of efficiently planning its international network and responding to passenger demand. 

On Trans-Tasman routes, Emirates determines the frequency gauge of its aircraft taking into account 
its available aircraft at Australian airports, the regulatory constraints applying to its flights to New 
Zealand and the ability of New Zealand airports to accommodate particular aircraft types.  

Most other carriers currently serving the Trans-Tasman do so in the context of their domestic and 
Trans-Tasman routing decisions. Emirates is in a different position to most other airlines currently 
serving the TT Routes as Emirates serves the Trans-Tasman as an FFC, where the Trans-Tasman 
route is part of its global network. This different environment is demonstrated by the following 
Emirates end to end routes, of which the Trans-Tasman sector is only a final leg: 

 Dubai-Melbourne-Auckland (EK406); 

 Dubai-Sydney-Auckland (EK412);  

 Dubai-Brisbane-Auckland (EK434); and 

 Dubai-Bangkok-Sydney-Christchurch (EK418). 

This means that the Emirates TT Routes are an extension of its broader round trip requirements for 
its aircraft on international routes. As a result there are only limited flight time windows in which it 
can serve the Trans-Tasman as part of such round trips. Accordingly, Emirates cannot increase flight 
frequencies to New Zealand unless there is an increase in its international flights to Australia and the 
relevant routing allowed an efficient utilisation of that additional aircraft on a Trans-Tasman leg. 

Because of regulatory constraints imposed under Air Service Agreements (ASAs) FFCs like 
Emirates are also limited in the number of flights that they may schedule in reliance on fifth freedom 
rights.  For example, under the current ASA Emirates is limited to two New Zealand airports, which 
excludes flights to Wellington (which has often requested a service from Emirates) and other 
airports.   

Global carriers like Emirates are more likely to operate limited flights using larger capacity aircraft, 
as this is the best means of maximising available capacity where such limitations apply. This is a 
major reason why global carriers such as Emirates have a much higher proportion of A380s and 
other large aircraft within their fleet, a proportion that is increasing.  As a result up-gauging is a 
logical commercial progression for Emirates. 

Sometimes Emirates is also limited by congestion and physical limitations at certain destination 
airports (e.g. only a given number of A380s may be handled in a given period or the airport is not yet 
A380-compatible).  
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Of the 4 Emirates flights on TT Routes, MEL-AKL and SYD-AKL are already A380 services and 
the SYD-CHC service cannot be upgraded, as Christchurch International Airport is unable to support 
A380s. The BNE-AKL flight is not yet an A380. However all of the flights to AKL from SYD, MEL 
and BNE arrive in close proximity and it is unclear whether AKL would be able to support so many 
A380s in quick succession. Accordingly Emirates currently has limited options for new flights and 
up gauging in New Zealand. 

Therefore, if under the revised TT Commitments the Applicants were required to deploy additional 
capacity on TT Routes based on a growth factor, Emirates would be unable to do so unless it added a 
very large increment of capacity that would most likely be uneconomic.  

3.2 New entry 

Emirates will not be the only FFC to serve the Trans-Tasman. Emirates expects that over the course 
of the Proposed Conduct new capacity will be deployed by the entry of new international carriers 
serving the Australian market with an equivalent ability to utilise flight windows to serve the 
Tasman.   

As noted in the Application,2 the barriers to entry and expansion in the Trans-Tasman market are low 
and there a number of international carriers currently serving Australia, including Singapore Airlines 
and Etihad Airways, that have unexercised FFC rights to operate on the Trans-Tasman.  Due to the 
rapid expansion of their respective international networks in recent years, Emirates considers that 
Etihad Airways and Qatar Airways may be best placed to enter the Trans-Tasman market as new 
entrants exercising their FFC rights. 

In addition, international carriers such as Thai Airways, Malaysia Airlines and Royal Brunei, have 
previously operated on Trans-Tasman routes and it is reasonable to anticipate that those carriers may 
consider re-entry. 

There are also currently Chinese carriers that operate the Trans-Tasman route, such as China 
Airlines, which commenced a Sydney-Auckland service understood to be four times weekly.  It is 
anticipated that there could be additional growth by Chinese airlines.   

3.3 Overall efficiencies 

The aviation industry is very dynamic and over time variations in passenger demand may dictate 
changes to the manner in which Trans-Tasman sectors are served by the Applicants under the 
Proposed Conduct.  This is why the Applicants had proposed an aggregate capacity commitment 
across all TT Routes, as it would allow them to respond most effectively to fluctuating passenger 
demand.  There is a clear potential trade-off between a capacity commitment and efficiency. 

Some of the examples would be as follows: 

 If Emirates changes its international flight schedule to Australian airports from where it serves 
New Zealand it may want to alter the Australian end of a given city pair to New Zealand. 
Alternatively there could be greater demand and higher utilisation on a route to a different New 
Zealand destination and it would be a pro-competitive response to move capacity to a different 
New Zealand destination airport (should the current ASA be amended). 

 Qantas, which has greater flexibility given its more frequent flights using smaller aircraft, and 
also Jetstar as a low cost carrier, can address fluctuating demand, including seasonality. As a 
result of the increased feeder traffic that would be made possible by the Proposed Conduct, 

                                                      
2 Qantas and Emirates Submission to the Commission, 7 September 2012, page 29. 



 

PUBLIC REGISTER VERSION 
 

 
 4  
 

Qantas may be able to offer new flight origination airports such as Adelaide, leading to increased 
competition against Air New Zealand/Virgin Australia.  However, this would only be possible if 
there is flexibility to adjust city pair capacity. 

Accordingly, city pair commitments could ultimately reduce efficiencies and competition. Therefore, 
Emirates submits that city pair commitments, particularly combined with city pair growth 
commitments are not appropriate in relation to the Proposed Conduct having regard to the need for 
both parties to retain flexibility. 

3.4 Capacity growth 

Emirates is also mindful of the Commission's potential concerns that the draft TT Commitments do 
not include any commitment to grow capacity over the 10 year term of the Proposed Conduct.   

However, it should be noted that, on implementation of the Proposed Conduct the Applicants would 
have approximately 25% unutilised seat capacity on average across all the TT Routes (and Emirates 
will have more unutilised capacity). This should be more than sufficient to accommodate capacity 
growth during the Proposed Conduct. Based on current growth Qantas has estimated that there is 
significant room for growth in passenger volumes before capacity becomes in any way constrained. 

Another reason to assess capacity utilisation before applying a growth factor is that the entry of other 
airlines onto the Trans-Tasman would add significant capacity that will absorb any growth, making 
mandated growth under a capacity commitment unnecessary. 

For these reasons, Emirates submits that a capacity growth factor is not required in this matter.  
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