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AIPA’s Support for the Qantas – Emirates Alliance authorisation comes with 

reservations 

 
AIPA remains cautiously optimistic that Qantas International’s prospects will be enhanced by 
the proposed alliance. However there is a real risk that Qantas Airways, as the smaller of the 
two airlines, will be disadvantaged by “trading” off or forfeiting thinner routes to Emirates on 
which it already has a significant presence. Further, revenue sharing arrangements between 
the applicants may be uneven and favour one party at the expense of another. Without 
information on how routes and revenue will be shared in the alliance, AIPA is unable to 
assess its benefits. 
    
AIPA also holds reservations as to “how strongly the alliance aligns the incentives of the 
parties so that they are driven to act in the interests of the alliance as a whole, rather than 
themselves.”1  AIPA is not convinced that the applicants are “equally yoked” and cites the 
disparate size and financial performance of the two airlines as potentially leading to a less 
than harmonious working relationship and the profiting of one alliance member at the 
expense of the other.  
 
Without information available to assess whether the revenue and route sharing 
arrangements are equitable and profitable to Qantas, its merits cannot be substantiated. 
Indeed, nowhere in the applicants’ submissions is there a declaration by the parties that they 
will practice “metal neutrality” - an absence of concern by an airline over making sure that a 
passenger flies on its airline as opposed to their partner’s airline. 
  
Whilst the ACCC “considers that the parties’ interests are likely to be most closely aligned on 
trunk routes”, the question of how route commencement, expansion or contraction will be 
managed on new or existing non-trunk routes is not addressed.  
 
How will the Coordination Agreement apportion capacity growth and capacity contraction 
between the two carriers regarding current and new routes? It is these new and existing 
routes on which there could be a less than satisfactory outcome for Qantas and its 
employees. And the failure to consider the alliance’s effects on the wider employment 
relationship points to the adoption of a very narrow focus by both the applicants and the 
ACCC.     
 

AIPA adopts a broader view of public benefits including job security and career 

prospects in addition to the ACCC’s focus on employment levels 

 

The ACCC defines public benefit to be “anything of value to the community generally, any 
contribution to the aims pursued by the society including as one of its principal elements (in 
the context of trade practices legislation) the achievement of the economic goals of efficiency 
and progress”.2  
 
AIPA contends that continuing employment, and the growth in employment, is of 
considerable value to the community as it provides people with income and a sense of 
purpose in addition to being an efficient use of resources. Indeed, the maintenance of full 

                                                
1
 ACCC Draft Determination “Application for Authorisation” lodged by Qantas Airways Limited and Emirates, 20 

December 2012, page 30. 
2
 ACCC Guide to Authorisation, page 26 quoting Re 7-Eleven (1994), ATPR 41-357 at 42,677. 
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employment in Australia is a primary goal of Australia’s central bank, as set out in the 
Reserve Bank of Australia Act.3 
   
Based on the public benefit definition, where the ACCC’s authorisation of an anti-competitive 
arrangement leads to an increase in employment this would constitute a public benefit. 
However where there is reduction in employment, it represents an inefficient outcome – a 
break down in the efficient and productive allocation of resources and it would therefore be a 
public detriment.  
 
Further, stability of employment and future employment prospects, being of value to 
employees and the community generally while increasing well-being, are elements that 
warrant consideration when assessing the impact of anti-competitive arrangements. 
   
The effect of an anti-competitive arrangement on employment therefore demands 
considerable attention.  
 
Yet AIPA finds the ACCC’s assessment of the alliance’s effect on Qantas employment levels 
to be insubstantial and its effect on employees’ job security and career prospects non-
existent.   
 

The Draft Determination fails to address how Qantas International’s employment 

may decline due to a narrowing of competition 

 

The Draft Determination fails to consider the anti-competitive arrangement’s effect on Qantas 
employees’ job security and career prospects, limiting its assessment to the effect on Qantas 
Airways’ and Emirates’ absolute employment levels. A corollary is that if employment levels 
decrease there is no job security and no career progression. Clearly though, where these 
elements of the employment relationship are negatively impacted by a reduction in 
competition between the parties, a public detriment arises.     
 
Yet the ACCC’s Draft Determination considered only whether the stimulation of employment 
claimed by the applicants was likely to occur and produce a public benefit. With regard to the 
effect on Emirates’ employment, the ACCC concluded that “even if the alliance were to 
stimulate growth in Emirates’ Australian operations, it is unlikely that this would result in 
material public benefits in terms of employment and procurement.”4 
 
In relation to the alliances’ effect on Qantas employment, Qantas focused on the 
sustainability of Qantas International and how the alliance would give Qantas the ability to 
continue to provide public benefits to Australia and Australians. Qantas did not suggest that 
its employment would grow but rather that the “Proposed Conduct will arrest the terminal 
decline of the international operation of Qantas”.5 Perhaps the public benefit, in relation to 
employment, was that it would continue to employ people in its international operations 
whereas without the alliance it may not?   
 
In considering the scenario without the alliance, the ACCC forecast that “a contraction of 
Qantas’ activity in Australia could be expected to reduce Qantas’ demand for labour and 
reduce its procurement of Australian goods and services. Viewed in this light, the alliance 

                                                
3
  Reserve Bank Act 1959, Section 10(2). 

4
 Op cit pages 46-47. 

5
 Qantas Airways Limited Proposed Cooperation between Qantas and Emirates – Applications for Authorisation, 

7 September 2012.  
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may increase Qantas’ demand for labour and goods and services produced by its Australian 
suppliers.”6  
 
The ACCC contends though that this demand is “likely to be met, at least in part, by diverting 
resources away from other airlines and other sectors of the economy, causing a contraction 
in their activities and contribution to the economy. The end result, after the effect of Qantas’ 
increased demand for labour and goods and services has rippled through the economy, is 
that there may be little or no impact on total employment or total procurement of Australian 
goods and services in the economy.”7 
 
AIPA considers the conclusions from this analysis are flawed by assuming that labour and 
other resources used by other airlines can be utilised by Qantas. The ACCC’s adopts view 
that any growth in Qantas and Emirates demand for goods and services (and thereby 
employment) will be at the expense of other airlines (assuming a static market) so that the 
net effect is no increase in employment.8  
 
This labour substitution does not arise even if an expansion Qantas’ services leads to an 
increase in the demand for pilots, cabin crew and ground engineers as these professions 
cannot be drawn from other carriers due to licensing and immigration rules. Conversely, 
where there is a reduction in flights and lower demand for pilots, cabin crew and ground 
engineers, these professions are unable to switch over to working for those foreign airlines 
expanding. 
 
In considering the impact of the anti-competitive arrangement on the rationalisation of 
Qantas’ European services, it seems the ACCC did not have cause to consider the effects on 
employment. On the basis of information supplied by the applicants, the ACCC was of the 
view that the Adelaide/Brisbane/Perth-Singapore services will “continue to operate as per the 
current schedule, and enable connection to/from Qantas codeshare flights with British 
Airways services to London.”9  
 
However the revised Qantas network to Asia sees Qantas dropping its three per week 
Adelaide – Singapore services while the double-daily Perth – Singapore services will be 
reduced to a daily service. Further, Qantas’s codeshare arrangement with British Airways, 
along with the Joint Services Agreement, will end as of 31 March 2013.10  
 
What we see here is Qantas transferring it’s flying to Emirates, with Qantas encouraging its 
customers to book on an Emirates daily service from Adelaide to Dubai if travelling to Europe 
or to travel via Melbourne if travelling to Asia. Clearly this will have a detrimental impact on 
Qantas employment of pilots, cabin crew, engineers and ground staff where there is a net 
reduction in services.  
 
In relation to Perth, Qantas passengers from Perth travelling to the UK and Europe (who 
have previously travelled via Hong Kong and Singapore) are encouraged to book triple daily 
services on Qantas marketed codeshare services operated by Emirates via Dubai (for travel 
on/after 31 March 2013).  
 

                                                
6
 Op cit, page 46.  

7
 Op cit, page 46. 

8
 This scenario holds in relation to international air services only. In the market for domestic air services, labour 

can move freely between airlines.  
9
 Op cit, page 28, paragraph 115. 

10
 Andrew Cleary, BA cuts Qantas out of code share, Australian Financial Review, 04 Feb 2013.  
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Whilst the ACCC did examine the likelihood of a reduction in wing tip flying (overlapping 
schedules) on the trans – Tasman route, it isn’t clear that the ACCC analysed the effects of a 
reduction in flying on other routes and whether a public detriment arose.  

 

Which is greater - the detriment to employment due to a narrowing of competition 

or a contraction without an alliance? 

 
While it is likely Qantas’ employment will contract due to a narrowing of competition and a 
transfer of flying to Emirates on European and Asian services out of Perth and Adelaide, the 
question is whether the employment decline is greater than otherwise would have occurred 
in the absence of an alliance. Neither the applicants nor the ACCC have addressed or 
assessed this scenario despite it having a bearing on the public detriment attributable to the 
alliance. 
 
In weighing up the net public benefit, defined as the public benefit less the public detriment, 
the ACCC has applied weightings to the benefits and detriments. Whether these weights are 
equal value or not is not disclosed or discussed in the Draft Determination.  
 
Yet the ACCC points out those differing weights may be applied as “the ACCC considers the 
extent to which the benefit has an impact on members of the community and the weight that 
should be given to it, having regard to its nature, characterisation and the identity of the 
beneficiaries.”11   
 
Given that differing weights may be applied, it is surprising that there is no discussion around 
what different weights should be applied to the benefits or detriments assessed in the Draft 
Determination.  
 
AIPA contends that the weights attached to the effect on employment levels, career 
prospects and job security flowing from the anti-competitive arrangement by the ACCC are 
doubtfully low and warrant much greater weight.  
 
Further, AIPA asserts that the discussion and assessment of potential benefits is unduly 
limited to the applicants, customers (passenger and freight) and businesses supplying goods 
and services to the applicants, but not employees.  
 

How can the current employment levels of pilots, cabin crew, engineers and 

ground staff within Qantas International be set as low water marks?  

 
According to Alan Joyce, no jobs would be lost because of the proposed partnership if it went 
ahead.12 The effect of the Qantas-Emirates alliance on employment is separated out from job 

losses arising from its withdrawal from the Frankfurt (Press club talk).
13

  

 
How then can the current employment levels be maintained as low water marks and 
referenced when future employment decisions are made around the number of staff 

                                                
11

 Op cit, page 30, paragraph 119.  
12 

Ben Sandilands “Qantas CEO Joyce talks up jobs, 787s and 2nd Sydney Airport”, 9 October 2012, 

http://blogs.crikey.com.au/planetalking/2012/10/09/qantas-ceo-joyce-talks-up-jobs-787s-and-2nd-sydney-

airport/ 
13

 Op cit.   
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employed in Qantas International? If current levels are to be treated as low water marks, 
AIPA believes a yearly and half yearly employment count should be taken and made public.  
 
According to Alan Joyce, establishing the viability of Qantas long haul would be the basis for 
adding to the number of jobs at Qantas. Clearly if the alliance is going to be of benefit to 
Qantas employees, who are legitimate stakeholders, then the benefits ought to flow to 
employees by way of greater job security and promotion opportunities.  
 

In Summary 

 

• AIPA acknowledges the alliances’ capacity to strengthen Qantas international but has 

reservations regarding how closely aligned the parties incentives are, in particular, 

with regard to the commencement, expansion and contraction of non-trunk routes 

• AIPA believes the ACCC’s assessment of the alliances’ impact on employment levels, 

job security and promotion prospects of Qantas employees is deficient 

• AIPA contends the Draft Determination weightings assigned to Public Benefits and 

Public Detriments should be transparent and justified 

• AIPA maintains that in the ACCC’s assessment of public benefits, the alliance’s 

effects on employment ought to carry far greater weight in determining the alliance’s 

net public benefit   

 


