
 

 

CIAL SUBMISSION ON CONSULTATION DRAFT CONDITION 

 08 March 2013 

Introduction 

1 Christchurch International Airport Limited (CIAL) welcomes the opportunity to 

submit to the Australian Competition and Consumer Commission (ACCC) on the 

ACCC‟s Consultation Draft Condition, relating to Qantas‟ and Emirates‟ (the Airlines) 

applications for authorisation of the proposed Master Coordination Agreement. 

Executive summary 

2 CIAL considers the Consultation Draft Condition to be a significant step backwards 

from the proposed conditional authorisation in the Draft Determination. 

3 CIAL reiterates and reinforces the following key points from its submission to the 

ACCC on the Draft Determination: 

3.1 CIAL‟s primary concern with the proposed alliance is the potential for it to 

further restrict Australia‟s already limited connectivity with the South Island 

on the Sydney Airport (SYD)- Christchurch Airport (CHC) route, namely by 

prompting Qantas to withdraw its red-tail service.   

3.2 The Qantas red-tail service is vital for Australian and South Island 

connectivity with international markets, because it provides interline and 

online connectivity with the Qantas network, operating onwards to and from 

SYD.  Jetstar services are not a substitute for the Qantas red-tail service 

because Jetstar provides a lower customer service proposition and does not 

provide connecting itineraries that are commensurate with those provided by 

Qantas.  

3.3 The likelihood of the proposed alliance reducing capacity and increasing 

airfares on the SYD-CHC route is high.  If authorised, the alliance would result 

in a duopoly on the route (with Air New Zealand/Virgin Australia and Qantas 

Group/Emirates together controlling 100% of capacity on the route), and 

would not be subject to any competitive constraint from 5th freedom or new 

entrant carriers. 

3.4 In short, the proposed alliance will substantially lessen competition on the 

SYD-CHC route, creating a risk of services on the route being withdrawn 

and/or replaced that would not have otherwise been withdrawn or replaced in 

the absence of the alliance.  Imposing a route-specific capacity obligation is 

the only way to effectively mitigate against this consumer harm - a harm 

which directly correlates with the loss of competition resulting from the 

alliance.   

4 CIAL strongly disagrees with the Consultation Draft Condition‟s proposal to impose 

a minimum aggregate capacity obligation on the four trans-Tasman overlapping 

routes (Relevant Routes).  An aggregate capacity obligation will not protect against 

competitive harm to consumers on the SYD-CHC route and could further restrict 

Australia‟s already limited connectivity with the South Island, by giving the Airlines 

scope to: 
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4.1 replace existing South Island services with North Island services;  

4.2 consolidate their current wingtip-to-wingtip services out of CHC into one or 

two flights, rather than maintaining the existing three services by Emirates, 

Jetstar and Qantas; and/or 

4.3 replace the existing Qantas red-tail service with a Jetstar service. 

5 In short, without a capacity obligation unique to the SYD-CHC route, the proposed 

alliance will result in: 

5.1 a capacity reduction on the route to levels below what would otherwise occur, 

with a corresponding increase in air fares to a level higher than what would 

otherwise be the case; and 

5.2 a further restriction in connectivity between Australia, the South Island, and 

beyond on the Qantas network operating out of the SYD hub (onwards 

connectivity from SYD is already limited by existing scheduling patterns on 

the SYD-CHC route). 

6 To mitigate these adverse consequences, at a bare minimum CIAL recommends 

that the ACCC require the Airlines to maintain the Qantas red-tail service on the 

CHC-SYD route, at that service’s base year capacity for FY12, for the period of 

the authorisation.   

7 The most comprehensive condition of authorisation was that proposed in the Draft 

Determination, requiring the Airlines to maintain an individual base level of capacity 

on each of the Relevant Routes for the term of authorisation, and to increase 

capacity on those routes in accordance with a specified growth factor.    

8 CIAL‟s ultimate preference is for: 

8.1 the proposed condition of authorisation in the Draft Determination to be 

adopted;   

8.2 Qantas to be required to maintain the current red-tail service on the SYD-CHC 

route; and 

8.3 CIAL‟s recommended growth factor for the SYD-CHC route, detailed in its 

submission to the ACCC on the Draft Determination, to be imposed.  The most 

likely outcome of this particular condition being met, would be a new or added 

service offering at the start and end of each day, achieving an optimum 

scheduling outcome overall on the route, and providing much improved 

customer access to flights onwards from Australia (or domestically within 

Australia) on connecting itineraries.  

9 CIAL understands the Consultation Draft Condition to be a direct result of the 

Airlines‟ joint submissions on the Draft Determination, dated 18 January and 05 

February 2013.  CIAL responds to the Airlines‟ arguments in those submissions in a 

table attached at Appendix A.  
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The proposed alliance will harm consumers on the SYD-CHC route 

10 The proposed alliance would result in a duopoly on the SYD-CHC route (with Air New 

Zealand/Virgin Australia and Qantas Group/Emirates together controlling 100% of 

capacity), and would not be subject to competitive constraint by other carriers.   As 

mentioned in CIAL‟s submission on the Draft Determination:  

10.1 no 5th freedom carriers would independently operate to the South Island if the 

alliance was approved; and  

10.2 it is unrealistic to expect Etihad Airways or Qatar Airways to enter the Tasman 

market because of their local partner airlines (both are now stronger partners 

with Air New Zealand), and because of the unsuitability of their long-haul 

aircraft. 

11 The likely lessening in competition on the SYD-CHC route that will result from the 

proposed alliance would enable the Airlines to withdraw and/or replace services on 

the route, which would not have been possible in the absence of the alliance.   In 

other words, the proposed alliance creates a significant risk of consumer detriment 

that is not present in the counterfactual where the applicants compete.  It is the 

proposed alliance that provides the platform for the applicants to coordinate on the 

withdrawal and replacement of services. 

Consumer harm on SYD-CHC route will affect trans-Tasman economy  

12 As the only 24 hour, long haul capable airport in the South Island, CHC is the 

principal gateway to the South Island - a regional economy of trans-Tasman 

significance.     

13 As outlined in CIAL‟s submission on the Draft Determination, services on the SYD-

CHC route are essential for effective travel and trade between both countries.  

Significant passenger and freight volumes are transported on the route every year.    

14 Once again, CIAL acknowledges the significant contributions the Airlines have made 

to date, particularly in facilitating airfreight movements across the Tasman.  It 

remains the case, however, that:  

14.1 an overall lack of airfreight capacity though CHC results in CHC transporting 

less than half of the South Island‟s share of airfreight per year (translating 

into 29,700 tonnes of missed airfreight annually);1 and 

14.2 a large proportion of Australians take circuitous routes to get between 

Australia and Christchurch due to a lack of air services.  Load factors in recent 

months for certain routes highlight the current lack of capacity existing on 

direct routes connecting the South Island with Australian east coast cities. For 

example, there is no Qantas/Jetstar or Emirates service from Brisbane to 

Christchurch, creating a disadvantage for Australians in accessing the South 

Island.   

15 It follows that we should, at a minimum, do our best to protect the capacity that 

currently exists on the SYD-CHC route. 

                                            
1 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 2 and 36 – 42. 
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Aggregate capacity condition won’t protect consumers on SYD-CHC route 

16 The aggregate capacity condition proposed in the Consultation Draft Condition will 

not protect consumers on the SYD-CHC route for the following reasons: 

16.1 Even if load factors on the SYD-CHC route exceeded the envisaged threshold 

and prompted the ACCC to increase the capacity growth rate, the ACCC still 

could not require the Airlines to increase capacity on the SYD-CHC route.  

While, in practice, the Airlines should be expected to increase capacity where 

it is most needed, there is no requirement in the Consultation Draft Condition 

that they do so.  And any decision by the Airlines not to add capacity where it 

is needed would result in unwarranted and harmful delays in meeting 

demand. 

16.2 The aggregate capacity commitment does not protect against CIAL‟s ultimate 

concern that that Jetstar services will be used as a replacement for the 

Qantas red-tail service.  Jetstar services could also be used to service 

additional capacity when load factors increase, compounding the current 

connectivity issues associated with Jetstar providing a lower customer service 

proposition and a lack of connecting itineraries that are commensurate with 

those provided by Qantas.   

16.3 The ACCC is not required to consult with anyone other than the Airlines when 

reviewing capacity growth rates.  The ACCC should be required to consult with 

all interested parties, and at a minimum with affected airports, as airline data 

alone would not enable the ACCC to objectively assess relevant market 

conditions. 

17 At a practical level, the proposed aggregate capacity condition provides plenty of 

scope for the Airlines to harm consumers on the SYD-CHC route by: 

17.1 replacing existing South Island services with North Island services;  

17.2 consolidating their current wingtip-to-wingtip services out of CHC into one or 

two flights, rather than maintaining the existing three services by Emirates, 

Jetstar and Qantas; and/or 

17.3 replacing the existing Qantas red-tail service with a Jetstar service. 

Obligation to retain Qantas red-tail on CHC-SYD required at a minimum 

18 At a bare minimum, the ACCC‟s authorisation should require the Airlines to maintain 

the Qantas red-tail service on the CHC-SYD route, at that service‟s base year 

capacity for FY12.  

Qantas red-tail service is vital for trans-Tasman connectivity  

19 The Qantas red-tail service is vital for Australia‟s connectivity with the South Island 

because it provides online and interline connectivity with Qantas‟ international 

services operating out of the SYD hub (including connectivity with Qantas‟ vast 

number of Frequent Flyer international partners and the oneworld alliance airlines).  

CIAL is particularly concerned at the prospect of losing this connectivity at the point 

in time when Qantas alters its airline schedules and boosts connectivity to Asia. 
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20 CIAL data on the past 12 months suggests that over 31% of passengers on the 

Qantas red-tail service are Australian nationals.  The next largest group is New 

Zealanders.  And many are travelling on connecting itineraries. 

A Jetstar service would not be a substitute for the Qantas red-tail service 

21 If the ACCC does not require the Airlines to maintain the Qantas red-tail service on 

the SYD-CHC route, there is a real risk of the service being replaced with a Jetstar-

branded service.  This risk would not exist in the absence of the alliance.  The 

Airlines state in their application for authorisation that “The Proposed Conduct may 

also include interlining and, at a later stage, codesharing on Jetstar-branded 

services where appropriate.”2 

22 A Jetstar branded service in place of the Qantas red-tail service would severely limit 

the South Island‟s connectivity. Jetstar services are not a substitute for Qantas 

services because Jetstar is a low cost, value based airline.  Because its core business 

focus is the leisure point to point market, Jetstar does not provide nearly the same 

level or quality of connections that are available with Qantas. 

23 The disparity between Qantas and Jetstar services from a „passenger experience‟ 

perspective is clear when travelling on a codeshare service Qantas offers with Jetstar 

operating from CHC.  This service stops in SYD.  Even though a Qantas ticket 

onward to Asia has been purchased, because the first leg of the trip is a Jetstar flight 

(without an interline connection) passengers are required to re-check in their 

baggage upon arrival in SYD.  

CIAL asked for a commitment from Qantas regarding the red-tail service 

24 CIAL corresponded with Qantas seeking a commitment regarding the maintenance 

of the Qantas red-tail service.3 CIAL is aware that Qantas gave New Zealand officials 

verbal assurances that the airline was committed to the South Island; however 

Qantas was not prepared to give that same level of assurance in writing to CIAL. 

Rather than making any commitment specific to the SYD-CHC route, Qantas: 

24.1 assured CIAL that the Airlines‟ proposed capacity commitment would prevent 

an overall reduction of trans-Tasman capacity; and 

24.2 stated that it is “difficult to foresee a circumstance in which it would be in 

Qantas‟ interests” to reduce its “level of service” on the route below one 

service per day.4  

25 This does not provide CIAL with any comfort that the Qantas red-tail service will be 

maintained, nor does it amount to a commitment regarding service levels on the 

SYD-CHC route.  The prospect exists that Qantas services could be entirely replaced 

by Jetstar services on the SYD-CHC sector.   

                                            
2 Qantas and Emirates application for authorisation of Proposed Master Coordination Agreement 

(September 2012) at 18. 

3 Letter from Matthew Findlay (General Manager Aeronautical Business Development, CIAL) to Euan 

Robertson (Head of Government and Policy, Qantas) regarding the Qantas/Emirates Master Coordination 
Agreement (28 September 2012). 

4 Letter from Euan Robertson (Head of Government and Policy, Qantas) to Matthew Findlay (General 

Manager Aeronautical Business Development, CIAL) regarding the Qantas/Emirates Master Coordination 
Agreement (08 October 2012). 
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26 CIAL is surprised that the Airlines have expressly offered up the potential for 

Adelaide Airport (ADL) – Auckland Airport (AKL) services being established, but will 

not commit to retaining the existing Qantas red-tail service on the SYD-CHC route.  

Committing to maintain the existing Qantas red-tail would protect consumers and 

would involve substantially less up-front investment by the Airlines than the 

establishment of a new service.  

An obligation to maintain Qantas red-tail service would improve scheduling 

27 An optimal outcome of the proposed alliance for consumers on the SYD-CHC route 

would be an even daily spread of the existing Qantas, Jetstar and Emirates services 

on the route.   These services currently operate on a „wingtip-to-wingtip‟ basis and 

miss a number of important connections to markets with Qantas‟ partner airlines out 

of the SYD hub. 

28 Accepting that Emirates has little flexibility in changing its schedule on the CHC-SYD 

route, CIAL would expect that an ACCC requirement for Qantas to maintain the 

Qantas red-tail service would result in Qantas moving its services to be end or start 

of day operations and Jetstar moving its services to operate in the middle of the day 

leisure hours - providing an improved and enhanced customer proposition across all 

services by the alliance partners.   

CIAL’s preferred outcome 

29 The proposed conditional authorisation in the Draft Determination, with a minimum 

route-specific capacity obligation and growth factor, would offer consumers on the 

Tasman the most comprehensive protection. 

30 CIAL takes this opportunity to reiterate that, ultimately, its preferred outcome is for: 

30.1 the proposed conditional authorisation in the Draft Determination to be 

adopted;   

30.2 Qantas to be required to maintain its red tail service on the SYD-CHC route; 

and 

30.3 CIAL‟s recommended growth factor for the SYD-CHC route, detailed 

confidentially in its submission to the ACCC on the Draft Determination, to be 

imposed.  The most likely outcome of this particular condition being met, 

would be a new or added service offering at the start and end of each day, 

achieving an optimum scheduling outcome overall on the route, and providing 

much improved customer access to flights onwards from Australia (or 

domestically within Australia) on connecting itineraries. 
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APPENDIX A – CIAL’S RESPONSES TO AIRLINE ARGUMENTS FOR AGGREGATE CAPACITY OBLIGATION 

 Airline’s arguments for aggregate capacity 

commitment5 

CIAL’s response 

1 The Tasman market is intensely competitive and there is 

an absence of conditions conducive to coordinated effects 

If the proposed alliance is authorised, the Tasman won‟t be a 

competitive market (e.g. the SYD-CHC route and the MEL-AKL 

will each be subject to a duopoly). 

In any event, an assessment of the competitive nature of the 

Tasman market as a whole is artificial because it highlights 

competition existing between airlines (on the supply side) but 

obscures the competitive detriment to consumers when air 

services are withdrawn or lacking (on the demand side).  In the 

air services market it is demand side competition at a route-

specific level that we should promote as being in the public 

interest. 

2 Isolating capacity on a city pair basis is an artificial way 

to preserve competition. 

If authorised, the proposed alliance will lessen competition, 

creating a risk of services on certain routes being withdrawn 

that wouldn‟t have otherwise been in the absence of the 

alliance.   

Imposing route-specific capacity obligations is the only way to 

mitigate against this consumer harm (a harm which directly 

correlates with the loss of competition resulting from the 

alliance).   

3 City pair based capacity commitments will prevent pro-

competitive development of other Tasman routes. 

Developing new Tasman routes would not be impeded by 

CIAL‟s alternative recommendation that, at a minimum, the 

Airlines be required to maintain the Qantas red-tail service on 

the CHC-SYD route at that services‟ base year capacity for 

                                            
5 Contained in the Airlines‟ joint submissions on the Draft Determination, dated 18 January and 05 February 2013. 
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FY12. 

4 Reduction in price tension between substitute airports in 

both Australia and New Zealand. 

CHC is the only 24 hour, long-haul capable airport in the South 

Island, meaning other airports often aren‟t substitutable. 

In any event, the proposed alliance is likely to result in a 

reduction in price tension between airlines on the SYD-CHC 

route that will be much more harmful to consumers than any 

reduction in price tension between airports caused by a 

aggregate capacity commitment.  

5 City pair based capacity commitments will inhibit 

operational efficiency. 

A SYD-CHC capacity commitment would in fact improve the 

Airlines‟ operational efficiency on that route by prompting them 

to spread their current daily „wingtip-to-wingtip‟ schedule 

evenly throughout the day. 

This re-scheduling would benefit the Airlines, enabling them to 

offer the maximum range of connecting flights to long-haul 

markets, on their services, or partner airline services, 

operating out of the SYD hub. 

6 Substantial excess capacity that currently exists will 

continue for at least the next 5 years on the Tasman. 

Load factors on the SYD-CHC route are high (e.g. over the Dec 

2012/Jan 2013 period, Qantas up-gauged their aircraft on the 

SYD-CHC route 6 times to meet demand).  And these load 

factors are forecasted to increase as the South Island economy 

recovers and rebuilds, following the earthquakes. 

The 63% load factor figure provided by the Airlines for the 

CHC-SYD in FY12 is retrospective and does not reflect normal 

seat factors on the route.  In FY12 seat factors on the route 

were unseasonably and comparatively low due to numerous 

earthquakes (ranging between magnitude 5 - 6), and the 

absence of any Rugby World Cup games being hosted in 
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Christchurch.   

Historic load factors are only informative if they represent 

„business as usual‟ circumstances, which have only recently 

returned to the CHC market. 

7 A pre-specified growth factor requirement is impractical 

and would burden Qantas. 

 

If the Airlines optimised their scheduling on the SYD-CHC 

route, CIAL understands that this would result in a growth in 

demand sufficient to warrant additional, substantial investment 

in servicing the route.  

In any event, the impracticality of a specified growth factor 

would be avoided by CIAL‟s alternative recommendation that, 

at a minimum, the Airlines be required to maintain the Qantas 

red-tail service on the CHC-SYD route at that services‟ base 

year capacity for FY12. 

 

 

 


