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Integrated alliances, such as the Proposed Conduct, enable participants to: 
 

• realise some of the benefits of mergers and acquisitions, which are not possible under 
regulations applying to the aviation industry; 
 

• increase their efficiency by reducing operational costs including by improving capacity 
utilisation and utilising each partner’s sales and marketing presence particularly in its 
home market; 

 
• better manage capacity in an industry that is susceptible to exogenous shocks in costs 

and demand; and 
 

• enhance the attractiveness of their services by offering greater convenience, a larger 
actual network and greater frequency of flights, usually at a lower cost. 

 
For an industry often faced with low marginal return on invested capital, low yields, low profitability, 
regular exposure to exogenous ‘shocks’ and strong competition, integrated alliances represent an 
important way to maintain a global network while controlling costs, particularly on thinner routes, and 
increasing productivity. Integrated alliances operate most effectively where the airlines have 
overlapping or potentially overlapping services. 
 
Benefits of the Proposed Conduct 
 
The benefits flowing to consumers under an integrated alliance or partnership such as the Proposed 
Conduct are substantially greater than under codeshare and interline arrangements.3  By providing 
proper incentives to maximise benefits for the partnership and bringing a single mind to bear on 
pricing, capacity and marketing, together the Applicants can create a joint network best placed to 
meet passenger needs.  
 
The Proposed Conduct is designed to enable the Applicants to coordinate broadly across their 
passenger and cargo transport operations, including in relation to: 
 

• planning, scheduling, operating and capacity; 
 

• sales, marketing, advertising, promotion, distribution strategies; 
 

• reservation priority and pricing (including fares, rebates, incentives and discounts), for 
passengers, freight customers and agents; 

 
• connectivity and integration of certain routes; 

 
• control of inventories and yield management functions; 

 
• frequent flyer programs; 

 
• all passenger-related aspects to provide a superior, consistent level of service to customers 

including ground services and lounge access; 
 

• harmonising service and product standards in order to provide a seamless product to 
passengers; 

 
• harmonising IT systems; 

 
• joint airport facilities; 

 
• potentially joint offices for sales activities; and 

 

                                                      
3 This has been noted by a number of economists including: W. T. Whalen ‘A Panel Data Analysis of 
Codesharing, Antitrust Immunity and Open Skies Treaties in International Aviation Markets, Review of Industrial 
Organisation 2007 30 39-61 and  J K Brueckner ‘International Airfares in the Age of Alliances: the Effects of 
Codesharing and Antitrust Immunity’ The Review of Economics and Statistics, February 2003, 85(1) 105-118. 
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• potentially other aspects of operations including joint procurement and flight operations. 
 

This will deliver a range of public benefits including: 
 

• an expanded Qantas network, improved connectivity and greater customer choice; 
 

• frequent flyer benefits; 
 
• Qantas fare reductions and improved reciprocal inventory access; 
 
• enhanced customer experiences and product innovation; 
 
• competitive response from rivals; 
 
• enhanced economic efficiencies; 
 
• increased tourism; 
 
• promotion of international trade and business; 
 
• economic benefits from enhanced and expedited Emirates growth in Australia; and 
 
• long term sustainability of Qantas and the Australian aviation industry (including Qantas’ 

ability to provide crisis management responses). 
 
A less restrictive arrangement such as code sharing would not achieve the claimed public benefits 
because such an arrangement would not enable: 

• complementary assets to be combined to achieve a higher utilisation of fixed costs and to 
optimise allocation of production – this only optimally occurs when parties can revenue/profit 
share on overlapping routes; 

• operations and activities that are duplicated as between the parties such as pricing and 
network systems, marketing platforms and other operational systems to be eliminated; or 

• economies of scale (through schedule optimisation, increased managerial efficiency and 
specialisation, sharing facilities, assets and expertise and unifying operational systems) to be 
achieved. 

 
Importantly, the benefits of the Proposed Conduct need to be assessed relative to the future without 
the Proposed Conduct.  In the absence of the Proposed Conduct, Qantas would be rationalising its 
operations to Europe and is likely, in the medium term, to have only one daily service to London.  As 
such, the ability to deliver any real benefits to consumers under an arrangement less than the 
Proposed Conduct is limited. 
 
From an Emirates perspective, the partnership arises from the similar nature of the Qantas premium 
product and service offering and the complementary nature of its route network to that of Emirates. 
The MCA provides a very deep level of integration to closely align the commercial incentives of 
Emirates and Qantas.  This ensures that each airline treats the others customers as if they were their 
own and allows the airlines to provide the greatest benefits to passengers in terms of products and 
seamless services.   
 
In this case, a lesser form of alliance or codeshare commercial arrangement would not provide 
customers with the same level of service that the airlines require.  Accordingly, it is unlikely that, 
absent the Proposed Conduct, Qantas and Emirates would enter into any ‘lesser’ form of partnership 
such as a codeshare or marketing alliance.   
 
 
 
21 March 2013 
 


