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CommentsaddressingInquiry ‘sflrst term ofreference: the nature ofAustralia ‘s
existingtradeandin vestmentrelations

Air Servicestreaty framework

Air servicesbetweenAustraliaandtheUnitedMexicanStates(Mexico) areprovided
for underaMemorandumofUnderstandingsignedon 1 March 2005which covers
capacityentitlements,traffic rights andother ‘doing business’provisions. A draft air
servicesagreement,attachedto theMOU, is in theprocessofbeing finalisedprior to
AustralianGovernmentconsideration.Oncetheagreementhasbeenapprovedby
relevantMinisters andExecutiveCouncil andconsideredby theJoint Standing
Committeeon Treatiesit canbebroughtinto force.

Thereareno aviationarrangementsor treatieswith theothercountrieswhich are
includedin thedescriptionof ‘the region’. Thereareno currentplansto engagein air
servicesagreementnegotiationswith thosecountriesaspassengernumbersare
unlikelyto supportdirect servicesfor manyyearsinto theffiture.

Currentarrangementsallow theairlinesofeachcountryto designateup to three
airlinesto operateinternationalair servicesto theothercountry,althoughno more
thantwo canoperateon any city pair.Designatedairlinesmaymarketseatson each
other’s servicesandon servicesoperatedby thirdcountryairlinesaswell asfour ‘own
aircraft’ servicesperweekto themajorgatewaysin eachcountry. ForAustraliathe
majorgatewaysareSydney,Melbourne,BrisbaneandPerth. For Mexico theyare
Mexico City, Guadalajara,MonterreyandCancun.

In addition,theaviationarrangementsprovidefor unrestrictedcapacity,frequency
andaircraft type in relationto operationsto regionalgatewaysin eachcountry.

Designatedairlinesofbothcountriesmayoperatevia threenominatedpoints in the
SouthWestPacific, includingNewZealandbut maynotserveanypointsbeyondthe
othercountry.
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The Australia- Mexico Aviation Market

ThesizeoftheAustralia-Mexicoaviationmarketmeansthat it is unlikely that carriers

ofeithercountrywill operateown aircraftservicesfor someyearsto come.

Justover24,000OriginlDestinationpassengers(thoseeitheroriginatingin or destined
for eithercountry)travelledbetweenAustraliaandMexico in theyearto September
2006. This equatesto approximately232 passengerseachwayeachweek.

Themarketis relativelyevenlybalancedbetweenresidentsandvisitors at53.2 per
centfor Australianresidentsand46.9 per centfor Mexicanvisitors. Although the
averageannualgrowthratefor thefive years2000-2005was3.7per cent,in the year
to September2006total numbersof OD passengersdeclinedby 9.5 percentoverthe
previousyearlyperiod.

Combinationpassengerandcargoservices

No camerof eithercountryoperatesdirect air servicesbetweenAustraliaandMexico.

Air Freight

No carrierofeithercountryoperatesair freight servicesto theother.

Cooperative marketing arrangements

On 1 August 2006, codesharearrangementsbetweenQantas and Mexicana on the
Australia-Mexicoroute commenced.The arrangementsprovides for the respective
flight numbersofQantasandMexicanato bedisplayedon servicesthat will caterfor
throughtraffic betweenAustraliaandMexico — by connectionover SanFranciscoand
Los Angeles.Qantasnow placesits “QF” codeon 237 Mexicanaservicesperweekto
four destinations— Mexico City, Cancun,Guadalajaraand San Josedel Cabo,while
the “MX” codeis shownon an arrayof Qantasservicesfrom Los Angelesand San
Franciscoto Sydney,BrisbaneandMelbourne.

Non-scheduledoperations

Airlines ofeithercountryareableto applyto operatenon-schedu]edservicesto meet
an identifieddemand.Airlines must,ofcourse,meetthenormalsafetyrequirements
andany otherrelevantdomesticlegislationapplyingto suchflights.
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CommentsaddressingInquiry’s secondterm ofreference: likelyfuture trends

Air ServicesTreaty framework

As soonas a number ofchangesto the draft text proposedby Mexico have been
finalised, the Departmentwill commencedomestic treaty processingrequirements so
that the air servicestreaty with Mexico canbe brought into force.

The presentarrangementsare currently meetingthe needsofairlines ofeachcountry
and there are no current plans to review the treaty or the aviation arrangements.

CommentsaddressingInquiry’s third term ofreference: therole of Governmentin
identifying andassistingAustralian companiesto maximiseopportunitiesin
Mexico andtheregion.

TheAustralia-Mexicoaviationarrangementsallow Australiancompaniesto make
theirown commercialjudgementson suchmatters.

DOTARS assistsairline companiesthat maybeinterestedin eithercommencingor
expandingoperationsbetweenAustraliaandMexico in anumberofways. DOTARS
providesadviceaboutopportunitiesandentitlementsavailableunderAustralia’s
aviationarrangementswith Mexico andotherbilateralaviationpartnersandmakes
availabledetailsoftherelevantagreementandarrangements.

OnceanAustraliancompanyhasdecidedto enterthemarket,DOTARSprovides
adviceaboutlegal requirementsthat mustbemetbeforeinternationalair servicescan
commence.

DOTARS receivesandprocessesapplicationsfor InternationalAirline Licencesand
timetableapplicationsanddesignatesAustralianinternationalairlinesto operate
internationalair servicesbetweenAustraliaandMexico. New airlinesarenot
permittedto commenceinternationalair servicesuntil theyhavemet international
airline licensingrequirementsand obtainedassociatedapprovals,suchasthesafety
requirementsoftheCivil Aviation SafetyAuthority andaviationsecurity
requirements.

Theyalsorequirean allocationofair servicecapacityfrom the(Australian)
InternationalAir ServicesCommission(IASC), an independentstatutoryauthority
whosemain role is to allocateair servicecapacityamongAustralianinternational
airlines.


