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Carrxers are forced
tob be more efficient

LAST MONTH, Umted Air-
s’ Chief éxecutive Gerald
enwald warned that Japan
is “seeking to “control East-
West commerce through a
-kind of economic il vperlal-
ism”.

“:Earlier this year, the Hong-
kong government announced
it would limit the number of

passengers Australian airline™
Qantas could ‘carry frorn.
Hongkong to Bangkok and -

Singapore. In response, Aus-

tralia threatened to  halve

Hongkong carrier Cathay Pa-
cific’s flights to Sydney. ’

What - provoked such

.| threats and heated language?
. The answer is ongoing negoti- ;

atxons over international air
services.“Unitéd “Airlines
wants to extend its service
from Japan’s Kansaz Alrport
to Seoul, Kor !
Airlines has dpplied fo fe
its route fo Hawaii
The exchange of threats be-
tween Australia and Hong-
kong foreshadowed negotxa-
tions - to “Tenew * their, air
services agreement, whlch ex-
pires at the end of this year:

Even more so than trade in =
other services, internhational

~dir services are tightly con-

trolled.
Governments at every stop
. along a route have the right to
regulate flight -schedules,
types of aircrift and fares.’
Through bilateral air ser-

quency “of flights.

-las and Chicago, the only regu
Jations it must satisfy are

v1ces

Many countries reserve
hese hmlted“rlghi_:s for desig-

the same ‘on domestlc routes.
Then the United States deci
_ed to end federal regulatxon of
“domestic air services, preci;
‘tating “intense competition
‘and change in the industry

“Today, if any US airline

“-wants to operate betweén Dal

those on safety and noise. ~..—

"7 The European Unionis
committed to a single market.’

In air services, this will mean
an airline from any member
country can serve any route
within the union. For in-
stance, British Airways will
be able to serve routes be-
tween France and Italy.

~Even India, the bastion of
regulatlon, ‘has relaxed con-
rols ‘over domestic air ser-

National governments
air’ serv1ces for the
~'same Feasons that they have
deregulated other industries
including electric power and
elecommunications. ™
Regulatlon breeds ineffi-
ciency — weak management
bloated payrolls, poor serv1ce
and high prices.

Deregulation provides con-
-sumers with more choice, bet-.
ter service and lower prices.
By removing protectlon, de-
regulation forces service pro-
viders to be more efficient.

When the US deregulated

air services, fares came down

~and frequency' of service in-

ave been deregulating do--
sti

'comp. mve carrler isnot'in -
‘any country’s long~term i ter-
est., The longer govemments
~cosset their flag carners the
Tess hkely they will be to s
vive the tough compet
that will come, sooner or later.
‘ No carrier is immune from
'com titive forces. When the
US “opened _ 1nternat10na1
routes to other carrxers, Pan
'Amerlcan Airways collapsed
Even today, Trans World Air-

creased. Airlines that were
not competitive went under:

were just two of the casualties.

Deregulation also paved -

the way for innovation. Using
an all- Boemg 737 ﬂeet South-
west Axrhnes pioneered a no-
frllls service on short routes.

fares that it drew traffic from

Greyhound, the long-distance

bus carrier. At the other end of
the market, a number of carri-

ers have sprung up to provide _

exclusive luxury service.

~ International air services
are also being liberalised — in
fits and starts, and much more
slowly.- The‘ reason for the

slow and fitful pace is that, as'v
+international travellets origi-
:nate from all over the world,

Braniff and Eastern Airlines =

they have much less influence

over national governments

than respective flag carriers.

«, International travellers do

not have' hlgh paid lobbylsts

-workmg the corridors of pow-

% er, nor do they command large )
“Southwest offered such low

‘blocks of votes at elections. .

Consequently, limited ser-.

‘vice and high fares prevaxl on
“international routes. -

The Hongkong government
claims Qantas is carrying too
many passengers from Hong-
kong to Bangkok and Singa-
pore. The reason is simple:
Qantas offers lower fares.

Like all consumers, travel-

‘ping group set up EVA ‘Air-
‘ways, which pioneered busi-
‘ness class service for economy

“cramped by its mabmty to fly
‘betweent "Taipei ‘and Hong-

“Yiays barely limps along,” \
.. The best way toavoids h

"Iaxed their’ gnp, [
“have benefitted, " -

Taiwan'’s Evergreen Shlp

'for compen on.

fares across the Pacific. -
“But EVA’s operations are

e DrPng, professorof
i kmanagement at'the University
. ofCalzforma LosAngeles,

kong, the most lucrative rotite ““isvisiting the Hongkong
out of Taiwan. For now, Tai- University of Sczence&
pei-Hongkong service is the Technology. Dr Wu zsan
presetve of China Airlines ’ asszstantprofessorat
and Cathay Pacific. ‘Hongkong Umversztyof

Likewise, taking advan- Sczence& Technology.
tage of British deregulation, " " Theycontributed
Richard Branson’s Virgin

this comment to BT




