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Agenda Item 6:
Other matters
Situation of LATAM Industry: Socioeconomic Impact of aeronautical industry in Latin America and the relevance of air liberalization
(Presented by the International Air Transport Association (IATA)
1. Background 

After a difficult year for airlines as a consequence of the rise in oil price that reached around USD 150 per barrel and after the fall of the US stock exchange as a result of the mortgage loans crisis of that country, which caused a major slowdown in global economy, airlines faced a complicated financial scenario.

Aviation industry closed March 2009 showing, for the fifth consecutive month, negative figures in traffic. Compared with the same period in 2008, both passenger as well as cargo traffic have shown a drop in demand. For global passenger traffic, RPK (Revenue Passenger Kilometer) decreased by 11,1%. The cargo traffic situation has stabilized in March, with a  21.4% decrease. 

According to the figures obtained from the beginning of the year, forecasts for the industry are not positive for 2009. Global financial reactivation could begin during the third quarter. However, the aeronautical sector would benefit from these effects with some months difference, once the economy reflects society’s consumption habits.

According to the above-mentioned situation, IATA considers essential taking into account the impact that both the oil and financial crisis have had on the Latin American society, projecting the importance of the aviation role as part of the countries’ economic development. 

Additionally, by the end of April 2009, the “swine flu” outbreak worsens the situation. This epidemic, with significant mortality figures and more than half a dozen countries with confirmed cases, presents an uncertain scenario regarding its real dimension and impact on the travel and air industry. 
Unfortunately, the psychological or collective panic factor is having a very negative effect, not only in those countries where the infection has been detected, but also in others, causing a larger drop in passenger and cargo forecasts, thus worsening the decline in sales of the tourist and air transport industry. 

2. The importance of markets liberalization

As it was aforementioned explained, faced with a significant fall in income due to the world economic recession in the different markets where Latin-American carriers operate, it appears as an important measure to liberalize markets and open them at the same time as the procedures to allow airlines to use their resources more efficiently and cross the region are revised, due to the international nature of this business. 

Faced with this need, IATA has developed an international initiative to promote air liberalization, called “Agenda for Freedom”, which seeks to diminish restrictions on traffic rights, foreign investment and all other elements that difficult the healthy and sustained growth of air companies, as any other type of economic or business activity. 

Between October 25th and 26th 2008 in Istanbul, Turkey, IATA called on 14 countries plus the European Commission, to discuss options to expand airlines’ commercial freedoms, mainly market access and global capital. In the initial meeting Brazil, Chile and Panama participated from the Region. 

The participants requested that IATA continue facilitating liberalization by conducting a second meeting in 2009, to capture the speech in action. Likewise, it was requested that IATA facilitate the development of a multilateral policy declaration for it to be a tool where the States’ common thoughts and visions could be expressed. The group of countries present agreed to disseminate the best liberalization practices opening access to the more liberal agreements under negotiation for other States. 

In said opportunity, IATA emphasized on the importance of acting quickly. 

The Agenda for Freedom summit was developed in follow up of the Istanbul Declaration, signed by its 230 airline members, where, amongst several issues, there was a call to expand commercial freedoms. The objective of this meeting was not to sign agreements or declarations. 

It is fundamental that the quantification of the results of liberalization in Latin America is achieved, because through that information the positive effects that civil aviation has on a countries’ development can be demonstrated together with the positive consequences that this has for the economy and overcoming poverty.  Additionally, by sharing experiences, those that have been leaders in this matter can facilitate to their peers vital information that will allow them in a more simple way to develop their liberalization process. 

3. IATA- LACAC Studies: Economic Benefits of Air Transport in LACAC Member States

It is of most importance to show with clear and substantial figures what is air transport’s contribution to a country’s economic development and, more specifically, to every Latin American country. 

In June 2007 Mr. Eustacio Fábrega, President of LACAC and Mr. Giovanni Bisignani, Director General and CEO of IATA, subscribed a Memorandum of Understanding to develop studies about the economic contribution of air transport in the LACAC member States. 

In the initial phase there were studies developed for Bolivia, Chile, Colombia, Mexico and Panama, the same which when concluded were officially handed to the President of LACAC. Currently, these are still the only five countries that have this information available. The other seventeen LACAC member States have yet to develop them. 

The importance of these studies is rooted in the fact that they show a complete analysis of the air and tourism industry’s impact on these countries. It is IATA’s intention to support LACAC member States to develop said studies, so that they may quantify the economic impulse that the presence of an advanced air industry means, so that the IATA-LACAC studies may turn into a political convincing tool in their respective countries and thus influence decision making regarding measures that affect the aeronautical sector. 

IATA expects that in the short term it can ratify the agreement signed in 2007 regarding the commitment between IATA and LACAC to develop the 17 remaining studies. 

4. Action by the States 

IATA invites the States participating in the RAAC to take note of the contents of this working paper and requests they: 

· Support the recollection of information necessary for the realization of the IATA-LACAC studies soon. 

· Disseminate the results of the studies. 

· Introduce liberalization measures in their markets, since that in times of crisis such as these, an ideally a permanent, but at least temporary openness is fundamental to alleviate the effects of this financial and sanitary crisis that has provoked such a strong drop in traffic. 

· Take note of the countries participating in the Agenda for Freedom, become informed of the liberalization practices they develop and their implementation processes in each of those countries. 
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ANNEX A
Tráfico de pasajeros enero 2009 a nivel mundial

	Jan 2009 vs. Jan 2008
	RPK Growth
	ASK Growth
	PLF
	FTK Growth
	ATK Growth

	Africa
	-2.6%
	-0.6%
	71.1
	-19.8%
	-2.0%

	Asia/Pacific
	-8.4%
	-4.3%
	73.5
	-28.1%
	-8.9%

	Europe
	-5.7%
	-3.6%
	71.3
	-23.0%
	-5.7%

	Latin America
	-1.4%
	0.5%
	74.9
	-17.2%
	-0.1%

	Middle East
	3.1%
	10.8%
	71.9
	-6.1%
	7.3%

	North America
	-6.2%
	-2.6%
	74.3
	-19.3%
	-3.6%

	Industry
	-5.6%
	-2.0%
	72.8
	-23.2%
	-4.9%


Tráfico de carga enero 2009 a nivel mundial

	2008 vs. 2007
	RPK Growth
	ASK Growth
	PLF
	FTK Growth
	ATK Growth

	Africa
	-4.0%
	-4.2%
	70.2
	-2.5%
	-7.4%

	Asia/Pacific
	-1.5%
	1.2%
	73.9
	-6.6%
	-2.5%

	Europe
	1.8%
	3.8%
	76.6
	-2.8%
	2.9%

	Latin America
	10.2%
	9.2%
	74.0
	-13.5%
	5.7%

	Middle East
	7.0%
	8.6%
	74.9
	6.3%
	8.5%

	North America
	2.9%
	4.3%
	79.8
	-1.9%
	3.4%

	Industry
	1.6%
	3.5%
	75.9
	-4.0%
	1.5%
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