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Summary
This video segment discusses the arrival of low cost domestic and international carrier Tiger Airlines. The existing carriers in the Australian airline market are being buffeted by the deregulation changes, with passengers set to be the winners in the short term.  The two new carriers entering the market are Tiger Airlines, backed by Singapore Airlines, and Irish low cost carrier Ryan Air. 

Transcript

Kerry O'Brien: It's eleven years since Virgin Blue Airlines started domestic services in Australia with just two aircraft, undercutting Qantas on ticket prices, growing rapidly, forcing the national carrier to create it's Jetstar arm to match the new rival's cheaper fares, and to try to inhibit it's growth. 

The Virgin fleet today numbers more than 50 with around 25 more aircraft on order. 

Now with considerable backing and experience, the even lower cost Tiger Airlines is set to make its debut on the Australian travel market and the implications are sure to impact at least as strongly.

As Greg Hoy reports, the established airlines and the outlook for air travel in Australia are being buffeted by the growing winds of deregulation, with passengers set to be the big winners, in the short-term at least. 

Tony Davis, Chief Executive, Tiger: I think airlines generally got a little bit carried away with the romance and glamour of an industry. At the end of the day I believe what Australians really want is a good efficient transportation mechanism that gets them around the country.

Greg Hoy: Fasten seatbelts for the biggest shake up the Australian domestic airline industry has seen. In what looms as an historic battle, the big carriers long pockets. Airline travellers are set to reap a bargain bonanza as the low cost Irish Ryan Air and Singapore Airlines backed Tiger Airlines, prepares for take-off in the Australian market this summer offering prices that are sending shock-waves through the industry.

Tony Davis: The airfares here in Australia have been higher than other parts of the world, partly because there has been limited competition, the Australian market is effectively a duopoly between the Qantas group and Virgin.

Greg Hoy: Enter the age of competition between no frills buses with wings. Many argue it's long overdue.

Starting out with five new A 320 aircraft based in Melbourne, Tiger has options on delivery of 70 new aircraft already offering bookings on flights to Perth for $60, Darwin for $80, both connecting with Asian flights, Tasmania for $50, while the Tiger is licking its chops at the meaty Sydney-Melbourne corridor, the fourth busiest airline route and one of the most lucrative in the world.

Reverberations have trigger add a spate of new initiatives from Australia's current airlines Virgin Blue and the Qantas JetStar duet.

Alan Joyce, Chief Executive, JetStar: Consumers will be the big winner because airfares are certainly becoming more aggressive. We take every competition seriously. We think that they're certainly aiming their product and the position about JetStar on Virgin.

Greg Hoy: With a lilting Irish accent, JetStar CEO Alan Joyce removed the gloves at the recent Asia Pacific summit by affirming he would double the difference if anyone can find a cheaper fare anywhere to JetStar's.

Alan Joyce: We're the only airline that has issued single dollar airfares all-inclusive in this market.

Tony Davis: I think people are generally sick and tired of those kind of promotions. They want to know that the fare that is being offered is genuinely lower than it has been and I think that's what we're trying to do.

Greg Hoy: The locals say their new rivals may be less Tiger than Trojan horse for an Asian invasion.

Alan Joyce: We do see a very much strategic intent from Singapore Airlines and Tiger is run by the Singapore Government essentially, it is an organisation that hasn't made any money. It's entry into the Australian market, given its core operations, are not making money, could only be seen as a strategic effort for expanding in this market.

Greg Hoy: But conversely in a partnership marrying Qantas and the Singapore Government, JetStar Asia is rapidly expanding into the booming Asia Pacific market. Meanwhile the Federal Department of Transport has assured the 7.30 Report that any new airline into Australia must now meet stringent finance, safety and security standards.

Tony Davis: We are coming into the Australian market as a mature company, a company that has an existing operation, has been flying to Australia for 18 months now internationally and has very good management and shareholder base. We're not here for a short-term visit.

Greg Hoy: In the boom and bust cycle of the airline industry, the Australian incumbents have recently enjoyed a purple patch in profitability. With a booming global economy driving packed planes and a shortage of new aircraft. But there are now orders and options beginning to roll in for some 288 large new aircraft for the Australian market.

Question is do we have enough bottoms to fill so many seats. The hope is that a price war will grow the market, that more people than ever will take to the skies. That's the theory of those in high places pushing for an end to protection of both our domestic and international carriers.

Michael Taylor, Dept Transport & Regional Services: My personal view is competition is to be embraced, not feared. It is really critical also from our point of view that we do continue to grow the capacity of the Australian aviation industry. We think it is fundamental to the economic well being of Australia but we want to grow it in that competitive environment.

Greg Hoy: So Qantas has been busily brightening up its image with 60 per cent of its business in the domestic market of which it controls 65 per cent, Qantas for its part continues to pitch for parochial pride in a pensive movement with Jetstar. While one slugs it out with the Tiger down market, the other is honing its battle at the front end of the aircraft.

Qantas Spokesman: We have 20 of these wonderful 5380s on order, the very first one arriving in August next year.

Greg Hoy: Virgin Blue is running similar interference, a rear guard action on cheap fares while challenging Qantas's business market and winning access to its highly profitable and protected US route.

Stefan Pichler, Chief Commercial Officer, Virgin Blue: We try to get the customers we have in Australia to fly transpacific with us. So that's the kind of leverage you create and there will be others.

At Qantas our commitment to being Australia's airline is stronger than ever.

Greg Hoy: This all compounds a big headache for Qantas. Its image already tarnished by the board's embrace of the failed private equity takeover, which cost Qantas chairman Margaret Jackson her job.

As the search continues for her replacement and with just two years remaining before the retirement of chief executive Geoff Dixon, Qantas must now attempt to return billions in capital to shareholders as it would have for private equity and consider separating to grow its frequent flyer, freight and aircraft leasing divisions all as competition increases for its customers, spawning a barrage of new advertisements.

(excerpt from a Qantas television advertisement)

Qantas Worker: That's why we've got air bus building us 20 of these.

(end of excerpt)

Greg Hoy: Soothing concerns over cost cutting, inflamed by the recent discovery electrical wiring in a 747 had been stapled and the claim by consumer group Choice, that its surveys suggested Qantas' relationship with customers had soured during the days of duopoly.

Gordon Renouf, Choice Magazine: Consumers are telling us Qantas is not meeting their expectation and we can only speculate on why that may be. Perhaps it's cost cutting.

Greg Hoy: General manager John Borghetti leapt to Qantas's defence with other surveys suggesting Qantas retains its iconic standing in the market. But rest assured, with the prospect of new predators stalking its customers and the drums beating louder for less protection for our national carrier, customer surveys and prices from here on in will be of paramount importance.

Kerry O'brien: No one ever said the airline industry was stable. That report from Greg Hoy.

