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EU NETWORK AIRLINES: A VITAL
PILLAR OF EUROPE’S SOCIETY

AND STRATEGIC AUTONOMY

EU network airlines play a vital role in Europe’s
society. They unite people, cultures, and economies,
whilst serving as a catalyst for economic growth and
prosperity through the promotion of trade and tourism.
EU network airlines, with their hubs in the European
Union, serve Europe’s strategic interests by ensuring
intra-European and global connectivity both for people
and goods.

Their hub-and-spoke model enables a large network
of connections, ensuring that even the most remote
European cities and regions can be fully connected to a
multitude of destinations across Europe and the world.
This vital function is confirmed by a recent IATA study,
which shows that 79% of European itineraries are flown
by network airlines only (compared to 15% that was
served by low-cost carriers (LCCs) only)'. In addition to
supporting over 200,000 direct and millions of indirect
jobs, EU network airlines also offer important air cargo
capacity through dedicated freighters and/or belly
capacity in normal passenger aircraft, both generally
absent from LCCs.

1 iata.org/en/iata-repository/publications/economic-reports/one-
size-does-not-fit-all---airline-business-models/
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THE FLIGHTPATH TO

SAFEGUARD AND PROMOTE

THE COMPETITIVENESS OF EU
NETWORK AIRLINES

While the societal and economic value of EU network
airlines is undeniable, their interests and particularities
have been overlooked by decision-makers in recent
years, despite the European Commission’s objective
to shape a comprehensive strategy for the whole EU
aviation ecosytem to place the EU as a leading player
in international aviation, while guaranteeing a level
playing field, as mentioned in its 2015 Aviation Strategy
for Europe. As a matter of fact, the competitiveness of
EU network airlines is severely under pressure. It is now
high time for decision-makers to correct this.

ENAA members not only stand in fierce competition
with low-cost carriers but also with non-EU carriers,
which are often state-owned and subsidised, or
benefit from competitive advantages due to state
intervention, absence of competition authorities, or
a far more business-favourable regulatory framework
or more incentivising regulatory approaches. While
the EU’s regulatory framework should safeguard and
promote the competitiveness of European industries,
the opposite is currently true. The EU has created an
asymmetrical regulatory framework that burdens EU
airlines with unilateral cost increases compared to
their non-EU competitors. The result is a distorted
level playing field to the detriment of EU carriers.
Moreover, the competitiveness of EU network airlines
is also under pressure due to the emergence of new
business models within the EU Single Market that often
make use of loopholes to circumvent applicable labour
and social law. This has to be corrected.

Therefore, the European Network Airlines Association is
calling for an update of the EU’s aviation strategy and
for the following urgent actions to be taken during the
next mandate of the European Commission.
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Create an EU regulatory
framework that safeguards and
promotes global competitiveness

Aviation is a global industry and EU network airlines
operate globally. In order to promote the global
competitiveness of EU network airlines, EU decision-
makers therefore need to consider the global context in
which EU network airlines operate when regulating this
sector. This requires that the following core principles
need to be respected:

e Improve the competition-neutrality of the
EU regulatory framework affecting aviation.
This will put EU network airlines on equal
footing with their non-EU competitors, ease
the one-sided costs imposed on EU network
airlines and not immediately put them at a
competitive disadvantage vis-a-vis non-EU
competition through decisions by the EU’s own
policymakers.

e Align EU legislation affecting aviation with
global standards and refrain from revising
existing legislation that is still fit for purpose.
Deviating from global standards in EU legislation
unnecessarily harms the competitiveness of EU
network airlines and should be avoided. This
equally applies to the revision of legislation
that is still fit for purpose, such as Regulation
(EC) 1008/2008 and the EU’s current ownership
and control regime.

e Facilitate EU airline consolidation to ensure
that EU network airlines can keep up with
global competition from the Middle East, Asia
and the US. In order for the European Union
not to become dependent on non-EU airlines
for its connectivity, the EU must ensure that
its regulatory framework allows EU airlines to
create the necessary economies of scale to
compete with global competitors.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52015DC0598
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52015DC0598
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Competitiveness and
sustainability must go hand in
hand

While EU network carriers are fully committed to
operate CO,-neutrally by 2050, they remain critical
about the policy design of the European Green Deal’s
measures that lead to a distortion of competition
between EU and non-EU airlines and lead to carbon
leakage.

These measures, particularly ReFuelEU Aviation, make
traffic via EU hubs significantly more expensive than
via non-EU hubs, such as Istanbul, Doha or Dubai.
With the resulting traffic shifts they also undermine
the environmental benefits that this EU legislation is
supposed to bring.

Therefore, in order to ensure that the reduction of the
environmental footprint of the sector and promoting
EU network airlines’ competitiveness go hand-in-hand,
ENAA calls on the EU to:

e Put in place competition-neutral corrective
measures that avoid distortion of competition
and carbon leakage. Without reducing the
EU’s emission reduction targets, EU climate
legislation affecting aviation must ensure the
comparable treatment of EU carriers and their
non-EU counterparts. This can for example be
ensured through correcting ReFuelEU Aviation
during its review process and/or the application
of the Carbon Border Adjustment Mechanism to
aviation.

e Avoid the introduction of measures that
unnecessarily harm the competitiveness
of EU network airlines without delivering
environmental benefits. Current EU climate
legislation will incentivise European passengers
to travel via hubs outside the EU, because it
will allow non-EU airlines to offer flights at
significantly lower prices than EU network
airlines. This cannot be the aim of EU policy.
Therefore, further distortive measures, such
as the geographical scope expansion of the
EU Emissions Trading System (ETS) to extra-
EU flights and a kerosene tax, as part of the
revision of the Energy Taxation Directive (ETD),
must be avoided.

e Introduce a substantial EU industrial
strategy that boosts the aviation industry’s
decarbonisation efforts. While the EU’s Net-
Zero Industry Act (NZIA) is a first good step that
sets the right incentives, it is not sufficient
to close the price gap between Sustainable
Aviation Fuels (SAF) and kerosene. A strong
industrial strategy is needed to boost the
production and uptake of SAF in the EU. The
EU cannot primarily depend on production in
the US.
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An EU external aviation policy
that truly serves the interests of
EU airlines

The EU’s external aviation policy could be a key
instrument to safeguard the competitiveness of
EU network airlines. Unfortunately, its potential is
currently not fully exploited. In fact, in recent years, it
has put unnecessary pressure on EU network airlines by
providing non-EU competitors unrestricted EU market
access without reciprocating similar commercial
opportunities for the EU industry, such as with the
EU - Qatar Comprehensive Air Transport Agreement.
Simultaneously, non-EU airlines do not need to comply
with the same level of regulatory obligations when
serving the EU. ENAA therefore calls on policymakers to
urgently ensure that the EU’s external aviation policy
promotes EU interests. Concretely, it must:

e Improve existing and future air transport
agreements between the EU and its Member
States on the one hand and third countries
on the other hand through integrating strong,
binding and enforceable provisions on
environmental and social issues as well as fair
competition. This would ensure competition
on equal terms between EU and non-EU
airlines. Moreover, making compliance with
these provisions a condition for market access
would be consistent with other instruments
of EU external action, most notably the EU’s
trade policy.

¢ Evaluate the overall impact and application
of the EU’s external aviation policy, and its
Comprehensive Air Transport Agreements
(CATAs) in particular. This must become a
pre-condition before the European Commission
should request any mandates for new CATAs.
It will simultaneously help to ensure that an
updated EU aviation policy is aligned with EU
interests and priorities. Any new template
agreement or new negotiating mandate
should incorporate the above-mentioned
points. Member States must also follow these
recommendations for their own Air Services
Agreements with third countries.

e Use the EU’s toolbox to fight unfair
competition in case of non-compliance.
The EU has developed a broad toolbox to
address unfair competition, ranging from
fair competition clauses in the recent
comprehensive air transport agreements,
Regulation (EU) 2019/712 on safeguarding
competition in air transport and Regulation
(EU) 2022/2560 on foreign subsidies distorting
the internal market. The EU should strictly
enforce these provisions and act in case of
non-compliance. Only strict enforcement will
ensure fair competition.
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Safeguard a socially sustainable
aviation industry

The free movement of people, workers, goods,
services and capital are fundamental rights of the
EU. The legal framework ensuring these freedoms
has, to a large extent, been harmonised. However,
significant differences between the legal systems of EU
Member States remain. Some EU airlines capitalise on
these differences in social standards, practice social
engineering and thereby substantially lower their
labour costs.

This not only negatively affects workers in the aviation
sector but also the competitive strength of EU network
airlines. To realise a socially sustainable industry, the
European aviation market needs an improved regulatory
framework for social standards that applies to all.

The European Network Airlines Association calls on the
European Commission and the Member States to work
together to create a just labour market and social level
playing field in the EU:

e Revise the pertinent regulation on social
security coordination (Regulation (EC)
No 883/2004) and its amendment under
Regulation (EU) No 465/2012 to prevent a
fictitious home base of air crews and bogus
posting of workers. Certain European airlines
use crews with a fictious home base in a
Member State with lower social charges away
from his or her actual domicile in another
Member State. Also, the abusive issuance of
social security certificates by certain national
authorities became a widespread practice.
Trade unions, complying airlines and even some
Member States are of the opinion that under
the current legal framework, it is difficult
for Member States to apply and enforce the
relevant labour and social provisions. The
relevant EU legislation must therefore urgently
be revised to tackle these unfair practices.

e Address bogus self-employment for pilots and
cabin crew through the revision of above-
mentioned regulation. Currently, there are
EU airlines that employ their crew through
agencies requiring crew members to establish
a company as their employer, which spares the
airline having to directly employ these crew
members and having to give them the social
rights, which they would be entitled to as an
employee.

o Settle the equally concerning practice of
“pay-to-fly” through the revision of the
Directive on transparent and predictable
working conditions in the European Union.
Certain airlines charge pilots for their training
and for accumulating flight hours in order to
retain their pilot licences. This socially unjust
practice should be addressed.
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Extend the scope of European Labour
Authority (ELA) to aviation. The European
Labour Authority (ELA) has already made
efforts in the past year to consider aviation as a
separate workstream within its workplan. ENAA
is convinced that ELA could play a prominent
role in facilitating cross-border inspections and
coordination among Member States in order to
put an end to practices that are socially unjust
and distort the intra-EU level playing field.
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