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Briefing for Prime Minister 
 
UPDATE ON AUSTRALASIAN AIRLINE ISSUES 
 
Qantas New Zealand Collapse 
 
1. Air New Zealand is working hard to increase the capacity it can offer on domestic 
routes to cover for the Qantas New Zealand collapse. It is currently investigating whether 
it can return to the air some of the BAe 146 aircraft that it had leased to Tasman Pacific. 
 
2. Qantas Australia has just advised the Ministry of Transport that its first aircraft 
will arrive in New Zealand on Tuesday morning, hopefully followed by a second on 
Wednesday. It will operate services between Auckland, Wellington and Christchurch. 
Whether additional capacity can be added will be decided later in the week while the 
company determines whether it can establish a separate domestic operation. 
 
3. Any separate Qantas operation would be under a New Zealand Air Operator 
Certificate (that means it would operate under the safety supervision of the New Zealand 
Civil Aviation Authority). Jet operations could be supported by an expanded Origin 
Pacific service, with Origin Pacific bringing forward a fleet expansion programme 
involving some 30 seaters to within 6 weeks. Origin Pacific, however, has asked the 
Government for assistance in terms of some degree of protection from Air New Zealand 
competition before it will proceed. Integrated schedules are now being compiled. Qantas 
will be talking to airport companies about terminal access. 
 
Possible future foreign shareholding in Air New Zealand 
 
4. We are reporting separately on some of the issues involved in deciding whether 
the Kiwi shareholder should approve an increase in the levels of foreign shareholding in 
Air New Zealand. 
 
5. We understand from Qantas sources that Sir Selwyn Cushing may have recently 
approached Qantas about selling it shares in Air New Zealand. This could involve BIL 
selling its “A” shares in Air New Zealand that are currently held through a trust 
arrangement and arranging for Singapore Airlines to takeover Ansett Australia. 
 
6. We understand that BIL may have tried to sell its “B” shares to Qantas last year, 
to the point of reaching a deal with Qantas. BIL subsequently walked away from that 
option and sold its “B” shares to Singapore Airlines. 
 
7. From a New Zealand perspective having Qantas and Air New Zealand in the same 
alliance would considerably reduce competition, and threaten the growth of non-stop air 
links to New Zealand and hence New Zealand’s tourism industry. It would probably 
involve Air New Zealand leaving the Star Alliance, the world’s largest airline alliance. 
 



8. The Chief Executive of Qantas has already lobbied the Minister of Transport 
urging him not to agree to an increase in the Singapore Airlines stake in Air New 
Zealand. One purpose of an approach by Qantas could be to put pressure on its 
commercial competitors. 
 
9. From an Australian Government perspective its primary objective would seem to 
be to finding a financially stronger shareholder for Ansett Australia that could finance the 
re-equipment of its fleet and grow Ansett International. 
 
10. Should Mr Howard raise this issue we recommend that you note: 
 
- it is open for Qantas to express an interest but you can offer no commitments that a 

Qantas bid, which would raise serious competition concerns, would be favoured 
- the New Zealand Government has made no decisions on what action it will take with 

respect to the foreign investment limits under which Air New Zealand operates 
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