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Peter Schiefke

Chair

Standing Committee on Transport, Infrastructure and Communities
House of Commons

TRAN@parl.gc.ca

Dear Colleague:

| am pleased to respond, on behalf of the Government of Canada, to the
recommendations made in the Standing Committee on Transport, Infrastructure and
Communities report entitled State of Airline Competition in Canada.

The Government of Canada welcomes the report and acknowledges the insights and
dedication demonstrated by the members of the Committee and the witnesses who
appeared before it in support of strengthening airline competition in Canada. The
Government supports or acknowledges all eight of the recommendations in the report.

Please find enclosed a copy of the Government Response to the recommendations of
the report.

The Government of Canada appreciates the work of the Standing Committee, its staff,
and the witnesses who contributed their expertise to this important study.

Yours sincerely,

The Honourable Steven MacKinnon, P.C., M.P.
Minister of Transport
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Canada
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Government Response to the Sixth Report of the Standing Committee on Transport, Infrastructure and Communities entitled:
State of Airline Competition in Canada

Committee Recommendation Government Response

Recommendation 1

That the Government of Canada plan to reinvest all rent amounts collected
from airports into airport infrastructure projects, as recommended by the
Standing Committee on Transport, Infrastructure and Communities in its
report, Enhancing the Efficient, Affordable Operation of Canada’s Airports,
published in February 2023.

The Government acknowledges this recommendation.

The Government recognizes the critical importance of airports as
drivers of economic growth, trade diversification, and facilitators of
essential air connectivity, and is taking concrete measures to
support investment in these key transportation assets.

Budget 2025 committed to unlocking the economic potential of
National Airports System airport authorities by negotiating ground
lease extensions to enable more economic development on airport
lands. The Government also committed to examining the ground
lease rent formula to support the long-term economic viability and
competitiveness of Canada’s airports and consider options for the
privatization of airports.

Budget 2025 also provided $5 billion over seven years, starting in
2025-26, to establish the Trade Diversification Corridors Fund. This
fund will invest in port, rail, airport, and digital infrastructure that
enhances the efficiency and capacity of Canada’s trade corridors.
Additionally, Budget 2025 included $1 billion over four years for the
Arctic Infrastructure Fund for investments in major northern
transportation projects with dual civilian-military applications,
including airport infrastructure, seaports, and all-season roads, to
strengthen northern sovereignty, support Indigenous and regional
economic development, and open new trade gateways to global
markets.

The Government acknowledges the important role small and
regional airports play in the broader national air transportation
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system. The Airports Capital Assistance Program (ACAP) is a federal
contribution program, created to support small and regional airport
owners and operators with the costs of specialized safety-related
capital infrastructure investment. ACAP funds safety-related
projects and enhances the overall viability of eligible airports,
ensuring they are able to connect the community they serve and
with the broader Canadian economy. Since inception, ACAP has
funded more than $1.3 billion for 1,281 projects at more than
200 airports. Budget 2025 provided the ACAP with supplemental
funding of $55.2 million over four years, beginning in 2026-27, to
support critical safety-related infrastructure and equipment and
upgrades.

Recommendation 2

That the Government of Canada remove barriers that limit smaller airports
from competing with major hubs.

The Government supports this recommendation.

The Government recognizes the importance of enhancing
competitiveness for smaller airports to strengthen regional
connectivity and economic resilience. Smaller airports connect
communities to domestic and international markets, support trade
and tourism, and ensure access to essential services. However, the
size and population of an airport’s catchment area play a key role in
determining its competitiveness against major hubs. Airports serving|
small and regional population centres often face challenges in
attracting airlines and sustaining frequent flight schedules, as
smaller market demand limits service offerings resulting in less
consumer choice and flexibility. This is why the Government
continues to support small, regional and northern airports through
the Airports Capital Assistance Program (ACAP), which provides
funding to help these airports offset the high cost of safety-related
capital projects and purchase of specialized safety equipment.

Funding is provided on a cost-sharing basis that is tiered based on
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scheduled commercial passenger levels. The ACAP improves small,
regional and northern airport safety, protects critical airport
infrastructure, and helps reduce operating costs; the program,
however, does not fund economic expansion projects. Budget 2025
provided supplemental ACAP funding of $55.2million over four years
to support safety-related airport capital infrastructure and
equipment investments.

Additionally, Budget 2025 provided $5 billion for a Trade
Diversification Corridors Fund and $1 billion for the creation of the
Arctic Infrastructure Fund, which will invest in projects that enhance
Canada’s trade-enabling infrastructure, and support investments in
dual-use civilian-military transportation projects, including airport
infrastructure, respectively.

Moreover, the Canada Infrastructure Bank (CIB) facilitates
investment in airports by providing low-interest loans to support
infrastructure development. CIB investment can support smaller
airports by making capital investment economically viable for
airports with limited revenue streams. The CIB considers projects
based on whether they serve the public interest, both large and
smaller airports are eligible for CIB investment when they have
appropriate projects.

The vast majority of Canada’s Air Transport Agreements (ATAs) are
structured in a manner that facilitates competition between smaller
and larger airports. Canada’s international air policy calls for Canada
to negotiate ATAs that exchange the right for respective airlines to
operate to any point in the other country’s territory. However, how
airlines choose to make use of this market access is something the
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Government cannot control — airlines choose where they want to
operate based on their own commercial considerations.

Recommendation 3

That the Government of Canada monitor the efficacy of recent changes to
the Competition Act and ensure that they have adequately addressed the
needs of the Competition Bureau to respond quickly in cases of anti-
competitive and predatory behaviour in the airline sector.

The Government supports this recommendation.

The series of amendments made to the Competition Act via

three bills in 2022-24, implemented generational change to this key
framework statute. Virtually all aspects of enforcement, from
merger review to anti-competitive conduct and deceptive
marketing, have undergone important changes to bring Canada
more in line with international norms. The changes were preceded
by a substantial increase in the Competition Bureau’s operating
budget in 2021, which has aided the agency in reorganizing and
bringing in new expertise and personnel to oversee a fast-evolving
economy.

The Bureau also recently completed its own market study of the
passenger air sector, for the first time under a statutory authority
introduced by one of the three recent bills.

While a significant period of time will have to pass before being able
to evaluate the longer-term trends flowing from such changes, the
Bureau regularly evaluates its performance and impact through
enforcement statistics, including those published in annual reports.
These reports, alongside evidence collected by Statistics Canada, as
well as ongoing stakeholder engagement and international
comparison, are continually used by the Government to monitor the
impact of any reform.

Recommendation 4

The Government supports this recommendation

On July 9, 2025, the Government launched a review of the existing

regulatory regime in all departments and agencies with regulatory
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That the Government of Canada conduct a comprehensive review of the
regulatory and administrative burden on airlines in Canada, with a view to
streamlining and modernizing the regulatory regime governing airlines.

Government Response
responsibilities to support its commitment to reducing costs for
Canadians and building a stronger economy.

As part of this review, Transport Canada is engaged in modernizing
its regulations across various transportation modes to enhance
safety, efficiency, and competitiveness. This includes streamlining
processes, speeding up the adoption of international standards,
leveraging technology, simplifying approvals for major projects, and
promoting regulatory agility. Transport Canada’s Progress Report on
the Red Tape Review is available online.?

The initial review has identified various action items that fall under
the following categories: increasing flexibility for industry; aligning
regulations with international standards; improving service delivery;
supporting innovation by removing restrictions on new technology;
and removing/repealing outdated regulations.

For the air sector, as part of Bill C-15, Budget Implementation Act,
amendments to the Aeronautics Act have been proposed which
would help address existing gaps in Canada’s legislative framework
to meet Transport Canada’s objectives to improve aviation safety,
security, enforcement, oversight, and data-sharing mechanisms.

Additionally, the following four action items are to be addressed by
Spring 2026: pre-publication of amendments modernizing Canadian
Aviation Regulations (CARs) aircraft registration requirements;
modernizing the CARs related to personnel licensing and training
(already completed); low-impact amendments to further align the
CARs with International Civil Aviation Organization standards

! Transport Canada. (2025). Transport Canada’s Progress Report on the Red Tape Review. Government of Canada. [https://tc.canada.ca/en/corporate-
services/acts-regulations/reducing-red-tape-transportation-sector/transport-canada-progress-report-red-tape-review#toc2-2].
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(already completed); and modernizing the Commercial Air Service
Standard (already completed).

Similarly, five action items have also been identified for completion
after Spring 2026. These include: streamlining airline data
requirements under the Transportation Information Regulations;
updating the CARs and codifying exemptions; removing outdated
airport zoning regulations; improving the coordination between
Transport Canada and the Canada Border Services Agency; and
reviewing the process for approving transportation mergers and
acquisitions to remove unnecessary duplication. Transport Canada
continues to study which regulations can be modernized and
streamlined to ensure a more effective air transportation sector.

Recommendation 5

That, in its comprehensive review of the regulatory and administrative

reduce the burdens and costs on northern airports in particular.

burden on the aviation sector, the Government of Canada consider ways to

The Government supports this recommendation.

The Government recognizes the importance of northern airports for
critical connectivity, economic development, and essential air
services in remote communities, and is taking action to reduce costs
associated with their operations. Budget 2025 committed S1 billion
over four years through the Arctic Infrastructure Fund for
investments in major northern transportation projects with dual
civilian and military applications, including airports. The Arctic
Infrastructure Fund will strengthen northern sovereignty, support
Indigenous and northern economic development, and open new
trade gateways to global markets. In addition, Budget 2025 provided
supplemental funding of $55.2 million over four years, beginning in
2026-27, to the Airports Capital Assistance Program to support
small, regional, and northern airport’s safety-related capital
infrastructure and equipment investment.
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Further, in July 2025 the Government launched a 60-day red tape
review across all federal departments and agencies with regulatory
responsibilities to support the Government’s mandate commitment
of reducing costs for Canadians and building a stronger economy.
This work is ongoing following the initial 60-day review, as
departments implement their red tape reduction commitments.

Transport Canada’s Progress Report on the Red Tape Review (2025)
identified 34 action items across all modes of transport (air, marine,
rail and road), coupled with industry stakeholder input to ensure
these measures are practical, responsive, and effective. In the
review, the Department identified the removal of outdated Airport
Zoning Regulations for airports that are no longer in use or where
the site is no longer certified. Removing these regulations will give
planning authorities greater flexibility in land use planning.

The review also identified irritants associated with the Canadian
Aviation Regulations (CARs) related to unnecessary burden, lack of
clarity, or outdated provisions. Transport Canada is reviewing the
CARs to reduce regulatory burden, update outdated or unclear rules
and codify exemptions.

Transport Canada is also working with the Canada Border Services
Agency (CBSA) to identify overlapping regulatory requirements and
reduce duplication by modernizing data exchanges between
Transport Canada’s Pre-load Air Cargo Targeting (PACT) system and
CBSA’s e-Manifest program. This will improve interoperability,
reduce administrative burden, and enhance supply chain efficiency.

Work is underway to reduce red tape and streamline regulations —
to make it easier for businesses to invest, lower operating costs, and
grow.
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Recommendation 6

That the Government of Canada review all taxes and fees that impact the
aviation sector and the costs passed on to passengers and compare to other
jurisdictions.

The Government supports this recommendation.

The Government recognizes the value of a review of the aviation
sector’s taxes and fees. Transport Canada will be launching a review
this year as part of ongoing efforts to strengthen Canada’s national
air transportation system.

The cost of air travel in Canada is influenced by several factors, one
of which being the “user-pay” model in place. The overarching
principle of this model is that the costs of the system are borne by
the users and not by taxpayers. This approach, and the degree of
reliance on user-pay to cover various costs, can vary across
jurisdictions and between different modes of transportation.

Many Canadians face concerns about affordability, including as it
relates to the cost of air travel. These pressures can be particularly
pronounced in smaller, and northern communities, where air
transportation options are often limited. A review of the taxes and
fees specific to the sector will help better inform how these
components impact the overall cost of passenger air travel.

Recommendation 7

That the Government of Canada develop a whole-of-system strategy to
improve competition among Canada’s airlines, particularly at the domestic
level.

The Government supports this recommendation.

Transport Canada considers the issue of competition in all of its
work, including merger/acquisition reviews, air transport
agreements, and regulation changes. These reviews often involve
provincial/territorial governments, other government departments
and agencies, such as Innovation, Science and Economic
Development Canada and the Competition Bureau, and industry
stakeholders.

Canada presents a unique domestic air sector market in terms of
competition, due to its vast geographic area, and relatively low
population density — with the majority of the population living in the
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southern part of the country. Within this context, Canadians are
served by a number of carriers, including Air Canada, WestJet,
Porter Airlines and Flair Airlines, which offer a range of domestic
and international services; complemented by a number of smaller
air carriers that operate regional services.

Moving forward, Transport Canada and other government
departments and agencies, are working to develop a whole-of-
system strategy to improve domestic competition. For example,
Transport Canada is reviewing whether government investments
can be leveraged to promote competition, which may require
collaboration from territorial and provincial counterparts and
airport authorities who own land and facilities.

Transport Canada is also examining ways to:

1) improve the passenger experience;

2) strengthen aviation competition and connectivity; and
3) increase airport capital infrastructure investment.

Issues such as increasing foreign ownership limits of Canadian
airlines, increasing interline agreements, and reducing fees and
regulations to allow for more entrants are all currently being
analyzed by Transport Canada in coordination with other
stakeholders.

In June 2024, the Minister of Industry directed the Competition
Bureau to conduct a market study on the state of competition in
Canada’s air sector. In June 2025, the Competition Bureau released
its report Cleared for take-off: Elevating airline competition.

Transport Canada is reviewing the recommendations and has been

in communication with the Competition Bureau to better
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understand their methodology, and to discuss implications of their
core recommendations.

Finally, under Budget 2025, several measures related to the air
sector were identified. Investment in regional airports to build
infrastructure and bring down travel costs; investment in northern
transportation projects; improving preclearance at Canada’s
airports; ending the luxury tax on aircraft; and amending relevant
legislation to strengthen Canada’s aviation safety and security
regime, are all linked to the overarching goal of competition in the
Qir sector.

Recommendation 8

That Transport Canada improve the publication of airport industry and
performance data so that consumers and businesses can make informed
decisions.

The Government supports this recommendation.

In 2019, the Government provided authorities to Transport Canada
via the Transportation Modernization Act to collect and share
airlines performance data in Canada. The Government also made
commitments through the Budget Implementation Act of 2023 to
enhance data sharing between the entities involved in
transportation supply chains to enhance visibility and support
evidence-based decision making.

Transport Canada has been working with the industry to improve
data sharing between air service providers and enable better
decision-making for an improved passenger experience (minimize
impacts of disruptions, improve operational efficiency). The Data
\Working Group, representing a cross-section of various players in
the air ecosystem, has seen strong, positive engagement amongst
participants, and a pilot project is well underway to assess and
operationalize such benefits.




