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Implementation of the Eight Recommendations

Conforming to the trend of liberalization in international air transport and the Bogor Goals of free and open trade and investment in the Asia Pacific, China has made progress in liberalizing air services.  As of August 1, 2002, the new regulation on foreign investment in civil aviation (including airlines ownership) has become effective.  According to the new regulation, the percentage of share capital can be reached at 49% in the project of public air transport enterprises, general aviation carriers engaged in public air transportation, aircraft maintenance and air fuel.  Foreign investment in China’s civil airport could be more than 49% provided that the airport’s Chinese partner holds relatively majority shares.  As for the amount of foreign investment in cargo warehousing, ground handling, flight catering and car parking, it is subject to negotiation between the project’s Chinese partner and its foreign counterpart.  In addition, foreigners can be presidents of the above-mentioned joint ventures.

Other liberalizing measures have been adopted, such as the principle of country of origin tariff on a reciprocal basis (Recommendation 2); equal treatment between national airlines and foreign airlines in currency conversion and remittance of earnings, employment of non-national personnel, aircraft repair and maintenance services; payment of local expenses and immigration and customs procedures (Recommendation 3).  Wet leasing aircraft is allowed in the air service agreements between China and other APEC economies on a reciprocal basis.

Cargo services can enjoy more 5th freedom rights at intermediate points and beyond points, unrestricted designations and routes on a case-by-case and reciprocal basis, therefore, airlines can have more flexibility in the cargo operation (Recommendation 4).

With respect to Recommendation 5 and 6, multiple airline designation has been adopted in air services agreements between China and other APEC members.  Meanwhile, measures have been taken to maximize charter services access and to simplify charter application procedure.

Furthermore, bilateral code-share, third party code-share, and domestic sector code-share arrangement are encouraged and allowed between national carriers and foreign carriers on a reciprocal and case-by-case basis (Recommendation 7).

In regard to Recommendation 8, the Chinese government has speeded up pace to liberalize market access to international passenger services. There is no restriction on aircraft type and designations in bilateral air services agreements on a reciprocal basis, and meanwhile more open policy for secondary gateways is adopted. This July we opened the 3rd, 4th and 5th freedom market access both in passenger services and cargo services in Hainan province, which is a pilot step in liberalizing Chinese civil aviation industry.

Active and Progress Liberalization in the Field of International Air Transport in China

Since 1980’s, there has been a gradual liberalization in the field of international air transport.  Foreign companies were allowed to establish joint ventures to conduct airline business such as aircraft maintenance.  Regulations have been relaxed on ownership and control, the number of designated airlines, route schedule, traffic rights and other aspects.  All these have helped in developing China’s international air transport.  We have turned the former emphasis on Chinese air carriers to a comprehensive consideration of national interests, public interests and airlines’ interests.

We have also recognized that only by taking the market-oriented approach could the Chinese aviation enterprises sustain long-term development.  The opening up of traffic rights for Hainan Province will lead to China’s further liberalization in air transport.

The Testing Program of 3rd, 4th and 5th Freedom Market Access in Hainan Province

On July 1, 2003, the Civil Aviation Administration of China (CAAC) and Hainan provincial government have jointly adopted the decision of granting Hainan the 3rd, 4th and 5th traffic rights to national and foreign airlines, so as to support the Hainan’s economic and tourism development.

Hainan province is the largest special economic zone in China. After more than 14 years construction and development, Hainan province’s GDP has reached 62 billion yuan and the total value of exports and imports has amounted to 1.8 billion US dollars in 2002. Compared with statistics in 1980, it has been increased by 31 times. Hainan bears the feature of island economy, which depends on outside resources a lot. The major industries in Hainan Island are tropical agriculture, tourism and exhibition industry. Therefore a comprehensive and efficient transportation system will surely play a significant role in economic development of Hainan. In order to meet the demand, Hainan province has constructed Haikou Meilan International Airport and Sanyan Phoenix International Airport. In 2002 the two airports received more than 7 million passengers. However the air transport system is still not sufficient to support the economic development. At present, there are only two regional routes from Hainan to Hong Kong and Macao and one international route to Seoul.  Every week there are altogether 31 international and regional flights.  The airfreight is especially underdeveloped.  In 2002, the total volume of cargo traffic turnover is 24.1 billion ton kilometers in Hainan province; however only 0.5% of which is provided by air transportation, namely 122 million ton kilometers.  Therefore we launched the pilot project of opening the 3rd, 4th and 5th traffic rights to national and foreign airlines in Hainan.  Traffic rights could either be granted on reciprocal basis or unilaterally for air services to, from and via Hainan.

Tourism in Hainan is in great need of support from international air transport.  Hainan is famous for its rich tourist resources.  It has 241 scenic spots, of which 123 have been open to the public and 83 have been distributed along coastal line.  Hainan Island boasts for its beautiful undersea scenery and tropical landscape.  Especially the scenery of some southern coastal areas centering around Sanya city could be compared to Hawaii.

However Hainan has not developed a systematic way of exploiting tourist resources, especially in the international tourists’ inbound travel.  In 2002, 12 million people visited Hainan, but just 3 percent, or 389,400, came from outside China.  By comparison, about 2.7 million foreign tourists visited Phuket in Thailand and nearly 1.3 million foreign travelers visited Bali in Indonesia in 201.  Hainan province has favorable visa policies allowing foreign visitors to get their visa upon their arrival.  However, very limited and indirect international air services hinder the tourism in Hainan.

With the implementation of the pilot project, we hope more scheduled airlines and charter operators to take advantage from this opportunity.  And the increasing flow of passengers and cargos in and out of the island will in turn boost the aviation industry as well as the economy in Hainan.

PAGE  
2

