Review of Implementation of Recommendation 4 (Air Freight) 

for More Competitive Air Services

Recommendation 4 : 

APEC Economies progressively remove restrictions in the operations of air freight services while ensuring fair and equitable opportunity for the economies involved.  One means of doing so would be to include, where appropriate provisions for additional flexibility and capacity for air freight services in air services arrangements between APEC economies.

(High / Medium priority)
Hong Kong, China’s (HKC) response to the questionnaire on air freight services issued by Singapore, Indonesia and Japan is set out below:

A.
“Market Access” Aspect

1.
HKC has included provisions dedicated to freighter services in its bilateral arrangements with many APEC Economies.  By not mixing traffic rights (in terms of capacity, routeing etc.) for freighter services with those for passenger services, these dedicated provisions help ensure that the needs of moving cargo by air would not be subordinated to those of passenger transportation.  The traffic rights conferred by these provisions can also be better tailored to meet the specific needs of freighter operations.  In line with its liberal policy for air cargo services, HKC is prepared to enter into consultations with other APEC Economies interested in including provisions dedicated to freighter services in the relevant bilateral arrangements.      

2.
HKC is prepared to pursue very liberal routeing provisions for freighter services in its bilateral arrangements with APEC Economies.  As regards capacity entitlement, open capacity for freighter services between the two sides to an arrangement has been permitted in HKC’s bilateral arrangements with APEC Economies but this is not the norm.  HKC has not granted to other APEC Economies unlimited traffic rights at intermediate/beyond points or any seventh freedom rights for freighter services.  As a standard practice, HKC adopts multiple designation of airlines in its bilateral arrangements with APEC Economies.

B.
“Doing Business Matters” Aspect

3.
HKC provides a business-friendly environment with excellent support for air freight operations.  Freighters operating to and from the Hong Kong International Airport (HKIA) enjoy on a non-discriminatory basis access to a comprehensive range of world class cargo handling and related services provided by competing service providers.  Continued investment will be made to improve the HKC’s physical infrastructure, including the HKIA, to meet demand, taking into account in particular its rapid growth of cargo throughput.  Ongoing efforts are also made to further simplify and expedite the regulatory and customs procedures applicable to air freight so as to facilitate business operations.

4.
Procedures of APEC Economies that should be made business friendly for air freight operations include those relating to “doing business” matters (e.g. ground handling arrangements, currency conversion and remittance of earnings, employment of non-national personnel, sale and marketing and access to computer reservation system) as well as those relating to speedy customs clearance, simple and transparent regulatory requirements, and the timely provision and processing of information in support of smooth trade flow (e.g. the availability of EDI).  Such procedures should not be limited to those under the jurisdiction of aeronautical authorities. 

5.
HKC does not impose restrictions on the ownership or operation by foreign airlines or foreign companies of freight forwarding, ground transport, warehousing or customs brokerage businesses.

6.
The physical infrastructure of HKC, including the HKIA, provides adequate capacity to meet current demand for air freight.  It will continue to be expanded and improved to meet growth in demand in future.  The HKIA, for example, ranked first in terms of international cargo throughput in 1999, and handled nearly 2.2 million tonnes of cargo in the 12 months ending August 2000, recording a year on year growth of 21.7%.  Upon full development in the longer term, it is forecast that the HKIA will be able to handle up to 9 million tonnes of cargo per annum.
7.
HKC does not impose any restriction on the establishment or undertaking of inter-modal operations and businesses enjoy total flexibility to respond to market needs for such services.  In addition, HKC has been taking measures to facilitate the development of inter-modal operations to take full advantage of its strategic role as the gateway of China and the synergy between its world class port and airport.  For instance, the Hong Kong Airport Authority has recently awarded a licence for the development of a marine cargo terminal at the HKIA.  This terminal is expected to open around early 2001, and will facilitate the transfer of air cargo between the HKIA and the Pearl River Delta of China.  Other examples of facilitation measures include the development of dedicated river trade barge berths at Kwai Chung, and the construction of a River Trade Terminal at Tuen Mun.

8.
Inadequacies in “doing business matters” aspect, such as a highly congested airport or an inefficient customs clearance system, can nullify the positive effects of a liberal “market access” regime by making the rights exchanged not usable in practice.  Conversely, a restrictive “market access” regime may render adequacies in “doing business matters” aspect meaningless as the lack of rights stultify the development of air traffic.  
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