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China’s Approach for Its International
Air Cargo Transport Liberalization



A % /Contents

S —HR v [ [ B = 62 42 1Y &k Fe SR
Part I: Overview of China’ s International Air Cargo
Transport Development

55 ER 4 v [ B B 2 3 O\ RIS RAE AR
Part II: Legal Framework for China’ s International
Air Cargo Market Access

o =R 43 A e b B B i a3 1 s W BUR %
Part III: Policy Reflections on China’ s International
Air Cargo Development

AR FE B =]




o — b v I B A 623 1 K Bk

Part I: Overview of China’ s International Air
Cargo Transport Development
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2013 a5/ Traffic Figures

iz i R e ] s Ay o e B

Total Traffic Turnover International Traffic Turnover

67.172 billion ton kilometers  21.068 billion ton kilometers

B’k g [ cargo traffic [ o b 3 i B
International Cargo Traffic
1.545 million tons

5.61 million tons
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As of the IATA 2014 Summer season, 111 foreign airlines
operate a total of 2705 scheduled passenger/all-cargo flights
per week from 104 cities in 55 countries and regions to 46
cities in China. 436 weekly flights are all-cargo services.
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At the same time,19 Chinese airlines are designated to
operate a total of 2854 scheduled passenger/all-cargo flights
per week from 47 Chinese cities to120 cities in 49 countries
and regions.337 weekly flights are all-cargo services.
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Weekly flights of All-Cargo

Region Chinese Foreign Sum South America :ggiil
Asia 98 431 529 Africa
European 123 115 235 Oceania B
North America 124 137 261
Oceania 0 22 22 North America
Africa 0 0 0 European
South America 0 0 0 Asia
Sum 337 436 773
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According to the statistics in IATA 2014 Summer season, Asian
market is the biggest one for China, and North American market
ranks second, which is followed by European and Oceania markets.
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Part II: A More Liberalized Approach for China’ s
International Air Cargo Market Access
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So far, China has signed or initialed Air Service Agreement
with 115 countries/regions.
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As of the IATA 2014 Summer season, Chinese and foreign
airlines have executed 69 Air Service Agreements.
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86 ASAs with multiple airlines designation

® 274 SRk RO R gk =%
27 ASAs with open route schedule

® 214t bgiE =Pk 55 BUA R

21 ASAs have introduced unlimited capacity entitlements for 3rd
and 4th freedom traffic rights for all cargo services

® 8T B 5 Ll 55 A

8 ASAs have liberalized 5th freedom traffic rights for all cargo
services

¢ hEPE RRLIRIBNAL, 471858 LS5
ASA with U.S. has liberalized the 7th freedom traffic right
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Now up to 55 Chinese airports are open to international and

regional air services. Among them 25 are capable of
accommodating B747 aircraft or aircraft of equivalent

category.
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In terms of market access, CAAC undertakes to gradually
liberalize the 3rd, 4™ and 5™ freedom traffic rights for cargo
transgortation. In certain individual bilateral arrangements
the 7 freedom traffic right has also been introduced for
cargo hub operation.
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In terms of tariff regulation, China takes an open and flexible
attitude, and may adopt the principle of “country of origin

“or “double disapproval” at the request of bilateral
partners.
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With regard to doing-business-rights of foreign airlines, China
follows the international practice and is prepared to provide
conveniences in terms of setting up representative offices,

employing third country personnel, converting and remitting
revenues,etc.
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Part III Policy Reflections on China’ s
International Air Cargo Development



Policy Summery

20034EpPIHE/Since 2003
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CAAC announced at the 5™ ICAO Air Transport Conference in
2003 that China was to pursue international air transport
liberalization in an “active, progressive, orderly and secured
manner” , which marked CAAC’ s major adjustment of its
international air transport policy.
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CAAC’ s international air transport policy adjustment is
characterized by eight guidelines:
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CAAC shall actively follow the international trend of air
transport liberalization.

@ Ml G FEIS BRIP AN A BR, ZHFEZAIMT A 52 % 8 H bi
CAAC’ s international air transport policy is to support
China’ s overall foreign policy and is meant to promote the

nation’ s open up initiative as well as its economic and social
development goals
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CAAC’ s international air transport policy shall take into
account national interest, interest of the general public and
interest of the airline industry at the same time.
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CAAC’ s international air transport policy shall be demded
to meet the ever increasing need of trade and tourism both in
national and regional levels.

* FREREABEPEWE KIEFFPEAIMEZRR, Eh AN E
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CAAC’ s policy design should pay special attention to helping
develop international air links in China’ s west, northeast
and central parts, so as to facilitate China’ s international
air connectivity in all directions.
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CAAC’ s international air transport policy should facilitate
China’ s air hub construction.

* AW BT IR L ) FNTEST)
Such policy should be helpful to enhance international
competitiveness of China’ s airline industry.
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Such policy aims to achieve a win-win situation, and shall

not take Chinese airlines’ market interest as the sole
consideration.
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Challenges in China’ sInt’ | Air Transport
Development
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Chinese airline industry is faced with threefold difficulties
and challenges in the international air cargo transport
development.
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There is an outstanding imbalance between China’ s
domestic air transportation and international air
transportation, with the latter lagging far behind the former
in terms of capacity input and network development.
Deregulation of domestic air services has not been finalized.
Supporting policies to facilitate China’ s international air
transport development are not fully in place yet.
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Infrastructure constraints become important impediments to
the rapid growth of both domestic air transportation and
international air services. In 2013, 24 Chinese airports have
handled more than 10 million passengers each. Nearly 21
Chinese airports have become saturated in terms of capacity
and landing slots. PEK, PVG and CAN are most severely
affected.
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Unfavorable policy environment of bilateral partners or third
party countries may pose challenges to China’ s
international air transport growth. For example, such
unilateral measures as the ETS, visa restrictions by certain
bilateral partners or third countries, may pose important
barriers affecting continued growth of international air
services.
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Owing to various difficulties and challenges from both within China

and out of China, CAAC is left with not many policy options but to
continue to uphold the existing policy to pursue international air
transport liberalization in an active, gradual, orderly and secured
manner with priority to international air cargo market access.
CAAC’ s international air transport policy is tasked with the clear
goal to meet the growing demand of the travelling and shipping
public. and to support national and regional economic development.
It is also important for the CAAC to ensure sound and sustainable
development of China’ s airline industry by promoting liberalization
in accordance with the market demand as well as the resources and
capacity available.
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