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waﬂt% Critical Point

for General Aviation Development

Gao Yuanyang

Director, General Aviation Industry Research Center, Beihang University

he first critical point for the

development of general aviation
industry in China was 2010. In
August, 2010, the Opinions on
Deepening the Reform of Low
Altitude Airspace Management,
issued by the State Council and
the Central Military Commission,
released a signal of policies to open
low altitude airspace and to promote
the development of general aviation,
which stimulated the enthusiasm of
all parties for participation.

Over the last five years, while
the opening of low altitude airspace
has been progressing, and relevant
state departments have offered
certain supportive policies, the
prosperity expected by all did not
come yet. The principal underlying
reason is that a number of critical
problems constraining general
aviation development were not
solved resulting in difficulties in
take-offs and landings, and making
it even more difficult in realizing
point-to-point and cross-regional
normal flights. Consequently,
general aviation did not bring forth
social and economic benefits that it
should be.

On the other hand, the tough
process has made us keener and
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more rational, and enabled a better
understanding of China’s present
conditions and the historical process
which China’s general aviation
is destined to undergo. It was
recognized that opening of low
altitude airspace is not a simple
directive but a system dependent
on certain conditions. Shortage
of airports and talents, ineffective
mechanism and inappropriate
regulations are also key factors
hindering the development of
general aviation industry.

2016 is another critical point
for general aviation development.
On May 13, 2016, the General
Office of the State Council issued
the Guiding Opinions on Promoting
Development of General Aviation
Industry, which is undoubtedly good
news aspired by the industry.

The issuance of the Guiding
Opinions is of realistic and far-reaching
significance at this critical period
for general aviation development, the
importance and influence of which
is no less than that of Opinions in
2010. First, it reconfirms, from the
national level, the policy direction to
support general aviation development,
which helps to reassure industry
players and enhance their confidence

in industry development. Second,
making cross-sector coordination
and addressing institutional problems
constraining industry development
at national level would contribute
the solution of bottleneck problems
facing the development of general
aviation industry. Third, it points the
direction to solve some critical issues,
clarifies responsibilities, and proposes
direct solutions for some specific and
practical issues. Last, it will serve as
a driver for the issuance of policies
which are now in process or under
deliberation.

The two historical documents
issued in 2010 and 2016 greatly
motivated and inspired the general
aviation industry. However, there
are still more expectations, such as
the early issuance of Regulation on
the Use of Low Altitude Airspace
and Low Altitude Chart, the
expeditious refining of general
aviation regulation system and
airport network building, and the
establishment of general aviation
operation service and safety support
system. These are all crucial
elements of environment enablers
for general aviation development.

Translation by Li Nai
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Coexist in the Business Aviation Market

hina’s general aviation industry
Cunderwent rapid growth over the
past 5 years, during which the number
of general aviation aircraft registered
at CAAC has increased from 1198
to 2235, with the compound annual
growth rate reaching as high as 17%.

The business aviation, as the
sub-industry of the general aviation,
features a developing trend that
basically coincides with whole general
aviation industry. During the past
five years, the number of business
jets owned in the mainland market
increased from 74 to 226. Growth at
such a high speed is something rarely
seen around the world, reflecting a
heated market.

In the recent two years,
influenced by the changes in China’s
macro political and economic
environment and shortages of resources
such as airports and slots, the business
aviation has seen an obvious slowing
down in the growth rate. However,
the demand underpinning the market
development is still there.

Over the last 3 years, operations
of business jets at airports in Beijing,
Shanghai, Shenzhen and other Chinese
metropolitans remained at a relatively
high level, which shows there is still
inelastic demand on the market.

In this industry, we feel inspired
about the positive signs showed at
national level to support general
aviation development. The Guiding
Opinions on Promoting Development
of General Aviation Industry issued
by the State Council clearly identified
the development targets, including
building 500 general aviation airports
by 2020. Objectively speaking,
insufficient airports constitute
the principal hindrance for the
development of business aviation.
Therefore, the government’s efforts
in this regard will provide effective
support for industrial growth.

In addition, regarding market
cultivation, the Opinions specially
emphasized the characteristics of the
general aviation industry as a transport
service industry, encouraging short-
haul commuter service, transport
by business jets and private
consumption—aircraft purchase by
individuals. The business aviation
is in fact a private aviation industry
with its key lying in consumption by
individuals and entities.

The future is promising, but what
should we do now? At the current
stage of general aviation development,
participants of the business aviation
should look into how to make good

Hu Wenbin
Chairman of AllPoints Jet Co., Ltd.

use of the opportunities and figure out
where lies the market demand.

According to statistics released
by Hurun Research Institute, mainland
China has 5600 individuals each with
net assets over 2 billion yuan. Only
if this group is large enough, can it
provide relatively sufficient inelastic
demand for the industry. Besides,
from the perspective of its highly
concentrated operation in China, the
demand mainly comes from Beijing,
Shanghai and the Pearl River Delta,
where also lies most of the business jet
routes. Globally, the busiest airports
with the most arrival flights from
China are also located in the world’s
political and economic centers,
such as New York, London, Paris,
among others. Therefore, business jet
carriers should always bear in mind
the customer demand when investing
resources into the market.

The business aviation has entered
a new phase where only the most
efficient and competitive market
players can survive. Therefore, faced
with the difficulties and challenges,
operators need not only large amount
of capital support, but also good long-
term business plans.

Translation by Sun Xinyu
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Economic Calculations
beneath the Heat of Airshows
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Economic Talculations
beneath the Heat of Airshows

By He Anhua, specially invited contributor

he 11th China International

Aviation & Aerospace
Exhibition will be held in Zhuhai,
China from November 1 to 6.
Numerous industry players are going
to gather there, and the exhibition is
definitely to be a hot spot and will
attract extensive attention.

In recent years, air shows
gained heat in China. According
to incomplete statistics, more
than 15 aviation related shows
and exhibitions of different forms
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and scales were held in China
in 2015, including in Shanghai,
Beijing, Macao, Xi’an, Zhengzhou,
Shijiazhuang, Jingmen, Anyang
and Faku etc. In this year, the
shows outnumbered that of last
year. In addition to Zhuhai Airshow
in this November, four airshows
were held during the same week of
this September. Besides, there are
also many other activities such as
AOPA Fly-in, Aviclub Carnival,
Airsports Fiesta, flight competition,

etc. The airshow upsurge not only
corresponds to local governments’
need for aviation events, but also
caters to the desire for flying of the
public and social community. It is
expected that people’s enthusiasm
for airshows will further heighten in
the next few years.

In the beginning, there were
only a small number of aerobatic
displays and tour displays in China.
After many years’ development,
many airshows began to emerge. In

addition to the globally influential
Zhuhai Airshow, China International
General Aviation Convention in
Xi’an, Asian Business Aviation
Conference & Exhibition in
Shanghai, Airshow Zhengzhou, and
Shenyang Faku Flight Conference
all show strong regional influence.
There are also over 50 other
aviation-related exhibitions in China
every year including various special
and static exhibitions such as air
traffic control exhibition, aviation
agricultural and forestry protection
conventions etc.

Beneath the increasingly heated
airshows, there lie the economic
calculations of different regions.
Outsiders just go for sightseeing,

while insiders could sense the
economic benefits behind the
airshows.

Airshows, as a kind of
highly specialized exhibitions of
strong industrial relevance, can
promote aviation culture, boost the
development of aviation industry,
and create a comprehensive cross-
industry and cross-regional
economic model. The development
level of airshows has become one of
important indicators of the service
industry for a country or a region.

Airshows can bring direct
economic benefits and promote the
development of relevant sectors in a
region or a city.

It is estimated that the
industry driving coefficient of
international airshows is about
1:9. Airshows will bring about a
steady flow of business, people,
funds, information for the hosts,
create business opportunities,
attract investments and promote the
development of general aviation and
tourism industries. For example,
EAA Airventure Oshkosh, the
world’s largest general aviation
carnival, brings benefits of over 110
million US dollars to local hotels,
restaurants and tourism industry
each year, creates 1700 new jobs,
and makes Oshkosh a famous town
of tourism and culture.

How big is the influence of
airshows? In the last few years,
Airshow host cities in China seem
to have been aware of the influence
and benefits brought by airshows.

Take Zhuhai as an example,
the city was not qualified to hold
state-level airshows in the 1990s

FEM SRR

due to its geographic location,
economic conditions and political
standing. However, Zhuhai Airshow
has rapidly reaped international
reputation after hosting over ten
exhibitions consecutively. Statistics
show that trading amount at Zhuhai
Airshow in 2014 exceeded 23.4
billion US dollars. Aviation has
become a primary name card for
Zhuhai.

Similarly, Faku, an agricultural
county of Shenyang, took advantage
of the national low-altitude airspace
management reform, relied on
the resources of its parent city
Shenyang, and organized a number
of Flight Conferences, which has
greatly promoted the development
of entire general aviation industrial
chain and made the county an
important center of general aviation
in Northeast China.

Airshows also promote the
development of local aviation
industry and aviation culture
industry, and help realize the
overall marketing of the industry.
Meanwhile, airshows invite officials
from governments at varied levels
and relevant agencies, and aim to
pay more attention to local issues
and help them solve problems in
social and economic development.
Therefore, organizing airshows
seems to be the best enabler for
local governments to publicize local
resources, attract attention from the
society and fuel local social and
economic development.

The author is now a teacher with the
Department of General Aviation, Civil
Aviation Management Institute of China.

Translation by Li Nai

29



RS, S0 a9 o o g

N
(o) RINFFAITEX

2]

Business Aviation Heated Up
in Pearl River Delta
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Businessy Tetation

Heated Up in Pearl River Delta

By Xue Haipeng

n an area of over 20 000 square

kilometers in the west bank of
Pearl River, there are five trunk
line airports including Guangzhou
Baiyun Airport, Shenzhen Baoan
Airport, Zhuhai Jinwan Airport,
Hong Kong International Airport
and Macao International Airport.
Starting from any of these airports,
you can reach anywhere in China
and Southeast Asia in 3 hours.
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It is hard to find another area
as this one in the world, where the
five airports, no more than 150 km
from one to the another, cover over
40 million people with an annual
passenger traffic over 200 million.

In recent years, a world-level
airport cluster, composed by five
major airports in Pearl River Delta
area, has taken multiple measures
to develop business jet market,

make use of and integrate regional
resources maximally, enabled Pearl
River Delta area to be one of the
hotspots for business jet operation
in China along with Beijing and
Shanghai, and its competitiveness
cannot be underestimated in Asia,
or even in the whole world.

The Pearl River Delta
area enjoys many geographical
advantages. It is the geographic

and economic center of Asia and
the frontier in China’s reform and
opening up, with a steady high
economic growth. In the last few
years, with the transformation and
upgrading of industrial structure, the
economic development in this area
maintained a relatively high growth
rate.

According to the data from
the National Bureau of Statistics,
in 2015, nine cities in Guangdong
Province were listed in the National
Top 100 Highest GDP Cities, most
of which are Pearl River Delta cities.
Guangzhou and Shenzhen were
ranked third and fourth respectively.
Inside Guangdong Province, Zhuhai
ranks third only to Guangzhou and
Shenzhen in term of per capita GDP,
which exceeds 20 000 US dollars.

Rapid economic development
has made the Pearl River Delta area
one of the richest areas in China.
Among the top 1000 richest people
in Hurun Rich List 2016, Shenzhen
boasts of 195 billionaires, only next
to Beijing; and Guangzhou, with
78 billionaires, is the one with the
biggest increase.

Similarly, Pearl River Delta
area, like Beijing and Shanghai, is
more of the three most developed
business jet markets in China.
The total amount of business jet
movements each year in the greater
Pearl River Delta area including
Hong Kong and Macao even
surpasses those in north China
and east China with Beijing and
Shanghai as the centers.

In addition to the advantageous
location and strong economic
support, the policy support rendered

by local governments also facilitates
the rapid development of business
jet market in Pearl River Delta area.

Besides, the surface traffic
conditions in Pearl River Delta area
were improved greatly in recent
years, which contributed to the
development of business jet services
of the five airports and facilitated
business transfer and connection
among the airports.

Although the five airports ever
clarified their different development
positions, competitions always exist
side by side with cooperation during
the business development process.

With the huge potentials
of business aviation, covert
competitions among the five
airports never stopped. As providers
of ground infrastructure and service,
in order to continuously improve
the support level for business jet
operation, the five airports take both
hardware and software measures,
especially in improving their
facilities.

As to business jet operation,
there are various types of business
jet operators in Pearl River Delta
area, including Chinese domestic
operators, foreign operators,
and joint venture operators.
Their experience in mature
market operation has uplifted
the overall operation of business
aviation in Pearl River Delta area.
Characteristics of mature markets,
such as second-hand business jets,
enterprise merger, and industry
derivation, have emerged in this
area.

Translation by Li Nai
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Gulfstream Quality
s A Success in China
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Support the Feeder Line
Air Transport Market of China
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Second-hand Business Jets:
New Leader in the Emerging Market
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Second-hand

Business Jets: New Leader in the Emerging Market

By Xue Haipeng

he world sees over 2000

business jets being traded every
year, among which only about 700
are new and most of the rest are
second-hand jets.

The more mature the market is,
the well the second-hand business
jets are accepted. In European
and American markets where
consumers have a good knowledge
about business jets, both consumer
demand and mix of aircraft types
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feature diversified development,
and second-hand jets can be
easily considered as an option for
purchase.

In addition, there are strict
safety regulations for operation,
maintenance and management
of aircraft. And some service
enterprises that specialize in
maintenance and support business
of second-hand jets also emerged
in the market, such as Jet Support

l 4 passavr
FALCON

Services (JSSI), providing a reliable
quality assurance system for second-
hand jets. All above elements
contribute to the development and
call for regulation of second-hand
jet transactions.

For some clients, purchasing
a second-hand business jet is more
ideal than buying a new one. First
of all, second-hand jets are of great
cost-effectiveness, especially when
the new planes are used just for one
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or two years, as the depreciation rate
can be as high as 10% for the first
year. Therefore, it would be a good
deal if there is a plane of one or two
years old for sale. Second, unlike
new jet transactions, purchasing
second-hand jets doesn’t require
waiting as the delivery can be made
in a short time.

In recent two years, as the
Chinese business aviation market
gradually developed, second-hand
business jet transactions in China
also started to grow. According
to preliminary statistics, second-
hand business jet accounts for about
30% in China’s business jet fleet;
but among the newly purchased
business jets every year, over 50%
are second-hand, a rate that will
continue to rise along the market
development and changes in client
demand, till it finally approaches
the world’s average of 80%.

Regarding the consumer habits
of Chinese second-hand jet buyers,
for now the primary consideration
is still the age of aircraft, and
consumers would prefer newer ones
when purchasing second-hand jets.
Generally, they can accept second-
hand business jets within the age of
5 years.

Although second-hand business
jets enjoy lots of advantages and
can be an ideal purchase option,
the transaction structure of second-
hand jets is much more complex
than that of new jets, there are
some intrinsic risks in second-
hand business jet transactions,
especially in aircraft quality and
ownership, which deserve the most
attention. At present, there already
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exists many channels in China to
purchase second-hand business jets,
but clients are recommended to
choose professional companies for
consultancy and purchase, and to
hire professional lawyers to oversee
the whole process, so as to ensure
safety and quality of the aircraft and
clarity of ownership, in an effort to
avoid unnecessary troubles.

After the abnormal skyrocketed
growth over the past several
years, China’s business aviation
market was gradually halted to
reason, entering a relatively sound
developing phase. The emergence
and growth of second-hand business
jet transactions in China is also a
sign for marching toward maturity
of the emerging Chinese market.

In the past, people once were
concerned about the Chinese
market when others started selling
business jets. However, it was totally
unnecessary since it is simply
normal for aircraft owners to sell
or replace planes out of multiple
reasons when the business jet market
keeps developing and the business
jet fleet keeps growing in size.

There is a rule in the global
business aviation market that for
a healthy market, the number of
aircraft on sale usually represents
5% to 6% of the total jets owned in
the market. Based on that, it is quite
normal for the Chinese market which
now has over 500 business jets, to
have twenty to thirty aircraft on sale.
In fact, with the steady increase of
business jest in the market, it’s a good
thing to have second-hand business
jets being marketable and traded. +}-

Translation by Sun Xinyu
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