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Dah jia-huan ying  (Welcome everybody).  I want to thank you for participating in this second China/United States Aviation Symposium.  

At the outset, I want to thank Minister Yang Yuanyuan, General Administration of Civil Aviation of China (CAAC); U.S. Ambassador Clark Randt; Thelma Askey, Director, U.S. Trade and Development Agency; Bonnie Allin, Chair, American Association of Airport Executives and President of the Tucson Airport Authority; and Jim Bennett, Chair, International Association of Airport Executives and President of the Metropolitan Washington Airports Authority for their support of this wonderful event.  Special recognition must also be given to Spencer Dickerson of AAAE for his tireless efforts in organizing this event. 

It is hard to believe that 4 years have passed since we gathered for our first U.S./China Symposium – years marked by a severe downturn in the aviation industry triggered, in part, by the September 11th terrorists attacks in the U.S., the SARS epidemic, and the Iraq war.   Despite this decline, there is encouraging evidence that aviation is on the rebound, with the total U.S. passenger enplanements expected to reach pre- September 11th levels of 696.3 million by 2005.  
Economic Growth, Trade and Forecast

International trade and travel have made extraordinary progress since the first U.S.-Asia trade mission was launched 220 years ago, when the U.S. flagship Empress of China left New York, bound for Canton, China, with a cargo of leather and Ginseng.  One year later the ship returned home with Chinese tea, ceramic wares and silk.  Today, the U.S. exports airplanes, high-tech equipment, chemicals to China, and returns home with textiles, electronics, and just about everything American consumers purchase.  

China is the U.S.’ 4th largest trading partner and its 7th largest export market, with bilateral trade between our two countries accounting for 8% of the U.S. global trade.  Aviation is crucial for U.S.-China trade interests.  In 2003, 53% of U.S. exports to China, and 20.8% of imports from China traveled by air.


Trade with China is expected to increase significantly over the next twenty years; aircraft sales to the China market are expected to top $197 billion (2,400 jetliners) to meet the demands of the forecast 8.4% average annual domestic air traffic growth.  By 2022, the Boeing Company estimates that Chinese carriers will be flying more than 2850 passenger and cargo aircraft, making China’s fleet the largest outside of the U.S. 

The air cargo market is growing faster than any other sector of aviation.  The U.S.-China airfreight market has experienced triple digit growth over the past 10 years – up some 700% -- and express cargo volume has been growing at approximately 40% annually.  Worldwide, air cargo now accounts for approximately 40% of the total value of international trade with nearly one-fifth of the world’s air cargo (in ton miles) traveling between North America and Asia.  In 2002, total air cargo traffic to and from China reached 16.2 billion-ton kilometers, ranking it 5th in the world.  According to the Boeing Company, over the next 20 years, the world’s freighter fleet is expected to double, from 1752 to 3501 airplanes.  Asia-Pacific markets are expected to account for nearly half of global airfreight by 2020.

In the 32 years since China opened its doors to the West, its economy has gone through colossal transformation.  The speed, depth and intensity of change is the envy of other nations, many of which have made little progress during the same time period.  The air service contribution to China’s economic growth since 1985, when China’s then-leader, Deng Xioping, initiated sweeping reforms that greatly expanded trade opportunities, has been beyond all expectations.   According to recent statistics, China’s aviation sector is now the world’s 5th largest and, with a growth rate of more than 8% per annum, is expected to rank second only to the U.S. by 2020.  

 Over the last several years, the Civil Aviation Administration of China (CAAC), under your leadership Minister Yang, and with the support of the State Council, has made some tough decisions – including consolidating nine major airlines into three airline groups, and turning control over 93 airports from the Central Government to local governments.  Such sweeping changes are sure to cause some growing pains, as the U.S. has learned over the last 25 years of airline deregulation.  I believe that the U.S. aviation industry can play a constructive role in helping to develop China’s aviation system by sharing our experiences.  A study of U.S. aviation successes and mistakes can greatly benefit China as you develop this market.  
During the rapid period of economic growth and industrial development, China has maintained a measured, step-by-step approach to an expanded aviation industry.  With its vast landmass - 3.7 million square miles  – and more than 80% of its 1.3 billion population living in the countryside, China is on the verge of developing what inevitably will be immense domestic and international aviation sectors.  In addition to increasing its carrier’s fleets, China is on course with its multi-billion airport infrastructure investment program, including having invested nearly $10 billion - $8.2 billion (USD) in civil aviation capital construction, $1.7 billion (USD) in technical renovation, and utilized $62 million (USD) of foreign investment for airport construction.  Forty-eight airports, including 25 trunk line airports and 23 regional and tourism airports were built or renovated in the past 5 years.  According to the CAAC, as of the end of 2003, it has 197 operating airports, 132 of which will have commercial service.  As China’s aviation industry matures and air services grow to keep pace with economic success, huge investments in air traffic control technology and personnel, airport infrastructure, security and safety will be necessary. 

Air Traffic Control
Air Traffic Control (ATC) is a prime example of where the U.S. and China can partner.  The U.S. has the most robust ATC system in the world to handle its unmatched complex airspace.  The Federal Aviation Administration (FAA) safely manages approximately 200,000 take-offs and landings every day in a system that moved 641 million airline passengers in 2003.  And, according to the FAA’s recent aviation forecast, over the twelve-year period from 2004 to 2015, U.S. aviation passenger traffic is expected to increase by nearly 50%, to more than 1.1 billion passengers.  No private industry group, no foreign ATC system can do what our ATC professionals do, in real time, seven days a week, 24 hours a day.  Our air traffic controllers also manage about 32 billion cargo ton-miles – a sector that will continue to grow over the next decade to 56 billion cargo ton-miles and that is critical to our global economy. 

 Jane’s Airport Review reports that, over the past 10 years, China has spent approximately $1.2 billion (USD) on ATC infrastructure and equipment, including 31 primary radars, 52 secondary radars, more than 1000 Very High Frequency (VHF) communications systems, over 160 VHF Omni directional Range/Distance Measuring Equipment (VOR/DME) instruments and more than 140 Instrument Landing Systems.   Of particular note, is the CAAC's anticipated goal to reduce its current 27 air traffic area control centers (ACC) to five by 2010.  Three of these centers have already been established in Beijing, Shanghai, and Guangzhou, costing over $84 million (USD), and now handle 70 percent of China's air traffic.  An all-encompassing data network, new center-automation systems, ground-air voice/data communications and new radars will be added in the coming years. 

As China begins building its ATC system to meet future challenges, I hope you will draw on the U.S. experience, both in ATC technology and airspace design, because China’s ATC system is destined to become as complex and burdened as ours, if not more so.  Just look at the numbers:  the U.S. population is 270 million, and our ATC system safely takes nearly 700 million travelers to their destinations annually.  China’s population is five times greater – more people after the decimal point than our entire country.  Tourism in China is predicted by the World Tourism Organization to produce 100 million outbound trips by 2020, up from 15.9 million in 2002.  Forecast to be one of the largest tourism generating countries, China will represent 6.4% of the world’s global travel by 2020.  There is no doubt that the sleeping giant of tourism lies in China’s interior, and its current plans to construct or renovate 14 regional airports in the west will accommodate at least the initial growth in tourism.  Expanding China’s interior will create unprecedented opportunities for travel and tourism, which are pivotal elements in attracting or expanding business and generating economic growth.  Travel and tourism generated $545.5 billion in revenues in 2002 in the U.S. from both domestic and international travel, creating 7.2 million jobs, and a $157 billion payroll.   The potential number of annual enplanements, based on the U.S. experience, will require the most robust ATC system available to support the growth in tourism revenue and jobs.  

To that end, I am pleased to hear of the cooperation between the FAA and the CAAC to ensure the safe handling of the increased air traffic during the 2008 Olympics and with ongoing initiatives under the China-Boeing Joint Air Traffic Services program, which provides training programs and seminars for CAAC personnel covering a wide spectrum of air traffic issues, such as ATC procedures, ATC English and communications, airspace design, radar control, and safety. 

Infrastructure

Much like the U.S., China will be challenged to ensure that its aviation infrastructure will keep pace with the demand for capacity expansion.  China’s planned infrastructure investments, including the addition of 41 new airports by 2010 demonstrates its commitment to ensure the demand for future capacity will be met.  
I would offer to China the airport infrastructure lessons that are still being learned by the U.S.  Many of our airports border on residential neighborhoods because local governments did not engage in any meaningful zoning or land-use planning.  This serious lack of foresight has stifled the growth of many of our nation’s busiest airports and limited growth for local industries.  Airport neighbors are unwilling, and understandably so, to degrade the quality of their lives by agreeing to more operations and more noise at an airport that affects their daily lives.  

Aircraft noise is an airport capacity issue.  We have spent $10 billion over the last 15 years on noise reduction -- $3.4 billion of FAA funds on noise mitigation measures, including $1.5 billion for soundproofing schools, homes, and churches located near airport property, and $1.7 billion on land purchases and relocation assistance.  Airport authorities have spent another $2.5 billion in Passenger Facility Charge (PFC) revenue on noise mitigation since 1992. 

Additionally, in 2001, the U.S. General Accounting Office (GAO) estimated that the airlines’ costs directly attributable to complying with transition to quieter aircraft noise standards ranged from $3.8 billion to $4.9 billion in 2000 dollars. 

Late last year, the FAA published proposed rules to implement the new ICAO Chapter 4 noise standards, which call for a 10-decibel reduction in cumulative aircraft noise for new aircraft design applications submitted on or after January 1, 2006.  I commend the ICAO member states for working to set noise reduction goals, and for adopting a "balanced approach" to noise mitigation that will incorporate a range of methods to control aircraft noise.  However, I believe that a 10-decibel noise reduction will not be significant enough to adequately protect airport neighbors.  I would encourage China to enact strict residential zoning regulations as well as engage in long-term land-use planning to avoid the serious noise problems faced by many U.S. airports. 

Security

Security is also pivotal to maintaining growth in aviation, particularly with the 2008 Summer Olympics on China’s horizon.  On September 11, 2001, the U.S. learned exactly how vital a healthy commercial airline transportation system is to its economy and national defense.  As a result of those horrific terrorist attacks, which caused our Secretary of Transportation to ground all flights for four days, U.S. airlines suffered the most extraordinary financial losses in civil aviation history – as much as $25 billion over the last three years.  The traveling public demanded far tougher and more thorough security measures before they would return to the skies.

September 11th, however, was not the first time the world of aviation security was shaken.  On December 21, 1988, a terrorist bomb tore apart Pan American World Airways flight 103, a Boeing 747, killing all 259 passengers and crew, and 11 residents of the small town of Lockerbie, Scotland.  This terrorist act propelled the families of those victims on a tireless mission to prevent future such tragedies, culminating in the creation of the President’s 1990 Commission on Aviation Security and Terrorism, which I authored and on which I had the honor to serve as a Commissioner.  The Commission’s recommendations were enacted in the Aviation Security and Improvement Act of 1990, which was never fully implemented by the Executive Branch of government.

It was not until eleven years later, in November 2001, with the passage of the Aviation and Transportation Security Act (P.L. 107-71), that many of the security recommendations of the Commission were, at last, fully implemented.  The delay in adding these critical security measures resulted in very stringent mandates being included in the legislation, with the U.S. spending upwards of $6 billion to implement them.   I urge China not to repeat the U.S. mistakes and, instead, to start now developing top-notch security to ensure travelers the comfort level needed to fly.

Safety

While much of the world’s attention has been focused on security over the last few years, we must not lose sight of aviation safety as the highest priority for our governments and our airlines.  Sustaining a high level of vigilance over safety means not only ensuring that the government has sufficient numbers of skilled professionals to provide stringent oversight of air carrier operations, it also means working with industry to develop a strong corporate culture of safety.  My years of experience in aviation safety have taught me that airlines and civil aviation authorities of all countries benefit enormously when they vigorously share their safety expertise with each other.  

In that spirit, I am pleased that the FAA and the CAAC continue to cooperate extensively on safety issues, including FAA’s recent commitment to provide technical assistance and training to the CAAC to ensure that it has the skills necessary to successfully certify the ARJ-21, the Advanced Regional Jet for the 21st Century, which was approved for manufacture and development by the Central Government of China in 2003.  It is also encouraging that the Flight Standards Training Center, a joint venture between the CAAC and the Boeing Company and funded in part by the U.S. Trade and Development Agency, continues to play a pivotal role in training CAAC inspectors and their airline counterparts on operations, flight dispatch service, airworthiness, and cabin safety.

The potential and predicted growth in air travel for business and tourism between the U.S. and Asian-Pacific countries will occur – provided both parties maintain safety and security at the highest possible level.  Passenger traffic between the U.S. and Asian-Pacific countries is expected to increase 11% in 2004 (from 19.5 million to 21.7 million), and total enplanements are expected to grow 5.7% annually, reaching 37.8 million in 2015.

General Aviation

I also want to take a moment to encourage the expansion of a vast untapped sector of the China aviation market – General Aviation (GA).  The GA industry is an important segment of the U.S. economy.  The GA fleet is the principal driving force of a $20 billion a year industry that contributes $102 billion annually to the U.S. economy – about 1% of the U.S. GDP  -- and supports over 1.3 million jobs.  
General aviation includes all civilian flying other than scheduled passenger airlines.  It is remarkably diverse:  overnight package delivery, a weekend visit back home, an emergency medical evacuation, crop dusting, airborne law enforcement, and carrying company executives quickly to and from business deals.   

In the U.S., some 65% of GA flights are conducted for business and public services that need transportation options with more flexibility than the scheduled airlines can offer.  As of mid-2002, more than 10,500 companies in the U.S. operated approximately 15,500 turbine aircraft.  Tens of thousands of additional companies and individuals operate piston-powered airplanes and helicopters.  In the last decade, the number of corporate flight departments in the U.S. has increased by 30%.  

GA works for the community.  It stimulates the local and regional economy.  It provides essential services.  And, GA provides businesses the flexibility and mobility that helps entrepreneurs in the city and in rural areas to flourish.   As China’s extraordinary economic growth extends from the seaboard cities and provinces to the interior, you will need air service to inland cities and provinces because that growth will occur faster than ground transportation will be able to support.  China will find that it can build runways faster than highways!

Trade Negotiations

China’s step-by-step approach to growth, including right sizing its fleet to meet demand, has placed Chinese carriers on a positive footing, well positioned to partner – and compete – with U.S carriers.  To that end, I am pleased that the U.S. and China will meet again April 27-29 for a third round of air service negotiations.  I understand that the agreement under discussion will result in considerable liberalization, which will extend the benefits of air transport to a broader market and strengthening a key element to support China's continuing economic development.  I commend you, Minister Yang, and the CAAC, for your progressive thinking, and I urge both sides to seize the opportunity later this month to move our aviation relations to the next phase.

Partners for the Future

The U.S. and China have the two largest aviation markets in the world; we are natural partners.  We can achieve great economic benefits for both countries in domestic and international service by continuing to work cooperatively.  China has quickly seized upon the tremendous opportunities for economic development by investing heavily in the airside infrastructure needed sustain economic growth both in aviation as well as other industries.  We in America would like to be partners in that growth.  

Governments in both China and the U.S. must ensure that there will be a balance between safety and security; growth in air service with environmental protection; a balance of opportunities with fair competitive access, while air carriers of both countries expand service to take advantage of these exciting market opportunities.  

By joining forces on these initiatives, we can ensure that air carriers of both countries can successfully take advantage of these market opportunities, and continue the exciting adventure we began 220 years ago.

Thank you. 
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