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Air Transportation 

A Driver of Economic Development 



Asian Development Bank saidé 

    ñImproved air connectivity through air transport links is an essential 

component of economic growth, as it provides personal access to the region 

for business, social or recreational purposes, as well as physical access to 

resources and markets. Improved access allows producers to take 

advantage of an expansion of trade, economies of scale and specialization, 

thus lowering costs and prices and widening production choiceséé 

 

     Regular scheduled airline services are especially important for business 

communication. Facilitating both trade and investment. They also play a 

critical role in stimulating leisure travel, a vital sector, given the importance 

of tourism for the archipelagic South East Asia economiesò 

        

      Asian Development Bank, Sept 2009 



Freedoms of the Air 

 

Although often referred to as air traffic ñrightsò,  these freedoms of the air are in 

reality privileges granted by one country to another in treaties or air transport 

agreements entered into by the treaty partner-countries. 

 

The first and second freedoms are classified as technical privileges;  those of 

the third and onwards are classified as commercial freedoms. 

 

The exercise of these freedoms, to be legitimate, must be between/among 

treaty partners - countries. Carriage of commercial traffic (passengers, freight, 

and mail) using any of the freedoms to and from countries where no treaty 

exists, is not legal. 



Freedoms of the Air 

3rd and 4th Freedoms 

The privilege to load revenue passengers, freight and mail to and from one's 
own country and a treaty partnerôs country.  

5th Freedom 

The privilege to carry revenue passengers, freight and mail between two or 

more treaty partner countries on flights originating from or destined for 

oneôs own country. This specifically refers to the carriage of traffic to/from 

intermediate and beyond points in a third country.  

1st and 2nd Freedoms 

The privilege to fly over  the territory of a treaty partnerôs country and the 

privilege to make a technical landing in a treaty partnerôs territory without 

picking up or letting off revenue traffic. 



How are traffic rights negotiated today? 

ÅBilateral agreements  are between countries/states 

 

ÅIn the Philippines it is the CAB that negotiates. 

 

ÅGovernment policy sets the agenda 

 

ÅAirlines provide input and observation. 
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Current Situation 

ÅIn many key markets traffic rights are exhausted 

 

ÅThe pace of liberalization lags our near neighbors 

 

ÅEconomic stimulation and tourism development is sub 

optimal 

 

ÅCurrent approach appears ad hoc and reactive 

 

 



Current Situation 

Short Haul (from Manila) 

ÅHong Kong   Nil  

ÅSingapore    Nil 

ÅJapan   Not allowing new flights (SSC) 

ÅChina    Fully Allocated 

ÅKorea    Fully Allocated 

ÅIndonesia    Nil 

ÅMalaysia    2520 seats (Jun 2011) 

ÅThailand    Nil 

 



Current Situation 

Long Haul 

ÅUSA   Open Skies ( buté..Cat 2) 

ÅEurope       Banned 

ÅUnited Arab Emirates  Nil 

ÅAustralia    Fully Allocated 

ÅQatar    Nil 

ÅOman    2 frequencies per week 



Case Study: Hong Kong 

ÅManila-Hong Kong route limited to 15,000 seats per 
week since 2008 air talks 
ïAllocation 
ÅPAL    9,960 66% 

ÅCebu Pacific   5,040 33% 

ÅCebu Pacific believes that 15,000 seats are insufficient 
for this vital air route 

ÅSince early 2009 we have been requesting CAB to 
employ the ñtrigger mechanismò which would increase 
the available seats by 850 for every six-month period 
that the combined load factors of operating airlines 
exceed 70%. 

ÅCebu Pacific would like to increase services to 6x a day 
(we are stuck at 4x a day) 

 



Cebu Pacificôs Position 



Fleet Plan 

Å2010-2014 
ï22 Airbus A320ôs on firm order from Airbus 

ï 2 Airbus A320ôs on operating lease 

Å2015-2021 
ï7  Airbus A320ôs on firm order with Airbus 

ï30 Airbus A321 Neo on firm order with Airbus 

ï10 Airbus A321 Neo options with Airbus 

 

USD 5.5 billion 

 

 



International Expansion 

Å International capacity growth will be faster than domestic capacity 

growth from 2010 onwards 

Å We currently operate in 15 international stations (33 domestic)  

Å We plan to grow to 24 international stations in three years 

Å We intend to bring our trademark low fares and provide added 

connectivity to other Asian destinations. Cities for expansion 

include: 

ï Japan   Tokyo, Nagoya, Fukuoka, Sapporo 

ï China/Taiwan  Chengdu, Kaohsiung, Shenzhen, Xiamen  

ï ASEAN   Denpasar, Hanoi, Phnom Penh, Phuket 

ï US/South Pacific  Guam, Palau, Saipan 

 

 



Open Skies 

 

ÅWe favor open skies (no capacity limits) on all the 
international routes we operate  

 

ÅOpen skies would benefit Cebu Pacific and the country. 

 

Å We prefer to spend our time competing in the market 
place, and not on arguing over the allocation of scarce 
air rights. 



Open Skies 

ÅWe caution on the grant of air rights that would not be 

available to Philippine carriers 

 

ÅSimilar action in other countries has destroyed local 

aviation industries. 

 

ÅHence we oppose EO29 as it fails the basic test of 

fairness and reciprocity. 



Open Skies 

ÅWe strongly support the ASEAN Open Skies framework 

that now only needs Presidential ratification to become 

effective. 

 

ÅJapan has just concluded Open Skies agreements with 

USA, Singapore and Malaysia. What about The 

Philippines? 

 

ÅOther countries/states will agree to Open Skies 

 



A Way Forward 



A Roadmap 

ÅCreate a clear strategic vision for Aviation 

ÅEstablish goals and timelines 

ÅIdentify roadblocks and impediments 

ÅLeverage the private sector knowledge base and capital 

base 

ÅIdentify óQuick Winsô 

ÅPlan for the Medium term 

ÅDonôt ógive away the farmô 

 

 

 

 



A Roadmap 

Some specifics 

ÅIdentify key source markets. E.g. China, Japan and 

focus efforts there. 

ÅEstablish second gateway to Manila 

ÅHave ICAO SSC lifted 

ÅAddress FAA Cat 2 Downgrade 

ÅAddress EU Black Listing 

ÅRehabilitate existing secondary airports 

ÅExtend operating hours at key airports 

ÅCreate mechanisms to leverage private sector 

 

 

 

 



 

Thank you 


