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New Airports, New Projects, one New Airplane (C919): the 
Aviation Industry in China Offers Great Opportunities 
  
By Saro Capozzoli, Tristan Gonnord – Jesa 
 
The aviation industry is a big deal for China; it will be a fundamental 
driver for both development and international recognition in the future. 
In light of that, the Chinese government is heavily investing into dif-
ferent areas of its Aviation Industry. This indeed has high importance 
for the Government due to a variety of reasons.  
 
One reason can be linked to the fact that the aviation industry is in-
ternationally renowned as indicator of a country’s level of development; 
aviation can symbolize prestige with peers. For example, being able to 
construct a reliable and widely used commercial airplane can change 
people’s mind on Chinese product that are most of the time seen as low 
end and non-reliable.  
 
Another reason can be that aviation is also fundamental in order to 
develop a benefic mobility inside the country. China is wide (i.e. 
Urumqi is 4 hours airplane – 38 hours by car -  from Beijing and is not 
yet connected to Shanghai by air) and to connect different cities to 
create a dynamic country, a good aviation routes network is needed.  
 
One more reason can be that the industry creates workplaces in many 
different areas and in complementary sectors. Plus, aviation helps in 
opening China’s fences connecting people to the world.  
 
However, China’s aviation is not as developed as we could think.      
If we take the World Bank definition of air passenger carried, which 

include both domestic and international aircraft passengers of air 
carriers registered in the country, we can note that China, with its 
1.371 billion inhabitants, carried only 436 183 969 passengers in 
2015.  
 
Considering this data, China seems to be far away from mature 
countries standards in terms of air passengers carried. For example, 
the U.S.A. with 798,230,000 air passengers carried for 321.4 million 
inhabitants, and the EU with 653,368,581.1 air passengers carried for 
509.5 million inhabitants, give an idea of China’s potential if it will 
reach mature countries aviation standards.  
 
In fact, if we compare the number of inhabitants in the USA or Europe 
and their number of air passengers carried with the respective num-
bers of China, it is possible to highlight that China may really boom. 
 
In the USA or in Europe there are more passengers than citizens due to 
tourism and to the fact that people are used to take the plane. Even 
though in China inhabitants are more, its air passengers are fewer than 
Europe or the USA. This shows that China, by developing infrastruc-
tures and balancing salaries levels, can overpass the USA and Europe. 
 
Moreover, if we have a look at the weight of China’s population in the 
world compared to its weight in passengers carried, it is possible to 
confirm that China has a huge growth potential in exploiting aviation. 
Chinese people might not have the purchasing power of mature 
countries so far, but wages are increasing rapidly and some low cost 
companies are lowering the prices and making the Chinese market 
price competitive.  
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If there is such a high potential, why the market is not fully exploited 
yet? There are many reasons for this and at least two can be pointed 
out. 
 
The first one is the lack of airports. In such a big country as China, the 
airport network is very important. If someone has to drive or take the 
train for 500 km to be able to take the plane, this person will for sure 
consider another option. Most of the time, this option is to take just the 
train since the railway network is very developed in China. 
 
The second reason is the delayed flights. Approximately 1/3 of the 
flights are delayed in China and this can be a considerable problem. 
Business travelers are way more focused on using the train that is 
almost always on time in China, rather than taking a “never landing” 
plane. This can be a big loss. In contrast in the USA, around 161 million 
of Americans travel by air for business each year. 
  
The Chinese government is tackling these problems by planning to 
build new airports to raise the number of airports in China to 240 by 
2020 and by opening new aviation routes.  
 
Therefore, it is forecasted that the demand for flights will soar. As a 
consequence, also the Chinese demand for new aircrafts will grow. In 
addition, the Chinese government’s intentions to show that China is a 
big player in today’s world led it to launch plans to build Made in China 
aircrafts: the very first Chinese commercial aircraft flew in May 2017.  
The C919 is a Chinese aircraft built by Commercial Aircraft Corporation 
of China (COMAC), and is intended to compete against Airbus's A320 
and Boeing's 737-800. 

However, it is not totally as it seems. The aircraft is Made in China by 
a Chinese company, but it made with Western imported technologies. 
 

  
 
The wings and the tail are made in China, but many of the most im-
portant and most technologically advanced parts are purchased from 
foreign companies, such as GE and Safran, which provided the engine, 
and Honeywell, which supplied the wheels, brakes, communication and 
navigation systems.  
 
This can be regarded as a win-win situation. It allows China to develop 
its technologies by having partnerships with foreign companies, 
owning the know-how. At the same time it opens the Chinese aviation 
market to foreign companies with a special know-how. This can allow 
them to create privileged partnerships that could be very useful in the 
aviation sector’s future.  Boeing estimated that China will need to 
spend a trillion dollars on buying new airplanes over the next two 
decades, including more than 5,100 of the same size as the C919.  
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This together with facts mentioned above represent really good op-
portunities for Western companies operating in the industry.   
 
It is essential to be present in the country to exploit these opportunities, 
in order to closely follow the market and avoid losing sight on de-
velopments. 
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China Softens 27 Restrictions of Foreign Investments in its 
Pilot FTZs 
 
By Saro Capozzoli, Alberto J. Marsella – Jesa 
 

 
 
The State Council of the People's Republic of China has recently 
published an updated version of the Negative List for foreign 
investments in Pilot FTZs (Free Trade Zones). The document is a 
lighter version of the 2015 one, cutting 27 restrictions in 8 major 
sectors and narrowing down the list of bans from 122 to just 95. 
 
The State Council, chaired by Premier Li Keqiang, is the authority 
responsible of updating the FTZ Negative List and, through the Ministry 
of Commerce, of foreseeing and regulating all FDIs (Foreign Direct 
Investments).                                                                 
 

Through the FTZ Negative List, the State Council imposes a series of 
bans and restrictions related to FDIs in certain specific areas. Before  
the introduction of the Negative List, the State Council used to enforce 
a FTZ Positive List.   
 
The FTZ Negative List is a document containing all sectors and 
industries in which foreign companies will encounter limitations, or 
even bans, when trying to invest. This means that foreign investors 
can carry out investments in areas that are not mentioned in the 
Negative List following the same procedures as local investors. 
 
As of 2017, banned areas include exploration of noble metals and rare 
earth and online gaming.  Investments banking, Insurance and 
Hospitals, on the contrary, are sectors subjected to limitations. 
 
This is different from old FTZ Positive List’s approach.  The document 
listed areas in which investments were possible, and the exact way 
these had to be managed.  All the sectors not included in the Positive 
List had to be considered ‘off limits’ for foreign investors. As Xiao Lin, 
Director of the Shanghai Development Research Center said: "With the 
Negative List, the Government only regulates what companies cannot 
do, while the Positive List requires companies to do this and do that".  
 
The 2017 version of the FTZ Negative List brings big changes especially 
for the Mining and Manufacturing Industry, and for the Financial Sector 
 
As a matter of fact, foreign banks are now allowed to underwrite 
Chinese Government Bonds and can start offering services in RMB 
without having to wait for previously-required long periods of time.   
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This is really good news. Big foreign financial institutions can now 
freely access the fast-growing Chinese bond market and support their 
clients with efficient and time-competitive services  
 
As for the manufacturing sector, foreign companies can now build their 
own rail transport facilities without having to create a JV (Joint Venture) 
with a Chinese company as previously required. This takes out all the 
possible headaches from having to deal with a local partner, and gives 
a good level of independence to foreign enterprises.    
 
In addition, to continue its quest for a greener China, the State Council 
softened regulations for foreign electric vehicles manufacturers, such 
as Tesla, Toyota, and Ford.  
 
Tesla, specifically, seems to be a step closer to opening a copy of its 
legendary Californian factory in Shanghai. In the last years, the 
Chinese demand for Mr. Musk’s electric high-end cars has grown, and 
the new softened regulation appears to arrive at the perfect time.    
 
If we compare the FTZ Negative Lists that the State Council released 
over the years, it is possible to notice that the effort to welcome more 
and more investments has been great.   
 
In 2013, when the first FTZ Negative List was published, it included 
over 190 bans. One year later, the bans’ number was reduced to 139, 
and, in 2015, it dropped again to 122.  Now, the FTZ Negative List 
includes just 95 bans.   
 
 
 

 
 

 

 
Even though a great number of foreign companies have a branch in 
China, some of them cannot easily carry out certain business activities 
as they are intended to. This aspect of doing business in China puts 
them in the position of keeping part of the operations, and staff, to 
other places in Asia (such as Hong Kong or Singapore, for example).   
 
However, the opening of new FTZs (7 in the last year alone) combined 
with a cut in bans has incentivized more and more foreign companies 
to start conducting those operations directly from a Pilot FTZ.  
 
The new version of the list is a clear sign that Chinese Government 
aims not only at attracting more and more FDIs to the country, but also 
at making the Pilot FTZs’ regulations compatible with international 
standards.  Surely, this is a big step towards a more fair and foreign- 
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friendly Pilot FTZs environment.  We all hope this trend will persist in 
the future.  
  

 
 

 
 
 

New Ai财税[2017] 39号 | 关于将商业健康保险 个人所得税试点政策推广
到全国范围实 施的通知/ Cai Shui [2017] No.39 | Circular on Pro-
moting the Pilot Polices for Individual Income Tax on Com-
mercial Health Insurance Nationwiderp 
 

 

 
The Chinese Ministry of Finance, State Administration of Taxation, 
China Insurance Regulatory Commission issued a new circular: [2017] 
No. 39 Circular on Promoting the Pilot Polices for Individual Income Tax 
on Commercial Health Insurance Nationwide (财税[2017] 39号 | 关于
将商业健康保险  个人所得税试点政策推广到全国范围实 施的通知). The 
circular is active since July 1st, 2017, and it regulates the Individual 
Income Tax (“IIT”) exemption rules on certain types of qualified 
commercial health insurances. The circular establishes a threshold on 
the maximum amount that can be deducted from the taxable income 
each year, which is CNY 2.400 (or CNY 200/month). The commercial 
health insurance products can be purchased by the employer for its 
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employees, but shall be included in the employees’ salaries as if they 
purchased the product by themselves. In this way, the commercial 
health insurance is deductible from taxable income under the threshold 
of CNY 2400 per year.   
 
Who is eligible? 
 
The taxpayers who can be eligible for the preferential tax policy related 
to the commercial health insurance are: 
- Individuals who receive their income from salary; 
- Individuals who receive their income from business activities (i.e. 
business owners, individual proprietorship investors, partners in 
partnership companies, and contractors who receive a trading 
income).  
 
What’s a commercial health insurance product? 
 
Commercial health insurance products are health insurance products 
offered by insurance companies following guidelines issued by Chinese 
tax authorities (that is the Ministry of Finance and China Insurance 
Regulatory Commission).  
 
How to enjoy the preferential tax policy?  
 
To enjoy the preferential tax policy, the employer or the employee 
shall purchase the product (if the employee buys the product, it shall 
transfer the insurance policy to the employer for IIT exemption 
purposes). Once it’s purchased, the insurance premium’s amount shall 
be included in the employee’s payroll (on a real-name basis or 
referring to the employee’s tax code). After one month, the 

withholding agent shall be exempted from IIT on commercial health 
insurance premium. This category of taxpayers will most likely be 
subjected to the exemption on a monthly basis (that is a deduction of 
CNY 200/month).  
On the other hand, the second category of eligible subjects will be 
exempted on a yearly basis up to CNY 2.400 as it purchases the 
commercial health insurance product by itself.   
 
When individuals directly purchase commercial health insurance 
products and obtain the tax identification code, they shall promptly 
provide the insurance premium information to the withholding agents. 
The withholding agent shall deduct the tax in accordance with the law, 
and shall not refuse the reasonable demand for the deduction of the 
personal income before tax. 
 
To obtain the tax deduction, a specific tax identification code must be 
obtained from the government authority. The withholding agent shall 
deduct the tax before tax in accordance with the law, and shall not 
refuse the reasonable demand for the deduction of the personal 
income before tax. 
 
Are there any policy restrictions? 
 
Individuals who purchased a commercial health insurance product 
before the policy issuance, and their insurance premium is not listed in 
the specific list of insurances products are not eligible to deduct their 
taxation. 
 
 
We’re glad to answer more doubts or question related to this topic. 
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LEGAL NOTICE 
The content of this newsletter is com-
posed and written by JESA, and thus it is 
not reproducible and cannot be diffused 
indiscriminately without JESA’s consent. 
The purpose of this newsletter is to keep 
our contacts informed about important 
changes occurring in China and world-
wide. Any use of it must be authorized by 
JESA.   
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