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To represent, lead and serve the airline industry 

Impact of Aviation Taxes 
on Tourism Growth 

February 28, 2012 

Agenda 
ä Economic benefits of air transport 
ä Benefits of aviation - Philippines 
ä Sensitivity of passengers to changes in 

travel cost 
ä Consideration of taxation: Denmark  
ä Consideration of taxation: Philippines 
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Economic benefits of air transport 
Three ways of looking at benefits from air transport 
 
1. Jobs, GDP and tax revenue supported 
2. Consumer benefits 
3. Benefits from improved air transport links 
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Value of Air Transport - Philippines 

4 

Aviation important for tourism in 
Philippines 
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98.2%	  

1.8%	  

•  Air transport is critical for 
global business and tourism 

 
•  Over 98% of foreign visitors 

arrive by air 

 
 
 

Philippines – Aviation Jobs & GDP  
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Total contribution to GDP 2.4% 

Source: IATA, ACI, Oxford Economics   Source: IATA, ACI, Oxford Economics   

Total contribution to employment 2.5% 
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Consumer Benefits 
ä  In 2009 27 million passengers and 596,000 tons of 

freight traveled to, from and within the Philippines 
ä  Value placed on services likely exceeds expenditure   
ä  Benefit to travelers is estimated to be around: 

ä  575 billion PHP (of which 298 billion PHP is for Philippine 
residents)  

ä  Estimated benefit to shippers  
ä  34 billion PHP (of which 17 billion PHP for Philippine shippers)  
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Benefits of Air Transport Links 
ä  Improves productivity 
 
ä  Facilitates foreign direct investment 
 
ä  Promotes agile business models 

8 
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Philippine connectivity by comparison Contribution to Philippine tax  
PHP billion PHP billion 

Taxes on Aviation Sector’s GVA 
     -Corporation tax 1.9 
     -Income and SS 5.0 
Travel tax, alien head tax and VAT 17 
Aviation Sector’s direct tax 
contribution  

23.9 

Tax Generated through indirect 
and induced impacts 

2.5 

10 

Total tax attributable to aviation sector’s 
economic footprint 26.4 PHP billion 

Taxes impact travel costs  
ä  Taxes on any component of travel will result in an 

increase in travel costs – eventually costs passed 
through to consumer 

 
ä  Increases in travel costs will result in decrease in traffic  
 
ä Decrease in traffic can be explained by: 

ä  Passengers not traveling 
ä  Passengers traveling to another location 
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Sensitivities of passengers differ 
ä  Sensitivities of passengers to changes in price will differ 

depending on  the market 
 
In general:  
ä  Short-haul passengers tend to be more sensitive to 

changes in price vs. long-haul 
ä  Leisure passengers tend to be more sensitive to 

changes in price vs. business  
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Denmark abandoned economically 
damaging passenger tax 
 
ä Proposed DKK75 tax would have added 3% to average travel 
costs, far more for domestic passengers 
ä IATA analysis showed that: 

ä Over 328,000 tourists & passengers would have been lost 
ä GDP would have been DKK 586 million lower 
ä  1,400 jobs would have been lost  
ä Other tax receipts would have been DKK 238 million lower 

 
1 USD ≈ 5.5 DKK ; 1 DKK ≈ 7.75 PHP    
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Philippines should abandon 
economically damaging taxes 
 
ä Previous IATA analysis-elimination the Common Carrier 
Tax (CCT) and Gross Philippine Billings (GPB) would: 
 

ä  lower the total cost of int. passenger travel by 2.5% 
ä  increase int. arrivals and departure in the Philippines by 1.9% 
ä  Potential gain USD 38-78 million from increase in tourism  
ä  Lower cargo transport costs-boost export earning USD 1 billion 
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Summary  
ä  Aviation important for Philippine economy 
ä  Taxes on travel related activities increase travel costs 
ä  Leisure passengers are generally most sensitive to 

changes in travel costs 
 
ä  Philippines – abolishing CCT and GPB will reduce travel 

costs and boost traffic–positive impacts on the economy 

15 



Annex	  19_Session3_Case	  of	  Philippines_BAR	   28	  February	  2012	  

1	  

Convergence of Tourism and Aviation Policies:  
Case of the Philippines 

Destination APEC 2020: A Conference on                                     
Enhancing Tourism and Air Transport Connectivity                                                                                

in the Asia-Pacific Region 
Sofitel Philippine Plaza 

Manila, Philippines 
28 February 2012 

 
 

Felix J. Cruz 
Chairman, Board of Airlines Representatives 1 

OUTLINE 
1. Background 
2. Aviation and the Tourism Value Chain 
3. Convergence Agenda 

a. Constraints to Tourism Growth 
b. Recent Initiatives 
c. Moving Forward 
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Organization 

3 

Objectives of BAR 
� To provide a forum for the discussion of 

problems and matters of interest 
 
� To assist its members jointly to formulate 

policies and procedures 
 
� To make representation on matters of 

common concern  
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Updates: Tourism Performance 
   Target: 10M Visitor Arrivals by 2016 
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International Arrivals 
Arrivals Growth Rate 

Source: DOT  
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Philippine 
carriers  

60% 

Foreign 
carriers 

40% 

Seat Capacity 

Updates: International Air Connectivity 

Source: DOT (2010) 

Manila 
78% 

Cebu 
14% 

Clark 
4% Rest 

4% 

Arrivals by Port of Entry 
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Connectivity to long haul markets 
YEAR Incoming flights 

from Europe per 
week 

Income flights 
from US per 
week 

2001 22 24 
2011 7 16 

2011 Thailand Philippines Singapore 
USA 35 44 63 
Germany 35 - 33 
France  14 - 14 
Netherlands 18 - 14 
United 
Kingdom 

34 - 59 

Source: OAG  
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Value Chain of the Tourism Experience: 
Aviation’s Role 

Frontier 
Services 

Foreign 
Intermediaries 

Domestic 
Intermediaries 

Air Transport 
& Services 

Ground/ 
Logistics 

Accom. 
Services 

Ancillary 
service 

providers 

Visa proc, 
Time/ Policy,         
Permits,      
Help,           
Airport 
Delays,        
Time to 
Clear 
Customs,    
Baggage 
Handling,    
Airport 
Taxes,          
Facilities 
 
 

Negotiation 
power,  
Marketing 
expenses, 
Tourist 
perceptions, 
Propensity to 
attract, 
Quality of 
service 
providers, 
Global 
positioning 
 
 
 

Entry Barriers, 
Reliability and 
Service quality, 
Value Added, 
Labor 
productivity 
Propensity to 
attract,  
Marketing 
expenses, 
Presence in 
Global markets 
 
 
 
 

Entry Barriers, Reliability, 
Safety and quality, Air-
Service agreement/ 
Competition Policy, Cost 
Efficiency, Scheduling,      
Capacity, Fares,                  
Coordination with 
Intermediaries, Tariffs,       
Taxes 
 
 
 
 
 
 

Entry Barriers, Land 
Access, Labor 
productivity, Capacity and 
Quality, Competition 
policy, Input Sourcing, 
Operating costs drivers, 
Spill over to local 
economy, Coordination 
with intermediaries 
 
 
 
 
 
 
 

Source:  World Bank  
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Value Chain of the Tourism Experience: 
Aviation’s Role 

International and Domestic Air 
Transport & Airport Services 

INTERNAL 
CONSTRAINTS 

Budget for 
destination 
marketing,                

Coordination with 
intermediaries and 

Scheduling 

INDUSTRY 
CONSTRAINTS 

Air Services 
Agreements and 

Competition Policy, 
Taxes and Charges 
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     CONVERGENCE POINTS 

TOURISM 

 
 
 
 

Air Agreements and 
Air Issues 

  
 

Taxes and 
Customs Services 

 
 

 Immigration 
Services 

 
 
 
 

Quarantine 

              
 
 

Funds for public 
services of 
frontline 
agencies 

Convergence Points 

11 

Air Service Agreement/Competition Policy 

� DOTC through CAB 
� Implementation of the secondary gateway 

development policy 
� The ASEAN Multilateral Agreement on the 

Full Liberalization of Passenger Air Services 
� unlimited 3rd, 4th and 5th freedom traffic rights 
 

12 
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Aviation Tax Policy in the Philippines 
�  Foreign airlines pay 3% Common Carriers Tax (CCT ) and 

2.5% Gross Philippine Billings (GPB )(1.5% for those with 
bilateral tax treaties) based on their global flown revenues for the 
ex-Philippines portion of the trip regardless of the place of 
issuance or payment. 
� Unfavorable investment environment 
� Makes Philippines as the most expensive destination 

relative to the quality of infrastructure in Asia 
� Makes it easy for airlines to place or shift investments 

elsewhere  
�  BAR’s appeal 

� Repeal of the CCT 
� Grant of reciprocal exemptions for GPB 

�  Department of Finance (DOF) interposes no objection to 
the repeal of the 3% common carriers tax 
 

13 

Airport Related Concerns 
�  Infrastructure Upgrade 
� NAIA modernization and decongestion 
� Development of secondary gateways 

� Costs of Services by Government Agencies 
�  Overtime fees, meals & transportation allowances 
�  Adequate budget to operate 24-7, 3 shifts basis 

� DOF and Bureau of Customs  
� New administrative order: Implementation of 24-7 

international airports and seaports 
 
 14 

Moving Forward 
� Our tourism department is a very pro-active 

partner in the convergence agenda.  
� DOT and DPWH 
� Prioritization of tourism road infrastructure across 16 

regions of the Philippines 
� DOT and DILG  
�   Implement sections on shared responsibilities under 

Tourism Act 
� BAR supports the tourism department in 

leading the way for the Philippines to become 
more globally connected 

15 

 
 
 

Air Agreements and 
Air Issues 

  
 

Taxes and 
Customs Services 

 
 

 Immigration 
Services 

 
 
 
 

Quarantine 

              
 
 

Funds for public 
services of 
frontline 
agencies 

Thank you very much! 16 
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CONVERGENCE OF TOURISM AND AIR 
CONNECTIVITY  POLICIES IN PERU 

Jessica Soto Huayta 
National Director of Tourism Development 

1	  

Macroeconomic Indicators 

2	  

Source:	  BCRP	  (Central	  Bank	  of	  Peru)	  

Peru: Key Economic Figures 

GDP Growth 

Inflation 

High Economic  
Growth 
and 
Low Inflation 
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Peru: Key Economic Figures 

Source: BCRP (Central Bank of Peru) 

Net International Reserves 
(US$ MM) 

Balance of Trade 
(US$ MM) 

Growing Tendency / Positive Balance of Trade 
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Perú   
73,2

Argentina
59,9

Colombia 
46,8

Ecuador
45,9 Brasil

40,3
Chile  
39,5

México 
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Peru is one of the economies with the biggest growth in the world 
GDB 2002-2010  
(Accumulated Variation %) 

Source: IMF 

Peru: Key Economic Figures 
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Forecasting:  Peru will have the lowest inflation and the highest real GDP growth  
between 2012 and 2014 
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11.8 
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Forecasting- Latin America: Inflation 2012-2014  
(Annual Average Variation %) 

Source: Central Bank of Peru and Ministry of Economy and Finance 

3.0 

3.4 

3.7 

4.3 

4.7 

4.8 

6.0 

Venezuela 

Mexico 

Argentina 

Brazil 

Chile 

Colombia 

Peru 

Forecasting – Latin America: Real GDP 2012-2014 
(Annual Average Variation %) 

Peru: Key Economic Figures 
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Economic growth has been boosted by bigger investment  

Private Investment (2000 – 2012) 
(US$ Billion 

Source: Central Bank of Peru and Ministry of Economy and Finance 
* Preliminary information 

Private Investment (2000 – 2012) 
(Annual Average Variation %) 

Peru: Key Economic Figures 
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Ø  Non discriminatory treatment: Foreign investors receive the same treatment as local 
investors.  

Ø  Unrestrictive access to most economic sectors *. 
Ø  Free transfer of capital. 
Ø  Free competition. 
Ø  Guarantee for Private Property. 
Ø  Freedom to purchase stocks from locals. 
Ø  Freedom to access internal and external credit. 
Ø  Freedom to pay royalties. 
Ø  Network of investments agreements and member of ICSID and MIGA.  
Ø  Peru participates in the Investment Committee of the Organisation for Economic Co-

operation and Development (OECD) –It promotes the implementation of the Guidelines for 
Multinational Enterprises. 

*Investments that require authorization: Located within 50km in the frontier line and those destined to arms, ammunitions and explosive. Likewise, a principal local partner for 
investments in radio and television as well as in air transport is required. 

Peru offers investors a transparent, stable & friendly legal framework  

Peru: Key Economic Figures 
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Position Country 

1 México  

2 Perú 

3 Colombia  

4 Chile 

5 Puerto Rico 

127	  

149	  

124	  

115	  

161	  

100	  

39	  

130	  

43	  

36	  

172	  

ArgenJna	  

Uruguay	  

Bolivia	  

Brazil	  

Surinam	  

Guyana	  Venezuela	  

Colombia	  

Peru	  

Chile	  

Ecuador	  

Doing Bussiness 2011 

Continous efforts to improve business climate 

2nd. In the regional ranking for enhancing the regulation of businesses. 

Peru: Key Economic Figures 
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Free Trade Agreements 

14 Trade Agreements already operating (effective since 2009, 2010 & 2011) 
•  USA      
•  China    
•  South Korea   
•  Canada    
•  Mexico    
•  Chile    
•  Thailand   
•  Singapore   
 
In 2012, 6 Free Trade Agreements will come into operation (signed 2011) 
•  Japan    
•  European Union   
•  Costa Rica   
•  Panama   
•  Guatemala 
•  EFTA (already operating with Iceland, Switzerland & Liechtenstein. Pending operation: Norway) 
	  
	  

•  APEC 
•  MERCOSUR (Argentina, Brasil, Uruguay & Paraguay) 
•  Andean Community (Bolivia, Colombia, Ecuador & Peru) 
•  WTO 
•  Cuba 
•  A 

10	  

Tourism Indicators 

11	  

Peru: Key Economic Figures 

GDP of Peru by Sector 

Other	  Services,	  30.8%,	  31%	  

Manufacture	  
21.1%	  

	  

Mining	  
14.5%	  

	  

Commerce	  
10.2%	  

Agriculture	  
6.1%	  

ConstrucJon	  
5.4%	  

TransportaJon	  
5.3%	  

Tourism	  
3.7%	  

Electricity,	  Gas	  and	  Water	  
2.1%	  

Fishing	  
0.8%	  

Elaboration:  MINCETUR/OGEE/Office of Tourism Studies and Craft.  

12	  
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25550

3250 3178 3068 1740

0

5,000

10,000

15,000

20,000

25,000

Mineria y
Petróleo

Pesca Turismo Agropecuario Textil

Source:  SUNAT, BCRP. MINCETUR statistics 

International Receipts 
2011 (US$ MM) 

In 2011 the Tourism Industry was the Third Revenue Maker in Peru 

Tourism Industry is the 
Top Revenue Maker of 

the Non-Traditional 
Sector 

International Tourist Receipts 

Mining and 
Oil 

Fishing Tourism Farming Textile 

By 2016 Tourism 
Industry  

is expected to 
be the 2nd 

Revenue Maker 
in Peru 
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Peru: Key Economic Figures 

GDP Tourism by country 
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Elaboration:  MINCETUR/OGEE/Office of Tourism Studies and Craft.  CST 2007 
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Peru: International Tourist Arrivals 
(MM) 

Source: DIGEMIN (Directorate General of Emigration and Immigration) 

High Rates of Tourism Growth in Peru  
during the last decade 

+ 127% 

+ 30% 

127% Growth 
2002-2011 
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Peru: International Tourism Receipts 
(US$ MM) 

Source: BCRP (Central Bank of Peru) 

+ 280% 

+ 42% 

High Growth Rates in Tourism in Peru  
During the Last Decade 

280% Growth 
2002-2011 
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Source:	  MININTER-‐DIGEMIN,	  BCRP	  

2	  517	  856	  
2	  740	  209	  

+8.8%	  

2011	  *	   2012	  *	  

Peru:	  Interna>onal	  Tourist	  Arrivals	  

*Forecast:	  Ministry	  of	  	  Foreign	  Trade	  and	  Tourism	  

$	  3	  178	  
million	  

$	  3	  524	  	  
million	  

+10.9%	  

2011	  *	   2012	  *	  

Peru:	  	  Interna>onal	  Tourism	  Receipts	  

Peru: International Tourist Arrivals & Receipts,  
2011 vs. 2012 

17	  

Source: OMT 

PERU: TOURISM INDUSTRY GROWTH IN THE WORLD 

In 2012, Peru expects 9% of 
Tourism Growth, above the World 

Average  
(between 4% and 5%) 

Tourism in the World 

18	  
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LATAM
51%North	  

America
22%

Europe
21%

Asia
4%

Others
2%

Peru: International Tourist Arrivals 
(% average 2005-2010) 

Source: DIGEMIN (Directorate General of Emigration and Immigration) 

International Arrivals to Peru 
(2005 - 2010) 

During the period 2005-2010, around 
half of international tourists came from 
Latin America, followed by North 
America and Europe, representing 
together 94% of arrivals. 

The Tourism Sector in Peru has a 
unique opportunity to attract tourists 
from APEC.  

19	  

Kuelap 
Pre-Inca Culture 

 

Moche Route 
Pre-Inca Culture / The Lord of Sipan 

Northern Beaches 

Arequipa – Colca 
World´s Second Deepest Canyon 

Titicaca Lake 
World´s Highest Navigable Lake 

Amazon 
Natural Wonder of the World 
The second longest and the  

largest river by waterflow in the world 

Variety of Top Destinations Connected 

Machu Picchu 
Wonder of the World 

Nazca Lines 
Misterious 
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Air Connectivity in Peru 

21	  

Growth of GDP, Transport and Air Transport in Peru  
(1994-2010) 

 102% GDP Air 
Transport Growth 
since 2000. 

 66% GDP 
Transport Growth 
since 2000. 

 73% GDP 
Physical Volume 
Growth since 
2000. 
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 GDP of Peru and Traffic of Air International Passengers 

(1994 - 2009) 

Source:	  INE	  (NaJonal	  InsJtute	  of	  StaJsJcs	  and	  InformaJon),	  DGAC	  (Directorate	  General	  of	  Civil	  AviaJon)	  	  
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GDP of Peru and Traffic of Air International passengers 

Domestic Passengers International Passengers  Gross Domestic Product  (Index of Physical Volume (Base 1994)) 

Peru:	  Interna>onal	  passengers	  
growing	  tendency	  above	  the	  

GDP	  growth.	  

Surplus:	  important	  
return	  on	  tourism	  

investment.	  
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International Airline Companies Operating from Lima - Peru 
(2006 - 2011) 

Source: Ministry of Transport and Communications of Peru. (2012) 
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Number	  of	  Airline	  Companies	   15	   19	   20	   20	   20	   19	   19	   20	   24	  

Nu
m

be
r o

f A
irl

in
e C

om
pa

ni
es

 

Number of International  
Airlines Operating from Lima 

60%	  growth	  	  
2003-‐2011	  
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Number of Domestic Flights from Lima - Peru 
(2006 - 2011) 

Source:	  Ministry	  of	  Transport	  and	  CommunicaJons	  of	  Peru.	  (2011)	  

2006	   2007	   2008	   2009	   2010	   2011	  
Flights	  From	  Lima	   20111	   22565	   23365	   26406	   32421	   32963	  

Flights	  Regular	  Service	   11620	   13756	   16346	   20084	   22472	   23974	  

Daily	  Regular	  Flights	   32	   38	   45	   55	   62	   66	  
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Domestic and International Passengers
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International Passengers 2,296,387 2,309,010 2,310,241 2,362,969 2,633,090 3,046,996 3,197,045 3,898,453 4,516,164 4,812,549

Domestic Passengers 5,282,352 4,830,600 4,402,387 4,587,748 5,088,083 5,513,179 5,993,026 7,440,783 8,150,907 8,554,355
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Source:	  DGCA	  (Directorate	  General	  of	  Civil	  AviaJon)	  
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109% growth  
2000-2009 

62% growth 
2000-2009 
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2006:  
2007: 
2008: 
2009: 
2010: 
2011: 

Paris 

47 International Destinations from Lima  by International 
Regular Service 2006 – 2011 
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Investments and Policies to Foster Air 
Connectivity in Peru 

28	  

For the third consecutive year, Jorge Chavez International Airport (Lima) was branded as The Best Airport in 
South America 2011 by Skytrax Research, a prestigious London-based market research consulting firm 

specialized in the airline and air transport industry.  

The World Airport Awards™ are based on survey results from 11.38 million questionnaires 
filled out by over 100 different nationalities of airline passengers, covering more than 240 

airports worldwide 

Best Airport in South America 2011: 
Jorge Chavez International Airport 

29	  

Airports Situation 

Public/Private Investment in 
Peruvian Airports:  

18 airports were concessioned   

Airports Concessioned - 1st Pack 

Airport Netwok 

Airports Concessioned - 2nd Pack 

International Airport Jorge Chávez 

Lima Airport Partners has invested US$ 250.3  MM. 
Plans to invest $1,000 MM 

Aeropuertos del Perú has invested US$ 62 MM. 
Remaining investment of: US$165 MM 

Aeropuertos Andinos del Perú is going to invest  
US$ 48 MM  until the next 3 years 

Outcomes: Better Services, 
Infrastructure  

and Security. Growing Quality 

AYACUCHO ANDAHUAYLAS 

TACNA 

AREQUIPA 

CALLAO 

TUMBES 

PIURA 

CHACHAPOYAS 

CAJAMARCA 
CHICLAYO 

TRUJILLO 

ANCASH 

TARAPOTO 

PUCALLPA 

PISCO 

IQUITOS 

Partner: 
Flughafen 
Frankfurt 
Main 
(Germany) 

11 international airports  
10 Peruvian regions exceeding 
1,000,000 people 

30	  



Annex	  20_Session3_Case	  of	  Peru_Tourism	  
Ministry	  

28	  February	  2012	  

6	  

Policies to Foster Air Connectivity 
(1990s-Present) 
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GDP Air Transport (Index of Physical Volume (Base 1994)) 

GDP Transport (Index of Physical Volume (Base 1994)) 

 Gross Domestic Product (Index of Physical Volume (Base 1994)) 

2001 Concession of Lima  
Airport  (First Concession) 

Policy of Airport Concession  
Continued (US$ 1 Billion  
Investment) 

Policies to attract  
international  
airlines to open up 
new routes and 
more frequencies  

Reduction of tariffs by 35% and  
increase in air traffic by 56% 

Airlines in the 
domestic market 
offers promotional 
fares to take over 
the growing 
demand  

Open skies bilateral  
agreements: set with more 
than 30 economies 

Fostering local 
conecttivity using 
subsidies when 
there is no private 
sector attending 
underserved pop 

Bankrupcy and exit of  
State-Owned air company 

PoliJcal	  crisis	  	  
in	  Peru)	   Global	  Financial	  

Crisis	  

Open skies policy 
based on bilateral  
agreements 

Mid 90´s: Liberalization of aviation  
Industry  
- Open entry for international capital 
- Tariff ruled by supply and demand 
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Cooperation  Agreement 

Objective: 
To develop the tourism sector in PERU, by generating a bigger supply of   
commercial air services by promoting and encouraging the operation 
of airlines that opens new international routes or establishes more  
frequencies to and from the International Airport Jorge Chavez, in Lima, PERU. 
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Packages 
  

Airline operating additional 
international frequencies 
on a route or pre-existing 
international destination. 

 
Benefit: 

 
LAP: 6 months 100% 

discount on landing and 
takeoff 

 
CORPAC: 90% discount on 

fares charges by the 
transportation authority 

Package 1 Package 2 Package 3 

Airline operating additional 
international frequencies that 
represents a new international 

route with a direct connection to 
the International Airport Jorge 

Chavez in Lima 
 

Benefit: 
 

LAP: 12 months 100% 
discount on landing and 

takeoff and 
 

CORPAC: 90% discount on 
fares charges y the 

transportation authority 

Airline operating additional international 
frequencies that represents a new 

international route with a direct 
connection from Europe, North America 
or Asia to the International Airport Jorge 

Chavez in Lima. 
 

Benefit: 
 

LAP: 24 months 100% discount on 
landing and takeoff 

 
CORPAC: 90% discount on fare by 

authority. 
 

PROMPERU: Through an special 
agreement, will implement a  two year - 
promotion plan of Peru as a destiny 

in the market of origin & complement 
  for US$ 1 million (each year) 

33	  

Challanges & Opportunities 

34	  

CHALLENGES 

-  We need more air services from international airlines if we want to 
reach 3.5 million international tourist by 2015. 

-  We do also need to bring more competition into the domestic market: 
 There are only four (04) airlines  transporting domestic 
 passengers.  
 There is also the need to open up new internal routes: 
 opportunity to open 31 new regional routes.  

-  We need to care about airport infraestructure. 
 
-  We need aligment of policies between transportation and tourism 

sector. 
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Lima- Buenos Aires 

4 horas y 30 minutos 

LIMA 

Rio de 
Janeiro 

Sao 
Paulo 

Lima- Sao Paulo 

4 hours 50 minutes 
Lima- Santiago: 

3 hours 30 minutes 

Lima- Quito 

2 hours 25 minutes 

Lima- Bogotá 

3 hours 10 minutes 

Lima- Buenos Aires 

4 hours 30 minutes 

Similar	  Jme-‐distance	  =	  	  
Reduc>on	  in	  air	  
transport	  costs.	  

	  

Peru:	  Equivalent	  Jme-‐
distance	  between	  Lima	  
and	  other	  important	  
capitals	  in	  South	  
America.	  

Lima- Caracas 

4 hours 10 minutes 

Lima- Rio de Janeiro 

5 hours 30 minutes 

As an average:  
4 hours away from 
the top cities of South 
America 

Peru is the ideal hub 
location to expand APEC 
business from Asia due 

to its location, 
macroeconomic stability, 
predictable investment 
regime and open trade 

policy 

Peru as an ideal hub of air connectivity in Latin America 
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New Zealand’s international 
air linkages and economic 
development 
Ross Clapcott 
Ministry of Economic Development 
Destination APEC 2020 
Enhancing Tourism and Air Connectivity in the 
Asia Pacific Region  

NZ Case Study 
An introduction to Ministry of Economic 
Development (MED) led work to 
strengthen NZ’s international air linkages 
•  Broad economic development focus 
•  Sharpening coordination and aligning priorities 

all government levers 
•  Tourism as ‘means’ as well as ‘ends’ 

Background 
Tourism as an export earner 
After ten years+ of relatively stable tourism and air linkage 
growth… 

•  Disrupted by oil price spikes  
•  Heavily impacted by the global financial crisis 
•  Rapid changes in the aviation industry – business models 

and technological change 
 

NZ’s air linkages do more than just enable tourism exports 
•  Access to markets for business 
•  High value freight 
•  Investment – inward and outward 
•  Link to innovation and competitiveness 

 

International air links are not simply a 
pipeline for tourists, they connect New 
Zealand to the global economy… 
 
For a country that is arguably the most 
geographically isolated developed 
economy in the world.  
 

Distance matters for economic growth 

•  ‘The world is not flat’ 

•  The OECD estimates that “New Zealand’s distance to 
markets reduces its GDP per capita by about 10%” 

•  Distance disproportionately constrains growth in 
knowledge-intensive, high value-added activities 

•  Face to face contact is vital for business opportunity and 
innovation  

•  Distance is an economic, not just a geographical, concept 

 

Basic rationale 
•  NZ is not going to significantly lift economic 

growth domestically - Internationalised economic 
activity is critical  

•  Overcoming distance constraints means NZ 
policies and their implementation have to be 
better than competitors - not just as good 

•  The increasing importance of face to face contact 
and need for connectivity to and from global cities 
increases the critical role for international air 
linkages  
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Government’s role? 
Government has a range of levers to support the private 
sector – poor settings or poor implementation will make a 
large difference  
 

•  Air services regulation - MOT 
•  Border management – DOL, Customs, MAF 
•  Safety and security – CAA, AVSEC 
•  Trade promotion – NZTE 
•  Tourism promotion – TNZ 
•  International education promotion – EDNZ 
•  Investment – Investment NZ 
•  Trade negotiation and representation – MFAT 
•  High Level Relationships - Ministers 

 

First phases of MED work 
•  Coordinating Government agencies 

•  Priority route monitoring  

•  Clearing house for regular information and analysis on priority routes  

•  Establishment of a network of key agencies to act on key 
risks quickly 

•  Identifying current and potential role of government 
•  Information provision and deepening knowledge 

•  Identification of medium to longer term route and network 
risks and opportunities  

 

Current MED focus 

•  Where is growth coming from – now/future 
•  Are there air linkages constraints? 
•  Are these within government’s purview? 
 

•  Are there opportunities going begging? 
•  Are these transparent to the private sector? 
•  Are there support roles for government? 
 

•  MED Coordination of other agencies around these questions is 
improving agencies response to the private sector and 
highlighting potential proactive work 

 

•  Coordination plans for medium term actions for a range of 
markets linked to NZ Inc. strategies – China, US, India, Brazil, 
Middle East, Asean markets 

 

Key issues in sharpening government’s focus on 
international air linkages 

•  Networked system – can’t be oversimplified 
•  Fast moving – requires flexible dynamic systems 
•  Focus on growth in connectivity is about strengthening 

current links as well as seeking new connectivity  
•  The international aviation market is workably competitive 

but with varying (sometimes significant) levels of 
government intervention 

•  Poor valuing methodologies for air linkages 
•  Other jurisdictions are proactive and competitive 
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