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Abstract 
As the only flag carrier in China, Air China has the historical responsibility of building 
the national airline's name card and implementing the "civil aviation strengthening 
strategy". The company now has a wide range of international routes, a balanced 
domestic and international network, and significant brand influence all over the word. 
Its profitability has long been among the industry leaders; the company has been among 
the first group of global air transport enterprises as well. This report is to analyse its 
main business and operation mode using comparative analysis and quantified method, 
which may cover the aspects of current airline industry developments of domestic and 
global views, the marketing position of Air China. Furthermore, its financial indicators 
and accounting are studied and help for the further strategic planning and competitor 
analysis are conducted quantifiably. Conclusion and position are given in the final of this 
paper as well. With the further expansion of China's air cargo industry and the gradual 
strengthening of international competitiveness, Air China's air cargo business will be 
better developed. 
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1. Introduction 

The Air China Limited is principally engaged in international and domestic scheduled and 
unscheduled air transportation of passengers, cargo, mail and baggage; domestic and 
international business aviation; aircraft management; aircraft maintenance; inter-airline 
business agency; ground services and air courier services related to its main business (except 
for letters and articles of letter nature); in-flight duty-free products; in-flight merchandise retail 
business; air accident insurance sales agency; import and export Import and export business. 
Among them, scheduled and unscheduled air passenger transportation is the main business of 
the company [1]. 
The Air China Limited continues to build a world-class hub in Beijing, construct an international 
hub in Chengdu, implement national strategies, further promote its global network layout and 
provide high quality products and services. In recent years, the Company has closely focused 
on the development principles of safe development, structural optimisation, quality and 
efficiency enhancement, innovation and change, synergy and sharing, and efficiency leadership, 
accelerating the transformation of the Company's business model, optimising the network 
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layout, improving passenger experience, and strengthening and optimising the main air 
transportation business. 

2. Current Airline Industry Developments  

2.1. Overview of the International Air Transport Industry 
In 2020, the global airline industry was hit hard by the epidemic. The aviation industry, 
especially international air transport, has been on the front line of the epidemic, with a 
significant decline in global air traffic, the grounding of airlines, massive layoffs, a shortage of 
working capital and large-scale bankruptcy restructuring, leading to increased pressure on the 
operations of companies in the aviation industry chain. 
According to CIRIUM, a global aviation data company, scheduled passenger flights worldwide 
will decline by 49% in 2020 compared to 2019, with the number of international flights 
dropping by 68% and domestic flights by 40% [2]. 2020 global air passenger traffic will decline 
by 67% compared to 2019, returning to 1999 levels. More than 40 airlines worldwide went 
bankrupt during the reporting period, and the severe decline in air traffic caused by the 
epidemic and the subsequent slow recovery resulted in the loss of 46 million aviation-related 
jobs worldwide. The International Air Transport Association (IATA) further revised its industry 
forecast for 2020, with global net losses for carriers expected to reach US$118.5 billion. Global 
cargo is performing significantly better than passenger traffic, but is still weaker than in 2019. 
According to IATA data for November 2020, cargo traffic is expected to reach 54.2 million 
tonnes in 2020, down from 61.3 million tonnes in 2019 [3]. 
While the global aviation industry has been generally affected by the crisis, North America and 
Asia Pacific have performed relatively well, benefiting from larger domestic markets and large 
cargo operations. According to IATA's November 2020 report, the global airline industry is 
expected to lose US$38.7 billion in 2021, with losses of US$7.5 billion in Asia Pacific, US$11 
billion in North America and US$11.9 billion in Europe [4]. The reduction in expected losses is 
most pronounced for airlines in Asia Pacific and North America, with regional differences 
becoming more pronounced. 

2.2. Overview of The Domestic Air Transport Industry 
The year 2020 was an extraordinary year in the history of China's civil aviation industry, as in 
the face of the severe challenges and major difficulties brought about by the new epidemic, 
China's civil aviation industry made every effort to combat the epidemic, maintain stability and 
promote development, and took effective measures to prevent and control the epidemic. In 
2020, civil aviation will carry a total of 79.85 billion tonne kilometres, 420 million passengers 
and 6.766 million tonnes of cargo and mail, equivalent to 61.7%, 63.3% and 89.8% of the 2019 
figure. According to CIRIUM, a global aviation data company, three of the world's top ten busiest 
airports will be in China in 2020, and four of the world's top ten most popular routes will be 
Chinese domestic routes [5]. 
The year 2020 is also the closing year of the 13th Five-Year Plan. "The 13th Five-Year Plan 
period has been the best five years for civil aviation in terms of safety record, growth, overall 
efficiency and service quality.” During the 13th Five-Year Plan period, the industry achieved 10 
years of safe flight and the fleet size reached 6,747 aircraft. 
As Air China Limited enter the 14th Five-Year Plan period, China's civil aviation will enter a 
period of transition in development, improvement in quality and expansion of the development 
pattern. Based on the achievements of the 13th Five-Year Plan [6], CAAC will adhere to a 
systemic approach, a combination of inheritance and innovation, and follow the overall work 
plan of "practicing one concept, promoting two wings, adhering to three bottom lines, building 
and improving three systems, and opening up four new horizons" in accordance with the laws 
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of industry development and the stage characteristics of civil aviation development. In 
accordance with the overall working concept of civil aviation, which is "practicing one concept, 
promoting two wings, holding fast to three bottom lines, building and perfecting three systems, 
and opening up four new situations", Air China Limited will promote the high-quality 
development of civil aviation on all fronts and enter a new stage of development towards 
building a strong civil aviation nation in multiple fields. 

2.3. Market Position 
As the only flag carrier in China, the company has the historic responsibility of building a 
national aviation company's name card and implementing the "civil aviation strengthening 
strategy". The company now has a wide range of international routes, a balanced domestic and 
international network, the most valuable customer base and the strongest brand influence; its 
fleet has basically been rebuilt and is one of the youngest in the world; its profitability has long 
been among the industry leaders; and it has been ranked among the top air carriers in the world. 

3. Key Accounting Data and Financial Indicators 

3.1. Cost and Revenue Analysis 
In 2020, the Air China Limited achieved operating revenue of RMB69,504 million, a decrease of 
48.96% year-on-year. Of which, revenue from main operations was RMB67.303 billion, a 
decrease of 49.39% year-on-year, while revenue from other operations was RMB2.200 billion, 
a decrease of 31.02% as shown in Table 1. Revenue from other businesses was RMB2,200 
million, a decrease of 31.02% year-on-year as indicated in Table 2 [7].  
The passenger revenue in 2020 was RMB55,727 million, a decrease of RMB68,798 million year-
on-year (Table 3). Of this amount, revenue decreased by RMB56,998 million due to reduced 
capacity investment, RMB8,874 million due to lower seat occupancy and RMB2,926 million due 
to lower revenue levels. 
 

Table 1. Key accounting data analysis of Cost and Revenue Analysis. 
Items Y2020 Y2019  Y2018 

Operating revenue 69,503,749 136,180,690 (48.96%) 136,774,403 

Total profits (18,474,520) 9,104,639 (302.91%) 9,957,905 

Net operating income 67,303,261 / / / 

Net profit attributable to shareholders of 
listed companies 

(14,409,429) 6,408,576 (324.85%) 7,336,327 

Net profit attributable to shareholders of 
listed companies 

(14,740,883) 6,173,872 (338.76%) 6,620,005 

Net cash flows from operating activities 1,408,174 38,340,183 (96.33%) 31,418,890 

 Y2020 End Y2019 End  Y2018 

Net assets attributable to shareholders of 
listed companies 77,582,421 93,505,857 (17.03%) 93,216,239 

Total assets 284,070,710 294,253,553 (3.46%) 243,716,006 

*Remarks 

Increase/(decrease) 
Unit: thousand yuan  
Currency: RMB 
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Table 2. Analysis of movements in the income statement and related accounts in the cash 
flow statement of 2020. 

 
Number of current 

period 
Year-on-year 

figures 
Percentage change 

(%) 
Operating revenue 69,503,749 136,180,690 (48.96) 

Operating costs 75,631,053 113,245,845 (33.22) 
Cost of sales 4,365,609 6,637,239 (34.23) 

Cost of management 4,122,945 4,445,259 (7.25) 
Financial costs 1,309,428 6,168,967 (78.77) 

Net cash flows from operating 
activities 1,408,174 38,340,183 (96.33) 

Net cash flows from investing 
activities (15,865,313) (11,966,630) 32.58 

Net cash flows from financing 
activities 11,462,552 (24,251,249) (147.27) 

R&D costs 179,390 491,363 (63.49) 

*Remarks 
Increase/(decrease) 
Unit: thousand yuan  
Currency: RMB 

 
Table 3. Main business by industry, by product and by region. 

Main business by industry & by product 

Product 
Operati

ng 
revenue 

Operati
ng costs 

Gross 
margi

n 

Increase/(decre
ase) in operating 
income over the 

previous year 

Increase/(decre
ase) in operating 

costs over the 
previous year 

Increase/(decre
ase) in Gross 

margin over the 
previous year 

Passeng
er 

transpo
rt 

55,726,8
62 

  

(55.25%) 

  Air 
Cargo 

and Mail 

8,553,40
7 

49.22% 

Others 5,223,48
0 

(11.82%) 

Total 69,503,7
49 

75,631,0
53 

(8.82
%) 

(48.96%) (33.22%) (25.66%) 

Main business by region 

Region Operating revenue 
Increase/(decrease) in operating 

income over the previous year 
China mainland 51,953,674 (41.63%) 

Other countries & 
regions 

17,550,075 (62.80%) 

3.2. Expenses 
In FY2020, the Air China Limited 's selling expenses were RMB4,366 million, a decrease of 
RMB2,272 million year-on-year, mainly due to a decrease in agency business fees and booking 
fees as a result of lower sales volumes and passenger numbers. Administrative expenses were 
RMB4,123 million, a decrease of RMB322 million year-on-year, mainly due to lower staff 
remuneration costs. Finance costs were RMB1,309 million, a decrease of RMB4,860 million 
year-on-year, of which interest expense (excluding capitalised portion) was RMB5,100 million, 
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an increase of RMB151 million year-on-year; net foreign exchange gains were RMB3,604 
million, compared to net foreign exchange losses of RMB1,211 million in the same period last 
year. 

3.3. Cash Flow 
In 2020, the Air China Limited’s net cash inflow from operating activities was RMB1,408 million, 
representing a decrease of 96.33% from RMB38,340 million in 2019, mainly due to a year-on-
year decrease in sales revenue and an increase in returned cheques due to the impact of the 
epidemic; net cash outflow from investing activities was RMB15,865 million, representing an 
increase of 32.58% from RMB11,967 million in 2019 [4]. The net cash inflow from financing 
activities was RMB11, 463 million, compared with a net cash outflow of RMB24,251 million in 
the same period last year, mainly due to the increase in the scale of financing in response to the 
impact of the epidemic and to ensure liquidity security. 

3.4. Fleet Status 
In 2020, the Air China Limited will introduce a total of 14 aircraft, including two A350, eight 
A320NEO, one A321NEO and three ARJ21-700 aircraft. Of these, one aircraft was purchased 
with its own funds, 11 aircraft were introduced under finance leases and two aircraft were 
introduced under operating leases. Six aircraft were withdrawn, including two B737-800s, one 
B737-300, one A320 and two A319s [1]. 
As at the end of 2020, the Group had a total of 707 passenger aircraft (including business 
aircraft) with an average age of 7.74 years (Table 4). Of which, the Company's fleet consisted of 
431 aircraft with an average age of 7.99 years [3]. The Company introduced 10 aircraft and 
withdrew 5 aircraft, of which 1 was sold to Inner Mongolia Airlines. 
 

Table 4. Details of Air China Limited 's fleet. 

Passenger 
aircraft 

  
Sub-
total Owned 

Finance 
Lease 

Operating 
Lease 

Average age 
of machines 

(years) 

Airbus Series 
373 

A319 41 32 6 3 13.18 
A320/321 255 88 92 75 6.96 

A330 65 28 8 29 8.65 
A350 12 0 12 0 1.71 

Boeing Series 
326 

B737 274 119 72 83 7.93 
B747 10 8 2 0 11.47 
B777 28 4 18 6 6.71 
B787 14 12 0 2 3.86 

Commercial 
Flying Series 

3 
ARJ21 3 1 2 0 0.26 

Business 
Aircraft   5 1 0 4 8.41 

Total 707   293 212 202 7.74 

4. Other Competitors Analysis 

4.1. Domestic Competitor 
Global Travel News has conducted a series of analyses of the travel brands on the Top 100 list. 
This study looks at the major Chinese airlines that made the list (see Chart 1 for details): Air 
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China Limited (Air China, 19th), China Eastern Airlines (China Eastern, 28th), China Southern 
Airlines (China Southern, 34th) and Hainan Airlines (59th). 
According to the 13th Five-Year Plan of the Civil Aviation Administration of China (CAAC), the 
Chinese civil aviation industry plans to achieve 13% annual growth during the period 2016-
2020 [1]. As things stand, this target is on track to be achieved. The mainstays of China's civil 
aviation industry today are the three state-owned enterprises (SOEs) and China's first three 
airlines - Air China, China Eastern Airlines and China Southern Airlines. 
As the leader of China's civil aviation industry, Air China Limited 's brand value has increased 
by 6% this year compared to last year. Air China's goal for 2015 is to improve the customer 
experience for premium consumers, such as improving the quality of food and beverage and 
offering Wi-Fi services on selected routes to provide better service before, during and after 
travel [3]. Air China Limited also operated additional flights to North America and Europe from 
Beijing, Shanghai and Chengdu, while increasing service to secondary and tertiary cities. 
China Eastern Airlines ranked 28th, with a brand value of US$2 billion. While Air China Limited 
is focusing on premium consumers, China Eastern is targeting the still untapped low-cost 
market, as they are currently working to turn their wholly owned subsidiary, United Airlines of 
China (UAC), into a low-cost carrier. China Eastern's domestic routes have suffered somewhat 
due to the slowdown in China's economy and competition from the development of high-speed 
rail. Whereas in the past the connecting flight from Shanghai to Toronto required a stop in 
Vancouver and took 19 hours, the non-stop flight takes only 14 hours, reducing the flight time 
by a full five hours [5]. To date, China Eastern, Air China and Air Canada have introduced direct 
flights from Shanghai to Toronto. 
Guangzhou-based China Southern Airlines ranked 34th, with a brand value of US$1.7 billion, up 
7% year-on-year. China Southern is also targeting premium consumers who are committed to 
improving in-flight entertainment, dining, and customer service, and have been similarly 
impacted by China's economic slowdown and high-speed rail. The airline's growth strategy 
includes making Guangzhou a central hub for connecting passenger traffic between Australia 
and Europe [6-7]. 
Compared to the previous three airlines, Hainan Airlines is the shortest established and a more 
market-oriented airline on the Top 100 list. At US$633 million, Hainan Airlines' brand value is 
less than half that of China Southern and one-sixth that of Air China, but it is the fastest growing, 
with an 11% year-on-year increase in brand value. 

4.2. International Competitor  
As far as the current situation is concerned, an asymmetrical situation has emerged in the 
comparison of the competitive forces between China and foreign countries in the air transport 
market. Comparing from the industrial level, the total air transport turnover of 8 of the 46 
countries with which China has access to air transport in 2000 exceeded that of China, namely 
the United States, Japan, the United Kingdom, Germany, France, South Korea, Singapore, and 
the Netherlands; excluding the domestic air transport volume, 15 countries exceeded that of 
China according to the total turnover of international routes. In terms of comparison at the 
corporate level, four of China's 10 airlines entered the world's top 100 in 2000 (in order of 
revenue), namely Southern Airlines at 42nd, International Airlines at 47th, Eastern Airlines at 
53rd and Southwest Airlines at 83rd. Twenty-seven of the 57 foreign airlines flying to China are 
in the world's top 100, all ahead of China's Southwest Airlines, 24 ahead of China's Eastern 
Airlines, 22 ahead of China's international airlines and 20 ahead of China's Southern Airlines. 
In terms of fleet size, in terms of the total number of aircraft, China's civil aviation had 527 
transport aircraft in 2000, which is not as many as the number of aircraft of American Airlines 
alone. In terms of the number of aircraft owned by each airline, except for the backbone airlines 
such as Air China, China Southern Airlines and China Eastern Airlines, which have a larger 
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number of transport aircraft that can be easily formed and adjusted in time and route, the rest 
of the airlines have only a few or a dozen aircraft [8-9]. 
The asymmetry of competitive forces brings about an asymmetry of competitive results. On the 
US-China route, for example, the three designated carriers on the Chinese side - Air China, China 
Eastern and China Southern - operate a total of 37 flights per week, of which 20 are for 
passengers and 17 for cargo, leaving 17 flights unutilised; the four designated carriers on the 
US side --United, Northwest, FedEx and United Parcel - a total of 54 flights per week, of which 
34 are for passengers and 20 for cargo, with all rights exhausted. In 2020, O&D passenger traffic 
carried by the pre-epidemic Chinese and US carriers increased by nearly 40% over the previous 
year, with the US side holding 60% of the market share, an increase of more than 10 percentage 
points over the previous year. The number of international passengers carried by foreign 
carriers at Beijing International Airport, for example, increased geometrically from 60,000 in 
1977 to 590,000 in 1987 and 2.67 million in 1997. 47% of international passengers were 
carried by foreign carriers in 1991, rising to 61% in 1997. 

5. Conclusion and Position 

In 2018-2019, Air China's main business revenue was basically flat, and air cargo business 
revenue decreased due to the exclusion of Air China Cargo. 2020, under the impact of the 
epidemic, Air China's main business revenue shrank significantly, achieving only 69.504 billion 
yuan, and gross margin even turned positive to negative, falling to -8.82%, but air cargo 
business revenue reached 8.553 billion yuan, an increase of 49.22% year-on-year. Overall, 
although Air China no longer operates all-cargo cargo business after the divestiture of Air China 
Cargo, the belly cargo business is developing well. In the future, Air China will further build its 
hub network, create a world-class hub in Beijing and build an international hub in Chengdu; 
promote the integration and optimal allocation of internal core resources with a market-
oriented approach to improve the efficiency of resource utilization; and continue to promote 
fleet optimization to facilitate the matching of aircraft types, markets and routes.  
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