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T h i s  r e s o l u t i o n  r e s p e c t f u l l y  r e q u e s t s  t h e  P r e s i d e n t  o f  t h e  
U n i t e d  S t a t e s  to  r a t i f y  t h e  1980 m e m o r a n d u m  of  u n d e r s t a n d i n g  
b e t w e e n  t h e  R e p u b l i c  o f K o r e a  a nd  t h e  U n i t e d  S t a t e s  so t h a t  
K o r e a n  A i r  L i n e s  w i l l  b e  p e r m i t t e d  to p i c k  u p  p a s s e n g e r s  in 
A n c h o r a g e .

P a s s e n g e r s  f l y i n g  t o K o r e a  f r o m  A n c h o r a g e  n o w  h a v e  t o  fl y  to 
T o k o y o  a n d  c h a n g e  p l a n e s  o r  f l y to S e a t t l e  - t o fly  d i r e c t l y  to  
Seoul, e v e n  t h o u g h  K o r e a n  A i r  L in es  s t o p s  in A n c h o r a q e  to  
refuel.

A n y t i m e  ^ r a d e  m i s s i o n s  f r o m  t h e  st at e h a v e  g o n e  t o  K o r e a  t h e y  
h a v e  h a d  t o  h a v e  S t a t e  D e p a r t m e n t  a p p r o v a l  t o  f l y  d i r e c t  to 
S e ou l f r o m  A n c h o r a g e .

K o r e a n  A i r  L i n e s  is t h e  o n l y \ A i r l i n e s  t h a t  s t o p s  in A n c h o r a g e  
and not a l l o w e d  to p i c k  up p a s s e n g e r s



D A T E : 17 F E B R U A R Y  1 9 8 6

TO: C O M M I T T E E  M E M B E R S

FROM: S T A F F

RE: S J R  30 R E L A T I N G  T O P A S S E N G E R  S E R V I C E  BY  K O R E A N  A I R
L I N E S  I N A N C H O R A G E

T h i s  r e s o l u t i o n  r e q u e s t s  t h e  U.S. P r e s i d e n t  t o  r a t i f y  t h e  19 80  
M e m o r a n d u m  o f  U n d e r s t a n d i n g  b e t w e e n  th e R e p u b l i c  o f  K o r e a  a n d  
t h e  U n i t e d  S t a t e s  so t h a t  K o r e a n  A i r  L i n ^ s  w i l l  be p e r m i t t e d  
t o  p i c k  u p  p a s s e n g e r s  in A n c h o r a g e .

T h e  1957 U. S.  R e p u b l i c  o f  K o r e a  A i r  T r a n s p o r t  S e r v i c e s  
a g r e e m e n t  h a s  g o v e r n e d  t h e  U.S. a n d  K o r e a  a i r  s e r v i c e s  fo r  
a l m o s t  30 y e a r s  a n d  h a v e  b e e n  e x p a n d e d  t h r o u g h  a m e n d m e n t s  m a d e  
i n c l u d i n g  n e g o t i a t i o n s  r e s u l t i n g  in the  1 9 7 8  a n d  1 9 8 0  a v i a t i o n  
a g r e e m e n t s  b e t w e e n  t h e  U.S. a n d  Korea.

T h e  1978 M e m o r a n d u m  of U n d e r s t a n d i n g  a l l o w e d  p r o v i s i o n s  for 
c a r g o  h a n d l i n g  b y  U.S. c a r r i e r s .  B e f o r e  t h at , t h e  U.S. h a d  
r e q u e s t e d  c l a r i f i c a t i o n  of  t h e s e  p r o v i s i o n s .  In  1979 t h e  U.S. 
d e m a n d e d  t h a t  t h e  K o r e a n  G o v e r n m e n t  c o n s t r u c t  o r  a l l o w  a U.S. 
c a r r i e r  to  c o n s t r u c t  a n e w  c a r g o  t e r m i n a l  f o r  e x c l u s i v e  u s e  of  
U.S. a i r l i n e s .

T h e  1980 M e m o r a n d u m  o f  U n d e r s t a n d i n g  (MOU) c o n f e r r e d  w i t h  t h e  
K o r e a n  g o v e r n m e n t ' s  r e q u e s t  for  a n  e x p a n s i o n  of  t h e  r o u t e  
s c h e d u l e  so  K o r e a n  A i r  L i n e s  c o u l d  o f f e r  s e r v i c e  to  a d d i t i o n a l  
p o i n t s  in t h e  U.S. a n d  p o i n t s  b ey on d.  It a l s o  p r o v i d e d  t h a t  
t h e  K o r e a n  G o v e r n m e n t  w o u l d  g i v e  a U.S. c a r r i e r  t h e  o p t i o n  t o 
c o n s t r u c t  a n e w  c a r g o  t e r m i n a l  at  Kimpo. T h a t  c a r r i e r  b e i n g  
t h e  F l y i n g  T ig e r .  U n d e r  t h e  1980  M O U  t h e  t r a f f i c  r i g h t s  
g r a n t e d  to K o r e a n  A i r  Lines, e x c e p t  th e  t r a f f i c  r i g h t s  at  
A n c h o r a g e ,  w e r e  t o  b e  p h a s e d - i n  a n d  t i e d  t o  c o m p l e t i o n  of  t h e  
n e w  c a r g o  f a c i l i t y .

In  1983 t h e  F l y i n g  T i g e r  n o t i f i e d  a u t h o r i t i e s  t h e y  d i d  n o t  
h a v e  a d e q u a t e  f u n d i n g  f o r  b u i l d i n g  t h e  f ac i l i t y .



By c h o o s i n g  t o  f o r e g o  c o n s t r u c t i o n ,  t h e  F l y i n g  T i g e r  d e l a y e d  
p r o g r e s s  o n  t h e  n e w  t e r m i n a l ,  p r e v e n t i n g  K o r e a n  A i r  L i n e s  f r o m  
e x e r c i s i n g  its n e w  t r a f f i c  ri gh ts .

T h e  K o r e a n  G o v e r n m e n t  is c o n s t r u c t i n g  (or h a s  c o n s t r u c t e d )  t h e  
t e r m i n a l  at  K i m p o  . C o n s t r u c t i o n  of  t h e  f a c i l i t y  s h o u l d  
r e s o l v e  t h e  t e r m s  of  t h e  1980 a g r e e m e n t  in a m a n n e r  w h i c h  
w o u l d  be  s a t i s f a c t o r y  t o  th e  U n i t e d  St a tes .

R e p r e s e n t a t i v e  R a y  or  s t a f f  w i l l  p r o v i d e  a d d i t i o n a l  t e s t i m o n y  
on  t h e  n e c e s s i t y  o f  t h i s  r e s o l u t i o n .

V o t i n g  rec ord :

S e n a t e  T r a n s p o r t a t i o n  - c o n c u r  - C o g h il l , P. F i s c h e r ,  Faiks, 
J o s e p h s o n

S e n a t e  F l o o r  - Y e a s  16
N a y s  0 
A b s e n t  3 
E x c u s e d  1

T h e  19 80  M O U  h a s  n o t  b e e n  r a t i f i e d .
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S J R  30

T h i s  r e s o l u t i o n  r e s p e c t f u l l y  r e q u e s t s  t h e  P r e s i d e n t  of  t h e  
U n i t e d  S t a t e s  t o  r a t i f y  t h e  19 8 0 m e m o r a n d u m  o f  u n d e r s t a n d i n g  
b e t w e e n  t h e  R e p u b l i c  o f  K o r e a  a n d  t h e  U n i t e d  S t a t e s  so t h a t  
K o r e a n  A i r  L i n e s  w i l l  b e  p e r m i t t e d  to  p i c k  u p  p a s s e n g e r s  in 
A n c h o r a g e .

P a s s e n g e r s  f l y i n g  t o  K o r e a  f r o m  A n c h o r a g e  n o w  h a v e  to  fl y  to  
T o k o y o  a n d  c h a n g e  p l a n e s  o r  f l y  t o  S e a t t l e  - t o  fl y  d i r e c t l y  to 
Seo ul,  e v e n  t h o u g h  K o r e a n  A i r  L i n e s  s t o p s  in A n c h o r a g e  to  
r e f u e l .

A n y t i m e  t r a d e  m i s s i o n s  f r o m  t h e  s t a t e  h a v e  g o n e  t o K o r e a  t h e y  
h a v e  h a d  to  h a v e  S t a t e  D e p a r t m e n t  a p p r o v a l  t o  f l y  d i r e c t  t o  
S e o u l  f r o m  A n c h o r a g e .

K o r e a n  A i r  L i n e s  is the o n l y \ A i r l i n e s  t h a t  s t o p s  in A n c h o r a g e  

and n o t  a l l o w e d  to p i c k  up p a s s e n g e r s
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SENATE RESOLUTION NO. 30

"A Resolution allowing Korean Airlines to pick up passengers at Anchorage 
airport."

flj 4-»

a
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The Department of Commerce and Economic Development strongly endorses the 
passage of Resolution No. 30.

The advancement of international trade and the diversification of our eco­
nomy through the development of trade is a priority of this Administration. 
Obj-dcJves incluoe attracting investments, increasing labor participation 
in our industries, and improving access to international markets. Obtain­
ing the rights for Korean Airlines to pick up passengers in Anchorage is 

more than a symbolic event. Such a routing by Korean Airlines would give 
Alaska a direct access to our most active trading partner after Japan.

During the past several years, Korea has taken one of the most important 
investment roles of any foreign nation in Alaska's economy. From joint 
ventures in fishing, to coal exports, to in-state construction, Korea has 
provided an infusion of capital which represents a good faith interest in 
a long-term economic relationship with Alaska. Indeed, Korea sees Alaska 
as an ideal location for the development of a stable resource base and as 

a place where it can invest capital in response to increasing pressure by 
the U.S. government to reduce the U.S.-Korea trade deficit which is hover­
ing in the billions. Investment in Alaska is especially attractive to the 
Koreans since they have the opportunity of investing in those resource 
industries which will benefit that nation.

Moreover, Korean construction technology is now rivaling Japan in many 

areas and the Korean construction industry is looking for new outlets or 
markets for this expertise. As Alaska continues to develop its infra­
structure of port facilities and the like and as the State expands its 
industry to include new refineries and other facilities, so will Korea 

continue to operate in our marketplace.

Alaska can ill afford to presume, however, that Korea will develop our 

market potential with us unless our products are competitively priced and 
our citizens, from the government to the private sector, are supportive of 
creating an environment conducive to the expansion of trade. Such support 
can be represented by our own good faith efforts to make access to Alaskan 

markets easy and profitable for the Koreans. The rights to pick up 
passengers would represent successful progress toward creating a good 
trade atmosphere through a new partnership at the international airport.



The rights in question also mean a great deal of future capital for the 

State. Anchorage International Airport already provides millions of dol­
lars of revenue for the State through both stopover rights and passenger 

pick-up rights. Japan Air Lines is the biggest customer of the State with 
millions of dollars generated through landing fees, passenger pick-up 
fees, duty free shopping revenue, and the tourist industry. Korea, how­
ever, is beginning to have more mobility as a national population. Busi­
ness and leisure travel is becoming far more common than it was even five 
years ago as a result of an increase in disposable income and a relaxation 

in visa procedures. The rights in question would serve to stimulate an 
increased interest by the Koreans in developing the Alaskan market as a 
tourist destination rather than as merely a stopover location.

Anchorage International Airport, finally, is facing a very serious future 
issue involving the possibility of airlines establishing overflight routes 
which bypass the airport. The rights in question granting Korean Air 

Lines the ability to pick up passengers in Anchorage could positively 
impact this issue.

International airline landings at Anchorage International Airport have 

increased by 42% from 1981 to 1984. The increase in international land­
ings is projected to continue through the 1980's. However, as the market 

for nonstop flights develops and new aircraft technologies are purchased, 
international passenger flights via Anchorage International Airport will 

likely decrease while nonstop flights over the U.S.S.R. and other routes 
will increase. The Boeing 747-400, expected to be in production in 1988- 

1989 and in use by 1990, will reduce fuel consumption by 10-12% over 
existing 747 aircraft while increasing passenger loads by up to 32%. It 

will have a flight range of 7,000 miles. The nonstop flight from Tokyo to 
London is 5,400 miles.

It is imperative, therefore, that the State work in conjunction with the 
Municipality of Anchorage and other appropriate groups to market Alaska as 

the ideal tourist destination that it is for visitors from the Pacific Rim. 
We also need to develop any other mechanisms which promote an anchoring of 
the international airline community at Anchorage International Airport.
If there is a legitimate passenger market or other inducements for the 
carriers, it is unlikely that Anchorage International Airport would face 

catastrophic losses. However, we must act now to begin the anchoring pro­

cess. The obtaining of the rights permitting Korean Air Lii.es to pick-up 
passengers in Anchorage is a logical and major first step in our process.

toren H. Lounsbury, Commissioner

Date

1t4 6 1O t



Needs of Direct Service between Korea and Anchorage

No direct passenger service of any kind is provided by any U.S. or 

foreign carriers between Korea and Anchorage. Passengers wishing to 

travel between Korea and Alaska must use connecting passenger service 

which is inconveient, time-consuming and infrequent. And existing 

all-cargo service is via intermediate points with limited frequencies.

In the face of this dearth of air transportation service in the Korea 

- Alaska market, there is a great demand and urgent need for such air 

service by passenger and shippers alike.

The pressing need for improved air transportation service between 

Korea and Alaska also has been reflected by numerous expressions by 

support for Korean Air's service in the market by citizens, shippers, 

civic organizations and government officials in Alaska.



ANCHORAGE TRAFFIC RIGHT FOR KOREAN AIR

1. Status of Traffic Right at Anchorage

a) Under the 1978 Memorandum of Understanding between R.O.K. and U.S.A., 

Korean Air has the right to operate to New York via Anchorage with 

stopover right at Anchorage.

b) Under the 1980 Memoradum of Understanding between the two countries, 

Korean Air was granted the right to operate to Anchorage. However, 

this Understanding has not been ratified so that the Anchorage right 

is not in force.

c) In 1983, Korean Air requested an exemption to provide air 

transportation between Korea and Anchorage. However, Korean Air's 

request was denied on the ground that the 1980 Memorandum of 

Understanding was pending.

2. Operating Status at Anchorage

a) Korean Air operates total 40 flights to New York and Los Angeles via

Anchorage as a technical stop as follows ?

Seoul - Anchorage - New York 6 flights per week
New York - Anchorage - Seoul 6 flights per week
Los Angeles - Anchorage - Seoul 4 flights per week
Seoul - Anchorage - New York 6 flights per week
New York - Anchorage - Seoul 6 flights per week
Seoul - Anchorage - Los Angeles 5 flights per week
Los Angeles - Anchorage - Seoul 5 flights per week
Seoul - Tokyo - Anchorage - Los Angeles 1 flight per week
Los Angeles - Anchorage - Tokyo - Seoul 1 flight per week

b) Korean Air also provides 3 round - trip passenger flights between 

Seoul and Europe via Anchorage as a technical stop with all flights.

KE 013
KE 017
KE 015
KE 098
KE 097
KE 084
KE 083
KE 082
KE 081

... / 3. Needs



J a n u a r y  2 4 ,  1 9 8 6

A l a s k a  State Senate 
C om mi t t e e  on T r a n s p o r t a t i o n  
State Capi tol  B u i ld in g 
Pouch V
Juneau, A l a s k a  99811 

ATTN: Ms. E l i z a b e t h  Ziegl er

Dear Ms. Ziegler:

P ur su a n t  to ou r  t e l e p h o n e  c o n v e r s a t i o n  of yesterday, I am 
e n cl os in g the bo o k l e t  e n t i t l e d  " U. S. -Ko rea  A v i a t i o n  Rel at i on s  
and R a t i f i c a t i o n  of the U . S . - K o r e a  1980 M e m o r a n d u m  of U n d e r­
standing." A l s o  i n c lu de d is a two page  " Ex ecu tiv e Su mmary."

I trust that  the i n f o r m at io n and s t a t is ti cs  c o n t a i n e d  in 
these d o c u m e n t s  will  pr ove  ad eq ua te  su pp ort  for the r es o l u t i o n  
b eing co ns i d e r e d  by the A l a s k a  State Senate.

As you m ay  be aware, Ko r e a n  Air has bee n e x e r t i n g  e v e ry  ef fo rt  
for qu ite some time to ob ta i n  a u t h o r i t y  for full traffic 
ri gh ts at Anch or age .

We s in c e r e l y  a p p r e c i a t e  the e ff or ts  b e in g m a d e  by the Al ask a 
State Senate in this regard, and hope that  the seed be ing  
p l an te d t hr ou gh  the r e s o l u t i o n  w il l soon bear fruit.

M a n a g e r
G o v e r n m e n t  A ff ai rs  
A m e r i c a n  R eg i o n a l  Of f i ce  
KO R EA N AIR

E n cl os ur e

: Is

AMERICAN REGIONAL OFFICE * ' L0SS SRESV. (213* 4B4.1900



E x e c u t i v e  S u m m a r v

The Un ite d Sta te s and the R e p u b l i c  of Korea have long 
en j o y e d  c or di al  a v i a t i o n  re la tio ns.  Th es e im po rt an t al lie s have 
w o r k e d  t o g e t h e r  to cr e at e a p r o c o m p e t i t i v e  air m a r k e t  in w h ic h 
c a r r i e r s  from bo t h c o u n t r i e s  ca n o p e r a t e  pro fi t ab ly . However, 
pr o g r e s s  in U .S . - K o r e a  a v i a t i o n  r e l a t i o n s  has r e c e n t l y  been  
st y m i e d  by the r e l u c t a n c e  of the U.S. to ra ti f y  the 1980 
M e m o r a n d u m  of U n d e r s t a n d i n g  (MOU) b e t w e e n  the two nations.

The R e p u bl ic  of Korea s t r o n g l y  d e s i r e s  r a t i f i c a t i o n  of its 
1980 a v i a ti on  a g r e e m e n t  w i t h  the U n it e d  States. It b e l i ev es  that 
the o b s t a c l e s  to i m p l e m e n t a t i o n  of that a g r e e m e n t  have been 
r e mo ve d and that c o n d i t i o n s  now e x i s t  w hi ch  will a l lo w an end to 
the c u r r e n t  d ea dl oc k.

A ser ie s of a i r  t r a n s p o r t  a g r e e m e n t s  b e t w e e n  the U.S. and 
Korea have c o n f e r r e d  s i g n i f i c a n t  a d v a n t a g e s  on U.S. carriers:

The U.S. has d e s i g n a t e d  14 c a r r i e r s  to serve Korea 
while Korea has d e s i g n a t e d  one c a r r i e r  to serve the 
U.S.

—  Cu rr en tl y,  U.S. a i r l i n e s  o p e r a t e  b e t w e e n  Seoul and
fo ur tee n U.S. poin ts . In con tr a st , the Korean c a r r i e r  
is o n l y  a l l o w e d  to serve three po in ts  in the U.S.

U.S. c a r r i e r s  p r e s e n t l y  ha v e u n l i m i t e d  rights to serve 
points be y on d K o re a and in fact serve five such points. 
K orean Air  Lines (KAL) is not a u t h o r i z e d  to se rve  any 
be yon d points.

In a d d i t i o n  to f a v o r a b l e  ro ute  rights, U.S. c a r r i e r s  serv in g 
Korea e n jo y a u t o m a t i c  fare ap pr o va l,  u n r e s t r i c t e d  c h a r t e r  rights, 
and the larg est  a m o u n t  of  c a r g o  s p ac e a l l o c a t e d  to foreign 
c a r r i e r s  at Kimpo I n t e r n a t i o n a l  A i r po rt . These factors, co u p l e d  
wi t h the large vol um e of U.S. Go vernmen. bu sin ess , have en a b l e d  
the three U.S. c a r r i e r s  to c o m p e t e  e f f e c t i v e l y  in the Kor ea n 
m a r k e t  and to d e r i v e  s u b s t a n t i a l  p r o f i t s  from th eir services.

A l t h o u g h  Korea has c l o s e l y  c o o p e r a t e d  w i t h  the U.S. on 
a v i a t i o n  matter s, and in fact, was on e of the first c o u n t r i e s  in 
the w or ld to ac c e p t  a p r o c o m p e t i t i v e  b i l a t e r a l  agre em ent , its 
right to pr o v i d e  s e r v i c e  to the U.S. is far m o r e  r e s tr ic te d than 
o t h e r  nations o f f e r i n g  t r a n s p a c i f i c  servic e. Taiwan, Th ail an d, 
the Ph il ip pi ne s  and J a p a n  all e n jo y g r e a t e r  ro ute rights to the 
U.S. than Korea. Mo reo ver , Korea's c o n c i l i a t o r y  a t t it ud e on 
fares, d es ig n a t i o n ,  and c a p a c i t y  is sue s stands, in stark c o n t r a s t  
to the e x p e r i e n c e  of U.S. c a r r i e r s  in m a n y  Eu ro pea n and Latin 
A m e ri ca n nations.

The rights g r a n t e d  to Korea by the 1980 M e m o r a n d u m  of 
Un d e r s t a n d i n g  r e p r e s e n t  a r e a s o n a b l e  e x p a n s i o n  of its pr es en t 
a u t h o r i t y  to~ser ve  the U.S. In re t ur n for a d d it io na l b e n e fi ts



c o n f e r r e d  on  U.S. c a r r i e r s ,  K A L  w i l l  r e c e i v e  ful l t r a f f i c  ri gh ts  
at A n c h o r a g e ,  an d the s a m e  r i g h t s  w i t h  r e s p e c t  to C h i c a g o  and 
O a k l a n d .  For the f i r st  t i me , the 198 0 a g r e e m e n t  a l s o  p r o v i d e s  
f o r  b e y o n d  r i g h t s  to a s i n g l e  p o i n t  in E u ro pe . K A L ' s  e x p a n d e d  
r o u t e  r i g h t s  u n d e r  the 1980 M O U  are  c o m p a r a b l e  to the r i g h t s  
p r e s e n t l y  e n j o y e d  by o t h e r  A s i a n  n a t i o n s  and  s t i l l  l e a v e  U.S. 
c a r r i e r s  w i t h  a s i g n i f i c a n t  e d g e  o v e r  t h e i r  K o r e a n  c o u n t e r p a r t .

F u r t h e r m o r e ,  the r i g h t s  g r a n t e d  to K A L  are m a t c h e d  by 
g r e a t e r  b e n e f i t s  for U.S. c a r r i e r s  s e r v i n g  Korea. The  te rm s of 
the 1980 M O U  p e r m i t t e d ' -U.S; c a r r i e r s  to c o n s t r u c t  a n e w  c a r g o  
t e r m i n a l  at K i m p o  I n t e r n a t i o n a l  A i r p o r t  fo r  t h e i r  e x c l u s i v e  use. 
F l y i n g  Ti ge r ,  the U.S. a l l - c a r g o  c a r r i e r ,  e x p r e s s e d  its i n t e n t i o n  
to c o n s t r u c t  the K i m p o  c a r g o  f a c i l i t y ,  b u t  r e q u e s t e d  s e v e r a l  
c o n c e s s i o n s  f r o m  the K o r e a n  G o v e r n m e n t  b e f o r e  d o i n g  so. The 
K o r e a n  s i d e  m a d e  e a c h  o n e  of  t h e se  c o n c e s s i o n s ,  i n c l u d i n g :

an i n c r e a s e  in the a g r e e d - u p o n  si z e o c e f a c i l i t y ?  
and

an i n c r e a s e  in th e a m o r t i z a t i o n  p e r i o d  for the f a c i l i t y  
fro m  the t e n - y e a r  p e r i o d  s p e c i f i e d  by K o r e a n  l a w  to a 
t w e n t y - y e a r  a m o r t i z a t i o n  p e r i o d .

A f t e r  o b t a i n i n g  t he se  c o n c e s s i o n s ,  F l y i n g  T i g e r  a d v i s e d  the S t at e 
D e p a r t m e n t  that it no l o n g e r  o b j e c t e d  to the " i m m e d i a t e  
i m p l e m e n t a t i o n  of e a c h  of the  r i g h t s  g r a n t e d  to the K o r e a n  
d e s i g n a t e d  air c a r r i e r "  as s p e c i f i e d  in the 1980 MOU.

F l y i n g  T i g e r  n e v e r  b e g a n  ,c o n s t r u c t  ion of the ne w  c a r g o  
t e r m i n a l  b e c a u s e  it l a c k e d  the n e c e s s a r y  f i n a n c i a l  r e s o u r c e s  to 
c o m p l e t e  it. In ste ad,  the K o r e a n  G o v e r n m e n t  p l e d g e d  its 
c o m m i t m e n t  to b u i l d  the c a r g o  f a c i l i t y  a n d  in fact, h a s  a l r e a d y  
c o m m e n c e d  its c o n s t r u c t i o n .  C o m p l e t i o n  is s c h e d u l e d  for e a r l y  
1986. O n c e  the f a c i l i t y  is f i n i s h e d ,  U.S. c a r r i e r s  w i l l  h a v e  the 
c a p a b i l i t y  to s e l f - h a n d l e  a l l  c a r g o  at Ki m po , f u l l y  i m p l e m e n t i n g  
K o r e a ' s  c o m m i t m e n t s  u n d e r  the 1980 a g r e e m e n t .

W h i l e  the terms of  the 1980 M O U  w i l l  h a v e  b e e n  m e t  by the 
K o r e a n  si de, t her e is no s i g n  tha t the U.S. is p r e p a r e d  to r a t i f y  
the a g r e e m e n t  and i m p l e m e n t  its p r o v i s i o n s .  T hu s,  K A L  w i l l  be 
d e n i e d  the b e n e f i t s  p r o m i s e d  by the a g r e e m e n t  w h i l e  U.S. c a r r i e r s  
c o n t i n u e  to e n j o y  t h e i r  a l r e a d y  s i g n i f i c a n t  a d v a n t a g e s  w h i l e  
r e c e i v i n g  a d d i t i o n a l  r i g h t s  o n  top of that. B e c a u s e  the 
c o m m i t m e n t  of the K o r e a n  G o v e r n m e n t  to c o n s t r u c t  the c a r g o  
t e r m i n a l  at K im po  has  m o o t e d  U.S. o b j e c t i o n s  to r a t i f i c a t i o n ,  it 
s e e m s  g r o s s l y  u n f a i r  to f u r t h e r  d e l a y  i m p l e m e n t a t i o n  o f the 1980 
a g r e a m e n t .

By s i g n i n g  the 1980 M e m o r a n d u m  of U n d e r s t a n d i n g ,  the U.S. 
u n d e r t o o k  a c o m m i t m e n t  to s e e k  its r a t i f i c a t i o n  and a d h e r e  to its 
p r o v i s i o n s .  The U.S. s h o u l d  no w p r o v e  as g o o d  as its w o r d  by 
r a t i f y i n g  and i m p l e m e n t i n g  th e 1980 a g r e e m e n t .
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U . S . - K O R E A N  A V I A T I O N  R E L A T I O N S  AND 
R A T I F I C A T I O N  OF THE U . S. - K O R E A  

1980 M E M O R A N D U M  OF  U ND E R S T A N D I N G

I . I N T R O D U C T I O N

Since the in cep ti on of air t r a n s p o r t a t i o n  betwe en the Un ite d 

S tat es and the R e p ub li c  of Korea, a v i a t i o n  re lat io ns  between the 

two c o un tr ie s have been c or dia l and m u t u a l l y  beneficial.

However, se ve ral  d i f f e r e n c e s  of a m i n o r  nature have recen tly  

th r e a t e n e d  to un de r m i n e  this close and c on st r u c t i v e  relations hip . 

These d i f f e r e n c e s  have ca use d the U.S. thus far to refuse to 

ratify and implement the p r o vi si on s of an April 12, 1980 

M e m o r a n d u m  of U n d e r s t a n d i n g  (MOU) w it h Korea co nc er ni n g air 

tr a ns p o r t  se rvi ces  b e tw ee n  the two cou ntr ie s. The re luctance of 

the U.S. to ra tif y the 1980 MOU has de n ie d s i g n i f i c a n t  ec o no mi c

b e n ef it s to air ca rr ier s on both sides of the Pacific.

The R e p ub li c of Korea s t r on gl y de si re s r a t if i ca ti on  of its 

1980 a v i a t i o n  ag re e m e n t  wi th  the Un i te d States. It belie ves  that 

the o b s t a c l e s  to i m p l e m e n t a t i o n  of that a gr ee me n t have been

r e mo ve d and that c o n d i t i o n s  now exist w h ic h will a ll ow  an end to

the cu r r e n t  deadlock.

This p a pe r will e xp lo re  the p r e s e n t  status of U . S .- Ko re a 

a v i a t i o n  relations, d e s c r i b e  re cen t st eps to resolve the 

o u t s t a n d i n g  issues, and su g g e s t  the a dv a n t a g e s  for both nati ons  

of an e a rl y and eq ui t a b l e  r e s ol ut io n of their differ enc es .
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II. A BRIEF HIS TOR Y OF U . S’.-KOREAN A V I A T I O N  RE LAT IO NS

Ai r services b e tw ee n the U.S. and Korea have been go ve rn ed  

for almost thirty ye ars by the 1957 U.S .-R.O.K. Air Tr ans po rt 

Services Ag re em ent . The air t ra ns por t rights g r an te d by the 

or i gi n a l  a gr e e m e n t  have been  s i g n i f i c a n t l y  e x p a nd ed  through 

several - a m e n dm en ts  to the b a s i c - d o c u m e n t . The latest series of 

n e g o t i a t i o n s  r e s ul t ed  in the 1978 and 1980 av ia ti on  a gr eem ent s 

be t w e e n  the U.S. and Korea.

The 1978 U.S .- R .O .K .  M e m o r a n d u m  of U nd er sta ndi ng , signed ad 

r e f e r e n d u m , s i g n i f i c a n t l y  en ha nc ed  ac c es s and c o m p e t i t i o n  in the 

U . S .- Ko re a air marke t. The U.S. was g i ve n the right to design at  

an un li m i t e d  nu m be r of c a r r ie rs  to p r o v i d e  ser vic e to Korea. 

Moreover, the two co un t r i e s  agreed to a sy st e m of mutual 

d i s a p p r o v a l  of fares and rates, in cr eas ing  the l ik eli hoo d of far 

red u ct io ns  and fare disc oun ts.  In ex change, Kor ean  Air Lines 

(KAL) wS g r a n t e d  tr a f f i c  rights to New York and pa sse ng er  

s t o po ve r rights at Ancho ra ge.  The 1978 MOU also  raised for the 

first time the issue of s e l f - h a n d l i n g  of cargo by U.S. c ar ri ers  

at Kimpo I n t e r n a t i o n a l .A i r p o r t  (Seoul). At the request of the 

U.S. del ega ti on ,  Korea ag re ed  to s p ec ia l p r o v i s i o n s  for cargo 

ha n dl in g by U.S. carrier s.

P ri or to r a t i f i c a t i o n  of the 1978 M e m o r a n d u m  of 

U n d er st an d in g,  the Un it e d States r e q u e s t e d  c l a r i f i c a t i o n  of the 

pro v is io ns  g o v e r n i n g  c a rg o s e l f - h a n d l i n g  at. Kimpo. On M ar ch 14, 

1979, the U.S. A m b a s s a d o r  in Seoul sent a letter to the M i n i s t e r  

of Fore ig n Af f a i r s  s p e c i f y i n g  the h an dl i n g  rights to w hi ch  U.S.
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carrier s would be entitled. In the same letter, the United 

States d e m a n d e d  that the Korean G o v e r n m e n t  construct, or allow a 

U.S. c a rr ie r or U.S. ca rr ie rs  to cons tr uct , a new c a r go  terminal 

for the e x cl us iv e use of U.S. airlines. Even though the 1978 MOU 

was s il e n t  as to the c o n s t r u c t i o n  of a d d i t i o n a l  ca rg o fa cilities 

at K in po  the Kor ea n G o v e r n m e n t  a c ce de d to the Uni te d States' 

request. Fo llo win g r e s ol ut io n of this issue, the United States 

and Korea e xc ha ng ed  d i p l o m a t i c  notes ra ti f y i n g  the 1978 

M e m o r a n d u m  of U nd er st and in g.

One ye ar  after the 1978 a gr ee me n t was ratified, 

r e p r e s e n t a t i v e s  from the United Sta tes  and Korea again me t  to 

d i sc us s air tra ns p or t re la tions b et we en  thy two countries.

During the talks, the Kor ea n  G o v e r n m e n t  re qu e s t e d  an e xp an s i o n  of 

the route sched ule  so that Kor ea n Air Lines could o f f er  service 

to a dd i t i o n a l  po i nt s in the Un ite d St a te s and poi nt s beyond. The 

del eg ati on s, in an April 12, 1980 M e m o r a n d u m  of Un de rs tan di ng,  

co n fe r r e d  on the Ko rea n ca r r i e r  t ra ff ic  rig ht s to Anchorage, 

O a k l a n d  and C h i c a g o  and be y on d rights to one po int in Europe.

T h e .new traffic rights, if implemented, w o u l d  p a r t i a l l y  rect if y 

the route imbalance w h i c h  c ur r en tl y al lo ws  U . S .  ca rr ier s to 

o p er at e fr on ra nv  U i S .  po int s via any i n t e r m e d i a t e  points to any 

poi nt s in the R.O.K. and any poi nt s b ey o ' d  wh ile  re st r ic ti ng  the 

Ko r ea n car rier(s) to only three U . S .  g a t e w a y s  w i t h o u t  any bey ond  

r i g h t s .



The 1980 MOU also p r o v i d e d  tnat the Ko rea n G o v e r n m e n t  would 

give a U.S. c ar rie r (Flying Tiger) the op t i o n  to co ns t r u c t  a new 

ca rg o t er mi nal  at Kimpo. If Flying T i ge r chose not to e x e r ci s e 

its option, the R.O.K. w o u l d  c o n s t r u c t  the fa cil it y itself. The 

size of the fac i li ty  w o u l d  be no less than 2,688 sq uar e me t er s 

and w o ul d allow t o r  both inbound and o u t b o u n d  ca rgo h a n dl in g by 

U.S. carrie rs.  U n d er  the 1980 M e m o r a n d u m  of Un d er st and in g, the 

tra ff ic rights g r a n t e d  to Ko rean A i r  Lines, ex ce pt  the traffic 

rights at Anch or age , wer e to be p h a s e d - i n  and tied to com pl et io n 

of the new ca rgo facility.

A l t h o u g h  a u t h o r i z e d  to c o n s t r u c t  the Ki mpo  c ar go  facility 

and in iti al ly e x p r e s s i n g  interest in do ing  so, Flying Tiger 

de c i d e d  not to proceed. It inform ed  U.S. a u t h o r i t i e s  in May 1983 

that it did not have ade qu a te  f in an ci ng  to build the pr op os e d 

facility. By c h o o si ng  to forego co ns tr uc ti on , Flying Ti ger 

d e la ye d p r o gr es s on the new terminal, p r e v e n t i n g  KAL from 

e x e r c i s i n g  its new t ra f fi c rights u n d e r  the 1980 MOU.

The 1980 M e m o r a n d u m  of U n d e r s t a n d i n g  has not been ratified. 

A l t h o u g h  Korea has r e p e a t e d l y  p r o po se d  its r a t i f i c a t i o n  to the 

U.S. Go ver nm en t,  the Uni ted  States has d e c l i n e d  to ratify the MOU 

on the gr o u n d  that the new c arg o te rmi na l at Ki mpo m u s t  first be 

co m p l e t e d  ( n ot wi t hs ta nd in g the d e c i s i o n  of Flying T i ge r not to 

build the terminal as it o r i g i n a l l y  st at ed  it would). In o r de r 

to re so lv e this issue and p r o c e e d  w i t h  i m p l e m e n t a t i o n  of the 1980 

agreement, the K or e a n  G o v e r n m e n t  has d e c i d e d  that it will 

c o ns tr uc t the Kimpo c a rg o facility. C o n s t r u c t i o n  of the f ac il ity
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is now u n d e r  way and is e x p e ct ed  to be c om p l e t e d  by early 

Febru ary  1986. Wh en  completed, the new facility, w h i c h  will 

ex c ee d 4,032 square m e t e r s  in size, wi ll  ena ble  U.S. ca r ri er s to 

se l f - h a n d l e  inbound, o u t b o u n d  and t ra nsi t cargo at Kimpo. Thus, 

wi t h c o n s t r u c t i o n  of the new cargo facility, the m a j o r  issue 

sta ll ing  im p l e m e n t a t i o n  of the 1980 MOU has been resolv ed 

a c c o r d i n g  to the terms of that a g r e e m e n t  and in a m a n n e r  w hi ch  

sh o ul d be s a t i s f a c t o r y  to the Un ite d States.

III. B E N EF IT S U N DER  THE U . S . - K O R E A  A V I A T I O N  A GR E E M E N T S

Despi te  the g o o d w i l l  that has g e n e r a l l y  pe r va de d  U. S. - K o r e a  

a v i at io n relations, the 1980 M e m o r a n d u m  of U n d e r s t a n d i n g  is no 

clo s er  to r a t i f i c a t i o n  today than it was five years ago. In 

large m ea su re,  the impas se  ov e r r a t i f i c a t i o n  results from the 

p r o t r a c t e d  c o n t r o v e r s y  o v e r  the c arg o fa ci li ty  at Kimpo, an issue 

which, as e x p l a i n e d  above, has now been resolved. However, also 

behind the fail ure  to ratify the 1980 MOU is the view held by 

s o m e _ i n  the U.S. a v i a t i o n  c o m m u n i t y  that the a g re e me nt  is 

"tilted" towards Korea. That is si mpl y not the case. As the 

fo l lo w i n g  ana ly si s d em on st r at es , the e c o n o m i c  rights e nj oye d by 

U.S. c a r r i e r s  under the 1978 and 1980 a g r e e m e n t s  o u t w ei gh  those 

en j o y e d  by KAL. Mor eo v er ,  the b e n ef it s e nj oy ed  by U.S. ca rri ers  

se r vin g Korea will only con ti nu e to gr ow  as the Ko re an  e c on o my  

d e v e l o p s  and-trader;and'.commerce b et we en  the two. co un tri es 

increases.



- 7 -

A. S tr uc tu re  Of The U . S . -K or ea  Air Ma rk et

The U .S . - K o r e a  air m a r k e t  is p r e s e n t l y  served by one Ko rea n 

ca r rie r (Korean Air  Lines) and three U.S. carriers (Pan American, 

N or t h w e s t  and Flying Tiger). Pan Am, Northwest, and KAL cond uct  

both p a s s e n g e r  and c a rg o ope ra t io ns .  Flying Tiger is s t r ic tl y an 

a l l - c a r g o  carrier. . . . . . . .

U nd er the U . S . - K o r e a  bi lat e ra l a g r e e m e n t  as m o d i f i e d  by the 

1978 MOU, the route rights e nj oy ed by U.S. c ar ri ers  are far 

g r e a t e r  than those a l l o w e d  to KAL:

—  Wi t h the right to d e s i g n a t e  an u n l i m i t e d  num be r of 
carriers, tl i U.S. has d e s i g n a t e d  14 carriers to serve 
Korea w hi le Korea has d e s i g n a t e d  one carri er to serve the 
U.S. (Exhibit A, T ab le  4).

—  U.S. ca rr ie rs  ma y p ro vi de  s e r v i c e  between any po i nt s in 
Ko rea and any p oi n t s  in the U.S. Currently, U.S. 
a ir lin es  op e r a t e  b e tw ee n Seoul and fo urt ee n U.S. points. 
In contrast, the K or e a n  c a rr ie r is only all o we d to serve 
three po int s in the U.S. (Exhibit A, Table 5).

—  Wi th  r es pe c t to se r v i c e  be yond each country, U.S.
ca rr ie rs  u n d e r  the exi st in g a g r e e m e n t  have u n l i m i t e d  
rights to se rve  p o i n t s  bey on d Korea wi th  full Fifth 
F re ed om  rights.!/ and in fact serve five such po i nt s and 
de r i v e  s u b s t a n t i a l  e c o n om i c be ne fit s from such services. 
(Exhibit A, Ta bl es  18, 19). KAL is not a u t h or iz ed  to 
s er ve any be yon d points.

The im balance in r ou te rights s e v er el y  limits the 

c o m p e t i t i v e  o p p o r t u n i t i e s  a va il a b l e  to KAL. U.S. ca rri er s can 

now operate, in both dir ec t io ns , from  anv U.S. points, via anv

i nt er m e d i a t e  points, to any points in Korea, and beyond Ko rea to

V"* —  ,-nf .'.'.'/me' _ . •: : --

!./ Fifth F r e e d o m  rights are rights g r a n t e d  carri ers  of one 
c o un tr y to c ar ry  local t r af fi c (i.e., p a s s e n g e r s  and cargo) 
betw ee n the o t h er  c o u n t r y  and a third country.
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anv po int s ot her  than ce r t a i n  C om mu ni s t c o u n t r i e s . ! /  KAL, on the 

other hand, has been l i mi t ed  to the same route rights for 

a p p r o x i m a t e l y  thirty years, w i t h  the si ng le  a d d i t i o n  of traffic 

rights to New York and s t o p o v e r  rights at Anchorage.

In a d d i ti on  to f av or ab le  route rights, U.S. car ri er s serving 

Korea e nj oy  aut om a ti c fare approval, u n r e s t r i c t e d  c h a r t e r  rights, 

and the la rg est  am ou nt  of c a rg o space a l l o c a t e d  to foreign 

carriers at Kimpo I n t e r n a t i o n a l  Airport. These factors, co up le d 

with  the large vo lu me  of U.S. G o v e r n m e n t  business, have enabl ed 

the three U.S. car ri er s to comp ete  e f f e c t i v e l y  in the Kor ean  

ma rk et  and to de riv e s u b s t a n t i a l  prof its  from  their services.

As the Ko rea n e c on om y  co nti nu es to gr o w and as the 1988 

Summer O l y m p i c s  app roach, U.S. carri ers  w i l l  have further 

o p p o r t un i ty  to e xp l oi t their adv an ta ge s u n de r the e x i st in g air 

a gr ee me nt  betw ee n Ko rea and the United States.

B. Total Ma rk et  St at i s t i c s

By any ob je c t i v e  standard, the U.S.-“Korea air m a r k e t  is 

large and rapidly growing. As of O c t o b e r  31, 1984, the n u m b e r  of 

pas s en ge rs  tr av eli ng b e t w e e n  Seoul and v a r i o u s  poi nt s in the U.S. 

reached an annual figure of 496,813, a 69.4% rise ov er  1979. The 

stat ist ics  for ca rgo  t r af fi c  are s im i l a r l y  impressive:

14 1,157,000 po und s of c a r go  ferried b e t w e e n  the ’.S and Korea 

last year, a 93.2% rise o v e r  1979. T he se figures e s t a b l i s h  the

U   In.. acc or da nc e wi th  the 1980 M e m o r a n d u m  of U nd er st an din g, the
K o r e a n■gov e r n m e n t  c o n s i s t e n t l y  has ad v i s e d  the U.S. g o v e r n m e n t  
that this r e st ri ct i on  on be yon d rights wi l l be e li m i n a t e d  
i mm edi at ely  upon r a t i f i c a t i o n  of the 1980 agreement.



U. S . -K or ea  air m ar k e t  as second largest of the tr a ns p a c i f i c  

p a s s e n g e r  m a rk et s (Exhibit A, Table 2), and fourth la rg est  of the 

t r an sp ac ifi c m ar ket s for air cargo (Exhibit A, Table 3).

The U.S. p a r t i c i p a t i o n  in the m a r k e t  has been st e ad il y 

rising o v e r  the past s ev er al years. Since 1978, the number of 

p a s se ng er s enplan ed at Seoul by U.S. c a r r ie r s has g row n at an 

ave ra ge annual rate of 18.2% (Exhibit A, Table 10). O v e r  the 

same period, freight e n p l a n e d  by U.S. c a r r ie r s at Seoul has 

inc re ase d each ye a r by an ave rag e rate of 15.4%. (Exhibit A, 

Table 10). As the t r af fi c carr ied  by U.S. o p er at o rs  has risen, 

so has the number of f li ght s between the U.S. and Korea. In May 

1985, w e e k l y  flights by U.S. carriers se r v i n g  the U . S . -K or ea  air 

m a rk e t  had risen by 31% ove r the prior year. The increas e in the 

number of passenger, flights by U.S. ca rr ie rs  has been 

p a r t i c u l a r l y  dramatic, nea rly  tripling in fre qu enc y over the past 

seven years. (Exhibit A, Table 10A). Mo s t imp ressive of all, 

m e a s u r e d  in terms of ann ual  available seats, U.S. ca rr ie r s will 

provide 60% of p a s s e n g e r  c ap aci ty  in this m a r k e t  in 1985 compar ed  

to the 40% share held by KAL. (Exhibit A, Table 8).

T r a n s l a t e d  into revenue, these figu res  me an  si g n i f i c a n t  

e ar ni ng s for U.S. airlines. Last year, U.S. ca rri er s re ce iv ed  an 

est im at ed  $153 m i l l i o n  from p as se ng er  o p e r a t i o n s  in the U.S.- 

Korea ma rk et . (Exhibit A, Table 13). C a r g o  o p e ra ti on s g e n e r a t e d  

revenue of $68 milli on.  (Exhibit A, Table 14). Total r ev en ue  has 

incr eased .dramatically ov e r the past six years, an up w ar d  trend 

Which sh ows no signs of abating.
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This an aly sis  of the U. S. -K o re a air m a r k e t  c on fi rms  the 

su bs tan ti al be ne fit s r e c e iv ed  by the U.S. u nd er  its avi at io n 

a gre em en t w i t h  the R e p ub li c of Korea. I m p l e m e n t a t i o n  of the 1978 

MOU has d r a m a t i c a l l y  i n cr ea se d revenue and traf fi c for U.S. 

carrier s o pe ra t i n g  flights to Seoul. R a t i f i c a t i o n  of the 1980 

MOU w o u l d  con ti nu e this re c or d of gr o w t h  by e xp an d i n g  the 

c o m p e t it i ve  o p p o r t u n i t i e s  a v ai la bl e to U.S. carriers.

III. A R G U M E N T S  S U P P O R T I N G  R AT IF I C A T I O N  OF THE 1980 M E M O R A N D U M  OF
U N D E R S T A N D I N G

O v e r  the years, the gi ve - a n d - t a k e  of U.S.-R .O. K.  

n e go ti a t i o n s  has p r o d u c e d  a series of a g ree men ts , w h ic h have 

somew ha t impro ved  the imb ala nc e f av or ing  the U.S. u n de r the Air 

T r an sp or t Se rvi ce s A g r e e m e n t  be tw een  the two countries. The 1980 

MOU is no ex ce p t i o n  to this p a t t e r n  of c on t i n u i n g  improvement.

Its terms p r ov id e  for an ex ch an ge  of b e n e fi t s intend ed  to enhance 

c o m p e t it io n in the U . S . - K o r e a  air market. The fo llo wi ng analysi s 

s u mm ar ize s the po li c y  and e c o no mi c ju s t i f i c a t i o n s  for 

r a ti fi ca ti on  of the 1980 MOU, from both the U.S. and Kor ea n 

p e r s p e c t i v e .

A. Korea Has B e e n  E xt re m el y C o o p e r a t i v e  In A v i a t i o n  M at ter s 
W i t h  The U.S.

The R e p u b l i c  of Korea has always been f o r t h c om in g in 

aviat io n rel at i on s w i t h  the U.S. As d e m o n s t r a t e d  by the 

dis c us si on  below, it has a c c o m m o d a t e d  U.S. int erests on s e v e r e 1 

mat t er s re sul ti n g in s i g n i f i c a n t  b en efi ts  for. U.S3r. c a r r i e r s . 

R a ti fi ca ti on  of the 1980 MOU w ou ld  p r ov id e  the basis for
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con t in ui ng  c o o p e ra t io n by the Korea ns in av ia ti on  affa ir s and 

further ce me nt  the co rd ia l ties betw een  the U.S. and one of its 

most d e p e n d a b l e  allies.

1. The 1978 M e m o r a n d u m  of U n d e r s t a n d i n g .

The 1978 U.S .- R .O .K . M e m o r a n d u m  of U n d e r s t a n d i n g  (MOU) was  a 

p r e c e d e n t - s e t t i n g  agre eme nt.  At the time, the'U.S. was 

a g g r e s s i v e l y  pu rs ui ng  an "open skies" policy in bil ate ra l 

a v i at io n a g r e e me nt s w i t h  foreign nations. "Open skies" meant 

g r e a t e r  c o m p e t i t i o n  in int er na ti on al  air m ar k e t s  and was intended 

as the i n t e r na ti on a l c o r o l l a r y  to d e r e g u l a t i o n  at home. A l t h o u g h  

such ag re e m e n t s  we re  u n c o m m o n  at the time. Korea ac ce p t e d  a 

"liberal" b i la te ra l tre at y r ef lec ti ng the p r o c o m p e t i t i v e  p o l i ci es  

of the U.S. Gover nme nt.

Korea was the fi rst m a j o r  co un try  in the Far East and one of 

the first c ou nt r ie s in the world to accept a p r o c o m p e t i t i v e  

bilateral. W h il e m a n y  foreign g o v e r n m e n t s  refused to sign such 

p r o c o m p e t i t i v e  a g r e e m e n t s  in o rde r to p r ot ec t their own carriers, 

Korea did not. Ko re a 's  acc ep ta nc e of such an a g re em en t was 

hailed by U.S. a v i at io n of fi c i a l s  as a m a jo r step in e xt e n d i n g  

the "open skies" po li cy  to Asia. In fact, short ly  af ter  the 1973 

ag r ee m e n t  was concluded, several o th er  Asian nations (i.e., 

Singapore, Tha il an d and Taiwan) f ol lo wed  Korea's lead and a gr e e d  

to p r o c o m p e t i t i v e  b i l a t e r a l  a rr a ng e m e n t s  wi t h  the United States.

Un d er  the "open skies" ap pro ach  of the 1978 MOU, U.S. 

car r ie rs  se r v i n g  Korea en joy  the u n r e s t r i c t e d  right to set fares, 

d e te rm in e fr equ en cy  of service, and select 'routes. This
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co nt ra st s s ha rp ly  with  the rights of U.S. ca rr ie rs  under other 

bil ateral a g r ee me nt s r e g a r d i n g  air  t ra ns p o r t  services including 

those b e t w e e n  the U.S. and some of its m a j o r  trading p a r t n e r s  and 

allies. C o n s i d e r  the following:

—  Many b il a t e r a l s  r es tr ict  the num be r of carri ers  the U.S. 
can de s i g n a t e  to p ro vi de  i n t e r n a t i o n a l  service. The 
a g re em en ts  w i t h  G r e a t  Britain, Canada, Mexico, Italy, and 
the Ph il ip pi ne s,  to name a few, all impose firm  limits or. 
the nu m be r of des ign at io ns .

—  Many of the same ag re e m e n t s  als o limit the routing s over 
w h i c h  U.S. c a r r i e r s  can operate.

—  Many bi l a t e r a l s  pr o v i d e  for u n i l a t e r a l  di s a p p r o v a l  of 
ca r r i e r  fare in itiatives. The ag re e m e n t s  with Germany, 
Sw itz erl an d, and the Uni te d K i n g d o m  pe r mi t prior 
g o v e r n m e n t a l  re vi ew  of fares. .Indee d,  a spate of notices 
of r ej ec ti o n f ro m the B ri ti s h g o v e r n m e n t  last fall 
p r e c i p i t a t e d  a m a j o r  crisis in U. S.-U.K. avi at io n 
r e l a t i o n s .

—  S c he du le s f re q u e n t l y  are s ub je ct  to pr ior  g o v e r n m e n t a l  
review. U nd er  the avi at io n a g r e e m e n t  bet wee n the U.S. 
and G r ea t  Britain, c a rr ie r sc he d ul e increases mu s t be 
n eg o t i a t e d  e ve ry si x months.

S i gn if ic an t ly , these m a t t e r s  have n eve r been the s ub je ct  of 

a d i sp ut e  b et we en  the U.S. and Korea. The 1978 MOU  gave the U.S. 

the right of un li m i t e d  d e s i g n a t i o n  of car riers, wit h no 

r e s t r i c t i o n s  on flight routes or sche dul es . Fares are re vie we d 

a cc o r d i n g  to a m ut u a l  d i s a p p r o v a l  sy s te m u n d er  w hi ch  U.S. 

ca r ri er s are e f f e c t i v e l y  able to set fares as they wish. On 

m a t t e r s  of capacity, as on most  m a t t e r s  inv olving avi ation, the 

U.S. and Korea see e ye -to -e ye.
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2. M o d i f i c a t i o n  of the 1978 M O U .

W h e n  the U.S. sou gh t a dd i t i o n a l  rights for U.S. carriers, 

Korea once a ga in  ac ce de d to its demands. The 1978 MOU was 

m o d i f i e d  to a llo w U.S. cargo c a r r i e r s  g r e a t e r  s el f- h a n d l i n g  

rights at Ki mp o I nt e r n a t i o n a l  Airport. The U.S. r ef use d to 

ra tif y the""T978"'MOU' u n t il  Korea s p e c i f i e d  the s e l f -h an dl in g 

rights that U.S. c a r r i e r s  w o ul d  enjoy. An ad di tio na l conce ssi on,  

one w h ic h a p p a r e n t l y  is uni qu e in the h is to r y of bil ateral 

a gr eem en ts,  involv ed the c om m i t m e n t  of the K or e a n  G o v e r n m e n t  to 

co nstruct, or a ll ow a U.S. c ar ri er  or U.S. c a r r ie rs  to construct, 

a new c a rgo  t er min al  at Kimpo a i rp o rt  for the ex cl us ive  use of 

U.S. airlines.

3. Fifth F r e e d o m  r i g h t s .

Fifth F r e e d o m  rights, e s p e c i a l l y  imp or tan t for U.S. 

carriers, have been  hotly c o n t e s t e d  in n e g o t i a t i o n s  con du c t ed  by 

the U.S. w i t h  o t h e r  nations. Often, the a v a i l a b i l i t y  of Fifth 

F re ed om  rights d e t e r m i n e s  the e c o n o m i c  v i a b i l i t y  of a p ar t i c u l a r  

route. O u t  of a de si re  to p r ot ec t their own carriers, most  

nati ons  are e x t r e m e l y  r e l u c t a n t  to al low  U.S. carri ers  traffic 

rights to po int s in o t h e r  count rie s.  In fact, in the case of a

number of c o u n t r i e s  such as Peru and Greece, the issue of Fifth

F r ee do m rights led to the r e n u n c i a t i o n  or n e a r - r e n u n c i a t i o n  of 

a via tio n a g r e e m e n t s  wi th  the U.S.

Not so in the case of Korea. U.S. ca r ri er s s er vin g Seoul

have full Fifth F re e d o m  rights to serve be yo n d po int s and 

pr e se n t l y  p r ov id e such ser v ic e to Hong Kong, Taipei, Manila,
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Osaka, and Tokyo. Moreov er,  U.S. ca r ri er s m ay  e xe rci se  Fifth 

F r e e d o m  rights beyond Seoul to po int s in the Pe opl e' s R ep ub l i c  of 

China if the 1980 MOU is ratified. S u b s t a n t i a l  traffic is 

g e n e r a t e d  by pre se nt Fifth F r ee do m m ar ket s.  In 1982, the most  

recent y e a r  for wh ich  figures are a va il ab le,  U.S. ca rri er s flew 

197, 179 passengers, be tw ee n Seoul and Tokyo,., and 25, 277 b et wee n 

Seoul and Taipei (Exhibit A, Table 18).

K or ea' s c on ci l i a t o r y  attit ude  on Fi fth  F r e ed om  rights is all 

the mor e rema rka ble  g i ve n the fact that at p r e s e n t  it has no 

s i m i l a r  rights in the U.S. A l t ho ug h the right to serve one 

be yon d p o i nt  in Europe was g r an te d by the 1980 M e m o r a n d u m  of 

U n d e r s ta nd in g,  that right has been held in ab e ya nc e by the 

fail ure  of the U.S. to ratify the 1980 agr eement.

4. Co mm en ce me nt  of service bv U.S. c a r r i e r s .

Korea follows a l a i s s ez -f a ir e a p p r o a c h  wi th  respe ct  to 

s t a r t - u p  service by U.S. carriers. Both B r a n i f f  and Pan Am were 

able to initiate se rv i ce  to Seoul wi t h a m i n i m u m  of bother and 

delay. This is in stark co nt ras t to the d i f f i c u l t i e s  t yp ic al ly  

e x p e r i e n c e d  in Latin Am er ic a  and Japan. T h r o u g h o u t  Cen tra l and 

S ou th America, the p ro bl ems  a s s oc ia te d wi t h s t a rt -u p op e r a t i o n s  

have been  ;■ Jte. C ha ll en ge  Air T r a n s p o r t  e x p e r i e n c e d  p a r t i c u l a r  

d i f f i c u l t y  in G ua te ma la  and Peru, w h e r e  its at te mp ts  to begin 

o p e r a t i o n s  me t delay a f te r delay. B u r e a u c r a t i c  de lays also 

s t al le d the c om me n c e m e n t  of service by U n i t e d  to Japan. The 

J a p a n e s e  relented o n l y . a f t e r  i n t e n s e .p r e s s u r e  from the U.S. 

in cluding several ret al i at or y m e a s u r e s  a ga i n s t  J ap an  Air  Lines.



- 1 5 -

U . S . -K or ea  a v i at io n re'lations hav e n ev er  reach ed  the nadir 

m a r k e d  by United 's  a p p l i c at io n to se rv e Japan. U.S. carriers 

have been free to come and go from S eo ul  p r e t t y  mu c h as they 

p l e a s e .

As indicated by this review of U .S .- R. O. K.  a via ti on 

r e l a t i o n s ,- th e-R epu bl ic of Ko rea has been  c o o p e r a t i v e  and 

fle x ib le  in neg ot ia ti o ns  with the U n i t e d  States. The cordial 

a t t it ud e of the Korean G o v e r n m e n t  has led to pr ag m a t i c  av ia tio n 

ag ree me nt s,  e mp ha si zi ng  a b a l an ce d e x c h a n g e  of e c o n om ic  rights 

and opp o rt un it ie s.  It is ano malous, to say the least, that the 

nat ion  w hi ch has ch a m p i o n e d  "open skies" sh oul d respond to the 

Ko re an  app ro ac h of lowering c o n s t r a i n t s  and pr om o t i n g  c om pe ti ti on  

by r e f u s i n g - t o  rat if y the 1980 M e m o r a n d u m  of Und er sta nd in g.  The 

pr e s e n t  U.S. p o s i t i o n  not only p e n a l i z e s  a trusted A m e r ic an  ally 

but u n d e rm in es  the basis for w ha t  has been up to now a very 

speci al r e l a t i o n s h i p  b et wee n the U.S. and Korea wi t h respect to 

a v i a ti on  affairs.

B. Ra ti fi c a t i o n  Of The 1980 MOU Will G u a r a n t e e  U.S. C ar ri ers  
S u f f ic ie nt  Space For S e l f - H a n d l i n g  Of C a rg o  At Kimpo 
I nt er na ti on al  Airport.

The 1979 le tter from the A m e r i c a n  A m b a s s a d o r  to the Ko rea n 

Fore ign  M i n is tr y secu red  for U.S. c a r r i e r s  the right to s e l f­

handle cargo at Kimpo airport. However, the size of the cargo 

area p r e s e n t l y  used by U.S. c a r r i e r s  p r e v e n t s  them from s e l f­

han dli ng  all freight.
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The co ns tr u c t i o n  of a new cargo f a cil ity  at Ki mp o will  

pro v id e a c on si d e r a b l y  larger space (in excess of 4,032 square 

meters) for the ex cl us iv e use of (J.S. c a rg o carriers. The 

ad di tio n of this space will remove the phy si ca l c on st r ai nt s w hi ch  

c u rr e n t l y  prevent U.S. carriers from s e l f - h a n d l i n g  all their own 

cargo.'" C o n s e q u e n t l y , wi th  the c o n s t r u c t i o n  of the new facility, 

import, export, and transit cargo will  be totally s el f- h a n d l e d  by 

U.S. carriers.

C. The Route Rights Gr an t ed  To KAL U n d e r  The 1980 MOU Are A 
Re a s o n a b l e  Ex pan si on Of Its P r es en t A u t h o r i t y  And Are 
Con s is te nt  Wi t h Si mi lar  Ri ghts G r a n t e d  To O t h e r  Nations.

In a p p r o a c h i n g  the 1980 avi a ti on  neg oti ations, Korea sought 

an e x p a n s i o n  of route rights for KAL. As p r ev io us ly  noted, these 

route rights were s e v e re ly  limited and far less than the r' jhts 

enjoy ed  by U.S. c arr ie rs serving Korea..

Prior to 1978, KAL was re st ri ct ed  to one U.S. r o u t e — from 

Seoul to Los Angeles, via Tokyo anc wi t h a m a n d a t o r y  stop in 

Honolulu. In the 1978 MOU, the U.S., in return for Korea's 

ac c e p t a n c e  of a "liberal" bil at era l agreement, g ra nte d to KAL the 

right to pr ov ide  p a s s e n g e r  and ca rgo  s er vic e to New York, wi t h 

p a s s e n g e r  s t o p ov er  rights (but not traffic rights) at An chorage. 

The 1980 MOU all owe d KAL full traffic (as o p p o s e d  to stopover) 

rights at Anchorage, upon  n o t if ic at io n  by the Korean G o v e r n m e n t  

that it had removed r es tr ict io ns on s e r v i c e  to C om mu n is t nations 

as part of the "beyond rights" of U.S. ca rr ie rs  serving Seoul. 

Under the same agreement, KAL was g i ve n rights to Oaklan d,  upon 

c o m pl et io n of the new c ar go  facili ty  at Ki mpo  In te rna ti ona l
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Airpor t.  One year after the c ar go f a c i l i t y  was completed, KAL 

was to receive rights to Chicago, and one ye ar  after that, beyond 

rights from  one po in t in the U.S. to one p o i nt  in Europe.

The new au th or it y g r a n t e d  to KAL  as pa rt  of the 1980 MOU was 

not gi ve n for "free" but result ed from ne go ti a t i o n s  between the 

U.S. and Korea. -In each case, the new ro ute rights were c lo sel y 

tied to add it io na l be ne fi ts  for U.S. c a r ri er s serving Seoul.

Mo reover, the route rights g r a n t e d  to o t he r co un tries un der 

s i m i l a r  bi lat er al  ag re e m e n t s  are far m o r e  s i g n i f i c a n t  than those 

g r a n t e d  to Korea u nd er the 1978 and 1980 agreem en ts.  O t h e r  Asian 

n a ti on s a g r ee i ng  to p r o c o m p e t i t i v e  b i l a t e r a l  ag re em ent s received 

new route rights in return. Taiwan, for example, pre se nt ly  

e n jo y s  rights to Guam, Honolulu, Seattle, San Francisco, Los 

An g el es , Dallas, and New York, plus be yon d rights to a point in 

Eu ro pe and a point in ei th er  C e nt ra l or S out h America. Thaila nd 

en j oy s rights to New York, Honolulu, Los Angeles, Guam, Seattle 

and one a d d it i on al  point, to ge the r w i t h  b ey o n d  rights to Canada 

and Europe, Even co un t r i e s  w h i c h  have been re str ic tiv e in rights 

g r a n t e d  to U.S. ca rri er s have en jo ye d ri gh ts  c o m pa ra bl e to those 

c o n f e r r e d  by the U. S . - K o r e a  a v i a t i o n  a gre em ent s.  The U.S.- 

P h i l i p p i n e  agr eement, for example, w h i c h  c o n ta in s  strict c ap ac ity  

and d e s i g n a t i o n  li mitations, gr an ts  P h i l i p p i n e  carrie rs  rights to 

Guam, Honolulu, San Francisco, Los An g e l e s  and five points to be 

elected, t o g et he r wi t h be yon d rights to three cou nt rie s to be 

sele cted. . . —  .   :
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D. I m p l e m e n t a t i o n  Of The 1980 MOU Will Mean Better 
Serv ice  For C h i c a g o  And San Fr anc is co / Oa kl an d.

The new  route rights g r a n t e d  to KAL u nd e r the 1980 a gr ee me nt  

will a ll o w a boost in serv ic e to m a r k e t s  w h i c h  at present are 

u n d e r d e v e l o p e d .  Alt ho ug h C hi ca go  and San F r a n c i s c o /O ak la n d 

p re se n t l y  rece ive  servi ce  from U.S. c ar ri e r s  flying to Korea, 

tr a ffi c and revenue g en e r a t e d  by these po in ts  is far g re at e r for 

o t he r t r a n s p a c i f i c  m a rke ts.  For example, there are thi rt y- fo ur  

w e e k l y  p a s s e n g e r  flights to T ok yo  from Chicago, no n- sto p and 

one-stop, w i t h  s i m i l a r  serv ice  from San F ra nc i s c o  49 times a 

week. (Exhibit A, Table 20). C o n tr as t this with the frequency 

of serv ice  to Seoul, w h ic h features only  16 we ek ly  flights from 

C h i c a g o  and 12 fligh ts from  San Fra ncisco. (I d . )

The figu res  for air ca rgo  over  these routes also indicate 

u n d e r d e v e l o p e d  market s. Last ye ar  at Chicago, air c arg o e xp ort s 

to and imports from Korea stood at 11.5% and 14.5%, respectively, 

c o m p a r e d  to the same figures for trade wit h Ja pan  (Exhibit A, 

Ta ble 22). For San Francisco, the p e r c e n t a g e s  are 8.5% and 

13.8%. In o t h e r  cities se rv ed  by U.S. carriers, the air cargo 

figu res  for the U .S . - K o r e a  and U . S . - J a p a n  m a r k e t s  reflect a much 

n a r ro we r gap. (Id.). The a d dit ion  of KAL serv ic e to C hi ca g o and 

O a k l a n d  w ou ld  spur c o m p e t i t i o n  be tw ee n carriers, lower fares, and 

p r o m o t e  the d e v e l o p m e n t  of those ma rk et s.  However, this wil l 

on l y come a bou t if the U.S. impl em ent s the 1980 M e m o r a n d u m  of 

U n d e r s t a n d i n g .
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IV. A C T I O N S  TAKEN BY KO REA  C O N C E R N I N G  THE 1980
MEMORANDUM OF UNDERSTANDING
The 1980 MOU s t i p ul at ed  several un de rs t a n d i n g s .  W h i le  the 

1980 A g r e e m e n t  has not been ratified, the Ko r ea n G o v e r n m e n t  has 

taken the n e ce ss ar y acti on s to i m pl em en t m o s t  of the m e a s u r e s  

ag re ed  upon. U.S. c ar rie rs  have a l r e a d y  been e njo yi ng the 

be nef its  w h i c h  these u n d e r s t a n d i n g s  p r o v i d e  for, such as the 

s e t t l e m e n t  of a s to rag e facili ty p r o b l e m  and ex em p t i o n  of U.S. 

c a r r i e r  g r o u n d  ha nd li ng  eq ui p m e n t  fro m the no rm a l l y  a pp li ca ble  

c us tom s duties.

The m a j o r  issue w h i c h  has p r e v e n t e d  U.S. ra ti f i c a t i o n  and 

i m p l e m e n t a t i o n  of the 1980 M e m o r a n d u m  of U n d e r s t a n d i n g  concer ns 

the c o n s t r u c t i o n  of an a d d i ti on al  ca rgo  fa ci li ty  at Kimpo 

I n t e r n a t i o n a l  Airport. The fol lo w in g a c c o u n t  of the delays 

s u r r o u n d i n g  c o n s t r u c t i o n  of the Kimpo c ar go  fa cil it y is intended 

to d is p e l  any m i s c o n c e p t i o n  that the Ko rea n G o v e r n m e n t  has 

d i s r e g a r d e d  its c o m m i t me nt s  under the 1980 ag re e m e n t  by impeding 

p r o g r e s s  on the new c a rg o terminal. . .

The 1980 M e m o r a n d u m  of U n d e r s t a n d i n g  p r o v i d e d  that the 

Ko rea n G o v e r n m e n t  w ou ld  p r es en t to U.S. c a r ri er s a speci fic  

pr op os al  for the c o n s t r u c t i o n  of a new c a rg o  fac il it y and w o ul d 

pr o v i d e  the op ti on  for U.S. ca rri ers  to c o n s t r u c t  the building. 

The a g r e e m e n t  further p r o v i d e d  that, if the op tio n was not 

ex e rci se d, the Korean G o v e r n m e n t  wo uld  c o n s t r u c t  the f a c i l i t y  on 

its own.
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On  May 8, 19.80, less than four w e e k s  a f te r the a g r e e m e n t  was 

signed, the Ko r ea n G o v e r n m e n t  p r e s e n t e d  its sp ec if ic  p r o p o s a l  for 

co n s t r u c t i o n  of the new c a rg o f a c i l i t y  to the U.S. carriers. The 

proposal, w h i c h  was a c c o m p a n i e d  by p r e l i m i n a r y  design sketches, 

c o n t e m p l a t e d  a f a c i l i t y  of 2,688 s q u a r e  m e t e r s  wh ic h w o u l d  be 

er e c t e d  i m m e d ia te ly  a d j a c e n t  to the s p a ce  then being a l l o c a t e d  to 

the U.S. car riers. In a le t t e r  d at ed  June 13, 1980, Flying Ti ger  

n o t i f i e d  the Ko re an  G o v e r n m e n t  that it was e x e r c i s i n g  its op tio n 

to c o n s t r u c t  the fa ci li ty  and r e q u e s t e d  that the fa c il it y be 

e x p a n d e d  to c o m p ri se  4,032 sq uar e mete rs.

O n N o v e m b e r  17, 1980, the F'r ean  a u t h o r i t i e s  a ppr ov ed Flying 

Ti g er' s request, su bj ec t to the r e q u i r e m e n t  that the fac il it ie s 

be c o n s t r u c t e d  in c o n f o r m i t y  w i t h  a p p l i c a b l e  Ko re an  laws and 

r e g u l a t i o n s  and that, upo n com ple ti on , title to the fa cil it y be 

t r a n s f er re d  to the Ko r ea n G o v e r n m e n t  as p r e s c r i b e d  by the 

N a t i o n a l  P r op er ti es  Act, a r e q u i r e m e n t  w h i c h  all c om pa ni e s in 

Korea m u s t  c o n f o r m  to.

In the mo nt hs  f ol l o w i n g  the a p p r o v a l  of its proposal, Flying 

T i ge r di d  not su bmi t c o n s t r u c t i o n  p l a n s  or o t h e r  in for ma ti on  

r eg ar din g the f ac il ity  to the Ko re a n  au th o rit ies . Six mo n t h s  

later, Fly in g Ti ger s u b m i t t e d  to K or e a n  a u t h o r i t i e s  a dr aft 

a gr ee m e n t  to lease p r e mi se s loca ted  at K im po  in or der to de v e l o p  

and c o n s t r u c t  a ca rgo f a c i l i t y  c o n s i s t i n g  of 3,360 square meters. 

Beca use  the d raf t a g r e e m e n t  s u b m i t t e d  by Fl yin g T ig er c o n t a i n e d  

terms in co ns i s t e n t  wi th  rel ev an t Ko re an  laws, the Korean 

authorities- a dv is ed Fl yin g Ti ger  that its d raf t a gr e e m e n t  did not



- 2 1 -

con fo r m to Korean law and pr ov i d e d  Fl y in g T ig er  with the 

a p p r o p r i a t e  forms and p r o c e d u r e s  to be f o l l ow ed  in co nn e c t i o n  

w i t h  c o n s t r u c t i o n  of the facility. In June 1981, Korean 

o f fi ci al s a dv is ed  the Un i t e d  States of the recent d e v e l o p m e n t s  

c o n c e r n i n g  the cargo f a c i l i t y  at Kimpo.

On Ju ly  13,’'1981, no tin g that Fl y in g Tiger's delay was 

h o ld in g up i mp l e m e n t a t i o n  of the 1980 M e m o r a n d u m  of 

U n d e r s ta nd in g,  the K o r e a n  M i n i st ry  of T r a n s p o r t  sent a le tte r to 

Flying T i g e r  re qu est in g it to co mme nc e c on st r u c t i o n  "at the 

e a r l i e s t  p o ss i b l e  date". Kor ea n of fi c i a l s  advised the U.S. State 

D e p a r t m e n t  of the M i n i s t r y  of T r a n s p o r t ' s  letter to Flying Tiger. 

Flying T i g e r  did not r e s p o n d  to the letter.

O v e r  the next t h i r te en  months, Flying Ti ger informally 

raise d s ev er al  obj ec ti on s,  through the U.S. Embassy in Seoul, 

c o n c e r n i n g  e xi st i n g  K o r e a n  laws g o v e r n i n g  the c o n st ru ct io n of 

f a c il it ie s at Kimpo A i r p or t.  The p r i n c i p a l  ob jection c o n c e r n e d  

the a p p r o x i m a t e l y  ten y e a r  a m o r t i z a t i o n  per io d sp eci fi ed in 

Korea n law —  a r e q u i r e m e n t  w hi ch  a pp li e d to all facil it ies  

c o n s t r u c t e d  by Korean Air  Lines or any o th er  private c o m p a n y  at 

Kimpo A ir por t.  On Ju n e 15, 1982, the Ko re an  au th ori tie s advi se d 

Flyin g T i g e r  that it w o u l d  be a l l o w e d  to amort ize  the ne w cargo 

facil ity  o v e r  20 years and r eq ue st ed  "timely co ns t ru ct io n of the 

air c a rg o fac il i ty  for ea rly  i m p l e m e n t a t i o n  of the M e m o r a n d u m  of 

U n d e r s t a n d i n g " .  The U.S. Embassy in S eo ul  also was a dv i s e d  of 

this f a c t . -
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Bv letter dated April 28, 1983, Fl yin g Tiger a dv is ed  the 

Dep ut y A s si st a nt  S e c r e t a r y  cf State that Flying Tiger was 

a c c e p t i n g  the last p r o p o s a l  of the Ko r ea n  Gover nm ent  for 

c o n s t r u c t i o n  of the c a r go  terminal at Kimpo. In the same letter, 

Fl yi ng T ig er  also s t a t e d  that it was w i t h d r a w i n g  "all obj ec ti on s 

to the immediate i m p l e m e n t a t i o n  of each of the rights g r an t ed  to 

the Ko re a n  des ign ate d air carrier" as s pe c i f i e d  in the 1980 

M e m o r a n d u m  of Unders tan di ng.

O n  May 10, 1983, Flying Ti ge r st at ed  in a letter to the 

Dep ut y As si st an t S e c r e t a r y  of State that it did not have the 

n e ce ss ar y financing r e s o u r c e s  to build the propo sed  fac il i ty  at 

Kimpo:

Un de r the Korean G o v e r n m e n t ' s  proposal, no 
fi n an ci al  aid is a v a i l a b l e  nor can the building 
itself be used as c o l la te ra l for a con st ruc tio n 
loan. The lack of those ad va nta ges , combined with 
Fl yin g Tiger's c u r r e n t  financi al  condition, compel 
the carri er  to f o r e g o  at this time its option to 
build.

Fly in g T ige r has yet to advise the Ko re an  Gover nm ent  as to its 

in t e n t i o n s  with  respect to the c o n s t r u c t i o n  of the facility.

In o r de r to resol ve  the issue and p r o c e e d  with 

i m p l e m e n t a t i o n  of the 1980 M e m o r a n d u m  of Understanding, the 

Ko r ea n G o v e r n m e n t  has u n d e r t a k e n  the c o n s t r u c t i o n  of the Kimpo 

c a rg o f a c i l i t y  which has been d el ay ed  by Flying Tiger's inaction. 

The new fa ci li ty  will e n a b l e  Flying T ig er  and Nor thwest (and Pan 

Ame ri ca n,  should it so desir e)  to s e l f - h a n d l e  inbound, o u t b o u n d  

and t ra ns it  ca rgo at Kimpo. The U.S. ca rr ier s will have 

e x c l u s i v e  use of the f a c i l i t y  on rental terms comparable to those



cur re nt ly  being en j o y e d  by the carriers. Wit h the a d d i t i o n  of 

the new building, U.S. ca rr ie rs  will have exc lusive use of 

a p p r o x i m a t e l y  on e- t h i r d  of the cargo area at Kimpo, w i t h  all 

o th er c a rri ers  - in c lu d i n g  Kor ean  A i r  Lines - jointly s ha ri n g the 

re m ai nin g space.

W h e n  all of the facts s u r r o u n d i n g  c o n st ru ct io n of the-new 

ca rg o fa ci li ty  at K i m po  are taken into account, the only p o s si bl e 

co n c l u s i o n  must be that the Ko rea n G o v e r n m e n t  has d em on s t r a t e d  

good  faith - and c o n s i d e r a b l e  g o o d wi ll  - in its eff >rts to 

imp le me nt  not only this m a j o r  issue but all issues of the 1980 

M e m o r a n d u m  of Un de rst and in g. The 1980 a g r e e m e n t  requir ed the 

Korean au th or it ie s to p r e s e n t  a pr op os al  for the facility, and 

they did ‘so.' Flying T i g e r  ex er ci se d its op tio n to c on s t r u c t  the 

facility, and the K or e a n  au t h o r i t i e s  u rg ed  the carrier to get on 

with the work. Flying T i g er  re qu es te d  an increase in the size of 

the fa c il it y by 50 p er ce nt,  and the Ko re an  a uth ori ti es agreed. 

Flying T i g e r  requested relief from Ko re a n  re gulations g o v e r n i n g  

am o rt iz at io n,  and the K or e a n  a u t h o r i t i e s  agreed. And, once 

Flying T i g e r  decided tha t it wo uld  not go forward with the 

fa ci lit y due, in part, to its own fi na n c i a l  condition, the Korean 

G o v e r n m e n t  stepped f o rw ar d to c on st r u c t  the m u l t i - m i l l i o n  d ol l a r  

project. Such  a record har dl y s u p p or ts  the notion that the 

R eo ubl ic  of Korea has ig no re d its c o m m i t m e n t s  under the 1980 

M e m o r a n d u m  of Un de rst and in g.
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V. CO NC L U S I O N

For the past five years, the Un it ed  States and Korea have 

been d ea d l o c k e d  over im pl em en t a t i o n  of their 1980 air transport 

agre em ent . While Ko re a has on several o cc a s i o n s  pr opo se d formal 

r a t i f i c a t i o n  of the 1980 MOU, the Un ited States has s t e a d fa s tl y 

r e f u s e d , c it in g- t h e - l a c k  of pro gr es s on a new cargo facil ity  at 

Kimpo.

The co mmitment of the Korean G o v e r n m e n t  to c on st ruc t the 

cargo termin al at K i m po  has m oo t e d  U.S. o b je ct io ns  to 

ra ti fication. With c o n s t r u c t i o n  a lr ea dy  started, the interests 

of the U.S. are no lo ng e r  served by a co nt i n u e d  refusal to ratify 

the 1980 agreement. In fact, further d ela y in i mp le men ti ng the 

1980 MOU will deny s i g n i f i c a n t  ec on o m i c  b en ef its  and c o mp et it iv e 

o p p o r t u n i t i e s  in the U. S . - K o r e a  air market.

By signing the 1980 M e m o r a n d u m  of Un der st an di ng , the U.S. 

u n d e r t o o k  a c o mm it me nt  to seek its ra ti fi c a t i o n  and adhere to its 

p r o v i si on s.  The U.S. sho uld  now p ro ve  as good as its word and 

i mp le men t the 1980 ag reement.



T A B L E  OF  C O N T E N T S

EXHIBIT A

Title

Korea is the Second Largest Transpacific Passenqer Market

Korea is the Second Largest Transpacific Passenaer 
Market, Passenger Statistics Between the U.S. and 
Selected Asian’Points, 1978-1984

Korea is the Fourth Largest Transpacific Air Cargo 
Market; Air Cargo Exports/Imports Between the U.S. and 
Selected Asian Points, 1979-1984

The United States Has Made Extensive Use of its Multiple 
Designation Rights; Carriers Designated to Serve 
U.S.-Republic of Korea Markets, U.S. and ROK Flags

U.S. Carriers Serve More U.S. Points Than the Single 
Korean Carrier Does; Single Plane Service* Provided 
Between the U.S. and the Republic of Korea by Flag of 
Carrier, Spring 1985

U.S. Carriers Offer More Service to More Points than the 
Single Korean Carrier Does; Number of Passenger Flights 
Between Republic of Korea and the U.S. by U.S. Points 
(One way basis per week), Sprinq, 1985

U;S. Carriers Offer More Service to More Points than the 
Single Korean Carrier Does; All Cargo Flights Between 
Republic of Korea and the U.S. by Flaa of Carrier (One 
way basis per week), Spring 1985

U.S. Carriers Offer More Capacity Than the Sinqle Korean 
Carrier Does; Annual Available Seats In Scheduled Service 
Between the U.S. and the Republic of Korea, 1978-1985

U.S. Carriers Offer More Capacity Than the Sinqle Korean 
Carrier Does; Weekly Passenger Capacity, U.S.-Korea, by 

Flag of Carrier, 1978-1985

U.S. Carrier Enplanements at Seoul Are Large and Are 
Rapidly Growing; Traffic Enplaned at Seoul by U.S. Flag 
Carriers, 1978-1984

Changes in Weekly Passenger & Cargo Flights by U.S. Flaq 
Carriers Between U.S. and Korea



11 Korea is Fourth Most Active Point for U.S. Carriers in

the Pacific; Revenue Passengers Enplaned by U.S.
Carriers, 1980 - 1984, Scheduled Service

12 Korea is Fourth Most Active Point for U.S. Carriers in
the Pacific, Tons Revenue Freight Enplaned by U.S. 
Carriers, 1980-1984

13 U.S. Carriers Derive More than $153 Million in Revenues
From Passenger Service To/From Korea

14 U.S. Carriers Derive More Than $ 6 8  Million in Revenue
From Carriage of Freight To/From Korea

15 U.S. Carriers Serving Korea Have Access to Large Fifth
Freedom Markets

16 U.S. Carriers Servina Korea Operate Substantial Capacity
in the Fifth Freedom Markets; Service Provided by U.S. 
Flag Carriers in Fifth Freedom Sectors To/From Seoul, 
1978-1984 and Estimated 1985

17 U.S. Cargo Carriers Serving Korea Conduct Substantial
Fifth Freedom Operations; Service and Capacity Provided 
by U.S. Cargo Carriers Over Fifth Freedom Sectors To/From 
Seoul, 1978-1984 and Estimated 1985

18 U.S. Passenger Carriers Serving Korea Derive Substantial
Benefits from Fifth Freedom Markets; Traffic Over Fifth 
Freedom Sectors Into/Out of Seoul

19 U.S. Cargo Carriers Serving Korea Derive Substantial
Benefits From Fifth Freedom Markets; Traffic Over 
Non-U.S. Sertors Into/Out of Seoul

20 Chicaqo and San Francisco are Relatively Underserved to
Korea Considering Their Size and Importance; Weekly 

Non-Stop and One-Stop Passenger Fliqhts, May 1985

21 Chicago and San Francisco Are Relatively Underserved to

Korea Considering Their Size and Importance; Weekly Cargo 
Flights, May 1985

22 Chicago and San Francisco are Relatively Underserved to
Korea; Using Japan as an Index, Air Freight in the 
Chicago-Republic of Korea Market Lags Behind New York/Los 

Angeles - Republic of Korea Markets (Where KAL Provides 
Service)

23 Measured Aqainst USA-Jaoan Air Freight. Markets, The 
USA-Republio of Korea Markets Mcst Laggard Are Chicago 
and San Francisco, 1979-1984



T A B L E  1

KOREA IS THE SECOND LARGEST TRANSPACIFIC PASSENGER MARKET

1983

Passenaers

Between USA and:

Japan 3,670,090

Republic of Korea 458,999

Hong Kong 400,978

Taiwan 280,922

Singapore 112,727

Note: The source data (US Immigration & Naturalization Service reports) 
freauently understate traffic levels in certain transpacific 
markets because reporting carriers fail to report true on-flight 
origin-destination and instead report only the first foreign port 

of arrival or last foreign port en route to the U.S. Thus, a 
Seoul-bound, passenger on Los Angeles-Tokyo-Seoul flight may be 
recorded as a U.S.-Japan passenger rather than US-Korea.
Similarly, a Hong Kong boardinq passenger on a Hona Kong-Tokyo-Los 
Angeles flight may be recorded as a Japan-US passenger,

Source: USDOT/I&NS.



KOREA IS III! SECOND I ARC! SI IIIANSI’ACIE  1C PASSENGER HARKEI

PASSENGER SIAIISIICS BE I WEI N 

HIE U.S. AND SELECIEI) ASIAN POINIS 

19/0 - 1904

U.S. •Japan U.S.-Singapore U.S.-Hong Kong U.S. -Taiwan U.S . Korea

Year Number Growth Number Growth Humber Growth Number t Growth Number Growth

19/0 2,560,923 0,905 . 142,000 - 16B.720 | - 183,571
y

19/9 3,0/3,505 19.6X 35,450 290.2X 272,739 92. IX 179,956 ; 6.7t 293,204 59.fit

1900 3,1/7,994 3.4 00,931 150.0 363,296 33.2 203,447 ; 13.1 411,352 40.3

I9ni 3,352,066 5.5 115,612 30.0 342,605 (5.7) 235,800 15.9 406, 717 (1.1)

1902 3,527,032 5.2 124,506 7.0 324,244 (5.4) 263,362 11.7 457,600 12.5

1903 3,670,090 4.1 112,727 (9.5) 400,970 23.7 200,922 6.7 450,999 0.3

YE 10/31/04 4,154,767 13.2 100,521 (10.0) 540,209 34.7 333,047 10.6 496,813 L I

Average Growth

19/0-1904 8.5X 77.OX 20.OX 12. IX 20.01

1/ Northwest nn strike 04/?9/7Q - 00/I4//0.

Source: USDOT/IINS.
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KOREA IS IIIE FOURTH T ARGES! lRANSPACIflf .  AIR CARGO HARKE T

AIR CARGO EXPORTS/IMPORTS OE TWEEN 

IIIE U.S. Allll SELECTEO ASIAN I’OIHIS 

1979 - 19114

U.S.-Jap an U.S.-Singapore

Year 1,000 Pounds Growth 1,000 Pounds Growth

1979 317,003 - 44,065 -

1900 370,577 5.3X 45,005 4.OX

1901 341,449 3.9 57,506 14.6

190? 377,049 (4.0) 50,07? 10.6

1903 400,673 74.7 03,97? 44.5

1904 506,150 4J.4 109,715 30.1

Average Growth

1979-1904 14.It 70.BX

U.S.-llonq Kong U.S.-Taiwan  U.S. Korea__

T .000 K iun Js  Growll i ~  I .O O P  Pounds Growth 1,000 Poun Js "G r o w If T

177,67?

170,134 

1 j 5, 9?3 

116,ISI 

190,395 

756,139

>--- — ::

91,410 • 73,068 .

(S.9)< 09,95? ( 1.6)X 68,135 ( 6 .B J X
13.1 110,096 77.4 77,300 13.6

0.7 110,977 0.1 91,66? 10.5

39.0 173.754 46.0 130,775 47.1

34.5 717,717 75.0 141,157 0.4

16.3X 70.OX 15.?X

Source: US Department of Conmerce, Bureau of the Census, IT-155, U .S. General Imports, 1979-1984, and FI-455, U.S. Exports, 1979-1904.
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TA3LE

THE UNITED STATES HAS MADE EXTENSIVE USE 

OF ITS MULTIPLE DESIGNATION RIGHTS

CARRIERS DESIGNATED TO SERVE U.S.-REPUBLIC OF KOREA MARKETS,

U.S. AND ROK FLAGS

Korea

Korean Air Lines

United States

Northwest Airlines

Pan American World Airways

The Flyina Tiger Line

8raniff Airlines

World Airways

Hawaiian Air Lines

Trans Carib Air Inc.

Trans International Airlines 

American Airlines 

Continental Airlines 

Trans World Airlines 

United Airlines 

United Air Carrier 

Jet Charter



T A B L E

SINGLE PLANE SERVICE* PROVIDED 

BETWEEN THE U.S. AND THE REPUBLIC OF KOREA 

BY FLAG OF CARRIER 

SPRING 1985

U.S. C A R R I E R S  S E R V E  M O R E  U.S. P O I N T S

T H A N  T H E  S I N G L E  K O R E A N  C A R R I E R  DOES

Points in the USA Linked to ROK and Served by: ..........

- ROK Carrier -USA Carriers

Honolulu Chicago

Los Angeles Dallas/Fort Worth

New York (JFK) Detroit

Honolulu

Guam

Houston

Minneaoolis/St. Paul 

New Orleans 

New York (JFK)

Philade1Dh i a 

San Francisco 

Seattle 

Washington

Los Angeles (to start June 6 )

* Includes flights with single flight numbers even thouah flight 

requires a change of gauge.

Source: Official Airline Guide, Worldwide Edition, February and April,

1985.

m



T A B L E  6

NUMBER OF PASSENGER FLIGHTS BETWEEN 

REPUBLIC OF KOREA AND THE U.S. BY U.S. POINTS

(One way basis per week)

Spring, 1985

U.S. C A R R I E R S  O F F E R  M O R E

S E R V I C E  T O  M O R E  P O I N T S  T H A N  T H E  S I N G L E

K O R E A N  C A R R I E R  DOE S

Between ROK and:

February, 1985 May, 1985

ROK

Carriers

"us—
Carriers

H l O K
Carriers

US
Carrier;

Chicago 0 10 0 13

Dallas/Fort Worth 0 0 0 2

Detroit 0 1 0 0

Guam 0 2 0 2

Honolulu ,16 20 15 18

Houston 0 ■3 0 2

Los Angeles 22 0 24 2 y

Minneapolis/St. Paul 0 1 0 0

New Orleans 0 3 0 2

New York 8 • 4 10 12

Philadelphia 0 1 0 0

San Francisco 0 17 0 16

Seattle 0 11 0 10

Washington 0 4 0 4

1/ Northwest Airlines service to start June 6 .

Source: Official Airline Guide, Worldwide Edition, February and April, 1985.



T A B L E  7

ALL CARGO FLIGHTS BETWEEN 

REPUBLIC OF KOREA AND THE U.S. BY FLAG OF CARRIER 

(One way basis per week)

Spring 1985

U.S. C A R R I E R S  O F F E R  M O R E

S E R V I C E  T O  M O R E  P O I N T S  T H A N  T H E  S I N G L E

K O R E A N  C A R R I E R  DOES

Between ROK W

Week Ending 

March 18, 1985
n r

and: Carrier Carrier Carrier

Chicago 0 9 0

Los Angeles 12 7 12

New York 10 9 10

San Francisco 0 8 0

Seattle 0 1 0

Week Endinq 
Mav 5, 1985

U T ~

Carriers

9

7 

9

8
•5

Source: Official Airline Guide, World Wide Edition, March and April 1985.



T A B L E  S

ANNUAL AVAILABLE SEATS 
IN SCHEDULED SEf”'TCE 

BETWEEN THE U.S. AND THE k u V B L I C  OF KOREA 
1978-1985

U.S. C A R R I E R S  O F F E R  M O R E  C A P A C I T Y

T H A N  T H E  S I N G L E  K O R E A N  C A R R I E R  DOES

* of
Year Flaa To/From SEL Beyond Total Tota

1978 ROK 330,642 330,642 47*
USA 368,784 • 368,784 53*

£957*26 - 699,426 100*

1979 ROK 482,911 • 482,911 52*
USA 423,696 13,936 437,632 48*

906,607 - '9307543 100?

1980 ROK 559,143 559,143 44*
USA 555,490 161,096 716,586 56*

1,114,633 161,096 1,37577'29 100?

1981 ROK 540,579 540,579 50*
USA 412,893 122,798 535,691 50*

953,472 122,798 1,0757273 100?

1982 ROK 574,236 a. 574,236 52*

USA 373,906 153,660 527,566 48*
948,142 T£37oo0 1,101,502 TOO?

1983 ROK 682,851 682,851 51*
USA 452,764 215,124 667,888 49*

1,135,610 215, 124 1,350,739 100?

1984 ROK 6 /" 556 673,556 44*

USA 631,573 220,246 851,825 56*

1,305,135 220,’245 1,525,381 100*

1985 (Projected)!/

ROK 780,390 m 780,390 40*
USA 882,687 280,137 1,162,824 60*

1,5537(577 280,137 1,943,214 100*

]_/ Based on February and May 1985 actual plus second half 1985 projected 
on relationship of second half 1982-1984 to first half of 1982-1984.

Source: Official Airline Guides, February, May, Auqust and November of
each year.
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T A B L E  10

U.S. CARRIER ENPLANEMENTS AT SEOUL 

ARE LARGE AND ARE RAPIDLY GROWING

TRAFFIC ENPLANED AT SEOUL 

BY U.S. FLAG CARRIERS: 1978-1984

Passengers Enplaned

TotalNWA PAA BNF

1978 76,652 76,652

1979 114,655 1,340 115,995

1980 108,677 - 10,204 118,881

1981 131,346 - - 131,346

1982 148,302 - - 148,302

1933 153,975 13,836 - 167,811

1984 153,151 46,114 - 199,265

Average Annual Growth

Freight Enplaned (Tons)
rlL ' NWA PAA"' 3 N r Total

1978 9,755 2,977 - 12,733

1979 5,558 4,276 - 44 9,878

1980 7,624 5,972 - 51 13,647

1981 7,776 7,136 - - 14,912

1982 10,194 6,378 - - 16,572

1983 15,848 10,364 331 - 26,543

1984 14,369 10,348 699 - 25,416

Average Annual Growth

Annual

Growth

+51.3^ 

+ 2.55 

+10.55 

+12.95 

+13.25 

+18.75

+18.25

Annual
Growth

-22.45 

+38.25 

+ 9.35 

+11.15 

+60.25 

- 4.35

+15.4%

Source: CAB Forms 41.



T A B L E  10A

CHANGES IN WEEKLY PASSENGER & CARGO FLIGHTS 
BY U.S. FLAG CARRIERS BETWEEN 

U.S. AND KOREA

Passenger All Cargo Total Inoex 1978 = TOO

Hay 1978 16 13 29 100

May 1979 20 18 38 131

May 1980 32 16 48 166

May 1981 24 14 38 131

May 1982 20 14 34 117

May 1983 20 14 34 117

May 1984 30 18 48 166

May 1985 46 17 63 217

Source: Office Airline Guide, May of each year; Air Cargo Guide, May of 

each year.
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TABLE 13

U.S. CARRIERS DFRIVE MORE THAN $153 MILLION IN REVENUES FROM 

PASSENGER SERVICE TO/FROM KOREA

Passenqers Miles Tassenaer Miles
(TOT

Seoul-Seattle/Beyond

- Anchorage/Beyond

- West Coast/Beyond 
via Tokyo 
Subtotal

96,520 (1) 

780 (1)

1 1 0 , 6 8 8  (2 ) 
T U T T m 6,154 (4) 1,279,958

- Taipei 25,277 (1) 917 23,179

- Manila 346 (I) 1,629 564

- Tokyo 62,993 (3) 762 48,001

Total 1982 296,604 (3) 1,351,702

Growth to 1984 @ 3 4 . 4 %  (5)

Total Revenue @ yield of 
8.45^/RPM (6 )

1,816,687 

SI 53.510.093

Notes: (1) Revenue traffic by fliqht stage per ICAO Diqest of Statistics 

No. 300 (1982).

(2) Estimated U.S.-SEL traffic via TYO @ 115% of SEL-SEA/beyond 
shown above, per relationship of frequencies in 1982.

(3) Total NWA enplaned traffic at SEL in 1982 was 148,302. 
Therefore, total traffic estimated at 296,604 (148,302 x2). 
All other traffic shown above totals 233,611, leavinq a 
residual of 62,993. This traffic, regarded as fifth freedom 
traffic, brings total SEL-TYO flow to 173,681 (62,993 + 
110,688). The resultant 173,681 is 23,498 less than the ICAO 
recorded traffic flow of 197,179.

(4) Average mileage of flight routings in 1982 between SEL and 
first (or last) U.S. mainland point.

(5) Growth in traffic from 1982 to YE 10/31/84 -er enplanements 
at Seoul per Table 10. Part of growth attributable to 
entrance of Pan American in market.

(6 ) NWA experience in scheduled trans Pacific service in 1984.



TABLE 14

U.S. CARRIERS DERIVE MORE THAN $ 6 8  MILLION 

IN REVENUE FROM CARRIAGE OF FREIGHT TO/FROM KOREA

Year 1984 - U.S.-Korea freight 
carried by U.S. flag carriers 28,757.2 tons (1)

Northwest/PAA (2) - 43.52 12,509
Flying Tiger (3) - 56.5% 16,248

Mileaae - NWA (3) 5,540
TTL (3) 6,483

Ton-Miles - NWA 69,299,860
- FTL 105,335,784

Total 174,635,644

Yield/RTM (4) 39*

Revenue Total 68.107,901

Notes (1) Per Department of Commerce, Bureau of Census.

(2) Distribution based on enplanements at SEL

NWA/PAA 11,047 43.5%
FTL 14,369 56.5
Total 2 b ,4 ib 100.0%

(3) Mileage as flown between SEL and first (last) U.S. mainland 
point by all-cargo aircraft.

(4) NWA and FTL yields on transpacific operations are the same. 
PAA's is 42*/per ton mile but PAA share of traffic was minor.



TABLE 15

U.S. CARRIERS SERVING KOREA 

HAVE ACCESS TO LARGE C IFTH FREEDOM MARKETS

(Origin-Destination Traffic)

C i t y

Total Passengers,
All Carriers, Year Ending 31 December 1983________

U.S. I-lag
To SEL From SEL Total Carrier Now Serving

3rd/4th Freedom 

Honolulu 
Los Angeles 
New York

Total
Average

5th Freedom 
Man i1 a 

Osaka 
Taipei 
Tokyo

Total
Average

46,101
94,121
49,404

189,626

63,209

25,217
192,631
137,800
384,253

739,901
184,975

53,614
101,392
59,097

214,103

71,368

20,688
182,819
117,145
396,585

717,237

179,309

99,715
195,513

108,501

403,729
134.576

45,905
375,450
254,945
780.838

1,457,138
364.285

NW, PA 
NU

NW, PA

NW
PA
NW, PA 
NW, PA

City

Freight (tonnes), Year Ended 31 December 1983 
-------------  CTSTTTaq--------
To SEL From SEL Total Carrier Now Serving

3rd/4th Freedom 
Honolu iu 
Los Angeles 
New York

Total
Average

5th Freedom 
Manila 
Osaka 
Taipei 
Tokyo

Total
Average

216.02
9,495.10
8,289.29

18,000.41
6,000.14

900.51
6,219.29
7,045.13

20.183.48

34,348.41
8,587.10

1,661.20 1,877.22
15,160.30 24,655.40 
15,035.53 23,324.82

31,857.03
10,619.01

1,241.51
5,275.02
2,092.95

26,369.15

34,978.63
8,744.66

49,857.44

16.619.15

2,142.02
11,494.31
9,138.08

46,552.63

69,327.04
17.331.76

NW, PA 
NW, FT 
NW, PA

NW
PA
NW, PA, FT 
NW, PA, FT

Note: PA not included in above Osaka/Taipei traffic for 1983.

Source: ICAO, On-Flight Origin and Destination, Digest of Statistics No. 307.



TABLE 16

U.S. CARRIERS SERVING KOREA OPERATE SUBSTANTIAL 

CAPACITY IN THE FIFTH FREEDOM MARKETS

SERVICE PROVIDED BY U.S. FLAG CARRIERS IN 

FIFTH FREEDOM SECTORS TO/FROM SEOUL

1978-1984 AND ESTIMATED 1985

Year FIiahts Seats

1978 936 368,784

1979 1,092 423,696

1980 1,430 535,002

1981 1,027 399,659

1982 897 353,418

1983 1,209 452,764

1984 1,716 595,736

Est. 1985 2,353 I 1 707,462 y

2/ Based on May 1985 Actual plu? relationship of Annual to May seats for 
period 1978-1984.

Source: Official Airline Guides, Worldwide Edition, February, May, 
August, November, 1978 to 1984; April 1985.



TABLE 17

U.S. CARGO CARRIERS SERVING KOREA CONDUCT 

SUBSTANTIAL FIFTH FREEDOM OPERATIONS

SERVICE AND CAPACITY PROVIDED BY U.S. CARGO CARRIERS OVER 

FIFTH FREEDOM SECTORS TO/FROM SEOUL 

1978-1984. AND ESTIMATED 1985

Year FI iahts Tons

1978 949 96,213

1979 949 95,290

1980 897 103,155

1981 897 113,155

1982 845 97,175

1983 806 92,690

1984 923 106,145

Est. 1985 842 y 96,172 I 1

V  Bared on May 1985 Actual plus relationship of Annual to May tons for 

period 1978-1984.

Source: Air Cargo Guide, February, May, Auaust, November 1978-1984, April 
1985.
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TABLE 20

CHICAGO AND SAN FRANCISCO ARE RELATIVELY UNDFRSERVED TO KOREA 

CONSIDERING THEIR SIZE AND IMPORTANCE

WEEKLY NON-STOP AND ONE-STOP PASSENGER FLIGKTS

MAY 1985

To/From New York Los Angeles Chicago San Francisco

Seoul 22 16 16 12
Tokyo 56 70 34 49
Hong Kong 40 21 0 44
Taipei 10 28 5 17
Manila 0 11 9 17

1980 POPULATION OF TOP TEN U.S. METROPOLITAN AREAS V

1980

T O O U T

New York 17,539

Los Angeles 11,498

Chicago 7,937

Philadelphia 5,681
San Francisco 5,368

Detroit 4,488
Boston 3,972
Washington 3,251

Houston 3,101

Dallas/Ft. Worth 2,931

\ /  Consolidated metropolitan statistical areas as defined by 0MB as of 

June 30, 1983.

Source: Official Airline Guide, Worldwide Edition, April 1985;
Statistical Abstract of the United States, 1984, U.S. Department 

or Commerce, Bureau of the Census.



TABLE 21

CHICAGO AND SAN FRANCISCO ARE RELATIVELY UNDERSERVED TO KOREA 

CONSIDERING THEIR SIZE AND IMPORTANCE

WEEKLY CARGO FLIGHTS

MAY 1985

To/From New York Los Anaeles Chicago San Franci

Seoul 19 19 9 8

Tokyo 62 36 31 38

Hong Kong 21 6 12 8

Taipei 21 13 15 14

Mani1 a 6 0 4 0

Source: Air Cargo Guide, April 1985.
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Alaa&a Slate Hegialature
House o f  Representatives

Committee on Transportation Pouch V 
Stale Capitol 

Juneau, A laska 99811 
(907 ) 465-4858Rep. Bette Cato, Chairman

DATE: 17 F E B R U A R Y  1986

TO: C O M M I T T E E  M E M B E R S

FROM: S T A F F

R E S J R  30 R E L A T I N G  TO  P A S S E N G E R  S E R V I C E  BY K O R E A N  A I R  
L I N E S  IN A N C H O R A G E

T h i s  r e s o l u t i o n  r e q u e s t s  t h e  U.S. P r e s i d e n t  t o  r a t i f y  t h e  1980 
M e m o r a n d u m  o f  U n d e r s t a n d i n g  b e t w e e n  t h e  R e p u b l i c  of K o r e a  a n d  
t h e  U n i t e d  S t a t e s  so  t h a t  Korr n A i r  L i n e s  w i l l  b e  p e r m i t t e d  
t o  p i c k  up  p a s s e n g e r s  in A n c h o r a g e .

T h e  1957 U.S. R e p u b l i c  of K o r e a  A i r  T r a n s p o r t  S e r v i c e s  
a g r e e m e n t  h a s  g o v e r n e d  t h e  U.S. a n d  K o r e a  a i r  s e r v i c e s  f o r  
a l m o s t  30 y e a r s  a n d  h a v e  b e e n  e x p a n d e d  t h r o u g h  a m e n d m e n t s  m a d e  
i n c l u d i n g  n e g o t i a t i o n s  r e s u l t i n g  in t h e  1978 a n d  1980 a v i a t i o n  
agreemt nts b e t w e e n  t h e  U.S. a n d  Korea.

T h e  19 7 8  M e m o r a n d u m  o f  U n d e r s t a n d i n g  a l l o w e d  p r o v i s i o n s  for 
c a r g o  h a n d l i n g  b y  U.S. c a r r i e r s .  B e f o r e  that, t h e  U.S. h a d  
r e q u e s t e d  c l a r i f i c a t i o n  o f  t h e s e  p r o v i s i o n s .  In  1979 t h e  U.S. 
d e m a n d e d  t h a t  t h e  K o r e a n  G o v e r n m e n t  c o n s t r u c t  or  a l l o w  a U.S. 
c a r r i e r  t o  c o n s t r u c t  a n e w  c a r g o  t e r m i n a l  f o r  e x c l u s i v e  u s e  of 
U.S. a i r l i n e s .

T h e  19 8 0  M e m o r a n d u m  o f  U n d e r s t a n d i n g  (MOU) c o n f e r r e d  w i t h  t h e  
K o r e a n  g o v e r n m e n t ' s  r e q u e s t  f o r  a n  e x p a n s i o n  o f  t h e  r o u t e  
s c h e d u l e  so K o r e a n  A i r  L i n e s  c o u l d  o f f e r  s' “vi c e  t o  a d d i t i o n a l  
p o i n t s  in t h e  U.S. a n d  p o i n t s  b e y o n d .  I so p r o v i d e d  t h a t  
t h e  K o r e a n  G o v e r n m e n t  w o u l d  g i v e  a U.S. .er t h e  o p t i o n  to
c o n s t r u c t  a n e w  c a r g o  t e r m i n a l  at Kimpo. T h a t  c a r r i e r  b e i n g  
t h e  F l y i n g  Tiger. U n d e r  t h e  1980 M O U  t h e  t r a f f i c  r i g h t s  
g r a n t e d  t c  K o r e a n  A i r  Lines, e x c e p t  t h e  t r a f f i c  r i g h t s  at 
A n c h o r a g e ,  w e r e  t o  b e  p h a s e d - i n  a n d  t i e d  to  c o m p l e t i o n  of  t h e  
n e w  c a r g o  f a c i l i t y .

In 1983 t h e  F l y i n g  T i g e r  n o t i f i e d  a u t h o r i t i e s  t h e y  d i d  n o t  
h a v e  a d e q u a t e  f u n d i n g  for b u i l d i n g  t h e  f a c i l i t y .



By  c h o o s i n g  t o  f o r e g o  c o n s t r u c t i o n ,  t h e  F l y i n g  T i g e r  d e l a y e d  
p r o g r e s s  o n  t h e  n e w  t e r m i n a l ,  p r e v e n t i n g  K o r e a n  A i r  L i n e s  f r o m  
e x e r c i s i n g  its n e w  t r a f f i c  rights.

T h e  K o r e a n  G o v e r n m e n t  is c o n s t r u c t i n g  (or h a s  c o n s t r u c t e d )  t h e  
t e r m i n a l  a t  K i m p o  . C o n s t r u c t i o n  o f  t h e  f a c i l i t y  s h o u l d  
r e s o l v e  t h e  t e r m s  of t h e  1980 a g r e e m e n t  in a m a n n e r  w h i c h  
w o u l d  b e  s a t i s f a c t o r y  to  t h e  U n i t e d  States.

R e p r e s e n t a t i v e  R a y  o r  s t a f f  w i l l  p r o v i d e  a d d i t i o n a l  t e s t i m o n y  
o n  t h e  n e c e s s i t y  o f  t h i s  r e s o l u t i o n .

V o t i n g  record:
S e n a t e  T r a n s p o r t a t i o n  - c o n c u r  - C o g h i l l ,  P. Fi s c h e r ,  Faiks, 
J o s e p h s o n

S e n a t e  F l o o r  - Y e a s  16
N a y s  0 
A b s e n t  3 
E x c u s e d  1

T h e  1 9 8 0  M O U  h a s  n o t  b e e n  r a t i f i e d .



S J R  30 " A  R E S O L U T I O N  A L L O W I N G  K O R E A N  A I R L I N E S  T O  P I C K  U P  

P A S S E N G E R S  A T  A N C H O R A G E  A I R P O R T "

T H I S  R E S O L U T I O N  R E S P E C T F U L L Y  R E Q U E S T S  T H E  P R E S I D E N T  O F  T H E  

U N I T E D  S T A T E S  T O  R A T I F Y  T H E  19 8 0  M E M O R A N D U M  O F  U N D E R S T A N D I N G  

B E T W E E N  T H E  R E P U B L I C  O F  K O R E A  A N D  T H E  U N I T E D  S T A T E S  S O  T H A T  

K O R E A N  A I R  L I N E S  W I L L  BE P E R M I T T E D  T O  P I C K  U P  P A S S E N G E R S  IN 

A N C H O R A G E .

P A S S E N G E R S  F L Y I N G  T O  K O R E A  F R O M  A N C H O R A G E  N O W  H A V E  T O  F L Y  T O  

T O K O Y O  A N D  C H A N G E  P L A N E S  O R  F L Y  T O  S E A T T L E  T O  F L Y  D I R E C T L Y  T O  

SE O U L ,  E V E N  T H O U G H  K O R E A N  A I R  L I N E S  S T O P S  IN  A N C H O R A G E  T O  

R E F U E L .

A N Y T I M E  T R A D E  M I S S I O N S  F R O M  T H E  S T A T E  H A V E  G O N E  T O  K O R E A  T H E Y  

H A V E  H A D  T O  H A V E  S T A T E  D E P A R T M E N T  A P P R O V A L  T O  F L Y  D I R E C T  T O  

S E O U L  F R O M  A N C H O R A G E .

K O R E A N  A I R  L I N E S  IS T H E  O N L Y  F O R E I G N  A I R L I N E S  T H A T  S T O P S  IN 

A N C H O R A G E  A N D  N O T  A L L O W E D  T O  P I C K  U P  P A S S E N G E R S .

A L L  7 T R A N S P O R T A T I O N  C O M M I T T E E  M E M B E R S  S I G N E D  T H E  C O M M I T T E E  

R E P O R T  "DO P A S S "



I n t r o d u c e d :  1 / 1 3 / 8 6
R e f e r r e d :  T r a n s p o r t a t i o n

1 IN T H E  S E N A T E  B Y  R A Y

2 S E N A T E  J O I N T  R E S O L U T I O N  NO. 30

3 IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 R e l a t i n g  to p a s s e n g e r  s e r v i c e  by  K o r e a n

6 A i r  L i n e s  in Anchorage.

7 B E  IT R E S O L V E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A SKA:

8 W H E R E A S  u n d e r  the 1978 M e m o r a n d u m  of U n d e r s t a n d i n g  b e t w e e n  the Repub-

9 lie of K o r e a  a n d  the U n i t e d  States, K o r e a n  A i r  L i n e s  has the right to

10 o p e r a t e  b e t w e e n  K o r e a  a nd Los A n g e l e s  or  N e w  Y o r k  w i t h  a s t o p o v e r  in

11 A n c h o r a g e ,  but m a y  not p i c k  u p  p a s s e n g e r s  in  A n c h o r a g e ;  and

12 W H E R E A S  the 1980 M e m o r a n d u m  of U n d e r s t a n d i n g  b e t w e e n  the two c o u n t r i e s

13 that w o u l d  a l l o w  K o r e a n  A i r  L i n e s  to p i c k  up p a s s e n g e r s  in A n c h o r a g e  has

14 n ot b e e n  r a t i f i e d ;  and

15 W H E R E A S  in  1983 K o r e a n  A i r  Lines' r e q u e s t  to p r o v i d e  p a s s e n g e r  s e r v i c e

16 b e t w e e n  A n c h o r a g e  a nd K o r e a  w as r e j e c t e d  b e c a u s e  the 1980 M e m o r a n d u m  of

17 U n d e r s t a n d i n g  has not b e e n  r a t i f i e d ;  and

18 W H E R E A S  K o r e a n  A i r  L i nes o p e r a t e s  a b o u t  40 f l i g h t s  e a c h  w e e k  to N e w

19 Y o r k  an d  Los A n g e l e s  that use A n c h o r a g e  as a t e c h n i c a l  stop; a nd

20 W H E R E A S  K o r e a n  A i r  L i nes als o  o p e r a t e s  t h r e e  f l i g h t s  e a c h  w e e k  b e t w e e n

21 S e oul a nd E u r o p e  that u s e  A n c h o r a g e  as a t e c h n i c a l  stop; an d

22 W H E R E A S  no d i r e c t  p a s s e n g e r  s e r v i c e  is p r o v i d e d  b e t w e e n  K o r e a  and

23 A n c h o r a g e  so that p a s s e n g e r s  t r a v e l l i n g  b e t w e e n  t h o s e  p o i n t s  m u s t  use

24 c o n n e c t i n g  p a s s e n g e r  s e r v i c e  that is i n c o n v e n i e n t ,  t i m e - c o n s u m i n g ,  and

25 i n f r e q u e n t ;  a nd

26 W H E R E A S  e x i s t i n g  a i r  c a r g o  s e r v i c e  b e t w e e n  K o r e a  a n d  A n c h o r a g e  is

27 n e i t h e r  d i r e c t  n o r  frequent; and

28 W H E R E A S  t h e r e  e x i s t s  a p r e s s i n g  n e e d  f or i m p r o v e d  a i r  t r a n s p o r t a t i o n

29 s e r v i c e  b e t w e e n  K o r e a  a n d  A l a s k a ;  a n d
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1 W H E R E A S  if K o r e a n  A i r  L i n e s  c o u l d  p i c k  up  p a s s e n g e r s  in A n c h o r a g e

2 d u r i n g  s t o p s  it mus t  m a k e  a n yway, s e r v i c e  b e t w e e n  A n c h o r a g e  a nd o t h e r

3 p o i n t s  s e r v e d  by  the a i r l i n e  w o u l d  be i m p r o v e d  in  a n  e f f i c i e n t  manner;

4 BE IT R E S O L V E D  by  the A l a s k a  S t a t e  L e g i s l a t u r e  that the P r e s i d e n t  of

5 the U n i t e d  S t a t e s  is r e s p e c t f u l l y  r e q u e s t e d  to r a t i f y  t he 1980 M e m o r a n d u m

6 of Understanding, b e t w e e n  the R e p u b l i c  of K o r e a  a n d  the U n i t e d  S t a t e s  so

7 that K o r e a n  A i r  n i nes w i l l  be  p e r m i t t e d  to p i c k  u p  p a s s e n g e r s  in A n c h o r a g e .

8 C O P I E S  of this r e s o l u t i o n  s h a l l  be sent to the H o n o r a b l e  R o n a l d

9 R e a g a n ,  P r e s i d e n t  of the U n i t e d  S t a tes; t he H o n o r a b l e  E l i z a b e t h  Dole,

10 S e c r e t a r y  of the D e p a r t m e n t  of T r a n s p o r t a t i o n ;  t he H o n o r a b l e  G e o r g e  P.

11 Shultz, S e c r e t a r y  of the D e p a r t m e n t  of State; a n d  to the H o n o r a b l e  T e d

12 S t e v e n s  a nd the H o n o r a b l e  F r a n k  M u r k o w s k i ,  U.S. S e n a t o r s ,  a nd the H o n o r a b l e

13 D o n  Young, U.S. R e p r e s e n t a t i v e ,  m e m b e r s  of the A l a s k a  d e l e g a t i o n  in Con-

14 gress.
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F IR ST  READI N G A S P  R E F E R E N C E  OF SE NATE BILLS

F eb r u a r y  19, 1986 H O U S E  J O U R N A L  2175

SB 330

S ENATE B I L L  NO. 330 by Faiks, entitled:

"An Act relat in g to civil liabi li ty  for 
v et e r i n a r y  ire; and p r o v i d i n g  for an 
effe ct i ve  d<..te."

was r ea d  the first time and r e fe rr ed  to the J udiciary 
C o m m i t t e e .

COMMUNICA T IO NS

T he  f o l l o w i n g  letter, dated F e br ua r y 18 1986, was sent to
the G o v e r n o r  from Spea ke r Grussendorf:

"Dear G o v e r n o r  Sheffield,

P u r su a nt  to AS A1.37, I am to appoint two p ublic m e m b e r s  to 
the C i ti z e n ' s  A d vi s or y Council on Feder a l Areas in Alaska. 
I am h e r e b y  a p po i n t i n g  Mr. Andy H o pe  III, and re ap p o i n t i n g  
Ms. D o r o t h y  Jones.

S i n c e r e l y ,

/s /

R e p r e s e n t a t i v e  B en  Gruss e nd or f 
Spea ke r  of the House"

REPO RT S OF STANDING C O M MI TT EE S

SJR 30

T he  T r a n s p o r t a t i o n  C o m mi tt ee  hat c o ns i de re d SENATE JOINT 
R E S O L U T I O N  NO. 30 (relating to p a s s e n g e r  service by Kcre a n 
A i r  Lines in Anc ho ra ge )  and reports it b a c k  as follows: 
Cato (Chairman), Shultz, Herrmann, Marrou, Furnace, Davis 
and P i gn a l b e r i  recom me n d dc pass. A  zero fiscal no t e was 
attached.

SJR 30 w as  re f e r r e d  to the Rules Co m m i t t e e  for pl acement on 
the calendar.



2176 H O U S E  J O UR NA L F eb r u a r y  19, 1986

CSSB 4 5 (HESS lam

The J u d i c i a r y  C om m i t t e e  has co ns i d e r e d  CO M M I T T E E  SUBST IT U TE  
FOR S EN A TE  B I L L  NO. 45 (HESS) a m e n d e d  (relating to hosp it a l 
i n s p ec ti on s  and i n v es t ig at io n s by the D ep a r t m e n t  of H e a l t h  
ana Social S er vices), reco m me nd s it be r oo l ac ed  w i t h  H O U S E  
C OM M I T T E E  S U B S T I T U T E  F O R C O M M I T T E E  SU B S T I T U T E  F O R  SENA TE  
B I L L  NO. 45 (Judiciary) (same title) and re ports it b a c k  as 
follows: M.M. M i l l e r  (Chairman), Sund, Gr uenberg, Taylor,
P e t t y j o h n  and P h il li p s re commend do ">ass; C l o c k s i n  has no 
r e c o m m e n d a t i o n .

CSSB 4 5 ( H E S S ) a m  was r e f e r r e d  to the F i n a n c e  Committee,

H B 407

A  zero fiscal note w i t h  analysis was r e c e i v e d  from the Rules 
C o m m i t t e e  for H O U S E  B I L L  NO. 407 (relating to the us e  of 
game as bait), and ic appe ar s in H o u s e  J o u r n a l  Supp le m en t 
No. 88.

H B  407 is in the R ules Committee.

H B  424

Th.' L a b o r  & Co m m e r c e  C o mm it te e  has c o ns i d e r e d  H O U S E  B I L L  
NO. 424 ( e s t a b l i s h i n g  the B oard of B e h a v i o r a l  Scie nc e  
E xaminers; a m e n d i n g  R u l e  504 of the 7.1aska Ru les of 
Evidence; e f fe c t i v e  date), reco mm en d s it be r e pl a ce d w i t h  
C OM M I T T E E  S U B S T I T U T E  FO R H O US E  B I L L  NO, 424 (L&C):

"An A c t e s t a b l i s h i n g  the B o a r d  of
B e h a v i o r a l  Science: a me nd in g  Rule 504 of 
the A l a s k a  Rules of Evidence; and
p r o v i d i n g  for an e f f ec ti ve  da te."

a nd  reports it b a c k  as follows: Davis and B o u c h e r  r e co mm en d  
do pass; N a v a r r e  (Chairman), Collins, Har.ley, K o p o n e n  and 
Pear ce  h a ve  n o  recommend a ti on .

A  fiscal n o te  appe ar s  i n H ouse J ou rn a l Suppl em en t  No. 88.

H B 424 was re f e r r e d  to the J u d ic i ar y Committee.

H B  452

T h e  Com m unity and Re g i o n a l  A f f ai rs  Co m m i t t e e  has cons id er e d 
H O U S F  B I L L  NO. 4 5 2 (relating to r e s t r i c t i n g  the use of grant 
funcis) and repor ts  it b a c k  as follows; Phill ip s  and M a r r o u  
r ec o m m e n d  do pass; F u r n a c e  reco mm en d s do pass "g ood bill"; 
W al l is  re co m m e n d s  do not pass; Goll (Chairman), G r u e n b e r g  
and K o p o n e n  h av e no recommendation. A  zero fiscal n o te  was 
attached.

HB 452 w as  re f e r r e d  to th Finance Committee.




