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

The United S tates a nd the R epublic  of Korea have long 
e n j o y e d  cordial a v i a t i o n  r el at i on s . These i mp o rt an t allies have 
w o r k i d  t ogethe r to c r e a t 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 i c h  
c a r r i e r s  from bo th  c o u n t r i e s  ca n  op er ate pro fi ta bly. However, 
p r o g r e s s  in U. S .- K o r e a  a v i a t i o n  re la tions has rece nt l y be e n  
s t y m i e d  by the r e l u c t a n c e  of the U.S. to ratify 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) between the two nations.

The Re p ub l ic  of Korea s t r o n g l y  desires r a t i f i c a t i o n  of its 
1980 av i at i o n  a g r e e m e n t  w i t h  the United States. It b e l i e v e s  that 
the o b s t a c l e s  tc i m p l e m e n t a t i o n  of that a gr e em e nt  have been
remo v ed  and that c o n d i t i o n s  n ow  exist which will a ll o w an end to
the c u r r en t de a dlock.

A  series of a ir t r a n s p o r t  agree me n ts  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  advantages on U.S. ca rriers:

The U.S. has d e s i g n a t e d  14 car riers to serve Ko rea
w hi le  Korea has d e s i g n a t e d  one c a r r ie r to serve the '
U.S.

C ur re n tl y , U.S. a i r l i n e s  operate b e t w e e n  Seoul and 
fo ur t ee n  U.S. p o i nt s . In contrast, the Korean c a r r i e r  
is on l y  a l l o w e d  to serve  three points  in the U.S.

U.S. c a r r i e r s  p r e s e n t l y  have u n li mi ted rights to serve 
p oints b ey on d  K or ea and in fact serve five such points . 
Korean Air Lines (KAL) is not a u th o ri ze d  to se rve any 
b eyond points.

In addi ti o n to f a v o r a b l e  r o ut e  rights, U.S. c a r r ie r s se rving 
Korea e nj oy a u t o m a t i c  fare a pp r ov al , u n re s tr i ct e d c h a r t e r  rights, 
and the largest a m o u n t  of c a r g o  space allocate 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  Airport. Th ese factors, c o u p le d  
wi th  the large v o l um e  of U.S. G ov er n me n t business, have e n 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 ff ec t i v e l y  in the Korean 
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  pr ofits from their services.

A l t h o u g h  Korea has c l o s e l y  co op erated w it h the U.S. on 
a v i a t i o n  matter s,  and in fact, was one of the first c o u n t ri e s in 
the wo rld to ac ce pt a p r o c o m p e t i t i v e  bi la teral agreement, its 
r i gh t  to p r o vi de  s e r v ic e  to the U.S. is far m o r e  r e s tr i ct ed  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  service. Taiwan, Thailand, 
the P hili pp in es and J a p a n  all en joy greater  route rights to the 
U.S. than Korea. M o reove r,  Ko rea 's c o n c i l i a t o r y  at t i tu d e on 
fares, des ig na tion, and c a p a c i t y  issues stands, in stark c o n t r a s t  
to the e xp e ri e n c e  of U.S. c a r r i e r s  in many European and Latin 
A m e r i c a 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 
U n 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 xp an sion of its p r es en t  
a u t h o r i t y  to serve the U.S. In ret ur n for a dd i ti o n a l  b e ne f i t s



c on ferred on U.S. carriers, KAL will receive full traffic righ ts 
at Anchorage, and the same r i g h t s  wi th  re sp ect to C h i c a g o  and 
Oakland. For the first time, the 1980 a g r e e m e n t  also prov ides 
for beyond rights to a si ngle poi nt  in Europe. KAL's ex p an d ed  
route rights under the 1980 M O U  are c o m p a r a b l e  to the rights 
pr es e nt l y enjoyed by o t he r  A s i a n  nat i on s and still leave U.S. 
carriers with a s i g n i f i c a n t  ed ge  o v er  their Korean  cou nterpart .

Furthermore, the ri gh ts g r a n t e d  to KAL are m a t c h e d  by 
g r e a t e r  benefits for U.S. c a r r i e r s  s e r v i n g  Korea. The terms of 
the 1980 MOU per mitted U.S. c a r r i e r s  to c o n s t r u c t  a n ew cargo 
terminal at Kimpo I n t er n at i on al  A i r po rt  for their ex c l us i ve  use. 
Flying Tiger, the U.S. a l l - c a r g o  carrier, e x p r e s s e d  its in t ention  
to construct the Kimpo c a r g o  facility, but r e q u e s t e d  se veral 
c on ce ssions from the Kore a n G o v e r n m e n t  b e f or e do i ng  so. The 
Korean side ma de  each one of  these con c es s io n s,  including:

an increase in the a g r e e d - u p o n  size of the facility; 
and

an increase in the a m o r t i z a t i o n  period for the f ac il ity 
from the ten-year peri o d s p e c i f i e d  by Kore an  law to a 
twenty- year a m o r t i z a t i o n  period.

A ft er  obtaining these c o n ce s si on s , Flying Tiger  a d v is e d the State 
De partment that it no lo ng er o b j e c t e d  to the "i mm e di a te  
im plementation of each of the r ights g r a n t e d  to the Korean 
d es i gn a t e d  air carrier" as s p e c i f i e d  in the 1980 MOU.

Flying Tiger never b e g a n  c o n s t r u c t i o n  of the new cargo 
terminal because it lacked the n e c e s s a r y  f in a nc ia l r e sourc es  to 
com pl et e it. Instead, the Kor ea n  G o v e r n m e n t  p l e d g e d  its 
c om mi tm en t  to build the c a r g o  f a c i li t y and in fact, has a l re a dy  
c om m en ce d its c o ns tr uc tion. C o m p l e t i o n  is s c h e d u l e d  for early 
1986. Once the fac i li t y is finished, U.S. c a r r i e r s  will have the 
c a p a b i l i t y  to s e l f- h an dl e  all c a rg o  at Kimpo, f ul l y im plement in g 
Korea's commitments under the 1980 agreement.

While the terms of the 1980 MOU will have be e n m e t  by the 
Korean side, there is no s ig n  that the U.S. is p r e p a r e d  to ratify 
the agreement and im plement  its p ro visions.  Thus, KAL will be 
den ie d the ben efits p r o m i s e d  by the a g r e e m e n t  w h il e  U.S. car r ie r s 
con tinue to enjoy their 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  while 
r ec eiving additional rights  on top of that. B e c a u se  the 
co mmit m en t  of the Korean G o v e r n m e n t  to c o n s t r u c t  the cargo 
terminal at Kimpo has m o o t e d  U.S. o b j e c t i o n s  to rati fi c at io n , it 
seems gr os sl y unf ai r to f u r t he r  d e l a y  i m p l e m e n t a t i o n  of the 1980 
a g r e e m e n t .

By signing the 1980 M e m o r a n d u m  of Und er s ta nd i ng ,  the U.S. 
un de rt oo k a commit me n t to seek its r a t i f i c a t i o n  and adhere to its 
provisions. The U.S. s h o u l d  now p r ov e  as go od  as its word by 
ratifying and imp lem en ti ng the 1980 agreement.



A l a s k a  S t a t e  L e g i s l a t u r e

Senate

J a n u a r y  16 , 1985

Pouch V
State Capitol

Juneau, Alaska 99811

S e n a t o r  J a c k  C o g h i l l
S e n a t e  T r a n s p o r t a t i o n  C o m m i t t e e
P o u c h  V
J u n e a u ,  A l a s k a  99811

Re: S e n a t e  J o i n t  R e s o l u t i o n  30 (Relating to  
p a s s e n g e r  s e r v i c e  b y  K o r e a n  A i r  Lines 
in Anchorage)

De ar  S e n a t o r  Coghill:

T he a bo ve  c a p t i o n e d  bill is c u r r e n t l y  in y o u r  committee. 
A t t a c h e d  is b a c k u p  m a t e r i a l  on the bill; t h e r e f o r e  I w o u l d  
like to r e s p e c t f u l l y  r e q u e s t  t h a t  the bil l b e  s c h e d u l e d  for a 
h e a r i n g  at y o u r  e a r l i e s t  conven ience.

If y o u  or  y o u r  s ta f f h a v e  q u e s t io n s c o n c e r n i n g  thi s bill, 
do not h e s i t a t e  to  c o n t a c t  m y  office.

T h a n k  y o u  for y o u r  c o n s i d e r a t i o n  in thi s matter.

S i n c e r e l y ,

S en at o r 
D i s t r i c t  C



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 ;

KE 018 ‘ Seoul - Anchorage - New York 6 flights per week
KE 017 New York - Anchorage - Seoul 6 flights per week
KE 015 Los Angeles - Anchorage - Seoul 4 flights per week
KE 098 Seoul - Anchorage - New York 6 flights per week
KE 097 New York - Anchorage - Seoul 6 flights per week
KE 084 Seoul - Anchorage - Los Angeles 5 flights per week
KE 083 Los Angeles - Anchorage - Seoul 5 flights per week
KE 082 Seoul - Tokyo - Anchorage - Los Angeles 1 flight per week
KE 081 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.

... / 3. Needs



3. Needs of Direct Service between Korea and Anchorage

a) 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.

b) 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.

c) 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.



K O R E A N  A I R .
f&£E£5
CABLE ADDRESS: "KOREANAIRLINES"
C.P.O BOX 864 SEOUL. KOREA
TELEX: "KALHO K27520TEL. 7517-114, 771-66

J a n u a r y  24, 1986

A l a s k a  State Senate 
C o m m ittee on  Tr a ns p o r t a t i o n  
State C a p i to l B uildin g 
P o uc h  V
Juneau, A la s ka  99811 

ATTN: Ms. E l i z a b et h Zi egl er

Dea r Ms. Ziegler:

P u r su an t  to our te le p ho n e conve rs a ti o n of yesterday, I am 
e n c l os i ng  the b o o k le t  e n t it l ed  "U.S.-Korea A v i a t i o n  Rel ations  
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." Also incl uded is a two page "Executive Summary."

I trust that the i n fo r ma ti o n and statistics co nt a in ed  in 
these do c um e nt s  will prove  adequate support for the re so l ut i on  
being co n si d er ed  by the A l a s k a  State Senate.

As you m ay  be aware, K o re a n Air has be en e xerti ng  eve ry  eff or t 
for quite  some time to o b t a i n  au th ority for full traffic 
rights at Anchorage.

We s i nc e re ly  apprec ia t e the efforts being mad e by the A laska  
State Senate in this regard, and hope that the seed being 
p l an t ed  throu gh  the r e s o l u t i o n  will soon be ar  fruit.

M a n a g e r
Govern m e n t  Af fairs 
A m e r i c a n  R e gi on al  Offi ce 
KOREAN AI R

E nc l os ur e

Is

AMERICAN REGIONAL OFFICE HWY"LOS2 ^ \ ĉ 5TEL: (213)417-5200 RESV. (213)-184-1900



U. S. -K O RE A N A V I ATION R E L A T I O N S  AND 
R AT I FI 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 S T A N D I N G

I. INTRODUCTION

Since the inception of air t r a n s p o r t a t i o n  between the Un it ed 

States and the Republic of Korea, a v i a t i o n  relations b e t we e n the 

two countries have been cordial and m u t u a l l y  beneficial.

However, several di f fe r e n c e s  of a m i no r nature have r ec ently 

threaten ed  to underm in e this close and con st r uc t iv e  relati onship. 

These differen ce s have caused the U.S. thus far to refuse to 

ratify and implement the provis io n s of an April 12, 1980 

M e m o r a n d u m  of Un d er s ta n di ng  (MOU) wi t h Korea concer ni ng  air 

transport services be tween the two countries. The relucta nc e of 

the U.S. to ratify the 1980 MOU has d e n i ed  sign i f ic an t  e conomic

benefits to air carr ie rs  on both sides of the Pacific.

The Rep ublic of Korea st ro ngly d e s ir e s r a t if i ca ti o n of its 

1980 aviation ag reement wi t h the United States. It b e li ev es  that 

the obsta cl es  to i m p l e me n ta ti o n of that agr ee m en t  have been

removed and that c on d it i on s now exi st  w h i c h  will al lo w  an end to

the current deadlock.

This paper will expl o re  the pr es en t  status of U . S . - K o r e a  

avi at io n relations, d e s c r ib e  recent steps to resolv' '-he 

ou tst a nd i ng  issues, and su ggest the a d v a n t a g e s  foi ..••t' t nations 

of an ea rl y and e q ui t ab le  r e so l ut i on  of their differ ences.
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II. A BRIEF HISTORY O F  U. S .- K O R E A N  A V IA TI ON RELATIONS

Ai r services between the U.S. and Korea have been go v er ne d  

for almost  thirty years by the 1957 U.S.-R.O.K. Air T ra n sp or t 

Services Agreement. The air transport rights grante d by the 

ori gi n al  agreem en t have been s i g n i f ic a nt l y expan de d through 

several amen dm en ts to the basic document. The latest series of 

neg ot i at i on s  resulted in the 1978 and 1980 aviation a gr eement s 

be tw ee n the U.S. and Korea.

The 1978 U.S.-R.O.K. M e m o r a n d u m  of Understanding, signed ad 

r e f e r e n d u m , sig n if ic a nt l y enha nc ed acc es s and com pe tition in the 

U . S. - Ko r ea  air market. The U.S. was given the right to de s ignate 

an u n l i m it e d number of c arriers  to pr ov ide service to Korea. 

More over, the two c o untrie s agreed to a system of mutual 

d i sa p p r o v a l  of fares and rates, increasing the likelihood of fare 

re duc ti on s and fare discounts. In exchange, Korean Air Lines 

(KAL) was gr anted traffi c rights to New York and passen ge r 

s to p o v e r  rights at Anchorage. The 1978 MOU also raised for the 

first time the issue of se l f- h a n d l i n g  of cargo by U.S. carriers 

at Kimpo  Int ernatio na l A i rp o rt  (Seoul). At the request of the 

U.S. delegation, Korea agre ed  to special prov is io ns for cargo 

handling  by U.S. carriers.

Pr ior to r a t if i ca t io n  of the 1978 M em o ra n d u m  of 

Un de rs tanding,  the United States req ue sted cl a ri f ic a ti on  of the 

p ro v is io n s go v er ni ng  cargo se lf - h a n d l i n g  at Kimpo. O n  Ma rc h 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 Fo rei gn Af fa irs s p e ci f yi n g the h andli ng  rights to w hi c h U.S.



car riers would be entitled. In the same letter, the U nited 

States demanded that the K o r ea n  G o v e r n m e n t  construct, or a l l o w  a 

U.S. c a r r ie r or U.S. ca rr iers to construct,  a new c a r g o  termin al  

for the exclusive use of U.S. airlines. Even though the 1978 MOU 

was sile nt as to the c o n s t r u c t i o n  of a dd i ti o n a l  c a r go  fa c il i ti es  

at Kimpo the Korean G o v e r n m e n t  ac ceded to the Un ited States' 

request. Following r e s o l u t i o n  of this issue, the United  Sta tes 

and Korea exchanged d i p l o m a t i c  notes r a t i f y in g the 1978 

M e m o r a n d u m  of Understanding.

On e year after the 1978 a g re e m e n t  was ratified, 

r ep r es en tatives from the U nited States and Korea ag ai n m e t  to 

d iscuss air transport re la ti ons be tw e en  the two countries.

During the talks, the Korea n G o v e r n m e n t  r e q u e st e d an e x p a n s i o n  of 

the route schedule so that Kor ea n A ir Lines could o ffer s e r v i ce  

to a dd it ional points in the Unit ed  Sta tes and p oints beyond. The 

d elegations, in an April 12, 1980 M e m o r a n d u m  of U n d e r s ta n di ng ,  

c on f er re d  on the Korean c a r r i e r  tra f f ic  rights to Anchorage, 

O a k l a n d  and Chicago and be yond rights to one p oint in Europe.

The new traffic rights, if implemented, wo ul d  p a r t i a l l y  rec t if y  

the route imbalance w h i c h  c u r r en t ly  allo ws U.S. ca r ri e rs  to 

op erate from any U.S. points via any i n t e r m e d i a t e  points to any 

point s in the R.O.K. and any p o in ts  beyond wh i le  r e st r ic ti n g the 

Kore an carrier(s) to only three U.S. g a t e w a y s  w i t h o u t  any beyond 

r i g h t s .



The 1980 MOU also pro v id ed  that the Korean G o v e r n m e n t  would 

give a U.S. carrier (Flying Tiger) the op ti on  to c on st r uc t  a new 

c argo terminal at Kimpo. If Flying Ti ger chose not to e x e rc i se  

its option, the R.O.K. would co ns tr uct the facility itself. The 

size of the facility would be no less than 2,688 square m e te r s 

and would allow for both inbound and o utbound  cargo h an d l i n g  by 

U.S. carriers. Under the 1980 M em or a n d u m  of Underst an ding, the 

traffic rights gr ant ed to Korean Air Lines, except the traffic 

rights at Anchorage, were to be ph as e d- i n and tied to co mp l et i on  

of the new cargo facility.

Although  authorized to construct the Kimpo cargo facilit y 

and initially expressing interest in doing so, Flying Ti ger 

d e c id ed  not to proceed. It informed U.S. au th or i ti e s in May 1983 

that it did not have adequate financing to build the p roposed 

facility. By choosing to forego construction, Flying Tiger  

d e l a ye d  pro gress on the new terminal, preve n ti n g KAL from 

ex erc i si n g its new traffic rights under the 1980 MOU.

The .1 980 Mem or a nd um  of Un d er s ta nd in g has not been ratified. 

A l t ho ug h  Korea has repeatedly propos ed  its ra ti f ic a ti on  to the 

U.S. Government, the United States has d ecli ne d to rati fy the MOU 

on the ground that the new cargo terminal at Kimpo mu st  first be 

co mplet ed  (notwithstanding the dec i s io n of Flying T ig er not to 

build the terminal as it o ri gi na lly stated it would). In o rder 

to resolve this issue and pr oc ee d with i m pl e me nt a ti o n of the 1980 

agreement, the Korean G ov er nment has deci d ed  that it will 

construct  the Kimpo cargo facility. C on st r u c t i o n  of the facilit y



is now under way and is expected to be completed by early 

Feb ruary 1986. When completed, the new facility, w hi ch will 

exce ed 4,032 square me te rs in size, will enable U.S. carriers  to 

se lf -h an dle inbound, outbound and transit cargo at Kimpo. Thus, 

wi th  co n st ru ction of the new cargo facility, the major issue 

st alling implementation of the 1980 MOU has been resolved 

a c cord in g to the terms of that ag re ement and in a m a n ne r  which 

shou ld be s a ti s fa ct or y to the United States.

III. BENEFITS UNDER THE U .S .-KOREA  AVIA TI O N AG REEMENTS

Despite the go od will that has g e n e r al l y pervaded U .S .-Korea  

a viatio n relations, the 1980 M e m o r a n d u m  of Unde rs tandin g is no 

cl os er  to ratificatio n today than it was five years ago. In 

large measure, the impasse over ra t if ic ation results from the 

p r ot r a c t e d  contr ov er sy over the cargo facility at Kimpo, an issue 

which, as ex plained  above, has now been resolved. However, also 

beh ind the failure to ratify the 1980 MOU is the view held by 

some in the U.S. av ia t io n co mm un it y that the agreement is 

"tilted" towards Korea. That is simply not the case. As the 

fo ll ow in g analysis de mo ns trates, the eco n om i c rights enjoyed by 

U.S. carriers under the 1978 and 1980 agr eements outweigh  those 

en jo y ed  by KAL. Moreover, the bene fi ts  enjoyed by U.S. carriers 

se rving Korea will only continue to grow as the Korean econom y 

d e ve lo ps and trade and comm erce be tween the two countries 

i n c r e a s e s .



A. Structure Of The U .S .-Korea  Air Market

The U.S.- Korea air m a rk e t is pr es en tl y served by one K orean  

c arrier (Korean Air Lines) and three U.S. carriers (Pan Am erican, 

No rthwest and Flying Tiger). Pan Am, Northwest, and KAL co nd u ct  

both pa s s en g er  and cargo operations. Flying Tiger is s t r i ct l y an 

all-cargo  carrier.

Under the U.S.- Korea bilate ra l agreement as m o d i f i e d  by the 

1978 MOU, the route rights e n j o ye d by U.S. carriers are far 

grea t er  than those aII.'.wed to KAL:

—  Wit h the right to d e signat e an unlimited number of 
carriers, the U.S. has desi gn a t ed  14 carrie rs  to serve 
Korea while Korea has d es i gn a te d  one ca r ri e r to serve the 
U.S. (Exhibit A, Table 4).

—  U.S. carriers may pr ov id e service between any po ints in 
Korea and any poin ts  in the U.S. Currently, U.S. 
ai rlines operate be tw ee n Seoul and fourteen U.S. points. 
In contrast, the Korean  carrie r is only allowed to serve 
three points in the U.S. (Exhibit A, Table 5).

—  W i t h  re spe ct to se rvice beyond each country, U.S.
car riers under the e x i st i ng  agree ment have un l im it e d 
rights to serve poi nt s beyond Korea wit h full Fifth 
Fr eedom rights!/ and in fact serve five such points and 
der ive sub stantial e c o n om i c benefits from such services. 
(Exhibit A, Tables 18, 19). KAL is not author iz e d to 
serve any oeyond points.

The imbalance in route rights severely limits the 

c o mp e ti t iv e  opportu n i ti es  av a il ab le to KAL. U.S. carri er s can 

now operate, in both directions, from any U.S. points, via any

intermed ia te  points, to any p oints in Korea, and beyond Korea to

! /  Fifth Freedom rights are rights granted carr iers of one 
country to carry local tr af fi c (i.e., pa ssengers and cargo) 
between the other country and a third country.



any p o i n t s  o th e r than certain Co m munist c o u n t r i e s .2/ KAL, on the 

other hand, has be en limited to the same route rights for 

a p p ro xi m at e ly  thirty years, wit h the single add it io n of traffic 

rights to New York and s to pover rights at Anchorage.

In a d d i t io n  to favorable route rights, U.S. carriers serving 

Korea enjoy au t om at ic fare approval, un r es tr ic ted charter rights, 

and the largest amou nt  of car go space al lo cated to foreign 

carriers at Kimpo I nter na ti onal Airport. These factors, coupled 

with the large volume of U.S. G ov e rn m en t business, have enabled 

the three U.S. c arri er s to compete ef fe c ti v el y in the Korean 

ma rk et  and to der iv e subs t a nt ia l  profits from their services.

As the Kor ea n economy continues to grow and as the 1988 

Summer O l y m p i c s  approach, U.S. carriers will have further 

o pp o rt u n i t y  to ex pl oi t  their advant ag es  under the existing air 

a gr ee ment be tween Korea and the United States.

B. T o t a l  M a r k e t  S t a t i s t i c s

By any o bj e ct iv e standard, the U .S .-Korea air mark et is 

large and rapidly growing. As of O c t o be r  31, 1984, the number of 

passe n ge r s tr a ve li ng b e t w ee n  Seoul and va rious points in the U.S. 

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

st at is t ic s  for ca rgo tra ff ic  are similarly impressive:

141 ,1 57 ,000 pounds of c ar g o ferried be tw ee n the U.S and Korea 

last year, a 93.2% rise o ve r  1979. These figures es ta blish the

2/ in a cc o rd a nc e  wi t h the 1980 Me m or an d um  of Understanding, the 
Korean g o v e r n m e n t  co ns i s t e n t l y  has advise d the U.S. gover nm ent 
that this r e s tr i ct i on  on beyon d rights will be eliminated 
i mm ed iately upo n r a t i f i c a t i o n  of the 1980 agreement.



U. S.-K o re a  air m ar k et  as s e co n d lar g es t  of the transpacific 

p a s s e n g e r  mark e ts  (Exhibit A, Table 2), and f ourth larges t of the 

t ra n spacifi c mark e ts  for air c ar g o (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 steadily 

rising over the past se ve ral years. Since 1978, the number of 

p as s en ge r s enplaned at Seoul by U.S. c a r r i e r s  has grown at an 

average annual rate of 18.2% (Exhibit A, Table 10). Ove 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 

in creased each ye a r by an av er ag e rate of 15.4%. (Exhibit A, 

Table 10). As the traff ic  ca rr ie d  by U.S. op er a to r s has risen, 

so has the number of fligh ts  b e t w e e n  the U.S. and Korea. In May 

1985, w e ek ly  flights by U.S. c a r r ie r s s e r v in g the U.S.-Korea air 

m a r k e t  had risen by 31% o v e r  the p r i o r  year. The increase in the 

number of passenger, flights by U.S. carr ie r s has been 

p a r t i c u l a r l y  dramatic, nearly tri p li n g in fr eque nc y over the past 

seven years. (Exhibit A, Table 10A). Mo st  impressive of all, 

m e a s u r e d  in terms of ann ua l a v a i l a b l e  seats, U.S. carriers will 

pr ov i de  60% of p a s s e n g e r  c a p a c it y  in this m a r k e t  in 1985 compared 

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

Translat ed  into revenue, these figures m e a n  significant 

e arning s for U.S. airlines. Last year, U.S. car ri er s received an 

e st i ma te d  $153 m i l l i o n  fr om  p a s s e n g e r  o p e r a t i o n s  in the U.S.- 

Korea market . (Exhibit A, Table 13). C a r g o  o pe r at i o n s  gener at ed  

revenue of $68 million. (Exhibit A, Table 14). Total revenue has 

increased d r a m a t i c a l l y  o v e r  the p a s t  six years, an upward trend 

wh ich shows no signs of abating.



This analysis of the U.S.-Korea  air m a r k e t  conf ir ms the 

su bstantial oenefits received by the U.S. under its av i at i o n  

agreemen t with the Republic of Korea. Impleme nt a ti o n of the 1978 

MOU has dramat ic ally increased revenue and traffic for U.S. 

carriers operating flights to Seoul. R a t i fi c at i on  of the 1980 

MOU would continue this record of grow t h by e xp andi ng  the 

c om pe titive o ppor tu ni ties available to U.S. carriers.

III. AR GU ME N TS  SUPPORT IN G RATIF IC AT ION OF THE 1980 M E M O R A N D U M  OF
U NDERST AN DI NG

Ov er  the years, the give -a n d- ta k e of U.S.-R.O.K. 

ne gotiations has prod uc ed a series of ag reements, which have 

som ewhat improved the imbalance favoring the U.S. under the Air 

T ra nsport Services A g re em en t between the two countries. The 1980 

MOU is no exception to this pattern of c o nt i nu i ng  improvement.

Its terms provide for an exc hange of benefit s intended to e n h a nc e  

com petiti on  in the U.S.- Ko re a air market. The fol lowing a n a ly s is  

s ummarizes the policy and economic j u st if i ca t io n s for 

r at if ic ation of the 1980 MOU, from both the U.S. and Ko rean 

perspective.

A. Korea Has Been Extremely C o op e r a t i v e  In Av i at i on  Ma tt er s  
Wit h The U.S.

The Republic of Korea has always been forthco mi ng  in 

av iation relations with the U.S. As de mo n s t r a t e d  by the 

di scu s si o n below, it has accom mo d at e d U.S. interests on sever al  

ma tters resulting in sig ni ficant bene fi ts for U.S. carriers. 

R at i ficatio n of the 1980 MOU would p r ov i de  the basis for
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c o n t i n u i n g  co op e r a t i o n  by the Ko reans in a viation  affairs and 

fu rther cem ent the cordial ties between the U.S. and one of its 

m os t  d e p e n d a b l e  allies.

1. The 1978 M e mo 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 Unders ta n di n g (MOU) was a 

p r e c e d e n t - s e t t i n g  agreement. At the time, the U.S. was 

a g g r e s s i v e l y  pu r su i ng  an "open skies" policy in bilateral 

a v i a t i o n  agree m en t s with foreign nations. "Open skies" meant 

g r e a t e r  co m pe t i t i o n  in international air ma r ke t s and was intended 

as the in t er n at io n al  c or olla ry  to d e r e g u l a t i o n  at home. Alth ough 

such a g r e e m e n t s  we re  unc om m on  at the time, Korea accepted a 

"liberal" bila te ra l treaty reflect in g the pr oc om pe t it i ve  policies 

of the U.S. Government.

Ko rea was the first m aj or  co untry in the Far East and one of 

the first c ou n tr ie s in the world to accept a pr oc om pe titive 

bi lateral. Wh 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  ag re e me n ts  in or d er  to p r ot e ct  their own carriers, 

Korea did not. Korea's ac cept a nc e  of such an ag reement was 

hai led by U.S. av i at io n  o f ficials  as a m a jo r  step in extending 

the "open skies" p o li cy  to Asia. In fact, shortly after the 1978 

a g r e e m e n t  w as  concluded, several other A si an  nations (i.e., 

Singap ore, Th ai la nd and Taiwan) f ollow ed  Korea' s lead and agreed 

to p r o c o m p e t i t i v e  bilateral a r r a n g e m e n t s  wi th the United States.

U n d e r  the "open skies" ap pr o a c h  of the 1978 MOU, U.S. 

ca r ri e rs  s e r vi n g Korea enjoy the u n r e s t r i c t e d  right to set fares, 

de te r mi n e frequenc y of service, and select routes. This



- 1 2 -

co ntras ts  sharply with  the rights of U.S. carriers under other 

bilateral agreements reg arding air tran sp or t services including 

those between the U.S. and some of its m a j o r  trading p a r t ne r s and 

allies. Conside r the following:

—  Many bilaterals restrict the number of carri er s the U.S. 
can des ignate to pr ovide inte rn ational service. The 
agreements with Gr eat Britain, Canada, Mexico, Italy, and 
the Philippines, to name a few, all impose firm limits on 
the number of designations.

—  Many of the same agree me nt s also limit the routings over 
which U.S. carriers can operate.

—  Many bilaterals provide for unila t er a l d i s ap p ro v al  of 
carrie r fare initiatives. The agreem en ts  with Germany, 
Switzerland, and the United Ki ngdom per mi t pri or 
govern me ntal review of fares. Indeed, a spate of notices 
of rejection from the Br itish g o ve r n m e n t  last fall 
p re c ipitate d a ma jo r  crisis in U.S.-U.K. aviat io n 
r e l a t i o n s .

--- Schedules frequently are subject to p ri or  go v er n m e n t a l  
review. Under the av i a ti on  a g reemen t be tween the U.S. 
and Great Britain, carrie r schedule increases mu st be 
negotiated  every six months.

Significantly, these m a tt e rs  have never been the subje ct  of 

a dispute between the U.S. and Korea. The 1978 MOU gave the U.S. 

the right of un li mi ted d e s i g n a t i o n  of carriers, with no 

re st r ic ti ons on flight routes or schedules. Fares are revi ewed 

acc ording  to a mutu a l di s ap pr oval system under w hich U.S. 

carr ie rs  are ef fe c ti ve l y able to set fares as they wish. On 

m a tt e rs  of capacity, as on mo s t m a t te r s involving aviation, the 

U.S. and Korea see eye-to-eye.
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2. Mod if ic ation of the 1978 M O U .

When the U.S. sought additional rights for U.S. carriers, 

Korea once again acceded to its demands. The 1978 MOU was 

m od if ied to allow U.S. cargo carriers gre a te r se lf -ha n dl in g  

rights at Kimpo Interna tional Airport. The U.S. re fu se d to 

ratify the 1978 MOU until Korea sp ecified the se lf - ha n dl i ng  

rights that U.S. car riers would enjoy. An additional co nc ess ion, 

one which apparently is unique in the hi sto ry of bi late ra l 

agreements, involved the commitment of the Korean G o v e r n m e n t  to 

construct, or allow a U.S. carrier or U.S. carriers to construct, 

a new cargo terminal at Kimpo airport for the ex cl usive use of 

U.S. airlines.

3. Fifth Freedom r i g h t s .

Fifth Freedom rights, e sp ec ially important for U.S. 

carriers, have been hotly conte sted in neg otiation s conduc te d by 

the U.S. with other nations. Often, the av ai l ab il ity of Fifth 

Freedom rights de ter mines the economic vi ab ility of a p a r t i c u l a r  

route. Out of a desire to protect their own carriers, most 

nations are ex tremely reluctant to allow U.S. car riers traffic 

rights to points in ot he r countries. In fact, in the case of a

number of countries such as Peru and Greece, the issue of Fifth

Freedom rights led to the r e nu n ci at ion or n e a r- re n un c ia t io n of 

aviation agree ments wit h the U.S.

Not so in the case of Korea. U.S. carriers se rving Seoul

have full Fifth Fr eedom rights to serve beyond points and 

presently  provide such service to Hong Kong, Taipei, Manila,
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Osaka, and Tokyo. Moreover, U.S. carriers m a y  exercise Fifth 

Fr ee d om  rights beyond Seoul to poin ts  in the People's Re p ub l ic  of 

China if the 1980 MOU is ratified. Substa nt i al  traffic is 

ge n er a te d  by present Fifth Fre e do m markets. In 1982, the most 

recent y e a r  for w hi ch  figures are available, U.S. carriers flew 

197,179 pa ss e ng e rs  be tw ee n Seoul and Tokyo, and 25,277 be tween 

Seoul and Taipei (Exhibit A, Table 18).

Korea's co n ci li atory attitude on Fifth Freedo m rights is all 

the mo re  remarkable given  the fact that at p r e s e nt  it has no 

si mi la r rights in the U.S. Al th o ug h  the right to serve one 

beyond point in Europe was gra nt ed  by the 1980 M em or a n d u m  of 

Und erstandi ng , that right has been held in a beyance  by the 

failur e of the U.S. to rati fy the 1980 agreement.

4. Co mm e n ce m en t  of service by U.S. c a r r i e r s .

Korea follows a l a is se z-faire  a ppro ac h with respect to 

st ar t -u p service by U.S. carriers. Both Braniff and Pan Am were 

able to initiate service to Seoul with a m i n i m u m  of bother and 

delay. This is in stark cont ra st  to the di ff i cu l ti e s typically 

e x p e r i e n c e d  in Latin A m e r ic a  and Japan. Th ro u gh ou t  Central and 

South America, the pr o bl e ms  as so c ia t ed  with  st art-up o pe ra tions 

have be en  acute. C ha llen ge  Air Tr an sport e xp er ienced p a r t i c u l a r  

d if f ic u l t y  in G u a t em a la  and Peru, wher e its attempts to begin 

op er a ti o ns  m e t  delay af te r delay. B u r e a u c r a t i c  delays also 

stalled the com me n ce m en t of service by United  to Japan. The 

J apanes e relented only afte r intense p r e ss u re  from the U.S. 

including several re ta li a to r y m e a su re s  aga in st  Japan Air Lines.



- 1 5 -

U. S.-Kor ea  avi ation relations have never re ached the nadir 

m a r k e d  by United's appli ca t io n  to serve Japan. U.S. car r i er s 

have be en  free to come and go from Seoul p re t ty  much as they 

p l e a s e .

As indicated by this review of U.S.-R.O.K. av ia tion 

relations, the Republic of Korea has been c oo p er a ti v e and 

fl exible in ragotiations with the Unit e d  States. The co rdial 

at ti t ud e  of the Korean G ov e rn m en t has led to p r a g m a t i c  a v i a t i o n  

ag reements, em phasizing a balanced  e xchang e of eco no m ic  rights 

and opportunities. It is anomalous, to say the least, that the 

nation whic h has c ha mp ioned "open skies" shou ld  respond to the 

Korean appr oa ch of lowering co n st ra ints and p r o m ot in g  c o m p e t i t i o n  

by r e fu si ng  to ratify the 1980 M e m o r a n d u m  of Unde rs t a nd i ng .  The 

p re se n t U.S. posi tion not only p en al izes a trusted A m e r i c a n  ally 

but un de rm in e s the basis for wha t has been up to now a very 

specia l relatio ns hi p between the U.S. and Kor^a wi th  re spect to 

avi ation affairs.

B. R at i ficatio n Of The 1980 MOU Will G u a r a n t e e  U.S. Ca r ri e rs  
Su ffi ci en t Space For S e l f -H a nd l in g Of Ca r go  At Kimpo 
In ternational Airport.

The 1979 letter from the A m e r i ca n A m b a s s a d o r  to the Kor ean 

Forei gn Minis tr y secured for U.S. carrier s the right to s e l f­

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

area p r e s en t ly  used by U.S. carriers pre v en ts  them from s e l f­

handling all freight.
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The construction of a new c ar go  fa ci lity at Kimpo will 

pr ovide a co nsiderably larger space (in exce ss  of 4,032 square 

meters) for the exc lusive use of U.S. ca rg o carriers. The 

a dditio n of this space will remove the ph ys ic a l c on st r ai n ts  which 

c u rr e nt l y prevent U.S. carr ie rs  from se l f- h a n d l i n g  all their own 

cargo. Consequently, wi th  the co n st r u c t i o n  of the new facility, 

import, export, and transit cargo will be to tal ly s e l f- h an d le d by 

U.S. carriers.

C. The Route Rights G r a n te d  To KAL Under  The 1980 MOU Are A 
Reason able Ex p ansion  Of Its Present A u t h o r i t y  And Are 
Consist ent With Si m il a r Rights G r a nt e d To Ot he r Nations.

In ap proaching the 1980 a viation  negotiations, Korea sought 

an ex p a ns io n  of route rights for KAL. As pr e vi o us l y noted, these 

route rights were s ev er el y limited and far less than the rights 

e nj oy ed  by U.S. carrie rs  se rv in g Korea.

Pri or to 1978, KAL was restr ic ted to one U.S. r o u t e — from 

Seoul to Los Angeles, via Tokyo and with 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 

a cc e pt an c e of a "liberal" b i la teral agreement, gr an ted to KAL the 

right to provide p a s s e n g e r  and ca rg o se rvice to New York, with 

p a s s e n g e r  stopover rights (but not traffi c rights) at Anchor age. 

The 1980 MOU allowed KAL full traffic (as o p po se d  to stopover) 

rights at Anchorage, upon n ot i fi c a t i o n  by the Korean G o ve r nm en t  

that it had removed r e s tr i ct i on s on se rvice to Co mmun is t nations 

as par t of the "beyond rights" of U.S. c a rr ie rs  servin g Seoul. 

Under the same agreement, KAL was g iv en rights to Oakland, upon 

c om p le t i o n  of the new c ar go  faci li ty at Ki mp o In te rnational
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Airport. One year af te r the cargo fa c il it y  was completed, KAL 

was to receive rights to Chicago, and one ye a r after that, beyo nd  

rights from one point  in the U.S. to one p o in t  in Europe.

The new a ut ho ri ty g r a n t e d  to KAL as part of the 1980 MOU was 

not given for "free" but resulted from ne go t ia t io n s bet w ee n the 

U.S. and Korea. In each case, the new route rights w er e  cl os el y 

tied to addit io na l b e n e f i t s  for U.S. carr ie r s serving Seoul.

Moreover, the route rights g r a n t e d  to o th e r co u ntries under 

s imilar bil ateral a g r e e m e n t s  are far mor e s i gn i fi c an t than those 

gr anted to Korea u n de r  the 1978 and 1980 agreements. O t h e r  Asi an 

nations agreeing to p r o c o m p e t i t i v e  b i later al  ag r ee me n ts  recei ve d 

new route rights in return. Taiwan, for example, p r e s en t ly  

enjoys rights to Guam, Honolulu, Seattle, San Francisco, Los 

Angeles, Dallas, and New York, plus bey on d rights to a po in t in 

Europe and a point in e i t h e r  Ce ntral or South America. T h ai la nd  

enjoys rights to New York, Honolulu, Los Angeles, Guam, Se attle 

and one a dd it ional point, toge ther wit h beyond rights to Canada 

and Europe. Even c o u n t r i e s  wh ich have been r e st r ic t iv e  in rights 

granted to U.S. carri er s have enjoy ed  rights c o mp ar a bl e  to those 

conferred  by the U . S . - K o r e a  avi a t io n agreements. The U.S.- 

P hi li ppine agreement, for example, w h i c h  cont ains str ic t capacit y 

and d e si g n a t i o n  limita tions, gr an ts  P h i li p pi n e c a rr ie rs righ t s  to 

Guam, Honolulu, San Francisco, Los An g el e s and five p o in ts  to be 

elected, toge th er  wi t h  b e yo nd  rights to three co u ntries  to be 

selected.
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D. Im p l em e nt at i on  Of The 1980 MOU Will Mean Better 
Se rvice For Ch ic ag o  And San Francisco/Oakland.

The new route rights gr anted to KAL under the 1980 a g r e e me nt  

will allow a boost in service to ma rk ets which at pr ese nt are 

un de r develo pe d.  Al th ough Chicago and San Fra n ci sc o /O a kl a nd  

pr es en tly receive se rvice from U.S. carriers flying to Korea, 

traffi c and revenue generated by these points is far g r e a te r  for 

ot her t r an s p a c i f i c  markets. For example, there are t hi rt y -f o ur  

w e e k l y  p a s s e n g e r  flights to Tokyo from Chicago, non- stop and 

one-stop, with simil ar  service from San Fra ncisco 49 times a 

week. (Exhibit A, Table 20). Contrast this with the fr eq ue ncy 

of service to Seoul, wh ic h features only 16 weekly flights from 

Ch ic a go  and 12 flights from San Francisco. (I d .)

The figures for air cargo over these routes also indicate 

u n d e r d e v e l o p e d  markets. Last year at Chicago, air cargo export s 

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

com pared to the same figures for trade with Japan (Exhibit A, 

Table 22). For San Francisco, the percenta ge s are 8.5% and 

13.8%. In ot he r cities served by U.S. carriers, the air cargo 

figures for the U.S.-Ko re a and U.S.- Japan mark e ts  reflect a much 

nar rower gap. (]jl. ). The addition of KAL service to C h i c a g o  and 

Oa kl a nd  w o ul d  spur c ompe ti ti on between carriers, lower fares, and 

promote the developme nt  of those markets. However, this will 

only come about if the U.S. implements 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 IO NS  TAKEN BY KO RE A C O N C E R N I N G  THE 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

The 1980 MOU s t i p u l a t e d  se ve ral understandings. W hile the 

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

taken the n ec e ss ar y ac ti on s to im plement most of the m e a s u r e s  

a gr e ed  upon. U.S. c ar riers have al r ea d y been enjoying the 

b en ef its wh ic 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 storage fa ci lity p r o b l e m  and ex em ption of U.S. 

c a r r i e r  grou n d  ha nd l in g  e q u i p m e n t  from the normally appl ic ab le 

c us t o ms  duties.

The m a jo r issue w h i c h  has p r e v e n t e d  U.S. ra t if ic at ion and 

i m p l e m en ta t io n  of the 1980 M e m o r a n d u m  of Understa nd in g concerns 

the c o n s t r u c t i o n  of an a dd i t i o n a l  cargo facility at Kimpo 

I nt er na ti o na l  Airport. The fo ll owing account of the delays 

s u rr o u n d i n g  c o n s t r u c t i o n  of the Kimpo cargo facility is intended 

to dispel  any m i s c o n c e p t i o n  that the Kor ea n Governme.it has 

d i s r e g a r d e d  its c o m m i t m e n t s  u nd er  the 1980 agreement by impeding 

p ro g r e s s  on the new ca 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  provided that the 

Ko re an  G o v e r n m e n t  w o u l d  p r e s e n t  to U.S. carriers a specific 

pr o po s al  for the c o n s t r u c t i o n  of a new cargo facility and would 

p r o v id e  the op ti on for U.S. carrier s to construct the building. 

The a gr e e m e n t  fu rt he r p r o v i d e d  that, if the option was not 

e xercis ed , the Kore an  G o v e r n m e n t  w ou l d construct the facility  on 

its own.
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On May 8, 1980, less than four wee ks  a f te r  the a g r e e m e n t  was 

signed, the Korean G o ve rn m e n t  p r e s e n t e d  its sp e c if i c p r o p o s a l  for 

co nstruction of the new cargo fac i li ty  to the U.S. carriers. The 

proposal, which was a cc o mp a n i e d  by p r e l i m i n a r y  d e si gn  sketches, 

co ntemplated a facility of 2,688 squ ar e m et e rs  w hi ch  w o u l d  be 

erecte d immediately ad ja c en t  to the space then being a l l o c a t e d  to 

the U.S. carriers. In a letter dat ed Ju ne  13, 1980, Fly in g Tiger 

not ified the Korean G o v e r n m e n t  that it w as  e xe r ci s i n g  its option 

to construct the facility and re qu e st ed  that the f a c il i ty  be 

ex panded to comprise 4,032 square meters.

On Nov ember 17, 1980, the Kore an a ut h or it i es  a p p r o v e d  Flying 

Tiger's request, subject to the r e q u i r e m e n t  that the fa ci lities  

be constructed in c on f or m it y wi th  a pp l ic a b l e  Korean laws and 

regu lations and that, upon co mp let ion, title to the faci li t y be 

transfer red to the Ko rean Go ve r n m e n t  as p r e s c r i b e d  by the 

Na tional Properties Act, a r e q u i r e m e n t  w h i c h  all co m pa ni e s in 

Korea must co nf or m to.

In the months fo l lowin g the a p pr ov al of its proposal, Flying 

Tiger did not submit c o n s t r u c t i o n  plans or ot h er  info rm at ion 

regarding the facili ty  to the K o re an  autho ri ti es. Six month s 

later, Flying Tiger s u b m i t te d  to Korean a u t h o r i t i e s  a draft 

agree ment to lease pr e m is e s lo ca te d at Ki mpo in or der to de ve lo p  

and construct a cargo f acility  c o n s i s t i n g  of 3,360 squa re  meters. 

Because the draft a gr e em en t  s u b m i t t e d  by Flying Tig er  c on t ai n ed  

terms inconsistent wi th  re le v an t  Korean laws, the Korean 

authorit ies advise d Flying T ig e r that its dr aft a g r e e m en t  did not



co nform to Korean law and prov id e d Flying Ti ger with the

a pp ropriate forms and p ro c e d u r e s  to be followed in c o n ne ct i on

wi th  c o ns t ru ct io n of the facility. In June 1981, Korean

officials advised the U n i te d  Stat es  of the recent d ev e lo p m e n t s

co ncerning the cargo fa c i li t y at Kimpo.

On July 13, 1981, noting that Flying Tiger's delay was 

holdi ng up impleme nt at ion of the 1980 M e m o r a n d u m  of 

Understanding, the Ko re an  Min i s tr y of Tra ns p or t  sent a letter to 

Flying Tiger requesting it to commen ce  c o n s t r u c t i o n  "at the 

ea rliest possibl e date". Korean  o f fi ci a ls  ad vised the U.S. State 

Depar tment of the Mi ni s tr y  of T r an s po r t' s letter to Flying Tiger. 

Flying Tiger did not respond  to the letter.

Ov er the next thi rt ee n months, Flying Tiger informally 

raised several objections, through the U.S. Embassy in Seoul, 

co ncerning exi sting Korean laws g o v e r n in g  the c o n s t r u c t i o n  of 

facilities at Kimpo Airport. The p r i n c ip al  o b j e c t i o n  co n ce rn ed  

the a p pr ox im ately ten ye ar  a m o r t iz a ti on  pe ri o d  s pe ci f ie d  in 

Korean law —  a r e q ui re m en t  w hi c h ap pl ie d to all facil ities 

co nstructed by Korean Air Lines or any ot her pr i va t e com pa ny  at 

Kimpo Airport. On June 15, 1982, the K o re an  a u th o ri ti e s advised 

Flying Tiger that it wou ld  be allo we d to a m or ti ze the new cargo 

facility ove r 20 years and re quested "timely c on st r u c t i o n  of the 

air cargo facility for early i m p l e me n ta ti o n of the M e m o r a n d u m  of 

Unders tanding". The U.S. Embassy in Seoul also was a d v i se d  of 

this fact.



By letter d at ed  April 28, 1983, Flying Tiger advi s e d the 

Deputy A s s i st a nt  S e c r e t a r y  of St ate that Flying Tiger was 

accepting the last p r o p o sa l  of the Kore an G o v e r n m e n t  for 

con st r uc t io n  of the ca rg o ter minal at Kimpo. In the same letter, 

Flying Tig er  also stat e d that it was w i t h d r a w i n g  "all o bj e c t i o n s  

to the immediate i m pl e m e n t a t i o n  of each of the rights g r a n t e d  to 

the Korean de s ig n a t e d  air car rier" as s pe c if i ed  in the 1980 

Me mo r a n d u m  of Understanding.

On  May 10, 1983, Flying T ig e r stated in a letter to the 

Deputy As si s ta n t S e c r e ta ry  of State that it did not have the 

necessary financ in g re sources  to build the pr o po s ed  facility at 

Kimpo:

Under the K o re an  G o v e r n m e n t ' s  proposal, no 
financial aid is a v a i la b le  nor can the building 
itself be used as co ll a te r al  for a c o n s t ru c ti o n 
loan. The lack of those advantages, co mbined with 
Flying Tiger's current fi n a nc i al  condition, compel 
the ca rr i e r to fo re go  at this time its option to 
build.

Flying Tiger has yet to adv is e the Kor ean Go v er n m e n t  as to its 

intentions wi th  respect to the c o n s t r u c t i o n  of the facility.

In orde r to resolve the issue and p r o ce ed  with 

implem e nt a ti o n of the 1980 M e m o r a n d u m  of U nd e rs ta nd ing, the 

Korean Go ve r n m e n t  has u n d e r t a k e n  the c on s tr u c t i o n  of the Kimpo 

cargo f ac ility w h i ch  has been delay ed  by Flying Tiger's inaction. 

The new faci li ty will enable F lyin g Tiger and N o r t h w e s t  (and Pan 

American, shoul d it so desire) to s e l f - h a n d l e  inbound, o u t b o u n d  

and tr ansit cargo at Kimpo. The U.S. c arrier s will have 

e xc lu sive use of the f ac ility on rental terms c om pa r a b l e  to those
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cu rrently being enjoyed by the carriers. W i t h  the a d d i t i o n  of 

the new building, U.S. c a rr ie rs will have ex cl u s i v e  use of 

a p p ro xi m at e ly  one-third of the cargo area at Kimpo, w i t h  all 

other carriers - including Kore an Air Lines - jointl y s h ar i ng  the 

remai ning space.

Wh en  all of the facts su r ro un ding c o ns t r u c t i o n  of the new 

cargo faci lity at Kimpo are taken into account.- the only po ss i bl e  

concl u si o n must be that the Kor ean Go ver n me nt  has d e m o n s t r a t e d  

good faith - and co ns id er a bl e  goodwill - in its effo r t s to 

implement not only this m a j o r  issue but all issues of the 1980 

M em o ra n d u m  of Un derstanding. The 1980 a gr ee m en t  re qu ir e d the 

Korean a u th or ities to pr es en t  a proposal for the facility, and 

they did so. Flying T ig er  e x ercis ed  its op ti on  to co ns t ru c t the 

facility, and the Korean aut horitie s urged the carr i er  to get on 

with the work. Flying T iger requested an increase in the size of 

the faci lity by 50 percent, and the Korean a u th o ri ti e s agreed. 

Flying Tig er requested relief from Korean re gu la t io n s g o v e r n i n g  

am ortization, and the Kor ea n author it ie s agreed. And, once 

Flying Ti ge r decided that it wo uld not go forward with the 

fac ility due, in part, to its own financial condition, the Korean 

G o ve r n m e n t  stepped forward to construct the m u l t i - m i l l i o n  d o ll a r 

project. Such a record har dl y supports the noti on  that the 

Rep ublic of Korea has ignored its com mi tments un de r  the 1980 

M e m o r a n d u m  of Understanding.
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V. CO NCLU S IO N

For the past five years, the United States and Korea have 

been d e ad l oc ke d  ov er  implem en ta tion of their 1980 air tr an sport 

agreement. While Korea has on several occasions  pr op o se d  formal 

ra ti f i ca t io n of the 1980 MOU, the United States has s t e ad fa s tl y  

refused, citing the lack of progress on a new cargo faci lity at 

Kimpo.

The commit me nt  of the Korean G ov ernment  to co nstruct  the 

cargo terminal at Kimpo has mo ot ed  U.S. objec ti ons to 

ratification. W it h  c on s t r u c t i o n  already started, the interests 

of the U.S. are no lon ge r served by a continued refusal to ratify 

the 1980 agreement. In fact, further delay in implementi ng  the 

1980 MOU will de ny si gn i f i c a n t  economic benefits and co m pe ti ti ve 

o pp 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 Understanding, the U.S. 

undertook  a c o mm i tm e nt  to seek its ratification and adhere to its 

provisions. The U.S. sh ou ld now prove as good as its wor d and 

implement the 1980 agreement.
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TABLE 1

K O R E A  IS THE S E C O N D  L A R G E S T  T R A N S P A C I F I C  P A S S E N G E R  M A R K E T

1983

P a s s e n g e r s

Between U S A  a n d :

Japan 3 , 6 7 0 , 0 9 0

R e p u b l i c  of K o r e a  4 5 8 , 9 9 9

Hon g K o n g  4 0 0 , 9 7 8

T a i w a n  2 8 0 , 9 2 2

S i n g a p o r e  112, 7 2 7

Note: T h e  source da t a  (US I m m i g r a t i o n  & N a t u r a l i z a t i o n  S e r v i c e  reports) 

f r e q u e n t l y  u n d e r s t a t e  traf f i c  levels in c e r t a i n  t r a n s p a c i f i c  

m a r k e t s  b e c a u s e  r e p o r t i n g  c a r r i e r s  fail to r e p o r t  true o n - f l i g h t  

origirv-destination and inst e a d  r e p o r t  o n l y  th e  f i r s t  f o r e i g n  port 

o f  arrival or last f o r e i g n  p o r t  en r o u t e  to th e  U.S. Thus, a 

Seoul-bound, p a s s e n g e r  on Los A n g e l e s - T o k y o - S e o u l  f l i g h t  m a y  be 

r e c o r d e d  as a U . S . - J a p a n  p a s s e n g e r  r a t h e r  than US-Korea.

Similarly, a H o n g  K o n g  b o a r d i n q  p a s s e n g e r  on a H o n q  K o n g - T o k y o - L o s  

A n g e l e s  fl i g h t  m a y  be r e c o r d e d  as a J a p a n - U S  p a s se n g e r .

Source: U S D O T / I & N S .



KOREA IS THE SECOND LARGEST TRANSPACIFIC PASSENGER MARKET

U.S. -JapanYear Number Growth
1978 2,568,923 -

1979 3,073,505 19.6X
1980 3,177,994 3.4
1981 3,352,066 5.5
1982 3,527,032 5.2
1983 3,670,090 4.1
YE 10/31/84 4,154,767 13.2

Average Growth
1978-1904 8.5*

PASSENGER STATISTICS BETWEEN 
THE U.S. AND SELECTED ASIAN POINTS 

1978 - 1984

U.S.-SinaaDore U.S.-Hong Kong U.S. -Taiwan U.S. Korea
Number Growth Number Growth Number Growth Number Growth

0,905 142,000 168,720 - 183,571 1/
35,458 298.2* 272,739 92. IX 179,956 6.7 X 293,284 59.8X
88,931 150.8 363,296 33.2 203,447 13.1 411,352 40.3

115,612 30.0 342,605 (5.7) 235,880 15.9 406,717 (1 .1 )
124,586 7.8 324,244 (5.4) 263,362 11.7 457,600 12.5
112,727 (9.5) 400,978 23.7 280,922 6.7 458,999 0.3
100,521 (10.8) 540,209 34.7 333,047 18.6 496,813 8.2

77.8X 28.8X 12.IX 20.OX

1/ Northwest on strike 04/29/78 - 00/14/78.

Source: USDOT/IWS.
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KOREA IS THE FOURTH LARGEST TRANSPACIFIC AIR CARGO MARKET

AIR CARGO EXPORTS/IMPORTS BETWEEN 
THE U.S. ANO SELECTED ASIAN POINTS 

1979 - 1984

Year U.S.-Japan U.S.-Singapore U.S.-Hong Kong U.S.-Taiwan U.S. Korea
1,000 Pounds 

312,003
Growth 1,000 Pounds Growth 1,000 Pounds Growth 1,000 Pounds Growth 1,000 Pounds Growth

1979 44,065 127,672 - 91,410 - 73,068 -
1980 328,577 5.3X 45,809 4 .OX 120,134 (5.9)* 89,952 (1.6)* 68,135 (6 .8 )*
1981 341,449 3.9 52,506 14.6 135,923 13.1 110,096 22.4 77,380 13.6
1982 327,849 (4.0) 58,072 10.6 136,151 0.2 118,977 8.1 91,662 18.5
1983 408,673 24.7 83,922 44.5 190,395 39.8 173,754 46.0 130,275 42.1
1984 586,158 43.4 109,215 30.1 256,139 34.5 217,217 25.0 141,157 8.4

Average Growth
1979-1984 14.7X 20.8X 16.3X 20.OX 15.2X

Source: US Department of Commerce, Bureau of the Census, FT-155, U.S. General Imports, 1979-1984, and FT-455, U.S. Exports, 1979-1984.
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T A B L E  4

T H E  U N I T E D  S T A T E S  H A S  M A D E  E X T E N S I V E  USE 

OF ITS M U L T I P L E  D E S I G N A T I O N  R I G H T S

C A R R I E R S  D E S I G N A T E D  TO S ER V E  U . S . - R E P U B L I C  OF K O R E A  M A R K E TS ,

U.S. AN D  R O K F LAGS

K o r e a_____________________________  United States

Ai r  L i n e s  N o r t h w e s t  A i r l i n e s

P a n  A m e r i c a n  W o r l d  Airways 

T h e  F l y i n q  T i g e r  L i n e  

B r a n i f f  A i r l i n es  

W o r l d  Airw a y s 

H a w a i i a n  A i r  L ines 

T r a n s  C arib A i r  Inc.

T r a n s  Inter n at i o n a l  A i r l i n e s  

A m e r i c a n  A i r l i n e s  

C o n t i n e n t a l  A i r l i n e s  

T r a n s  W o r l d  A i r l i n e s  

U n i t e d  A i r l i ne s  

U n i t e d  Ai r  C a r r i e r  

Jet C h a r t e r



TABLE 5

SINGLE PLANE S E R V I C E *  P R O V I D E D  

BETWEEN THE U.S. AND T H E  R E P U B L I C  OF K O R E A  

BY F L A G  OF CARR I E R  

SPRING 1985

U . S .  CAR RIE RS  SERVE MORE U . S .  P O I N T S

THAN THE S IN GL E  KOREAN CARRIER DOES

Po i nt s  in the U S A  Li n ke d  to ROK and S e r v e d  b y :

- ROK C a r r i e r  -U S A  C a r r i e r s

H o n o l u l u  C h i c a g o

Los A n g e l e s D a l l a s / F o r t  W o r t h

N e w  York (JFK) D e t r o i t

H o n o l u l u

G u a m

H o u s t o n

M i n n e a p o l i s / S t .  Paul 

Ne w  O r l e a n s  

N e w  Yor k  (JFK)

P h i l a d e l p h i a  

San F r a n c i s c o  

Seat t l e  

W a s h i n g t o n

Los A n g e l e s  (to s t ar t  J u n e  6)

* I n cludes f l i g h t s  w it h  sin g l e  f l i g h t  numbe r s  even th o u g h  fl i g h t  

r e q u i r e s  a change of gauge.

Source: Official A i r l i n e  Guide, W o r l d w i d e  E d i tion, F e b r u a r y  and April,

1985.



TABLE 6

NUMBER OF P A S S E N G E R  F L I G H T S  B E T W E E N  

R E P U B L I C  OF K O R E A  A N D  THE U.S. BY U.S. P O I N T S

(One w a y  basis per week)

Spring, 1985

U . S .  CAR R IE RS  OFFER MORE

S ERV ICE  TO MORE P O IN T S  THAN THE S IN GL E

KOREAN CARRIER DOES

February, 1985 May, 1985

Be t w e e n  ROK and:

ROK

C a r r ie r s

US

C a r r ie r s

ROK

C a r r i e r s

US

Carrier:

C h i c a g o 0 10 0 13

D a l l a s / F o r t  W o r t h 0 0 0 2

D e t r o i t 0 1 0 0

G u a m 0 2 0 2

H o n o l u l u 16 20 16 18

H o u s t o n 0 3 0 2

Los A n g e l e s 22 0 24 2  y

M i n n e a p o l i s / S t .  Paul 0 1 0 0

N e w  O r l e a n s 0 3 0 2

N e w  Y o r k 8 4 10 12

P h i l a d e l p h i a 0 1 0 0

San F r a n c i s c o 0 17 0 16

S e a t t l e 0 11 0 10

W a s h i n g t o n 0 4 0 4

J /  N o r t h w e s t  A i r l i n e s  s e r v i c e  to s t a r t  J u n e  6.

Source: O f f i c i a l  A i r l i n e  Guide, W o r l d w i d e  Edition, F e b r u a r y  and April, 1985.



TABLE 7

AL L  C ARGO F L I G H T S  B E T W E E N  

R E P U B L I C  OF K O R E A  A N D  THE U.S. BY F LA G  OF CARR I E R  

(One w a y  b asis per week)

Sp r in g  1985

U . S .  CAR RIE RS  OFFER MORE

S E RV IC E  TO MORE P O IN T S  THAN THE S INGLE

KOREAN CARRIER DOES

B e t w e e n  ROK W

W e e k  E n d i n q  

M a r c h 18, 1985US" T O

and: C a r r i e r C a r r i e r C a r r i e r

C h i c a go 0 9 0

Los A n g e l e s 12 7 12

N e w  Yor k 10 9 10

San F r a n c i s c o 0 8 0

Seat t l e 0 1 0

Week E n d i n g  

M a y  5, 1985

u T“
C a r r i e r s

9

7 

9

8 

2

Source: Offic i a l A i r l i n e  Guide, W o r l d  W i d e  Edition, M a r c h  and A pril 1985.



TABLE 8

A N N U A L  A V A I L A B L E  S EATS 

IN S C H E D U L E D  SERVICE 

BETWEEN THE U.S. A N D  THE R E P U B L I C  OF K O R E A  

1978-1985

U . S .  C ARR IER S  OFFER MORE CAPACITY
THAN THE S IN GL E  KOREAN CARRIER DOES

* of

Y ear Flag T o / F r o m  SEL Beyond Total T otal

1978 ROK 3 3 0 , 6 42
. 3 3 0 , 6 4 2 4 7 *

USA 3 6 8 , 7 8 4 - 368,784 53 *

6 9 9 7 4 2 6 - 6 9 9 , 4 2 6 100*

1979 ROK 482,911 - 482,911 52 *

USA 4 2 3 , 6 9 6 13,936 4 3 7 , 6 32 4 8 *

906 ,307 - 9 2 0 / 5 4 3 100*

1980 ROK 5 5 9 , 1 4 3 5 5 9 , 1 4 3 4 4 *

USA 5 5 5 , 4 9 0 161,096 7 1 6 , 5 8 6 56 *

1,114,F T C 161,096 1, 2 7 5 , 7 2 9 100*

1981 ROK 5 40,5 7 9 • 5 40,5 7 9 5 0 *

USA 4 1 2 , 8 9 3 122,798 535,691 5 0 *

9 53,472 122,798 1 , 0 7 6 , 2 7 0 1 00*

1982 ROK 5 7 4 , 2 3 6 .. 5 7 4 , 2 3 6 5 2 *

USA 3 7 3 , 9 0 6 153,660 527, 5 6 6 4 8 *

9 4 8 , 1 4 2 1 53,6 6 0 1 ,1 0 1 , 8 0 2 100*

1983 ROK 682,851 _ 682,851 5 1 *

USA 4 5 2 , 7 6 4 215, 1 2 4 6 6 7 , 8 88 4 9 *

1,1 35 , 6 1 8 2 1 5 , 1 2 7 1 , 3 5 0 7 7 3 0 100*

1984 ROK 6 7 3 , 5 5 6 6 7 3 , 5 5 6 4 4 *

USA 631,579 220,246 8 5 1 , 8 2 5 56 *

1,-3057135 2 2 0 7 2 4 5 1,525,381 100*

1985 (P r o j e c t e d ) ! /

ROK 7 8 0 , 3 9 0 OB 7 8 0 , 3 9 0 4 0 *

USA 8 8 2 , 6 8 7 280,137 1,162,824 6 0 *

1,553","077 2 8 0 , 1 37 1 ,9 4 3 , 2 1 4 100*

1/ B a s e d  on F e b r u a r y  and M a y  1985 actual plus s e c o n d  h a l f  1985 p r o j e c t e d  

—  on r e l a t i o n s h i p  of se co n d  h alf 19 82-1984 to f irst h a l f  o f  1982- 1 9 8 4 .

Source: Official A i r l i n e  Guides, F e bruary, May, A u q u s t  and N o v e m b e r  of

each year.



U.S. CARRIER: OFFER MORE CAPACITY 
THAN THE Sit \E KOREAN CARRIER DOES

WEEKLY PASSENGER CAPACITY, U.S.-KOREA, BY FLAG OF CARRIER
1978-1905

Weekly Scheduled Seats
Week Ending 
03/16/78

03/18/79

03/18/80

03/18/81

03/18/82

03/18/83

03/18/84

03/18/85

05/18/85

Flag to/from USA beyond SEL Total
ROK 5,878 _ 5,878
USATotal

6,30412,182 -
6.304 12,182

ROK 7,064 _ 7,064
USA 7,800 - 7,880
Total 14,944 - 14,944
ROK 10,814 . 10,814
USA 8,952 1,072 10,024
Total 19,755 T|T577 20,630
ROK 10,269 _ 10,269
USA 7,880 2,364 10,244
Total TB7TC9 2!36* 20,513
ROK 9,750 • 9,750
USA 7,880 2,364 10,244
Total T O T 2,364 19,994
ROK 13,038 - 13,038
USA 4,728 2,364 7,092
Total 17,755 2,35? 20,130
ROK 12,820 . 12,820
USATotal

10,90623,726
M 28
?777B

15,634
281454

ROK 13,378 • 13,378
USATotal

13,15226,530
3.9403.940

17,092
3ot?70

ROK 15,750 . 15,750
USATotal

16,960 1/ 32̂  710 6,592 I! 5^592 23,552 
39 302

service LAX-SEL-MNL effective June 6, 1985.

Percent of Total
48.251.8

l U O

47.352.7 
1 5 0

51.948.1 
1 (5 0

50.149.9 
lU O

48.851.2 
100.0

64.835.2 
1 9 0

45.154.9 1150
43.956.1 
1130

40.159.9 
1U0.U

vo

Source: Official Airline Guides, Worldwide Edition March, 1978-1985

T
A

B
L
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TABLE 1 0

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

ARE L ARGE AN D  AR E R A P I D L Y  G R O W I N G

T R A F F I C  E N P L A N E D  A T  S EOUL 

BY U.S. F LAG CAR R I E R S : 197 8 - 1 9 8 4

P a s s e n g e r s  E np l a n e d

N W A PA A BNF T otal

1978 76,652 7 6 , 5 5 2

1979 114,655 - 1,340 115, 9 9 5

1980 108,677 - 10,204 118,881

1981 131,346 - - 1 3 1 , 3 4 6

1982 148,302 - - 1 4 8 , 3 02

1983 153,975 13,836 - 167,811

1984 153,151 4 6 , 1 1 4 - 1 9 9 , 2 6 5

A v e r a g e  Annual G r o w t h

F r e i g h t  E n pl a n e d  (Tons)

“FTC N W A " P A A " B N F T o t a l

1978 9 ,756 2,977 _ - 1 2,733

1979 5 , 5 5 8 4 , 2 7 6 - 44 9 , 8 7 8

1980 7 ,624 5,972 - 51 1 3,647

1981 7 , 7 7 6 7 , 1 36 - - 14,912

1982 10,194 6 , 3 78 - - 1 6,572

1983 15,848 10,364 331 - 2 6 , 5 4 3

1984 14,369 10,348 699 - 2 5 , 4 1 6

A v e r a g e  Annual G r o w t h

An n ua l

G r o w t h

+ 5 1 . 3 *  

+ 2.5% 

+ 1 0 . 5 %  

+ 1 2 . 9 %  

+ 1 3 . 2 %  

+ 1 8 . 7 %

+18.2%

An n ua l

G r o w t h

- 2 2 . 4 %  

+ 3 8 . 2 %  

+ 9.3% 

+11.1% 

+ 6 0 . 2 %  

- 4 . 3 %

+ 1 5 . 4 %

Source: CAB F o r m s  41.



TABLE 10A

CHANGES IN WEEKLY PASSENGER & CARGO F L I G H T S
BY U . S .  FLAG CARR IERS  BETWEEN

U . S .  AND KOREA

P a s s e n g e r  All C a r g o  Total Index 197 8  = 100

M a y  1978 16 13 29 100

M a y  1979 20 18 38 131

M a y  1980 32 16 4 8  166

M a y  1981 24 14 38 131

M a y  1982 20 14 34 117

M a y  1983 20 14 34 117

M a y  1984 30 18 48  166

M a y  1985 46 17 63 21 7

Source: O f f i c e  A i r l i n e  Guide, M a y  of each  year; A i r  C a r g o  Gu id e ,  M a y  of 

each year.



I

KOREA IS FOURTH HOST ACTIVE POINT FOR U.S. CARRIERS IN THE PACIFIC

REVENUE PASSENGERS ENPLANED BY U.S. CARRIERS 
1980 - 1984

Scheduled Service

Percent Growth
City 1980 1981 1982 1983 1984 1980 - 198'

Tokyo 846,665 904,434 1,042,333 1,323,790 1,520,882 79.6X
Hong Kong 294,726 277,625 267,483 354,008 388,503 31.8
Han i 1 a 126,791 154,358 169,896 206,575 211,645 66.9
Seoul 118,881 131,346 148,302 167,811 199,265 67.6
Osaka 160,918 160,982 154,166 163,935 173,948 8.1
Taipei 107,944 118,353 115,714 139,038 145,965 35.2
Sydney 106,481 105,658 96,678 110,814 111,153 4.4
Auckland 77,581 75,588 <34,068 80,133 84,734 9.2
Singapore 44,156 40,780 41,914 64,303 67,772 53.5
Melbourne 27,350 26,137 24,254 26,401 27,853 1.8
Okinawa 35,382 25,943 25,468 24,781 18,075 (48.9)
Shanghai 0 4,156 5,670 7,198 15,481 272.5 -l

|  i
Peking 0 8,040 8,168 9,082 12,076 50.2
Kuala Lumpur 0 0 0 0 0 0.0
Nandi, F .I. 29,919 19,791 16,276 13,357 0 (100.0)

Total 1,976,794 2,053,191 2,180,390 2,691,276 2,977,352 50.6*

1/ Percent growth 1981-1984.

Source: CAB Forms 41.

T
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KOREA IS FOURTH MOST ACTIVE POINT FOR U.S. CARRIERS IN THE PACIFIC

TONS REVENUE FREIGHT ENPLANfO BY U.S. CARRIERS 
1980 - 1989

Scheduled Service

Percent Growth
City 1980 1981 1982 1983 1984 1980 - 198'

Tokyo 81,033 90,839 97,597 149,747 224,303 176.8X
Taipei 34,343 35,501 39,89/ 58,255 78,561 128.8
Hong Kong 32,776 31,632 35,249 60,898 74,867 128.4
Seoul 13,647 14,912 16,572 26,543 25,416 86.2
Osaka 10,682 11,366 11,136 16,061 23,978 124.5
Singapore 2,355 2,104 3,477 8,076 12,522 431.7
Manila 3,231 3,861 4,894 6,811 11,295 249.6
Sydney 4,920 4,709 7,378 6,346 7,247 47.3
Auckland 8,372 7,434 9,207 6,612 7,083 (15.4)
Kuala Lumpur 179 336 620 1,126 4,391 2,353.1
Nandi, F .I. 886 415 944 463 4,598 419.0
Melbourne 1,373 2,447 4,350 2,552 3,492 154.3
Pek ing 0 282 264 528 548 94.3 y  

1 /

Shanghai 0 161 358 250 221 37.3 -!/
Okinawa 51 83 28 56 25 (51.0)

Total 193,848 206,082 231,971 344,324 478,547 146.9

i-]
>

---------------- w
I-1
tn1/ Percent growth 1981-1984.— I—1
ho

Source: CAB Forms 41.



U.S. CA R R I E R S  DE R I V E  M OR E  T H A N  $1 5 3  M I L L I O N  IN R E V E N U E S  F R O Mi
P A S S E N G E R  SE R V I C E  T O / F R O M  K O R E A

P a s s e n q e r s  M i l e s  P a s s e n g e r  M i l e s  

-----------    (MT)-----

S e o u l - S e a t t l e / B e y o n d 9 6 , 5 2 0  (1)

- A n c h o r a g e / B e y o n d 780 (1)

- W est C o a s t / B e y o n d  

via Tokyo 

Subtotal

110, 6 8 8  (2) 

207,988 6 , 1 5 4  (4) 1 , 2 7 9 , 9 5 8

- Taipei

- Ma n i l a

- T okyo

2 5 , 2 7 7  (1) 

3 4 6  (1) 

6 2 , 9 9 3  (3)

917

1,629

762

2 3 , 1 7 9
564

4 8,001

Total 1982 2 9 6 , 6 0 4  (3) 1 , 3 5 1 , 7 0 2

G rowth to 1984 @ 3 4 . 4 %  (5) 1 , 8 1 6 , 6 8 7

T otal Revenue @ y i e l d  of 

8.4 5j V R P M  (6) $ 1 5 3 , 5 1 0 , 0 9 3

Notes: (1) R e v e n u e  traf f i c  b y  f l i q h t  s t a g e  per ICAO D i q e s t  o f  S t a t i s t i c s  

No. 3 0 0  (1982).

(2) E s t i m a t e d  U . S . - S EL  t r a f f i c  v i a  TYO @ 115% of S E L - S E A / b e y o n d  

shown above, per r e l a t i o n s h i p  o f  f r e q u e n c i e s  in 1982.

(3) Total NWA e n p l a n e d  t r a f f i c  at SEL ir. 1982 w a s  148,302. 

T h e r e f o r e ,  total t r a f f i c  e s t i m a t e d  at 2 9 6 , 6 0 4  (148,302 x2). 

All o ther traf f i c  shown a b o v e  to t a l s  2 3 3 , 6 1 1 ,  l e a v i n q  a 

resid u a l  o f  62,993. T h i s  t ra ffic, r e g a r d e d  as f i f t h  f r e e d o m  

traffic, brings total S E L - T Y O  f l o w  to 173,681 (62,993 + 

110,688). T h e  r e s u l t a n t  173,681 is 2 3 , 4 9 8  less t han the ICAO 

r e c o r d e d  t r a ff i c  f l o w  of 197,179.

(4) A v e r a g e  m i l e a g e  o f  f l i g h t  r o u t i n g s  in 1982 b e t w e e n  SEL and 

f i r s t  (or last) U.S. m a i n l a n d  point.

(5) G r o w t h  in traf f i c f r o m  1982 to YE 10/31/84 p e r  e n p l a n e m e n t s  

at Seoul per T a b l e  10. P a r t  of gr o wt h  a t t r i b u t a b l e  to 

e n t r a n c e  of Pan A m e r i c a n  in market.

(6) NWA e x p e r i e n c e  in s c h e d u l e d  trans P a c i f i c  s e r v i c e  in 1984.



TABLE 1 4

U.S. C A RR I E R S  DE R I V E  M O R E  THAN $6 8  M I L L I O N  

IN R E V E N U E  F R O M  C A R R I A G E  OF F R E I G H T  T O / F R O M  K O R E A

Y e a r  1984 - U . S . - K o r e a  f r e i g h t  

c a r r i e d  b y  U.S. f l a g  c a r r i e r s  2 8 , 7 5 7 . 2  ton s  (1)

N o r t h w e s t / P A A  (2) - 4 3 . 5 %  12,509

F l y i n g  T i g e r  (3) - 5 6.5% 16,248

M i l e a g e  - NWA (3) 5 , 5 4 0

FTL (3) 6,483

T o n - M i l e s  - NWA 6 9 , 2 9 9 , 8 6 0

- FT L  1 0 5 , 3 3 5, 7 8 4

T otal 1 7 4 , 6 3 5, 6 4 4

Y i e l d / R T M  (4) 39*f

R e v e n u e  Total 6 8 . 1 0 7 . 90 1

N o t e s  (1) Per D e p a r t m e n t  o f  C o m m e r c e ,  Bu r ea u  of Census.

(2) D i s t r i b u t i o n  b as e d  on e n p l a n e m e n t s  at SEL

N W A / P A A  11,047 4 3 . 5 %

FT L  14,369 56.5

Total . 2 5 , 4  lb 1 I J O %

(3) M i l e a g e  as f lown b e t w e e n SE L  and first (last.) U.S. m a i n l a n d  

p o i n t  by a l l - c a r g o  a ircraft.

(4) NW A and F T L  y i e l d s  on t r a n s p a c i f i c  o p e r a t i o n s  are the same. 

P AA's is 4 2 ^ / p e r  ton m i l e  but PAA s h ar e  of t r a f f i c  w a s  mi n o r .



TABLE 1 5

U.S. C A R R I E R S  S E R V I N G  K O R E A  

HAV E  A C C E S S  T O  L ARGE F I F T H  F R E E D O M  M A R K E T S

( O r i g i n - D e s t i n a t i o n  T r a f f i c )

Total P a s s e n g e r s ,

All C a r riers, Y e a r  E n d i n g  31 D e c e m b e r  1983

C i t y To SEL F r o m  SEL Total

U.S. Flag 

C a r r i e r  N o w  S e r v i n g

3rd/ 4 t h  F r e e d o m

H o n o lu l u 46 , 1 0 1 53,614 99 , 71 5 NW, PA

Los A n g e l e s 94,121 101,392 1 9 5 , 5 1 3 NW

N e w  York 4 9 , 4 0 4 5 9,097 108,501 NW, PA

Total 189,626 214, 1 0 3 4 0 3 , 7 2 9

A v e r a g e 6 3 , 2 0 9 71,368 1 3 4 . 5 76

5th F r e e d o m

M a n i l a 2 5 , 2 1 7 2 0 , 6 8 8 4 5 , 9 0 5 NW

O s a k a 192,631 182,819 3 7 5 , 4 5 0 PA

Taipei 137,800 117,145 2 5 4 , 9 4 5 NW, PA

T o k y o 3 8 4 , 2 5 3 3 9 6 , 5 8 5 7 8 0 , 8 3 8 NW, PA

Total 739,901 717,237 1 , 4 5 7 , 1 3 8

A v e r a g e 184,975 179,309 3 6 4 . 2 8 5

F r e i g h t  (tonnes), Y e a r  E n d e d 31 D e c e m b e r  1983

C i t y To SEL F r o m  SEL Total

U.S. F lag 
C a r r i e r  N o w  S e r v i n g

3 rd/4 t h  F r e e d o m

H o n o lu l u 2 1 6 . 0 2 1,661.20 1 , 87 7 . 2 2 NW, PA

Los A n g e l e s 9 , 4 9 5 . 1 0 1 5 ,160.30 2 4 , 6 5 5 . 4 0 NW, FT

N e w  Y o r k 8 , 2 8 9 . 2 9 15,035.53 2 3 , 3 2 4 . 8 2 NW, PA

Total 18,000.41 3 1 , 8 5 7 . 0 3 4 9 , 8 5 7 . 4 4

A v e r a g e 6 , 0 0 0 . 1 4 10,619.01 1 6 . 6 1 9 . 1 5

5t h  F r e e d o m

M a n i l a 900.51 1,241.51 2 , 1 4 2 . 0 2 N W

O s a k a 6 , 2 1 9 . 2 9 5 , 2 75.02 1 1 , 494.31 PA

Taipei 7 , 0 4 5 . 1 3 2,092.95 9 , 1 3 8 . 0 8 NW, PA, FT

T o k y o 2 0 , 1 8 3 . 4 8 2 6 , 3 6 9 . 1 5 4 6 , 5 5 2 . 6 3 NW, PA, F T

Total 3 4 , 3 4 8 . 4 1 3 4 , 9 7 8 . 6 3 6 9 , 3 2 7 . 0 4

A v e r a g e 8 , 5 8 7 . 1 0 8 , 7 44.66 1 7 . 3 3 1 . 7 6

Note: PA not included in a bove O s ak a / T a i p e i  t r a f f i c  for 1983.

Source: ICAO, Ori-Flight O r i g i n  and D e s t i n a t i o n ,  D i g e s t  o f  S t a t i s t i c s  No. 307.



TABLE 1 6

U.S. C A RR I E R S  S E R V I N G  K O R E A  O P E R A T E  S U B S T A N T I A L  

C A P ACITY IN TH E  F IFTH F R E E D O M  M A R K E T S

SERVICE P R O V I D E D  BY U.S. FLAG  C A R R I E R S  IN 

F I F T H  F R E E D O M  S E C T O RS  T O / F R O M  SEOUL 

1978-1984 A N D  E S T I M A T ED  1985

Y e a r Fliqhts S_ _ t s

1978 936 3 6 8 , 7 8 4

1979 1,092 4 2 3 , 6 9 6

1980 1,430 5 3 5 , 0 0 2

1981 1,027 39 9 , 6 5 9

1982 897 3 5 3 , 4 1 8

1983 1,209 4 5 2 , 7 6 4

1984 1,716 5 9 5 , 7 3 6

Est. 1985 2,353 y 7 0 7 , 4 6 2  y

1/ B a s e d  on M a y  1985 Actual plus r e l a t i o n s h i p  of An n u a l  to M a y  s eats for 

p e r i o d  1978-1934.

Source: Official A i r l i n e  Guides, W o r l d w i d e  E di t i o n ,  F e b ru a r y ,  May,

Augu s t ,  No v e m b e r,  1978 to 1984; April 1985.



U.S . C A R G O  C A R R I E R S  S E R V I N G  K O R E A  C O N D U C T  

S U B S T A N T I A L  F I F T H  F R E E D O M  O P E R A T I O N S

S E R V I C E  A N D  C A PA C I T Y  P R O V I D E D  BY U.S. C A R G O  C A R R I E R S  OVER 

F I F T H  F R E E D O M  S E C T O R S  T O / F R O M  S EOUL 

1 9 7 8 - 1 9 8 4  A N D  E S T I M A T E D  1985

Y e a r F l i g h t s Ton s

1978 9 49 96,213

1979 949 95 , 29 0

1980 897 103,155

1981 897 103,155

1982 845 97 , 1 7 5

1983 806 92 , 69 0

1984 923 106,145

Est. 1985 84 2  y 9 6 , 1 7 2  y

]_/ B a s e d  on M a y  1985 A c t u a l  p l u s  r e l a t i o n s h i p  of Ann u a l  to M a y  tons for 

pe r i o d  1978-1984.

Source: A i r  C a r g o  Guide, Feb r u a r y ,  May, A u g u s t,  N o v e m b e r  1978-1984, April 

1985.



U .S . PASSENGER CARRIERS SERVING KOREA DERIVE SUBSTANTIAL

BENEFITS FROM FIFTH  FREEDOM MARKETS

TRAFFIC OVER FIFTH FREEOOM SECTORS INTO/OUT OF SEOUL
Revenue Passengers

FLIGHT STAGE 1982 1981 1980 1979 1978

Seoul-TalpeiCXKE 154,649192,67230,239
136,761140,65221,825

117,216121,65617,610
126,699116,8202,793

124,97795,640

NW 25,277 20,844 23,967 - -
SQTGTotal

38,10471.883
512,824

33,453 51,315 
404;850

25,40435,424341,277
18,21020,757

285,273

27,57614,118
262,311

Seoul-Tokyo ..... T[N - - 534 414 -

JLKE 265,905385,563 127,938337,068 43,767 V 278,223 162,462321,351 176,943331,968
NW 197,179 179,964 15C.198 198,393 111,723
CX - 42,036 105,939 140,541

Total 348,647 644,970 514,758 788,559 761,175

V  Complete data for year not available.
Note: The latest annual data available are for 1982.

Source: ICAO Digests of Statistics {Traffic by Flight Stage).
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U .S . CARGO CARRIERS SERVING KOREA DERIVE SUBSTANTIAL

BENEFITS FROM FIFTH FREEDOM MARKETS

FLIGHT STAGE

Seoul-Hong Kong 
FT 
KE
NWBN
TG

Total
Seoul-Osaka

FT
JLKE
NW

Total
Seoul-Talpel

CX
FT
KEMH
NW
sgTG

Total

TRAFFIC OVER NON-U.S. SECTORS INTO/OUT OF SEOUL 
Revenue Freight (Tonnes)

1982 19B1 1980 1979

324
12,251

662

13,237

5,233
1,2138,559
3.277

18,282

4,864
215

9,279380
2,515
1,2761,765

20,294

13,386
1,521

14,907

4,659
1,8459,516
3,498

19,518

4,959
291

7,611369
3,501
1,0561,155

18,942

513
9,252
1,071165

 9
11,010

4,854
816 J/ 8,709

1,605
15,984

4,179
186

5,286393
2,703

768894
14,409

6,345
1,137

7,482

2,484
1,1768,223
1,395

13,188

4,527
1,002

5,09460
3,471

729  642
15,525

1978

1,149
507

1,656

843
2,0015,838

8,682

3,591
5,280
3,516

1,614
741

 561

15,303
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TRAFFIC OVER NON-U.S. SECTORS INTO/OUT OF SEOUL 
Revenue Freight (Tonnes)

U .S . CARGO CARRIERS SERVING KOREA DERIVE SUBSTANTIAL

BENEFITS FROM FIFTH  FREEDOM MARKETS

FLIGHT STAGE 198? 1981 1980 1979
Seoul -Toicyo

BN - - 3 3
FT 10,881 7,242 6,762 6,039
JL 11 o u t  5,085 2,163 1/ 8,307KE 20.316 24,34? 23,052 22.425
NW 6,740 8,466 7,531 8,358
CX - - 1J70 3,243

Total 45,821 45,138 40,73i 48,375

1/ Complete data for year not available.

Source: ICAO Oigests of Statistics (Traffic by Flight Stage).

1978

13,689
7,30220,322
4,701
3,009

49,023
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TABLE 2 0

CHICAGO AND SAN FRANCISCO ARE RELATIVELY UNDERSERVED TO KOREA 

CONSIDERING THEIR SIZE AND IMPORTANCE

WEEKLY NON-STOP AND ONE-STOP PASSENGER FLIGHTS
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 1/

1980
T u u u r

New York 17,539
Los Angeles 11,498
Chicago 7,937
Philadelph ia 5,681
San Francisco 5,368
D etro it 4,488
Boston 3,972
Washington 3,251
Houston 3,101
D a lla s /F t . Worth 2,931

V Consolidated metropolitan s t a t is t ic a l  areas as defined by 0MB as of 
June 30, 1983.

Source: O f f ic ia l A ir l in e  Guide, Worldwide E d it io n , A p ril 1985:
S ta t is t ic a l  Abstract o f the United S ta te s , 1984, U .S . Department 
of Commerce, Bureau of the Census. ~~~



TABLE 21

C H I C A G O  A N D  SA N  F R A N C I S C O  AR E  R E L A T I V E L Y  U N D E R S E R V E D  T O  K O R E A  

C O N S I D E R I N G  T H E I R  S IZE A N D  I M P O R T A N C E

W E E K L Y  C A R G O F L I G H T S

M A Y  1985

T o / F r o m  N e w  Y ork Los A n g e l e s  C h i c a g o  San F r a n c i s c o

Seoul 19 19 9 8

T o k y o  62 36 31 3 8

Hon g K o n g  21 6 12 8

Ta i pe i  21 13 15 14

M a n i l a  6 0 4  0

Source: A i r  C a r g o  Guide, April 1985.



CHICAGO AND SAN FRANCISCO ARE RELATIVELY UNDERSERVED TO KOREA

USING JAPAN AS AN I NOEX,
AIR FREIGHT IN THE CHICAGO-REPUBLIC OF KOREA MARKET LAGS BEHIND 

NEW YORK/LOS ANGELES - REPUBLIC OF KOREA MARKETS 
(WHERE KAL PROVIDES SERVICE)

(pounds in thousands)

_______ Year 1984
U.S. Exports to - Republic of Korea

Japan

U.S. Imports from - Republic of Korea
Japan

________ NEW YORK
Pounds Rei. to Japan

9,813 19.2
51,148 100.0

41,503 39.7
104,608 100.0

LOS ANGELES 
Pounds Rel. to Japan

19,913 56.6
35,180 100.0

29,214 28.6
102,095 100.0

______ CHICAGO________
Pounds Rel. to Japan

3,469 11.5
30,211 100.0

10,609 14.5
73,077 100.0

SAH FRANCISCO 
Pounds Rel. to Japan

2,058 8.5
24,242 100.0

11,864 13.8
86,228 100.0

Source: U.S. Department of Commerce, Bureau of the Census, 1A-154, Imports, and EM 563, Exports, Monthly » ir 1984.
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MEASURED AGAINST USA-JAPAN AIR FREIGHT MARKETS, THE USA-REPUBLIC OF KOREA MARKETS MOST LAGGARD ARE CHICAGO AND SAN FRANCISCO1979-1984

Chicago 
Republic of Korea 
Japan

 Six Year TotalExport 1mports(ooo pounds)
18,100

152,872
35,259

222,837

Total

53,359
375,709

Index Japan » 100

14.2
100.0

New York 
Republic of Korea 45,975
Japan 264,992

148,382
382,992

194,357
647,984

30.0
100.0

Los Angeles
Republic of Korea 100,213 115,736 215,949 36.5
Japan 213,841 377,859 591,700 100.0

San Francisco
Republic of Korea 
Japan

7,409 47,484 54,893 14.9
131,368 236,073 367,441 100.0

Source: U.S. Department of Conroerce, Bureau of the Census, 1A-154, Imports, and EM 563, 
Exports, Monthly for 1984.
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S E N A T E  R E S O L U T I O N  NO. 30

"A Resol u t i o n  a l l owing K o r e a n  A i r l i n e s  to pick u p  p a s s e n g e r s  at A n c h o r a g e  

ai r p o r t . "

Th e  D e p a rt m e n t  o f  C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t  s t r o n g l y  en d o r s e s  the 

p a s s a ge  o f  Resol u t i o n  No. 30.

Th e  a d v a nc e m e n t  of i n t e r na t i o n a l  t r a d e  a n d  the d i v e r s i f i c a t i o n  of our e c o­

no m y  through the d e v e l o p m e n t  o f  t r a d e  is a p r i o r i t y  o f  this A d m i n i s t r a t i o n .  

O b j e ct i v e s  include a t t r a c t i n g  i n ve s t m e n t s , i n c r e a s i n g  labor p a r t i c i p a ti o n  

in our industries, and i m p r o v i n g  a c c e s s  to i n t e r n a t i o n a l  ma r k e t s .  O b t a i n­

ing the rights for K o r e a n  A i r l i n e s  to pick up p a s s e n g e r s  in A n c h o r a g e  is 

m o r e  than a s y m b o l ic  event. Such a r o u t i n g  by K o r e a n  A i r l i n e s  w o u l d  give 

A l a s k a  a direct access to our m o s t  a c t i v e  t r a d i n g  p a r t n e r  a f t e r  Japan.

Du r i n g  the past several y e ar s ,  K o r e a  has t aken o n e  o f  the m o s t  important 

i n v e s t m e n t  roles o f  a n y  f o r e i g n  na t i on  in A l a s k a ' s  e c o n o m y .  F r o m  j o i n t  

ve n tures in fishing, to coal e x p o r t s , to i n - st a t e  c o n s t r u c t i o n ,  K o r e a  has 

pr o v i d e d  an infusion of capital w h i c h  r e p r e s e n t s  a g o o d  f a i t h  i n t er e s t  in 

a l o n g - t e r m  e c o n o m i c  r e l a t i o n s h i p  w i t h  A l a s ka .  Indeed, K o r e a  sees Al a sk a  

as an ideal l oc ation fo r  t h e  d e v e l o p m e n t  o f  a s t a b l e  r e s o u r c e  b a s e  and as 

a place where it can invest capital in r e s p o n s e  to i n c r e a s i n g  p r e s s u r e  by 

the U.S. g o v e r n m en t  to r e d u c e  t h e  U . S . - K o r e a  t r a d e  d e f i c i t  w h i c h  is h o v e r­

ing in th e  billions. I n v e s t m e n t  in A l a s k a  is e s p e c i a l l y  a t t r a c t i v e  to the 

K o r e a n s  since t h e y  h a v e  t h e  o p p o r t u n i t y  o f  i n v e s t i n g  in t h o s e  r e s o u r c e  

in dustries which will b e n e f i t  tha t  nation.

M o r eover, Korean c o n s t r u c t i o n  t e c h n o l o g y  is no w  r i v a l i n g  J a p a n  in m a n y  

areas and the Kor e a n c o n s t r u c t i o n  i n d u s t r y  is l o o k i n g  for n e w  o u t l e t s  or 

m a r k e t s  for this e x p e r t i s e .  As A l a s k a  c o n t i n u e s  to d e v e l o p  its i n f r a­

st r u c t u r e  of port f a c i l i t i e s  and th e  like and as th e  S t a te  e x pa n d s  its 

i n d u s t r y  to include ne w  r e f i n e r i e s  and o t h e r  f a c i l i t i e s ,  so will K orea

c o n t i n u e  to o p er a t e  in ou r  m a r k e t p l a c e.

A l a s k a  can ill a f f o r d  to presu m e ,  h ow e v e r ,  t h a t  K o r e a  will d e v e l o p  our 

m a r k e t  potential w i t h  us u nl e s s  our p r o d u ct s  a r e  c o m p e t i t i v e l y  priced and 

our citizens, f r o m  the g o v e r n m e n t  to the p r i v a t e  sect o r ,  a r e  s u p p o r t i v e  of 

c r e a ti n g  an e n v i r o n m e n t  c o n d u c i v e  to the e x p a n s i o n  o f  trade. Such support 

can be r e p r e s e n t e d  b y  o u r  own goo d  f a i t h  e f f or t s  to m a k e  a c ce s s  to Alas k a n  

m a r k e t s  e asy and p r o f i t a b l e  for the K o re a n s .  T h e  r i g h t s  to pick up

p a s s e n g e r s w o u l d  r e p r e s e n t  s u ccessful p r o gr e s s  t o w a r d  c r e a t i n g  a good

tr a d e  a t m o s p h e r e  t h r o u g h  a new p a r t n e r s h i p  at t h e  i n t e r n a t i o na l  airport.



T h e  rights in q u estion also mean a g r e a t deal of f u t u r e  capital for the 

State. A n c h o r a g e  International A i r p o r t  a l r e a d y  p r o vides m i l l i o n s  of d o l­

lars of r e v e n u e  for th e S t a t e  thro u g h  both s t o p o v e r r i g h t s  and pas s e n g e r  

p i c k - u p  rights. Japan A i r  Lines is the b i g g e s t  c u s t o m e r  o f  the S t at e  with 

m i l l i o n s  of doll a r s  g e n e r a t e d  through landing fees, p a s s e n g e r  pick - u p  

fees, du t y  fr e e  s h o p p i n g  revenue, and the t o u r i s t  industry. Korea, h o w­

ever, is b e g i n n in g  to h a v e  m o r e  m o b i l i t y  as a national popula t i o n.  B u s i­

ness and leisure travel is b e c o m i n g  far m o r e  common than it wa s  even five 

y e a r s  ago as a r e s u l t  o f  an i n c rease in d i s p o s a b l e  income an d  a r e l a x a t i on  

in visa procedures. Th e  ri g h t s  in q u es t i o n  w o u l d  s e r v e  to s t i m u l a t e  an 

in c r e a s e d inter e s t b y  the K o r e an s  in de v e l o p i n g  the A l a s k a n  m a r k e t  as a 

t o u r i s t  d e s t i n a t io n  ra t h e r  than as m e r e l y  a s t o p o v e r  location.

A n c h o r a g e  International A i r p o r t ,  finally, is f a c i n g  a v e r y  seri o u s  fu t u r e  

issue i n v olving the p o s s i b i l i t y  of a i r lines e s t a b l i s h i n g  o v e r f l i g h t  routes 

w h i c h bypass the airpo r t .  T h e  rights in q u e st i o n  g r a n t i n g  K o r e a n  Air 

L ines th e  a b i l i t y  to pick up passen g e r s  in A n c h o r a g e  could p o s i t i v e l y  

impact this issue.

International a i r l i n e  landings at A n c h o r a g e  I n te rnational A i r p o r t  have 

i n c r e a se d  b y  4 2 %  f r o m  1981 to 1984. The i n c r e a s e  in international l a n d­

ings is p r o j e c t e d  to c o n t i n u e  through the 1 9 8 0 's. Howeve r ,  as the m a r k e t  

for n o n s t o p  flig ht s  d e v e l o p s  and n e w  a i r c r a f t  t e c h n o l o g i e s  ar e purchased, 

inter n a t i o n al  pa s s e n g e r  flig h t s  via A n c h o r a g e  Inter na t i o n a l  A i r p o r t  will 

l i k e l y  d e c r e a s e  w h i l e  n o n s t o p  f l ig h t s  over the U.S.S.R. and o ther routes 

will increase. Th e  Bo e i n g  747-400, e x p e c t e d  to be in p r o d u c t io n  in 1988- 

1989 and in use by 1990, will re d u c e  fuel c o n s u m p t i o n  b y  1 0 - 1 2 %  over 

e x i s t i n g  747 ai r c r a f t  w h i l e  incre a s i ng  p a s s e n g e r  loads b y  up to 32%. It 

will have a fli g h t  r a n g e  o f  7 ,000 miles. Th e  n o n s t o p  f l i g h t  f r o m  T o k y o  to 

Lo n d o n  is 5 , 4 0 0  miles.

It is imperative, t h e r e f o r e ,  t h a t  t h e  State w ork in c o n j u n c t i o n  w ith the 

M u n i c i p a l i t y  of A n c h o r a g e  and o ther a p p r o p r i a t e  groups to m a r k e t  A l a s k a  as 

t h e  ideal t o u r i s t  d e s t i n a t i o n  tha t  it is f o r v i si t o r s  f r o m  t h e  P a c i f i c  Rim. 

We als o need to d e v e l o p  a n y  o ther m e c h a n i s m s  w h i c h  p r o m o t e  an a n c h o r i n g  of 

th e  international a i r l i n e  c o m m u n i t y  at A n c h o r a g e  Inter n a t i on a l  A i rport.

If t h e r e  is a l e g it i m a t e  p a s s e n g e r  m a r k e t  or o t h e r i n d u c e m e n t s  for the 

c a rriers, it is u n l i k e l y  t h a t  A n c h o r a g e  I n t e rnational A i r p o r t  w o u l d  face 

c a t a s t r o p h i c  losses. Howev er ,  w e  m u s t  act n o w  to b egin th e  a n c h o r i n g  p r o­

cess. The  o b t ai n i n g  of t h e  rights pe r m i t t i n g  K o r e a n  A i r  L ines to p ic k - u p  

p a s s e n g e r s  in A n c h o r a g e  is a logical and m a j o r  f i r s t  s t e p  in our process.
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