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Offered: 2/3/89 6-0572E
Referred: Transportation

Original sponsors: Uehling, Pearce,
Szymanski, et al.

BY THE SENATE SPECIAL COMMITTEE ON
IN THE SENATE INTERNATIONAL TRADE AND TOURISM

CS FOR SENATE JOINT RESOLUTION NO. 15 (ITT)
IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE - FIRST SESSION
Supporting bilateral aviation agreements

to better promote international tourism
and the movement of cargo through the
Alaska International Airport System.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS the international movement of cargo and passengers along air
routes available for service by Alaska airports is increasing and w ill
continue to increase over the foreseeahle future; and

WHEREAS Alaska, with its wunique geopolitical position is a national
resource with an inimitable opportunity to service intercontinental, inter-
national, and domestic flights; and

WHEREAS Alaska's airports have developed world-class facilities for
the smooth, efficient, and cost-effective handling of tremendous volumes of
international passenger and cargo traffic; and

WHEREAS more than 1,700,000 passengers and 7,100,000,000 pounds of
cargo flying between Europe and Asia traveled through the Alaska Inter-
national Airport System in 1988; and

WHEREAS Alaska's efforts to attract international visitors are greatly
hampered by unnecessary limitations on landing rights, visas, and interna-
tional carriers flying domestic routes; and

WHEREAS an aviation bilateral committee has been established in the
Alaska Department of Transportation and Public Facilities to coordinate
state action in support of efforts to expand international visitation and
use of the Alaska International Airport System; and

WHEREAS the United States is currently involved in negotiations to
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secure new bilateral aviation agreements with countries likely to pursue
air travel opportunities in Alaska if allowed; and

WHEREAS the United States government is currently working to estahlish
a more positive international air travel system that is likely to benefit
Alaska; and

WHEREAS technological developments, including production of the Boeing
747-400, make transpolar travel possible without refueling stopovers in
Alaska; and

WHEREAS these technological developments may have negative effects on
Alaska's ability to directly serve international markets;

BE IT RESOLVED that the Alaska State Legislature strongly encourages
the United States Department of State and Department of Transportation to
continue to support Alaska's efforts to address the opportunities existing
in the international air travel market through the ongoing bilateral
aviation agreement negotiations; and be it

FURTHER RESOLVED that the Alaska State Legislature strongly urges the
Governor to continue to ensure that all departments of state government
work cooperatively to advance Alaska's interests in international aviation
bilateral agreements.

COPIES of this "esolution shall be sent to James A. Baker, IIl, Secre-
tary of State; Samuel K. Skinner, Secretary of Transportation; and to the
Honorahle Ted Stevens and the Honorable Frank Murkowski, U.S. Senators, and
the Honorable Don Young, U.S. Representative, members of the Alaska delega-

tion in Congress.

CSSJR 15(ITT) -2-



*introduced: iliyley _ _ b-Ub/ZA
Referred: Special Committee on International
Trade and Tourism and Transportation

BY UEHLING, PEARCE,
SZYMANSKI, STURGULEWSKL,

IN THE SENATE KELLY, FRANKA?
SENATE JOINT RESOLUTION NO. 15

IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION W fy ]
Relating to the promotion of interna-
tional tourism and the international
movement of cargo through the Alaska
International Airport System.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS the international movement of cargo and passengers in markets
directly served by Alaska is increasing and w ill continue to increase over
the foreseeahle future; and

WHEREAS Alaska, with its matchless geographical position represents a
unique national asset and has an inimitable opportunity to service inter-
continental, international, and domestic flight service; and

WHEREAS Alaska's efforts to attract international visitors are greatly
hampered by unnecessary limitations on landing rights, visas, and interna-
tional carriers flying domestic routes; and

WHEREAS the United States Department of State has demonstrated a
willingness to support Alaska's efforts to attract additional international
visitors and air traffic through enhanced attention to Alaska in the most
recent United States bilateral aviation agreement proposal, and

WHEREAS Alaska's airports have developed world-class facilities for
the smooth, efficient, and cost-effective handling of tremendous volumes of
international passenger and cargo traffic; and

WHEREAS technological developments, Including the new Boeing 747-400,
may make transpolar travel possible without refueling stopovers in Alaska,
so that it is crucial that the United States make it .idvantangeous for

international air carriers to use Alaska's airports to the greatest extent
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possible for passenger and cargo operations; and

WHEREAS more than 4,400,000 passengers and 7,100,000 pounds of cargo
flying between Europe and Asia traveled through the Alaska International
Airport System in 1988; and

WHEREAS an aviation bilateral committee has been established in the
Alaska Department of Transportation and Public Facilities to coordinate
state action in support of efforts to expand international visitation and
use of the state's international airport system; and

WHEREAS the United States is currently involved in bilateral aviation
negotiations with countries likely to pursue air travel opportunities in
Alaska if allowed;

BE IT RESOLVED that the Alaska State Legislature strongly encourages
the United States Departmtnt of State to continue its ongoing efforts to
address the opportunities and inequities existing in the international air
travel market through bilateral aviation agreement negotiations.

COPIES of this resolution shall be sent to James A. Baker, IIl, Secre-
tary of State; and to the Honorable Ted Stevens and the Honorable Frank
Murkowslci, U.S. Senators, and the Honorable Don Young, U.S. Representative,

members of the Alaska delegation in Congress.



MEMORANDUM Co-Chairman, Senate Finance Committee
International Trade & Tourism Committee
State Affairs Committee

To: Senator Lloyd Jones
Chairman, Senate Transp

From: Senator Rick Uehling
Co-Chairman, Senate Fina*é&

Subject: CSSJR 15, relating to trfe support of bilateral
aviation agreements, et. al.

Date February 2, 1989

| would apPreciate your scheduling CSSJR 15 (SITT) for a
efo

hearing before the Senate Transportation Committee at the
earliest possible time next week.

This resolution will have the effect of expressing legislative
support for the ongoing state and federal effort to secure
advantageous arrangements for Alaskals International Airports

in international bilateral aviation agreements.

| have enclosed hackup materials for CSSJR 15 (SITT) for your
committee files. Please call my office if there is additional
information | can provide for you.

Thank you for your consideration.

RU/ma

attachments

P.0.BOX V,JUNEAT). AK 99811 (907) 465-4821 3111 ST. #515, ANCHORAGE, AK 99503 (907) 561-7613



Attachments:

A. Description of Economic Impacts if Threatened Transpolar

Overflights Take Place
-Letter to Alaska International Airport Tourism

Marketing Council

B. Statistics Illustrating the Movement of Cargo Through the
Alaska International Arrport System
-Anchorage International Airrport
-Fairbanks International Airport

C. Polar Projection of Alaska®"s Location Relative to Other
International Air Centers

D. Description of Purpose and Structure of Alaska®s Aviation
Bilateral Committee (ABC)

E. Summary of Recent Events Involving Bilateral Aviation

Agreement Negotiations
-Memo from Gina Marie Lindsey to Commissioner Hickey



Alaska P.0. Box 190649 Serving Alaska and mR

International Anchorage. Alaska thevorld throuh
the Anchorage

Airport USA
System t 99519-0649 and F.vroanks

(907) 266-1616 Interratical Aiports

Mr. Walter Hlckel, Jr.

Pre sldent

Alaska International Airport
Tourism Marketing Council

P.0. Box 104979

Anchorage, Alaska 99510

January 13, 1989

Dear Mr. HIckel,

The economic 1mpact to the Alaska International Airport
System and to the total economy of the State of Alaska due to the
so-called "overflights* of our airports 1is great. The opening of
Soviet airspace to Europe/Asia flights has negatively impacted
the operations of the Alaskan airports. The planned operation bK
many major international carriers of new long-range aircraft suc
as the Boeing 747-400 series would most definitely mean fewer

flights transitting Alaska as well.

Two international passenger carriers that are among the
heaviest users of Anchorage International Airport, Japan Airlines
and Lufthansa, have announced future plans for their Anchorage
stations. Lufthansa will be eliminating passenger service
through Anchorage 1in the summer of 1989. Anchorage®s largest air
carrier, JAL, has announced plans to reduce their passenger
flights down to 4 a week by 1991, from the current 17 flights per

week.

We calculate the loss to the State®"s economy caused by the
elimination of these carrier®s flights alone to equal
approximately $136,960,000 per year by 1991. This estimate
includes the following components:

-AIAS Revenues $ 10,700,000
-Operations $2,900,000
-Concession 7,800,000

-State of Alaska General Fund 1,500,000
-Gasoline Tax 1,500,000

-Non-Airport Revenue Losses 124,760,000
-concession 77,160,000

-indirect impact 47,600,000

$136,960,000 per year

Slate ol Alaska Department of Transportation and Public Fecilities



Attached are the computations that support this estimate. These
figures represent only the announced flight losses of two major
international carriers and add up to a loss of about thirty
percent of our international passenger flights.

The overflight plans of Alr France, British Alrwa. s, China
Airlines, Iberia Airlines, KLM, Korean Airlines, Sabena,
Scandinavian Air Systems, and Swissair are not known at this
time. The $140,000,000 amount quoted above therefore represents
what we Dbelieve to be the most conservative estimate of the
possible negative effects to the economy and to AIAS and State
General Fund revenues. A doubling of overflight losses to sixty
percent of our current international flights is possible and
would mean a loss to the state economy of  approximately
$280,000,000 per vyear, $20,000,000 loss of AIAS revenues, and
$3,000,000 in State General Fund revenues.

International airline and concession fees constitute fully
sixty percent of. the revenues of the International Airport
Systenm. The direct and iIndirect contributions of the
international carriers keep costs down for all other operators,
whether 1t be domestic airlines with flights to and from the
Lower 48, commuter carriers, or businesses and individuals that
lease. tle-down spaces for small aircraft. Itls therefore
important to many Alaskans in Anchorage, Fairbanks and throughout
the state that international flights through our airports
continue at as high a level as possible.

.As you are well aware, major airport marketing efforts
began 1n earnest in November of 1987. While the Department of
Transportation and Public Facilities has professionally managed
and expanded the Anchorage and Fairbanks International Airports
for many years, until last year there were no concerted efforts
to-market the airports. When the AIAS development team was
created in November, 1987 we immediately did an analysis of the
resources and strengths of the System. Two major directions for
development seamed best .to pursue: 1increased hub operations for
international air cargo and international destination tourism.
Alaska®s major strength is its strategic location which means our
major growth potential 1s 1n international markets.

With the Federal Express facility well- under construction
and cargo activity growing quickly, successful attainment of our
first goal seems quite probable even -1n the short term.
International destination tourism, however, remains a much more

elusive target. -em



At an Anchorage Convention and Visitors Bureau event 1n
Anchorage during the early summer of 1988, Governor Cowper
announced a major new Initiative to promote International
tourism. The Governor®s “Japanese Tourism Initiative* contains
three major components: Increased development of Alaska visitor
destinations, acquiring blocks of Alaska Destination airline
seats, and Increased promotion 1nJapan for Alaska travel
opportunities. The Airport System heartily endorses the
Governor®s plan. We feel that successful completion of the plan
In one of the keys to keeping a high level of International

flights into our state.

While the Airport System continues to pursue the goal of
attaining blocks of Alaska destination airline seats, we do not
feel we should have a direct role 1n the development of Alaska
destinations or 1n the promotion of Alaska travel opportunities.

A1AS did fund $140,000 in Japanese promotional efforts out ofthe

FY88 AIAS Marketing monies, but we saw, and continueto see,our
Involvement as only a means to get tourismmarketing efforts
quickly expanded 1n Japan. We feel the Division of Tourism 1s
the appropriate state agency to be 1n charge of this effort.

We wholeheartedly endorse your group®s efforts to promote
International destination tourism 1n Alaska. We understand quite
clearly that failure to develop this relatively untapped market
could mean a major drop in revenues to AIAS and the State General
Fund and a catastrophic drop 1n economic activity within our
state. Increased funding and focused planning for International
tourism promotion 1s a move critical to retaining International

passenger flights.

Please let us know what we can do to continue to assist you
In your efforts.

Yours truly,

Paul Meyerherff 11
Executive Director

cc: D. Randy Simmons, DOT&PF Deputy Commissioner
Marketing Advisory Committee



ECONOMIC IMPACT OF OVERFLIGHTS

LATEST ANNOUNCED AIRLINE OVERFLIGHT PLANS

A. Japan Airlines

Latest JAL plan shows flights through Anchorage will
decrease from the current 17 round trip flights per week
to 4 round trip flights per week in 1991

Result: A loss of 13 round trips per week or 1,352
flights per year.

B. Lufthansa

Planned complete elimination of passenger flights through
Anchorage starting in July 1989. Lufthansa had 577

flights during FY1988.
Result: A loss of 577 flights per year.

C. Total Announced Overflight Plans

Japan Airlines 1,352 flights per year
Lufthansa 577 flights per year

1,929 total flights per year

D. Announced Overflights as a Percentage of Existing
International Passenger Flights

Announced Overflights 1,929
divided by:
Total FY88 Flights (est.) 5,900

= .,3* total loss of flights



I1. AVERAGE DIRECT REVENUE TO AIAS AND STATE PER FLIGHT

-typical landing of B747-200
-international passenger flight

Landing Fee: 775,000 1bs. (5.72/1000 1bs. ) 558.00
Fuel Flowage; 32,000 gal. ($.02/gal.) 640.00
State Oil Tax: 32,000 gal. (5.025/gal .) 800.00
Docking Fee: 287.00
Federal Inspection

20.00

Service Fee:

average total revenues per landing $2,305.00

A . Di rect AIAS Fees

Landing Fee $ 558.00
Fuel Flowage 640.00
Docking Fee 287.00
F.1.S. Fee 20.00

51,505,00/flight x 1929 flights = $2,903,145
or approximate total estimated losses of $2,900,000.
B. State General Fund
State Oil Tax $800.00/fllght x 1929 flights = $1,543,200

or approximate total estimated losses of $1,500,000.

I1l1. CONCESSION REVENUES TO AIAS PER FLIGHT
-Duty Free shop, restaurants, currency exchange

A. Total FY88 North Terminal (International) Concession
Revenues (to AIAS)

Harriott: $ 185,000.00
Forex: 79,217.44
Duty Free: 17,000,786.00
Alaskana: 135,541.61
David Green: 645,558.76
Meat & Seafood: 1,156,972.41

$19,203,074.00



V.

B. Average Concession Revenues to AIAS Per Flight

S$19.203.074.00
divided by 5,900 (est.) FY88 Flights

= $3,254.75 per flight

C. Estimated Losses to Concession Revenues to AIAS From
Announced International Passenger Flight Losses

$3 .254.75/flight x 1,929 flights = S6 .278,412.70

NOTE: The flights that are starting to mmoverfly"
Anchorage primarily have Japanese travellers on board.
Since the average Japanese traveller spends

considerably more money at duty free shops world-wide
than travellers from other countries, we have added a 25%
factor above the $6,278,412.70- figure to reflect the fact
that many of the duty free shop®s mmbest” customers are

now starting to "overflyT Alaska.

$6,278,412.70 x 1,25 ("Japanese Factor*) = $7,848,015.80
or approximate total losses of $7,800,000.

AVERAGE REVENUES TO AIRPORT OPERATORS PER
INTERNATIONAL PASSENGER FLIGHT

A. These figures include revenues from the following

organi zatlons: _ _
-duty free shops, restaurants, flight kitchens, ground

handlers and airlines (fuel purchases, crew hotel and
transportation costs, salaries and overhead for

staffs, etc.)

B. Previous analysis has shown these costs to be
approximately $40,000/fllght.

C. Estimated direct losses to the Alaskan economy from
the loss of these international passenger flights:

$40,000/flight x 1,929 flights = $77,160,000 less of
airport operators® revenues.



the loss of these airport operator revenues:

NOTE: To determine the indirect impact of the $77,160,000
direct impact, we used a RIMS Il Multiplier of .6174.

$77,160,000 (direct) x .6174 (mulitplier) = $47,638,584
or approxi mate ly $47,600,000.
E. Estimated total losses to the Alaskan economy from the
loss of these airport operator revenues:

Direct Losses $ 77,160,000
Indirect Losses 47,600,000

$124,760,000

V. LOSS TO THE STATE"S ECONOMY

We calculate the loss to the State"s economy caused by the
elimination of these carrier®s flights alone to equal
approximately $140,000,000 per year by 1991. This estimate
includes the following components (rounded off):

-AIAS Revenues $ 10,700,000
-Ope rat ions $2,900,000
-Concession 7,800,000

-State of Alaska General Fund 1,500,000
-Gasoline Tax 1,500,000

-Non-Airport Revenue Losses 124,760,000
-concession 77,160,000

-indirect impact 47,600,000

$136,960,000 per vyear
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43,736
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1,166,400
1,267,474
1,456,894
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1,372,679
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1,627,564
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Total All
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62,85
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2,843,472
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3,180,748

3,265,526

3,580,806

3,846,228

4,004,275

4,087,118
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4,633,845

4,356,474

4,427,975

n )
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187,725,215
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178,377,806

19,277,008
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73,846
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7,50
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18,00
17,85
20,85
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19,307
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5,58
24,701
26,150
26,046
5,38
26,32
31,36
2,115
36,797
3,78
37,556
40,547
41,02
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State of Alaska

L Mark Hickey NE: December 6, 1988
Commissioner
FENO: 413C
Randy Simmons
Deputy Commissioner TELEPHONENO: 566_1616
- Budget & Finance .

THRU SUBIECT. Trip Report -
Paul Meyerhoff 11 Luxembourg & Japan
Executive Director Bilaterais
A1AS

FROM:

Gina Marie Lindsey
Development Manager Vq
AIAS

I was in Washington D.C. 11/29 - 11/30 to discuss Luxembourg
and Japan bilateral aviation negotiations with  federal
government representatives, Alaska congressional staffers,
Cargolux, and their legal representatives. The following is a
summary of the meetings Eric Ostrovsky, and 1 had and an update
of the bilateral status relative to Luxembourg, Japan, and
Alaska®s interests.

LUXEMBOURG:

Eric Ostrovsky and 1 met with Ted Kronmiller and Steve Lachter
of Patton, Boggs & Blow and five Cargolux representatives on

Monday, Cargolux currently has five gateways and three
frequencies per week approved by the U.S. government through an
informal permit — no formal bilateral. Cargolux wants several

additional gateways (possibly Alaska and Huntsville, AL) and
additional frequencies (at least one more through Seattle)
established in a formal bilateral. They knew negotiations
would be tough and were asking for support from Alaska,
Huntsville, and Seattle to help DOT and State consider the
airport and regional economic benefits accruing to gateways

receiving Cargolux service.

Eric and I met subsequently on Monday with DOT (Patrick Murphy,
Ed Oppler, and Susan McDe.rmott) and State (Jeff Shane and
Michael Goldman), Their position appeared quite fixed against
either additional gateways or frequencies essentially because
Luxembourg has nothing the U.S. carriers want and, in the face
of that, the existing permit is quite liberal. We presented
Alaska®"s interest, discussed the fact that an Alaska gateway is
not analogous to lower 48 gateways and should not be assumed to
be. By virtue of our strategic position, and lack of major
origin-destination market, our opportunities for expanding and
diversifying our economy lie in exploiting that geographic
location. Major expansion in movement of people and goods will
be by air. Alaska must have help from the federal government
to assure the overall economic benefits to our area are
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considered important when evaluating vreciprocal value of
aviation bilateral rights — air carrier benefits are not the

only benefits that should be factored into the equation.

On Tuesday we met with Jairaie Boucher (Murkowski), Jeff Smith
(Young), and Wally Burnett (Stevens).Jairoie"s major concern

centered on whether reciprocal rights would be available to
U.S. carriers i1f they wanted to serve Luxembourg and
determining i1f there would be competitive damage to a U.S.
carrier by granting the Alaska gateway to Cargolux. We made it
clear to all staffers that Cargolux has made no commitment to
Alaska. Apparently several calls were made late Tuesday and
early Wednesday which had the net effect of "turning up the

heat” on DOT and state.

On Wednesday the U.S. offered to substitute Huntsville and
Alaska for New York and Houston (2 Cargolux gateways currently
not served), but no additional frequencies, vrefused formal
bilateral status but assured permit renewal iIn two years when
It expires (assuming there"s no change in company ownership).
The Luxembourg government refused this because the gateway
substitution was worth nothing without additional frequencies,
and the conditional permit renewal was a right they already
have. The U.S. discouraged Luxembourg from coming to the table
again soon, but Steve Lachter estimates talks to be requested
and scheduled in 3~6 months. In the meantime, Eric will stay
in contact with Patton, Boggs and Blow. We have indicated a
willingness to develop more definitive economic benefits
information but need more specific plans from Cargolux in order
to do this. My sense is that some quantifiable data will have
to be presented before there is much hope v£ softening the U.S.

position.

JAPAN:

While Luxembourg was the most .immediate concern, Eric and |
spent as much or more time on Japan. The new U.S. proposal

modifies the two paragraphs setting parameters for new gateway
selection so Alaska could now compete, however, we could never
realistically compete successfully with other candidate U.S.

gateways.

There 1s, however, a new paragraph specific to Alaska which
allows either country to designate a carrier or carriers to
start turnaround Alaska service. There appears to be no
practical difference between this and gateway designation
except there could be no "beyond" rights iIn Japan which may
limit the growth potential of the route but does not appear

critical for our purposes.

The Japanese have agreed to talks December 7-9. Now that the
Alaska proposal is In the U.S. platform we must assure it stays
there and does not become a "throw-away". Eric will be getting
a copy of the U.S. position to the Congressional delegation so
they know specifically what to push for should they choose to

do so.
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The sixth freedom issue could present a bit of a quandary to
the state* Apparently Japan has agreed to 3 flights/week for
Tigers®™ sixth freedom cargo. Tigers initially agreed but now
says no; they contend they already have unlimited rights so
why settle for less than that and then have to trade additional
benefits for more sixth freedom frequencies in the future.

The U.S. has not yet responded on Japan®s offer of three and is
currently determining how to respond. They requested an Alaska
position if we have one to share. The dilemma is that while we
may agree with Tigers philosophically, rejection of the three
frequencies could stall progress on other 1issues including the
potential turnaround passenger right. It 1is not imperative
that we take a position, but 1f we do i1t should be soon.

Jeff Shane feels the U.S. proposal 1is "very heavy" for the
Japanese and has no assurances talks will make much progress

after the Japanese see it.
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Chris Birch, Airport Manger, FIA
Paul Meyerhoff 11, Executive Director, AIAS
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ROLES AND RESPONSIBILITIES

PURPOSEI

The Aviation Bilateral Committee (ABC) has been established as a
state policy coordination group with respect to aviation
bilateral agreements and negotiations between the U.S. and
various foreign governments. State aviation bilateral policy
shall be reviewed and discussed by the ABC, and approved by the

DOT&PF Commissioner.

MEMBERSHIPL

Commissioner of DOT&PF and/or his designee-
as Chairperson.

Deputy Commissioner, Budget & Finance, DOT&PF
Executive Director - AIAS

Development Manager - AIAS
Commissioner of Commerce and/or his designee.

Governor®s Office - Special Counsel State/Federal
Relations.

Director - Office of International Trade

Governor®s Office - Special Staff Assistant for
DOT&PF.

ABC ROLES AND RESPONSIBILITIES{

“The committee will review and comment on draft state policy
as relates to aviation bilateral agreements and

negotiations,

-Evaluate changes and modifications to state aviation
bilateral policy.

-ldentify changes in existing aviation bilateral agreements
necessary to attract and accommodate additional business

opportunities to benefit the state.

-Serve as a clearinghouse for information regarding changes

-Draft or review correspondence to appropriate federal
officials and Congressional delegation

-Monitor any active aviation bilateral negotiations ABC
deems important to the interests of the state

—M%gqtain contact with appropriate parties in Washington,

-Advocate state policy, as necessaryin appropriate
Congressional, federal agencies, and other forums.





