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MORNING BUSINESS

Mr. LOTT. In the interest of wrap-
ping up business after a historic day, I
ask unanimous consent that there be a
period for the transaction of routine
morning business with Senators per-
mitted to speak for up to 2 minutes
each.

The PRESIDING OFFICER. Without
objection, it is so ordered.

———

UNITED STATES-JAPAN AVIATION
RELATIONS

Mr. PRESSLER. Mr. President, I rise
today to discuss the critically impor-
tant issue of United States aviation re-
lations with the Government of Japan.

Last month, the United States com-
menced talks with the Japanese aimed
at liberalizing the transpacific cargo
market. This is a welcome develop-
ment and I hope an agreement liberal-
izing cargo service opportunities can be
reached by no later than March of next
year—the mutually agreed upon time-
table. Clearly, consumers of cargo serv-
ices on both sides of the Pacific would
be the big winners if such an agree-
ment is struck. Talks on more conten-
tious passenger carrier issues have not
been scheduled.

As should now be clear from the nu-
merous floor statements I have made
in this body in recent months, I have a
keen interest in United States-Japan
aviation relations. As Chairman of the
Committee on Commerce, Science, and
Transportation, I will continue to
make it a priority. At the outset of my
remarks today, let me emphasize sev-
eral related points. Although these re-
marks refer primarily to passenger car-
rier issues, they apply with equal force
to cargo relations with the Japanese.

First, from a long-term perspective
and due to its key strategic location in
the Asia-Pacific aviation market, avia-
tion relations with the Japanese un-
questionably are our single most im-
portant international aviation rela-
tionship. At the same time service op-
portunities in Japan are expanding, air
service markets in Asian countries best
accessed through Japanese gateway
airports are growing at an astounding
rate.

Simply put, meaningful participation
in the rapidly expanding Asia-Pacific
market is absolutely critical for the
long-term profitability of our airline
industry. For instance, the Inter-
national Air Transport Association es-
timates that between 1993 and 2010
scheduled international passenger serv-
ice in Vietnam will grow at an average
annual rate of 17.3 percent. Inter-
national air service opportunities in
China are expected to grow at an an-
nual rate of 12.6 percent over the same
period. Overall, it is expected the Asia-
Pacific market will account for ap-
proximately 50 percent of world air
traffic by 2010.

Second, geographic factors coupled
with the limited range of commercial
aircraft make it essential that carriers
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seeking to effectively serve these rap-
idly expanding Asia-Pacific markets
can provide that service from Japan ei-
ther directly or indirectly through a
Japanese code-sharing partner. As dis-
tinguished from the bottleneck at Lon-
don’s Heathrow International Airport,
overflight to markets beyond Japan is
not an option since the distances to
these markets from the United States
are too great. Moreover, as shown by
recent unsuccessful experiences, serv-
ing the Pacific-Asian market through
other gateway countries does not ap-
pear to be a viable alternative.

Third, aviation relations with Japan
are a very important national trade
issue and it is imperative they be
treated as such. Indeed, discussion of
air service opportunities to and beyond
Japan is one of the United States’ most
important trade issues being discussed
with any of our trading partners. The
stakes in these talks are enormous.
For example, the United States cur-
rently enjoys an approximately $5 bil-
lion net trade surplus with Japan for
passenger air travel in the Asia-Pacific
market.

I cannot emphasize strongly enough
the importance of our current and fu-
ture aviation negotiations with the
Japanese. Handled properly, air service
negotiations with the Japanese could
enhance the ability of our passenger
and cargo carriers to participate in the
rapidly expanding Asia-Pacific market.
Handled poorly, the adverse trade con-
sequences could be colossal.

Fourth, what the Japanese are seek-
ing in these negotiations is not to level
the playing field as they suggest. Let
there be no mistake, the Japanese are
seeking no less than to tilt the com-
petitive playing field in such a way as
to enable their less efficient carriers to
compete more effectively against our
carriers. Our passenger carriers serving
the Asia-Pacific market have operating
costs approximately half those of their
Japanese counterparts.

The Government of Japan claims the
United States-Japan bilateral aviation
agreement is fundamentally unfair and
is solely responsible for the greater
market share our passenger carriers
enjoy on service between the United
States and Japan. The facts do not sup-
port such a position. Just 10 years ago,
under the very same bilateral agree-
ment the Government of Japan now
criticizes, Japanese carriers had a larg-
er market share on transpacific routes
than United States competitors. What
is the truth? As a June 1994 report by
Japan’s Council for Civil Aviation
noted, the fact is our carriers became
more competitive by lowering oper-
ating costs while Japanese carriers
continue to be high cost carriers.

Similarly, the Government of Japan
claims our carriers have abused their
beyond rights and unfairly dominate
beyond markets. Again, a claim with-
out merit. Currently, Japanese pas-
senger carriers have a 34 percent share
of the Japan-Asia market while United
States passenger carriers have just 13
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percent of that market. Moreover, our
cargo carriers have only approximately
14 percent of the Japan-Asia market.
The facts speak for themselves.

Having made these points—points I
believe are critical to the United
States-Japan air service relations de-
bate—let me turn to the question of
what our goal should be in current and
future negotiations with the Japanese.
Uncharacteristically, our carriers seem
to speak with one voice in saying we
need to seek to liberalize passenger and
cargo carrier opportunities with the
Japanese. There is disagreement, how-
ever, with regard to what strategy our
negotiators should pursue to accom-
plish this goal.

In recent weeks it has become readily
apparent the debate regarding negoti-
ating strategy will be shaped by two
fundamentally different views. To bet-
ter understand these views, one must
remember that our carriers which cur-
rently serve Japan can be separated
into two distinct groups based on the
types of service they are authorized to
provide.

The first group of carriers are the so-
called MOU carriers. These carriers—
American Airlines, Delta Air Lines,
Continental Airlines and United Parcel
Service—are permitted by a Memo-
randum of Understanding signed in 1985
to provide service from specific cities
in the United States to specific Japa-
nese cities. MOU carriers cannot use
Japan as a base of operation to directly
serve emerging Asian markets beyond
Japan. They can, however, participate
in those markets through code-sharing
alliances with Japanese carriers. In
fact, Delta’s recently announced alli-
ance with All Nippon Airways will per-
mit it to do precisely that.

The second group of carriers, whose
rights are derived from the TUnited
States-Japan bilateral agreement
signed in 1952, are permitted to fly to
Japan, take on and unload passengers
and/or cargo, and to fly on to cities
throughout Asia. Unlike the MOU car-
riers, the so-called 1952 carriers—
Northwest Airlines, United Airlines
and Federal Express Corp.—have be-
yond rights. Northwest was a party to
the 1952 agreement. In 1985, United Air-
lines purchased its beyond rights from
Pan Am in a $750 million transaction
and Federal Express acquired the be-
yond rights of Tiger International, Inc.
in a 1989 transaction valued at more
than $1 billion.

In a recent speech, Bob Crandall, the
Chairman of American Airlines, set out
a possible negotiating strategy for
United States-Japan aviation rela-
tions. I anticipate other MOU carriers
will embrace the strategy Mr. Crandall
advocated and I therefore refer to it as
the ““MOU carrier approach.”

Recognizing the Japanese are un-
likely to grant beyond rights to MOU
carriers, Mr. Crandall urged our nego-
tiators to focus on increasing trans-
pacific opportunities between the
United States and Japan. In addition
to
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