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Lokyo, Se ember ?9 19‘

‘{there" as well as the request that "praservatlon of these air«

'rlghts would be confirmed in an amendment to ﬁne wohedule'qf K

the Agreement“ the &overnment of Japan considers, as
VUpon reversmon to Japan of the adminlstrattve rlghtsfover - :

Aa“'uevernment ef the. United 5tatps recognlzes, that such

;Okinawa &ranted to bhe U.u. by Article 3 of the Peace Treaty,

W’; ftreatment will as a matter of fact have 2, slgnlficanb aeffact

%

W however, Okinawa should o 1onger be considered as a U

‘/L,qpon the present bdlance of the air trunsport tight
ooinb ‘and the Agreemont should be amended accordlnglyo

te

Q;fﬁ'f In this connection the Government of Japan does not,

:Japaneso and U S caxriers. “heveforc ohu uovernment'o

: o Japan propo ses that- consultations becwean Japan and ﬁhe United
‘tako the ‘view that the proposition advanced by the United, :

-

: 4 Sbateq be held in acoordance with Axticle 16 \A) of the‘
Sﬁates that "Oklnawa rovarsion should not rebult in a, bélanc‘

a ment, In ﬁhis oonnectlon, it is con51uered apprbpriate
of payments loss to: the U.S nor in hdrm to U.o. buainess

. discuas these matters on the occasion of consultatlons whlch
O hinterests operatwng in Ukinawa" snoula necessarily be: - E

appllcable to the treatment of the United otates civil- aiﬁ
’tranSpO”t inbera;ts in kanawa. However, the uovernment ofq

'Jgpan 13 praparea to hon congultations w1th the ¢ OVernment

The Government of Japan 18 preoared to give due consldera—'

7of bhe Unlted btatee aimlng at worklng out soma mutaally

L SR

; ‘ j”  ‘batinfactory fnrmula for the treatment of suuh Unlted btaﬁe'

5 v JU.u. carrlerg presently serving Okinawa.h However,
air tran«oor 1nterests in Okinawa.‘ G '




-3 -

2 mutually satisfactory agreement be reached between our two
Governments with respect to the balanced air tfansport,rights
of both dJupsnese apd U.6. carriers. Thus, i£ ié'difficult to
accept the idea of sesking a separate solutién;for the
question of conbvinuation by U.3. carriers of'air transport
service to and‘from Okinave, apart froﬁ‘the’question‘of the
balanée of air br&péport rights between Japanése~and U.s.
carriers. S |

B ‘With réspect %o the United States requeét for the grant
‘tb‘U.S. carriers of the cabotage rights befweeﬁ Tokyo/Osaka
and Naha‘for e temporary périqd of bten years after Okinawa
révérsibn, the Governmant of”Japén éhould like to oall the
attention of the Government of the Unltwd &tubcs to tba

fact that, under Altlcle 7 of fhe bonvnntlon ofi Intermational
JCivil‘Aviabion (ICAG)y each contracting otate is g;anted

and almost all the contractinp States are actuslly exercising,
"the #ight to refuee p“?m]SSlon to the aiﬁcraft of ﬁther‘
uontractlnb ntateF to take on its. terrlbnxv p&saengcrﬂ mail
and cdxgo carrled for r@muneration or hire and destined for
‘anothay point within its terrltory" rhe uOVeUnmPnt of Japan,
ha% con51stentjy oeen.follOWLnb the- pOllCJ to rptuge the
cabothgc, and such pcrmlaSLOn for cabotage as requestcd by

the United utdt@u csn nobt be granted.

1

4, With respect to the point raised by the United btates
concerning the all=v1utlon of the balesnce of bencfits

consequences of reversion, this is a malter which shouié,gé': 
teken up on the occa*ion of consultations as sét forth ip 2. L.ﬁ

above.f

the Unlted States is neither internatlonally uccepted nor,

1he uovcrnment of dapan congiders that problems

con08141ng the baiance of benefits between Japanecse and U.u.,/f]*

"It should be ment

on the basis of a

ion of route valu

ioned here, however, thati, as . -
,ev1deneed in the NMemorandun of bonqultauinn of October 2 1969, e

the mcbhod for calculatinns of air route values emnloyed by
‘ bilater&lly agreed upon betwesen Japan and the Unlted tates.-‘
carriers shou;d be discus scd and. solution thereto should bc

sought,

calculat

wmwbuaily agrecable method;for

o
2,
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. : CONFIDENTIAL

Talking Paper

Tokyo, Beptember 29, 1970

1. . Under the Civil Air Transport Agreement between Japan
and the Unitedkstates of America (hereinafter referred to .
as "the Agreement"), Okinawa is considered as a U.S. point,
Upon reversion to Japan of the adminisﬁrative rights over
Okinawa‘grented to the‘U.S; by Article 3 of the Peace Treaty,
however, Okinawa shculd no longer be considered as a U.S.
point,‘and the Agreement should be amended accordingly.

In this connecticn, the Government of Japaﬁ doee not
take' the view that‘the pro?osition advanced by the United
Btates that "Okinawa reversion should not result in a balance
of nayments loss to the U, 8. nor in harm to U.o. business
interests operating in Okinawa" should necessarily be

~_applicab1e to the treatment of the United States civil air
’transport intereste in Okinawa. However, the Government of
Jepan is prepared to hold consultations with the‘Government‘
of the United States aiming at working out some muﬁually
satiefactory formula for the treatment of such United States

alr transport interests in Okinawa.

n
g

s B

2, . . With reepect to the Qnited States request that four
U.8, carriers presently serving Okinawa (two designated and
two hcn-designated airlines) "should continue to have air
trehsport iights in Okihawa”even after the feversion "so that
these four'carriers maychntinue their established operations
there" as ﬁeiiees the request that "preservation of these air
rights would‘be,confirmed in an smendment to the Schedule of
the Agreement", the Government of Japan considers, as the
Government of the United éﬁates recognizes, that such a
treatment will as a matter of fact have & significant effect
upon the present balence of the air transport rights‘between
Japanese and U.S;, carriers, Therefore; the Governuent of
Japan proposes that consﬁitafions betweeh Japan and the United
States be held in accordance with Article 16 {a) of the Agree~
ment‘ In this connectlon, 1t is con51dered appropriate to
discuss these matters on the occasion of consultations which
are to be held prior to‘the end of 1970 in ordexr to review
the Agreement and the Schedule, as set forth in Paragraph 14
(2) of the Memorandum of Consultation of October 2, 1969.

The Government of Japan is piepared to give due considera-—
tion to the question of ‘air transport operations in Okinawa by
U.S. carriers presently serving Okinawa. HoWever, it is

necessary, as stated earlier in the,preoeding-pa;agraph, that

&8

i it
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a nmutually satisfaetory agreement be reached between our two
Gevernments with respect to the balanced air transport rights
of‘both Japanese and U.8, carriers. Thus, it is dlfficult to
acoept the idea of seeking a separate solution for the
question of contlnuation by U.B8, carriers of air transport
service to and from Ok;nawa, apart from the question of the
balance of air transport‘rights between Japanese and U.S.
earriers. |

3; With resnect to the United States request for the grant
to U. S. carrlers of the cabotage rights between Tokyo/Osaka
and Naha for a temporary period of ten years after Oklnawa
reversion, the Government of Japan should like to call the
attention of the Government of the United States to the

fact that, under Artlcle 7 of the Gonvention om International
Civil Aviation (ICAO), each contracting State is granted

end almost all the contracting States are actuslly exercising,
“the right to refuse permi331on to the alrcraft of other
contractlng States to take on its terrltory passengers, mail
and cargo carried for remuneration or hire and destined for
another point w1th1n its territory"; The Government of Japan,
has con31stently been follow1ng the policy to refuse the
‘cabotage and such permission for cabotage as requested by

| the Unlted States can not be: granted

[F

4, With respect to the point raised by the United States
concerning the alleviation of the balence of benefits
consequences of reversion,kthis is a matter which should be
talken up‘on the occasion of consultations as set forth in 2,
abote. It should be mentioned here, howvever, that,‘as
evidenced‘in the‘Memorandum‘of Consultation of October 2, 1969,

the method for caruulations of air route values employed by

the United States lS nelther internatlonally accepted nor

bilaterally agreed upon between Japan and the United States.
“iThe Governnent of Japan considers that problems
conderning the balance of benefits between Japaneee and U.S.
carriers should be discussed, anstolution thereto should be
sought, on the basis of a mutually‘agreeable method for

calculation of route values,
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1. Under the Civil Air Transport Agreement between Japan

~however, Okinawa should no 1onger be considered as a U,S.

_ point, and the Agreement should be amended accordingly.

satlsfactory formula for the treatment of such Unlted States

‘Talking Paper

- Tokyo, September 29, 1970 -

and the United States of America (hereinafter referred to
asA"the Agreement"), Okinawa is considered as a U.S. point.
Upon'reversion to Japan of the administrative rights over

Okinawa granted to the U.S. by Artlcle % of the Peace Treaty,

In this connection, the Government of Japan does not

take the view that the proposition advanced by the United

States that "Okinawa reversion should not result in a balance\

of payments loss to the U.S. nor in harm to U.S. business
interests operating in Okinawa" should necessarily be
appllcable to the treatment of the United States civil air
transport interests in Okinawa. However, the Government of
Japan is prepared to hold consultations with the‘Government

of the United States aiming at working out some mutually

alr transport 1nterests in Okinawa.

| CONFIDENTIAL -

. two non-designated airlines) "should continue to have air’

:there" as well as the request that "preservation of these, a1r

rights would be confirmed in an amendment to the Schedule of‘

- Japan proposes that consultations between Japan and the Unlted o
' States be held in accordance with Article 16 (A) of the Agree-ft
.ment In this connectlon, it is considered approprlate to

" discuss these matters on the occa51on of consultatlons~wh1ch e

~the Agreement and the Schedule, as set forth 1n Paragraph 14

2. With respect to the United States request that four |

U.S. carriers presently serving Okinawa (two des1gnated and

transport rights in Okinawa’ even after the reversion "so that

_ these four carriers may continue their established operationsffu

the Agreement", the Government of Japan considers, as the‘xbhf'
Governmentvof the United States recognizes, that such"aé;f

treatment will as a matter of fact have a signifioantfeffect

- upon the present balance of the air transport rlghts between“,

Japanese and U.S., carriers. Therefore the Government of

are to.be held prior to the end of 1970 in order to reV1ew

(2) of the Memorandum of Consultation of October 2 1969.
The Government -of Japan 1s prepared to. glve due con51dera—:
tion to the questlon of air transport operatlons in Oklnawa by f~“

U. S. carriers: presently serv1ng Oklnawa. However, 1t 1s

neoessary, as stated earliexr 1n the precedlnw paragraph that:t
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a mutually satisfactory agreement be reached between our two
Governments with respect to tne balanced air transport rights
of both Japanese and’U S. carriers.- Thus, it is dlfflcult to
accept the idea of seeking a separate solution for the
questlon of contlnuatlon by U S. carrlers of a1r transport
service to and from Oklnawa, apart- from’ the questlon‘of thei'
balance of air transport rights‘between‘Japanese and U.S.
carriers; . . | )

3.
to U. S

- With respect’ to the United States request for tne grant
carriers of the cabotage'rights between Tokyo/Osaka
and Naha for a temporary perlod of ten years after Oklnawa
reversion, the Government of Japan should like to call the
attentlon of the Government of the Unlted States to the

fact that under Artlcle 7 of the Conventlon on Internatlonal
Civil Av1atlon (ICAO) each contractlng State is granted

and almost all the contractlng States are actually exerc;sing,*
"the right to refuse permission to the aircraft of other
contractlng States to take on its terrltory passengers, mail
and cargo carrled for remuneratlon or hlre and destlned for
another point w1th1n 1ts terrltory". The Government of Japan,
has con51stently been followlng the pollcy to refuse the ‘
cabotage, and such perm1331on for cabotage as requested by

the Unlted States can not be granted

>

N Ve
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4, Wlth respect to the p01nt raised by the United States .1‘

concernlng the allev1at10n of the balance of benefits

consequences of rever51on, this is a matter which should be
taken up on the occasion of comsultztions as set forth 1n,2.
It should be mentloned here, however, that,

above. as

ev1denced in the Memorandum of Consultatlon of October 2, 1969,‘q

the method for calculatlons of alr route values employed by

the United States is nelther internationally accepted nor

bilaterally‘agreed upon‘between Japan and the United States.
| *The'Government of Japan considers that problems.

ooncernlng the balance of beneflts between Japanese and U S.

carriers should be dlscussed and solutlon thereto should be

sought on the basis-of a mutually agreeable method for:

fcalculatlon of route values.,




July 24, 1970

ATR TRANSPORT RIGHTS

U. S. Talking Points

The existing US-Japan Civil Air lransport Agreement

recognizes that by virtue of Article 3 of the Multilateral
L2?L- f Treaty. of Peace with Japan signed September 8, 1951 ‘Okinawa
‘iﬁ’((' - 1s considered a dwfw‘point. '
. Upon reversion to Japan of the powers granted to the U.S.
'Q(“:/ Dby. Article 3, the U.S. concedes that Okinawa no longer. should,?
' be_considered a U.S. point for purposes of ayiatioh'rights'
‘since this effect is implieit in the concept of Okinawa
“reversion, and the Air Transport Agreement should be amended
accordingly. '

Nevertheless, absent specific agreement of the U.S. and

Q"',‘idapan, amendment of the Air Transport ‘Agreement to eflect the

effects much broader than those necessarily implied hy reversion.
Adverse effects on U.S. balanee' of payments and on U S.' k ‘
commercial carriers would be created.“, ‘ ‘ i
A basic proposition in Okinawa reversion discussions that
has been accepted in principle by both sides’ is that Okinawa
‘\/ .rever51on should not result in a balance of oayments loss to
» the U.S. nor in harm to U.s. business interests operating in

Okinawa. It will be important to the USG to show . that this

‘ changed character of Okinawa as an aviation point would produce R

’;3 these four carriers may continue their established operations"

proposition has been‘applied to civil aviation aspects of

reversion as well as other economic and financial interests”~vc

of'the U.S. Because of continuing concerns about U.S. balancefA

k of payments and the considerable‘influence of U.S. commercial

.‘air carriers, the USG attaches great‘importance to the willing- :

ness of tne Japanese Government to discuss ways in which these -
various effects could be alleviated, at least temporarily.f»'

| The USG recognizes that it would be unreasonable to reques

the Japanese Governrent to agree to permanent, exceptional

treatment. for Okinawa as a civlil aviation point;f Accordingly,

the USG does not request such consideration.‘ The USG does

request however, that. the. Japanese. Covernment“agreewtha» jpp

period 01 Een years following the date of. reversion, some of the

T

various adverse effects on U S. aviation caused by Okinawa

R REEE SR
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o

. reversion be alleviated._w,

A description of various consequences for aviation rights ft~¥

‘of  Okinawa reversion and the U.sS. position on each follow below. f

I - Okinawa (Naha) to Remain.a Service Point for U. S.'CarrierS'fg

Four U.S. carriers presently are serving Okinawa., (See

Annex I for History of U.S. aviation authority and Annex II

- for Present U.S. Air Services). The USG considers that the US ;Q

should continue to have ailr transport rights in Okinawa so that




"there..

: and Japan, together with the accompanyinw footnote.

. for a period of ten years to maintain their serv1ces.j

Preservation of these air rights would be confirmed in

an amendment to the Schedule of the US-Japan Civil Air Transport.

'Agreement to (a) add Naha as a co-terminal with Toxyo and Osaka

+in US Routes..1. and 2 and (b) delete Route 3 for both the US

These

amcndments would come into effect upon the date of reversmon.

1T - Temporary Concinuation of Okinawa—Japan US Transport Rights
N A
At present, both US and Japanese air carriers maintain .

service between Okinawa and mainland Japan.‘ ”he UsG considcrs
that after reversion us carriers should be 'allowed to continue

Japanese

Tttt i

agreement to this temporary continuation, while not adversely
affecting Japanese carriers, would allev1ate some of the
economic impact of Okinawa reverSion on US air carriers.

The USG does not ‘contest that reversion of Okinawa
will convert this presently international route. into cabotage

Accordingly, the USG does not request the

in51de Japan. T
Japanese Government to grant these rights in perpetuity.‘ The'
gsa requests, in effect a short period of transition so that.
a part of the economic impact on US av1ation in Okinawa be
somewhat postponed. “If such tran51tion period is not granted

by Japan, Us air carriers presently operating an Okinawa—Japan v

service would be prevented immediately uoon reversion from ‘”\

KN
g

e

h

%

~ experience immediate and adverse balance of'payments effects.

cabotage carriers be of Japanese nationality;

‘Reversion

JEINTII
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operating as attpresentvin Okinawa and woul@ suffer corres-— '~

ponding adverse economic consequences; and the US would

The U.S. does not contest the right‘of Japan, sanctibned
by international usage, to limit cabotage‘rights to its own
nationals' and the U.S. certainly does not ask the Government ‘ v
of Japan to grant rights to U.S. carriers over routes historicallx‘

within Japan proper. The United States Government and the

Japanese Government, by transxerring admin ‘tration of Oklnawa, .‘H? 3
would be creating cabotvage where none eiisted before.If the
Japanese Government were to seize upon the newly»created
cabotage character of the Okinawa-Japan rouée as the'reasont
for immediateiy declining‘to allow‘U S. car?iers tO‘operate
over that route and thereby causing then ecenomic hardship,

new dif:iculties would be nresented for obtaining U. S.

e

i'rlegislative sunport for the Okinawa rcverSian agreement.. -

The U. S. notes that Japanese cabotage regulations, in

Article 130, expressly provide that the Ministcr of Trans-

portation may make exception to the normal reQuirement that:

III. . Allevation of "Balanee'

of Benefiés" Conseguences of

Both the U.S. and Japan ancept themprinc ple that one of the

fundamental goals of the Air iransport Agree_ent is to

. achieve an exchange of commercial .aln rights of approximately




. equal value.

" recognition of a previous net imbalance in favor of the U. S

: ‘million.

‘to continue, as at present, ‘to charge Japan for airline revenues

resulting from the carriage of traffic between Okinawa and b

-', fact alone, Japan will be relieved upon reversion of''a benefit :
:charge of approximately $6.8 million (see Annex III)
*,addition Japan will be enabled by virtue of its jurisdiction :
“over Okinawa to. enlarge its route authority,
i‘ between Okinawa and the TTPI and Guam, Okinawa~US and Okinawa
‘to third countries.
,route values of services.

i calculations are that the combined route benefit change
o resulting from US-Japan agreement on Okinawa.reversion would

'total in excess of $l6 million for Japan.

: route rights.‘

;will have resulted from the act of reversion‘itseli, the USG

'asks the agreement of Japan that for a transitional period of

In 1969, Japan was g"anted uWO new routes in

The estimated benefit (%11 million) of those“two new routes

for Japan will more than offset the 1968 imbalance of $7-1/2:

The USG concedes that upon rever31on it would be improper

i

.'

Japan and.for routes beyond Okinawa conducteduunder authority -
of the Air Transport‘Agreement.. .Aocordihgly, by-virtue.of this .

ln o : \

ffor example,

In turn, the U.S. wouldfbe charged forj S 1

using Okinawa. Tentative U.s.

If'these changeS'
were. to result from normal causes, the u. S. WOuld concede the

right to. Japan to ask for compensation in the form of new f

In recognition, however, that these rou‘: benefit changes

‘

o o

7o
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'benefits to Japan not be used as a. basis for Japanese requests

©. from Okinawa results'  from the U.S. military presence there;‘l”

‘ : which is consonant with the policies of’ both countries . and which,f

calculations of Okinawa route benefits will_

'co be inSuable, is persuasive that 1t woul

{
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uen years following the .date of reversion, these additional

for compensatory route rights to be cfrante by the U.S.
The U. S. position is based not only up'n che extraordinary

nature of the transfer of Jurisdiction over Okinawa, but also

upon the fact that a 1aroe proportion of U. carriage to and

ter reversion, will be sanctioned by the HS-Japan Security

q

Treaty. Consequently, revenues to U.s. carriers on which

'e based deriveo

substantially from payments by the U.S. Gov' hment to U'S.

carriers as a cost of supporting our security forces in‘the‘jf

Far East.. Furthermore, in light of the nr‘bability of future

adjustments in the U s. presence in Okinawa: ollowing reversion';ff

and the reductinn in numbers of U.S. bases in Japan, the need
for U.S, air services to Okinawa may be reduced and a gradual
decline take place in the value of Okinawa to U S. carriers |
as a point in their Pacific service patter

makes extremely uncertain any prediction a

This fact

rever51on value of U.S. air services to Okinawa.

)1

COLDled with the fact that the current US-Japan earnings

balance, from already granted route authori s 1tself continues

e imprudent

attempt upon reversion or even shortly before‘to confirm n;




&

supposed changed balance of benefits by the essentially

) ifreversible means of granting new, authoritles.

Therefore, the U S. request for a ten—year transitional

“perlod before benefits from O&inawa service enter 1nto the

ca1ou1aulons of either side in determining he route benefit

baTance is based on equitable considerations of the nature?

.-of reversion, on the mllitary SOurce of“revenue of U. S

carwiers operating thfough Oklnawa, and on the frailcy

of any calculations based on inhefently changlng conditions.

T ot S g S ot i e

Okinawa since 1947.  The U.S. authority to conduct Okinawan .
‘under the laws of war. :Since fthe entry.into :force of the ,
‘Multilateral Treaty of Peace with Japan, the-right to regulate
+and control aviation rights on the island has’ derived from

Article '3 of that Treaty .which confers upon:the U.S. Ythe
. right to exerclse all and any powers .of administration;

: Alr Transport Agreement. During the negotiastion of that Agree-~ -
‘ment,. the U.S. received a route:from the U.S. via the Central S

'Japanese that this route description authorized U.S. air
"included in the definition of U.S. territory. The Japanese

delegation acknowledged that this was the case. However,

‘reciprocal  exchange of Okinawan routes accompanied by a foot-

‘ legislatlon, and jurlsdlction over Okinawa."

CANNEX I

HISTORY OF U.S. AVIATION AUTHORITY AT OKINAWA

U.S. airlines have provided scheduled afr services ﬁoi'

alr services derived ilnitially from the .rights of Occupation

leglslatlon, and jurisdiction over the Lorritorg apd inhabitants
of the 1slands, inclua*ng thelr erritOflal waters

In 1952,,the U.S. and Japan‘negotlated the present Civil

Pacific to Tokyo. The U.S. delegation poirted out to the

services between Okinawa and Tokyo because Oxinawa was under
the Y"protection" of the U.S., and, thereforc, in accordance
with Arcicle 2 of . the Civil Alr Tranaport Agreement, was

because. of 'sensitivity.:in Japan concerning Okinawan sover-
elgnty, the U.S. agreed to a Japanese proposal -to have a

note which states: "In granting these routes, Tthe respective
Conccactlng Parties are’ cognizant of the. provision of Article 3.

. of the Treaty. of Peace with Japan...under which the United

States of America exérclses the powers of admlnistration,“;f




PRESENT ATIR SERVICES AT OKIﬁéWA

At present, four U.S.

carriers serve @kinawa. The pattern

and frequency 01 U.S. carrier sefv1ces is: as ;0110ws

Northwest Airlines

©. Fly4 ing Tlge; Line

- Trans-World Airlines

Conuinental Alrlines/Air

Micronesia

7 VeokTy nou dtflps US—lo(yo‘

Osaka-Okinawa—xaipei (with ‘
change of fll”ht number in' Tokyo)

3 weekly southoound US—Tokyo
Oklnawa-Manila ) »

2 weekly nortnbound Mani1a~~
Okinawa—Tocgo US . -

-2 uoeklj roundtviou, all cargo,

US~ ~Tokyo-Okinawa

1 weekly Tokyo—Okinaua-Taipei
3 weekly rouadtrip US-Tokyo-
Oklnawa-Hong Kong‘

'\ St .‘f_ .
6 weekly weatbouna all—cango

flignts woieh opeﬂate US-Tokyo—
Okinawa and} beyono

l"'.'

. 7 weekly roﬁndtrios on its

found-the-world s@rvice. ‘These
flights operate US~CGuam-Okinawa
Taipeil~Hong;Kong" and beyond in
both directions. L :

. ,’

"IQWeekly‘roﬁndtrip Safoan—Okinawa‘

ANNEX TII

 US-Japan and beyond $75,561
. Okinawa-Japan = | e 5,894 (
. Okinawa-Taipel ' : N 1,143 -~
‘Okinawa-Hong Kong RIS & izt
$90,185%""  $82,610

"abouu $11 million which will more than offset the 1968 imbalance S

‘Okinawa and Japan ($5.9 million) will continue to be earned.
o Except for $.3 million related to through- @kinawa—US service, -

BRI

" ANNEX III

BALANCE OF BENEFITS:.

G

The follow1ng bookkeeping balance of benefits shows the
revenues earned in 1968 from the operation ‘of alyr services
authorized by the .exchange of route rlghts under uhe US-Japan
Civ11 Air Transport Agreement o

_-g.

1968 Balance of Beneflts—

Passenper Revenues 1968 (000)

US Canriers Japanese Carriers

Net’Imbalance for US +7,575

(The above imbalance in earnings consﬁituted the primary
Jjustification in 1969 for the grant to Japan to two new routes:
Japan~Anchorage—New York, and dapan-Saipan-Guam. These route
grants will have an impact on the balance of benefits of

in: favor of the U.S.)
When Oklnawa reverts to Japanese control, a number of

changes will occur in the Civil Air Transport. Agreement ledger. .
Japanese alrline revenues from the carriage of traffic between

however, ‘these revenues will no longer be’ oharged against Japan

.in the billateral accounts because this traffic will become

domestic cabotage. Furthermore, the US-will not be able to.
charge Japan: for continued Okinawa-Tailpel &nd Okinawa-Hong
'kong operations ($1.2 million) because ohege servicTes will "

“not: be: conducted under authority contailiedidn the US—Japan 5

Air Transport Agreement.,  In .addition td these advantageous L

‘bookkeeping changes (totallvng $6.8 million), control’ over T
‘Okinawa will enable Japanese carriers to operate from Okinawa fro wn

to the US under route authority Daesentiy contained in the
bilateral aviation agreement. : * i




US Retains Present Rights ; No Charpe

Effect of Reversion on Charres foﬁ Rights to Okinawa

Passenger Revenues 1968 (000 omitted)
‘ Passenger revenues 1968 (000 omitted) o

Us Carrlers 3

- Jdapanese Carrlers

Us Carriarsf : .
$75,562

Japanese Carrlers.;'
US~Japan and beyond T $86,967 ¢

1968 Route Values (Total) ‘$90;18515 $82,610 }Q;v”‘“':" Okinawa-US ‘ no—charge;.‘ 292
i L R Okinawa~Japan : no-charge .. - £y
OKINAWA REVERTS: Okinawa-Hong Kong : no-charge
1) Charge US for: Okinawa-Taipei : no-charge :.
: Oktinava~Us ‘ +1.612 - Okinawa-Manila no-charge
‘ inawa— : s : ‘ ; e i
- ’ Okinawa-Taipei + 280 -
‘Qv © ' Okinawa-Hong Kong +.395 $86,967 ° $75,853
Oklnawa—Manlla + . 225~ S o - .
éﬁ | 5 The net increase in the imbalance~. (asibetween the I
' . 2) Relieve Japan Charges for: co “r - bresent and post-reversion) would thereforeibe $3.5 million /. .
e (le 1 mwlllon minus $7.6 million). "When thé estimated "
, e Oklnawa~Jaoan L=5,602 : - impact of the routes granted Japan in 1969 is taken into
: © Okinawa-Taipei | -1,143 account in the above calculation, however, The carrier
Okinawa—Hong Kong‘ - 12. - fevenues cnarged to each 51de are approx1mate1y equal.‘
$92,697 . Y 475,853 ’
Net -imbalance in favor of the US: . $16,844 | ‘
3& : Taus, the preservation of current US air transport :

rlghts at . Okinawa when that island reverts, together W1th
. the other bookkeeping changes in the calculation of the
'@1 ’ bilateral eafnlngs balance that will accompany reversion,
e will increase the net imbalance from $7.6 milllon to $l6 8
miitlion for a net change of $9 2 million..

Efzect of Reversion During the No~Char?e Period '

US carriers will uurfer]ittle or no r;' nue loss and

Japanese carrier revenue gains will be 1limited to those o

- attributable to the enlargement of Japan aviation authority -
due to reversion, : : R iy
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In uhe calculation of the balance of” economlc benefits,. e
there would be the Iollowing effect during the no-charge:.
,time period. k : ) ‘
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