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MEMORANDUM FOR MR. ROBERT C. MCFARLAK ' /¢2§5zn§wﬁgv

THE WHITE HOUSE

SUBJECT: ~ °~ ' -

We do not believe a reply to this letter is required or
advisable.

The letter was hand-carried to Washington by ROKG Commerce
and Industry Minister Kum Jin-ho, who led the Korean Special
Trade Mission to the United States. It parallels the letter
President Reagan sent to President Chun in January, on the
occasion of the U.S. trade mission's visit to Seoul.

A reply to this letter is therefore not required. In
addition, a recent controversial finding of dumping of Korean
color television receivers in the U.S. market (announced the
day after President Chun's letter was dispatched), has been met
with great dismay by the ROKG. They do not share our view that
anti-dumping actions are a legitimate response to unfair trade
practices, and devising language to reply to President Chun's
open market rhetoric before the current issue is resolved would
be awkward at best.

Cirartes nill
Executive Secretary

Attachment:

Letter to President Reagan dated
February 22, 1984.
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I can assure you that Korea has always been
and will continue to be mindful of these objectives.
Indeed, our mutual commitment to the fundamental
principle of free trade is bound to bring great
prosperity to us all.

I know, Mr., President, you share my hope that
the Mission will carry out its tasks with success

and thereby contribute to further strengthening of
our ties of friendship.

Sincerely yours,

/s/ Chun Doo Hwan






Shemlde oY TEE YA fUY ftom goE:
YUY AU, EAe oo @Io] AgToe] 7| B o

g Forg olgshe ol £ TRl tig 2 WeYe 7AT
22 Y AYTOl H3Hox YFE LayosH o7
Y27 LEPAE g FRAZIEH Floist7lE Hyshe sl

ZstA gele) T Helg Y.

2












i Ze olsiy BEE W4 dstel gtew gozE
A4 $dT AYHT.  Bde £ @30l Agrodel 7| Eixo]

g Zope olwett 2ol $° EROlA g 2 wge shHt

Boe FW ATl ¥3Hos YRE PrPosH 9

| e = L. = —

2ol SIVAE B FUAZIEH JlofRE Hwbete sy,

AeiA 2ol Hey AeE wgIT.

e E

SYUE Sojz  Zu



National Security Council
The White House

System #

Package # __

SEQUENCE TO HAS SEEN DISPOSITION

Bill Martin

Bob Kimmitt | I

John Poindexter

Wilma Hall

Bud McFarlane

Bob Kimmitt

NSC Secretariat

Situation Room 2 A
Tom Shull
1=Information A =Action R = Retain D = Dispatch N = No further Action

cc: VP Meese Baker Deaver Other

COMMENTS Should be seen by:

| ' . (Date/Time)
Stu\dU'Q Q‘VE) Oafanvny é’c/\ AA.o-sz/\urM by '5!6'
8\\% bo\ rvfo ;h
Gy [cHon v goven
S\ P o wethund -
m o\ <thind

Re\armna
Harha



NSC/S PROFILE UNCLASSIFIED ID 8401857

RECEIVED 05 MAR 84 18

TO PRESIDENT FROM CHUN DOO HWAN DOCDATE 22 FEB 84
KEYWORDS KOREA INTL TRADE
HS
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NATIONAL SECURITY COUNCIL ID 8401857
REFERRAL DATE. 05 MAR 84
MEMORANDUM FOR. STATE SECRETARIAT
DEPARTMENYT OF STATE
DOCUMENT DESCRIPTION: TO: PRESIDENT
SOURCE. CHUN DOO HWAN
DATE: 22 FEB 84
KEYWORDS: KOREA INTL TRADE
HS

SUBJ: INTRO LTRS FOR KOREAN SPECIAL TRADE MISSION

REQUIRED ACTION. RECOMMENDATIONS / DRAFT REPLY

DUEDATE: 09 MAR 84
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NATIONAL SECURITY COUNCIL ID 8401857
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REFERRAL DATE: 05 MAR 84
MEMORANDUM FOR. STATE SECRETARIAT

DEPARTMENT OF STATE
DOCUMENT DESCRIPTION: TO: PRESIDENT
SOURCE. CHUN DOO HWAN

DATE: 22 FEB 84

KEYWORDS: KOREA INTL TRADE
HS
SUBJ: INTRO LTRS FOR KOREAN SPECIAL TRADE MISSION
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g / DEPARTMENT OF HEALTH & HUMAN SERVICES Health Care Financing Administratior

(G . .

/V%:SR 6325 Security Boulevard
’ Baltimore, MD 21207

MAY 24 1984

FQag-22

Mrs. Hs 8. Green
8436 Blackburn Avenue
Los Angeles, California 90043

Dear Mrs. Green:

Mrs. Reagan nas asked me to thank you for your letter regarding a
child needing medical care in California.

Unfortunately your letter does not contain enough information for me

to assist you. If you will provide the necessary information such as
the child and parents full names, address and the exact nature of the
child's illuness, I will be glad to have my staff look into the matter.

S8incerely yours,

Henry R. Desmarais, M.D.

Director

Bureau of Eligibility,
Reimbursement and Coverage

cc:
The White House



T HE WHITE HOUSE C - - - - -
REFERRAL

MAY 14, 1984

TO: DEPARTMENT OF HEALTH AND HUMAN SERVICES

ACTION REQUESTED:
DIRECT REPLY, FURNISH INFO COPY

DESCRIPTION OF INCOMING:

ID: 226325

MEDIA: LETTER, DATED MAY 2, 1984
TO: MRS. REAGAN

FROM: MRS. H. S. GREEN

8436 BLACKBURN AVENUE
LOS ANGELES CA 90048

SUBJECT: SEEKS HELP FOR A CHILD IN CALIFORNIA -
MISTAKENLY FEELS THAT THE KOREAN CHILDREN
BROUGHT TO THE U.S. WERE PAID FOR BY U.S.
TAX PAYERS

PROMPT ACTION IS ESSENTIAL -- IF REQUIRED ACTION HAS NOT BEEN
TAKEN WITHIN 9 WORKING DAYS OF RECEIPT, PLEASE TELEPHONE THE
UNDERSIGNED AT 456-7486.

RETURN CORRESPONDENCE, WORKSHEET AND COPY OF RESPONSE
(OR DRAFT) TO:
AGENCY LIAISON, ROOM 91, THE WHITE HOUSE

SALLY KELLEY
DIRECTOR OF AGENCY LIAISON
PRESIDENTIAL CORRESPONDENCE






=









THE WHITE HOUSE

WASHINGTON

June 21, 1984

Dear Chairman McKinnon:

Your recent letters to Messrs. Baker and Deaver concerning
the pending dispute between the United States and Korea over
air route rights have been referred to me for consideration
and direct reply. 1In those letters and accompanying briefing
papers you outlined the facts surrounding the dispute and

the various arguments on both sides.

We appreciate having the benefit of your informed views on
this matter, and I have taken the liberty of sharing them
with the Department of Tramsportatiaon, which, as you know,
is deeply involved in the pending dispute. Once again,
thank you for advising us of your concerns in this area.

Sincerely,

Oriz. sigred by IR

Fred F. Fielding
Counsel to the President

The Honorable Dan McXinnon
Chairman

Civil Aeronautics Board
Washington, D.C. 20428

FFF:JGR:aea 6/21/84
bcc: FFFielding/JGRoberts/Subj/Chron






THE WHITE HOUSE

WASHINGTON

June 15, 1984

MEMORANDUM FOR JAMES W. CICCONI
SPECIAL ASSISTANT TO THE PRESIDENT
SPECIAL ASSISTANT TO THE CHIEF OF STAFF

FROM: FRED F. FIELDING Oris. rigned hy mWF
COUNSEL TO THE PRESIDENT ~ o

SUBJECT: Correspondence from Civil Aeronautics Board
Chairman Dan McKinnon on Korean Route Dispute

Attached for your information is a copy of my reply to the
letter Chairman Dan McKinnon of the Civil Aeronautics Board
wrote to Mr. Baker, concerning the pending dispute between
the United States and Korea over air route rights. Also
attached is a copy of my memorandum to the Department of
Transportation, referring McKinnon's, letter.

Attachment
cc: Craig L. Fuller

Assistant to the President
for Cabinet Affairs

FFF:JGR:aea 6/15/84 .
cc: FFFielding/JGRoberts/Subj/Chron



THE WHITE HOUSE

WAEHINGTON

June 15, 1984

MEMORANDUM FOR MATT SCOCOZZA
ASSISTANT SECRETARY OF TRANSPORTATION

FOR POLICY

FROM: FRED F. FIELDING (~fr. =igned by FIF
’ COUNSEL TO THE PRESIDENT
SUBJECT: Correspondence from Civil Aeronautics Board ‘
Chairman Dan McKinnon on Korean Route Dispute

Attached for your information is correspondence from Chairman
Dan McKinnon of the Civil Aeronautics Board, concerning a
pending dispute between the United States and Korea over air
route rights. The correspondence is submitted for whatever
review and consideration you deem appropriate. I have
written Chairman McKinnon thanking him for his letters, and
advising him that I have shared them with the Department of
Transportation. '

Many thanks.

Attachment

FFF:JGR:aea 5/15/84
cc: FFFielding/JGRoberts/Subj/Chron



— THE WHITE HOUSE

WASHINGTON

Date 5.77582/

Suspense Date

MEMORANDUM FOR: //97%\//\« :

FROM: DIANNA G. HOLLAND
ACTION

Approved

Please handle/review

For your information

For your recommendation

For the files

Please see me

Please prepare response for
signature

As we discussed
Return to me for filing

COMMENT

, ey
A st
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THE WHITE HOUSE
WASHINGTON

May 22, 1984

MEMO TO CRAIG-FULLER




THE CHAIRMAN
OF THE

CIVIL A RONAUTICS T~ DARD

WASHINGTON, D. C. 20428

May 21, 1984

Dear Mike:

This is to alert you to an issue which will most o
likely become a high level political problem. G

This trade off of aircraft sales for route rights
would set a dangerous precedent which every country
in the world would ut! ™~ ’ T T ' T J.8.
commercial aviation.

- » o - 1

dlilu ssLruce LILCY WELES LILDL LU 1LlTLuUuds W Lulsadas w
commitment, it gives the United States a way to get
out of it.

I just want to bring this to your attention, as you'll
probably be hearing more about it.

Bestégggggds,

(“ \'}:‘\\\\
A
Dan McKinnon N

Honorable Michael K. Deaver
Deputy Chief of Staff and
Assistant to the President
The White House

Washington, D. C. 20500

Enclosure



PROBLEM:

FORMER POLICY:

FACTS:

U.5. AVIATION SITUATION WITH KOREA AND
IMPENDING CRISIS

Korea wants route rights to Oakland, Chicago and
beyond one point to Europe contained in a 1980
MOU in which Korea was to provide certain cargo
facilities by March 1981. Korea has never pro-
vided the required facilities.

Under the Carter Administration, the idea in
aviation bilaterals was to give away valuable
route rights into the U.S. to create competition.
There was no concern where competition came from
or the cost to the U.S. for that competition --
just a frantic effort to create competition with
the belief the consumer was the winner.

Result was entry of many foreign carriers who
were more than willing to take advantage of this
new generous U.S, policy. Net result was to
dilute U.S. carriers' traffic by many foreign
carriers and countries who provided little
passenger or cargo traffic. Basically, many were
poachers and drained away revenues from our
carriers. The also kept restrictive rules in
place that made true competition in their countries
difficult for our carriers so they had their cake
and ate it too.

It was this policy that promised Korea hundreds of
millions of dollars of valuable aviation route
rights for a $4.5 million cargo hangar -- due to be
built by March 1981. The Koreans never built it.

This competition's only result was to dilute U.S.
carriers' earnings and, since all foreign countries
closely control prices, the consumers gained
nothing in pricing but only more carrier options
for travel,

In April 1983, Flying Tiger wrote a letter to the
State Department ostensibly withdrawing its ob-
jections to the implementation of the rights
granted to Korea under the 1980 MOU. KAL demanded
that FTL write the letter before KAL would complete
a 5-million dollar transaction,involving the pur-
chase of cargo facility space at New York from
Tigers. Tigers was in dire economic straits at the
time and wrote the letter as demanded.



GATT agreement says signatories agree to avoid
attaching inducements of any kind to the sale or
purchases of civil aircraft.

POLITICAL PRESSURES:

Favoring Korea-ROK government will request U.S. to honor its

Opposing Korea

commitment and state ROK is now ready to honor the

requirement to build the hangar. ROK will say U.S.

never renegs on agreements. In addition, they will

say Flying Tigers didn't properly follow through on
exercise of their rights to build the hangar. (not

so)

McDonnell Douglas will say order by Korean Airlines
(KAL) for 6 to 9 MD-80s worth about $300 million

is being cancelled in retaliation if RKAL does not
get the route rights. "What's one more airline
flying into CHI?" they say. Those aircraft pur-
chases are mainly to replace aging domestic planes
and at the present time only McDonnell Douglas or
Boeing can provide the aircraft.

(To support a $300 million aircraft purchase, ‘an
airline needs to gain revenues of roughly one-

half of aircraft cost ($150 million) per year.
Since aviation between the U.S. and the ROK is

not growing at that rate, revenues must come out
of another carrier's income--mostly U.S.carriers--
since all competitive conditions affecting our
carriers 1is tightly controlled in Korea. Currently,
Korea has about 80% of the market,

STR will say MD-80 sale will help balance of pay-
ment, Lost sales is threatened to go to Airbus.

East Asian Bureau (State) will say its important
to give KAL rights to show friendship to Korea.
This division of State told ROK we'll let them
have rights. (No prior clearance with any other
government agencies involved.)

Flying Tigers will say why should they be penalized
and finance U.S. policy to help ROK through added
competition, especially through CHI which is their
hub. They have lost millions in recent years and
these rights threaten their very existence. They
are angry over original MOU which was forced on

our carriers by Carter Administration. Their re-
tort to "What's one more carrier in CHI?" is
"What's a couple more Airbus aircraft?”

Northwest Airlines will point out ROK and KAL
for years have ignored bilateral requirements to
allow operating conditions that allow for fair




competition in Korea. (They have pages of com-
plaints -- small individually -- but added up
virtually gut their Korean operation compared to
KAL). NW hangar facilities are 4th rate and ROK
has done nothing to alleviate their cargo handling
problems, as was required by the bilateral to be
done in 1981.

Department of Defense -- Sec., Weinberger has
written Sec., Schultz that FTL serves CRAF program
with 17 747s and the U.S. should make no agreement
that could weaken that reserve defense lift
capability.

CAB -- feels window of opportunity for Korea to
exercise rights closed. It closed in 1981. CAB
feels no rights should be granted to KAL for CHI
or beyonds. The original deal was heavily im-
balanced in favor of ROK. Today's U.S. aviation
policy is being closely watched by other countries
to see if we mean business when we say there are
no more giveaways (Carter era) and all bilaterals
must be balanced. Are we requiring countries to
live up to agreements or always caving? Chairman
Dan McKinnon says this is an example of a case the
U.S. needs to be tough on. If we want to help ROK,

all taxpayers should pay the costs -- not FTL
and NW.
Economic Bureau (State) -- This is not a balanced

agreement. ROK did not honor the original terms,
so there is no obligation for U.S. to honor our
end of the deal.

DOT =-- this deal is not healthy for U.S. aviation
interests. Trade and aviation issues should not
be mixed. The bilateral is inoperative since ROK
did not live up to the terms of the deal back in
1981. . .

CURRENT SITUATION:

RECOMMENDATION:

Negotiations with ROK took place April 2-3. U.S.
Delegation said don't build hangar in reliance
on 1980 MOU -- means no route rights to CHI and
bevonds. ROK upset but aware they stiffed U.S.
since 1981. Renewed negotiation scheduled this
June. Now all parties conducting intense lobby-
ing effort in USA. Pro U.S. parties say don't
give CHI and beyonds. Pro ROK saying give ROK a
second chance to fulfill terms of the original
Carter deal.

Stick to tough U.S. aviation policy. If we don't
on this clear-cut issue -- U.S. credibility and



Prepared by:

Dan McKinnon

that of this Administration is meaningless

with all foreign countries. The Reagan Ad-
ministration supposedly brought in tough

people to say no to giveaways. If we give in

on the Korean situation, we will be no different
than the Carter Administration, and all tough

talk on a reversal of U.S. aviation policy that it
now must be balanced will have no worldwide
credibility.

Unfortunately, this is a decision that can't be
compromised. Either KAL is allowed into CHI or not.
Delay is not a compromise -- because the damage
done to U.S. carriers will still be done.

Chairman, Civil Aeronautics Board

April 24, 1984









THE WHITE HOUSE

WASHINGTON

June 21, 1984

Dear Chairman McKinnon:

Your recent letters to Messrs. Baker and Deaver concerning
the pending dispute between the United States and Korea over
air route rights have been referred to me for consideration
and direct reply. In those letters and accompanying briefing
papers you outlined the facts surrounding the dispute and

the various arguments on both sides.

We appreciate having the benefit of your informed views on
this matter, and I have taken the liberty of sharing them
with the Department of Tramsportation, which, as you know,
is deeply involved in the pending dispute. Once again,
thank you for advising us of your concerns in this area.

Sincerely,

Fred F. Fielding
Counsel to the President

The Honorable Dan McKinnon
Chairman

Civil Aeronautics Board
Washington, D.C. 20428

FFF:JGR:aea 6/21/84
bcc: FFFielding/JGRoberts/Subj/Chron



June 16, 1984

MEMORANDUM FOR FRED F. FIELDING

FROM: JOHN G. ROBERTW

SUBJECT: Korean Airlines' Refusal to Sign a
Purchase Order With McDonnell Douglas
for 6 MD-80s Unless Given Route Rights

Dan McKinnon, Chairman of the Civil Aeronautics Board, has
sent identical letters to Mr. Baker and Mr. Deaver, con-
cerning a pending dispute involving Korean Air Lines (KAL).
According to McKinnon, the Carter Administration foolishly
agreed in 1980 to give KAL route rights to Oakland and
Chicago in exchange for a Korean agreement to provide
certain cargo facilities by March 1981. Korea has not yet
built the facilities, and the United States -- or at least
some elements in the Government -- are attempting to rescind
the route commitment. KAL, in response, has threatened not
to purchase six aircraft it has ordered from McDonnell
Douglas unless it gets the routes in question.

In his letter and accompanying briefing paper, McKinnon
contends that aircraft sales should never be allowed to be a
factor in route cases, and that the United States should
avail itself of the opportunity -- presented by Korea's
default on the 1980 agreement -- to get out from under a
misguided "give away" of valuable routes to KAL. He in-
dicates that this is the position of the CAB, Defense,
Transportation, and the Economic Bureau at State, as well
as, not surprisingly, KAL's competitors (Flying Tigers and
Northwest). McDonnell Douglas, USTR, and the East Asian
Bureau at State support KAL.

I contacted Matt Scocozza, Assistant Secretary of Trans-
portation for Policy, for more information on the dispute.
Scocozza is heading up the Administration handling of the
matter. Scocozza noted that McKinnon's views were widely
known to those reviewing the dispute. He recommended that
the White House simply thank McKinnon for sharing those
views, refer the letters to Transportation, and not
otherwise become involved. According to Scocozza, further
negotiations with the Koreans are scheduled for September.
The matter is not at this point -- and may never be -- a
section 801 case submitted for formal Presidential review.



I agree with Scocozza's recommendation. It is somewhat
unusual for the head of an independent regulatory agency to
send a letter to Presidential aides on a pending matter. I
do not consider it necessarily improper, however, since the
resolution of the dispute with the Koreans involves
executive branch actions and is only partly under the
jurisdiction of the CAB. I have attached a draft letter
from you to McKinnon, thanking him for his views and
advising him that we have referred his correspondence to
Transportation. Memoranda to Scocozza, Baker, and Deaver
are also attached.

Attachments



THE WHITE HOUSE

WASHINGTON

June 15, 1984

MEMORANDUM FOR MICHAEL K. DEAVER
ASSISTANT TO THE PRESIDENT
DEPUTY CHIEF OF STAFF

FROM: _ FRED F. FIELDIN(
COUNSEL TO THE PRESIDENT

SUBJECT: Correspondence from Civil Aeronautics Board
Chairman Dan McKinnon on Korean Route Dispute

Attached for your information is a copy of my reply to the
letter Chairman Dan McKinnon of the Civil Aeronautics Board
wrote you, concerning the pending dispute between the United
States and Korea over air route rights. Also attached is a
copy of my memorandum to the Department of Transportation,
referring McKinnon's letter.

Attachment
cc: Craig L. Fuller

Assistant to the President
for Cabinet Affairs

FFF:JGR:aeca 6/15/84
bce:  FFFielding/JGRoberts/Subj,/Chron



THE WHITE HOUSE

WASHINGTON

June 15, 1984

MEMORANDUM FOR JAMES W. CICCONI
SPECIAL ASSISTANT TO THE PRESIDENT
SPECIAL ASSISTANT TO THE CHIEF OF STAFF

FROM: FRED F. FIELDING
COUNSEL TO THE Pl._....®

SUBJECT: Correspondence from Civil Aeronautics Board
Chairman Dan McKinnon on Korean Route Dispute

Attached for your information is a copy of my reply to the
letter Chairman Dan McKinnon of the Civil Aeronautics Board
wrote to Mr. Baker, concerning the pending dispute between
the United States and Korea over air route rights. Also
attached is a copy of my memorandum to the Department of
Transportation, referring McKinnon's letter.

Attachment
cc: Craig L. Fuller

Assistant to the President
for Cabinet Affairs

FFF:JGR:aea 6/15/84 _
cc: FFFielding/JGRoberts/Sub]j/Chron



THE WHITE HOUSE

WASHINGTON

June 15, 1984

MEMORANDUM FOR MATT SCOCOZZA
ASSISTANT SECRETARY OF TRANSPORTATION
FOR POLICY

FROM: . FRED F. FIELDINC
COUNSEL TO THE Fres>iUBNY

SUBJECT: Correspondence from Civil Aeronautics Board
Chairman Dan McKinnon on Korean Route Dispute

Attached for your information is correspondence from Chairman
Dan McKinnon of the Civil Reronautics Board, concerning a
pending dispute between the United States and Korea over air
route rights. The correspondence is submitted for whatever
review and consideration you deem appropriate. I have
written Chairman McKinnon thanking him for his letters, and
advising him that I have shared them with the Department of
Transportation.

Many thanks.

Attachment

FFF:JGR:aea 5/15/84 .
cc: FFFielding/JGRoberts/Subj/Chron









THE CHAIRMAN

CIVIL AEROKIFATJTalcs BOARD < / )
WASHINGTON, D. C. 20428 LOM \ /( ._)0
May 18, 1984 N C A
(A
?§¥S {)ﬁ’
“\ \\N) >\
R Q|

Dear Jim:

This is to alert you to an issue which will r
most likely become a high level political ?2/?73&L
problem. .

Korean Airlines has refused to sign a purchase

order with McDonnell Douglas for six MD-80's

unless they get the route rights as mentioned

in the enclosed briefing paper. /

This trade off of aircraft sales for route rights ébl%utA“”N !
would set a dangerous precedent which every _M‘:::::5$7
country in the world would utilize to the detriment

of U.S. commercial aviation. It should never be

done.

As you'll read, the issues go even deeper -- the
Carter Administration made a very bad deal. This
Administration must not give in to Korea's threat,
and since they were first to refuse to fulfill

a commitment, it gives the United States a way

to get out of it.

I just want to bring this to your attention,
as you'll probably be hearing more about it.

Best regards,

-

Honorable James A. Baker III
Chief of Staff and
Assistant to the President
The White House

Washington, D. C. 20500

Enclosure



PROBLEM:

FORMER POLICY:

FACTS:

U.,S. AVIATION SITUATION WITH KOREA AND
IMPENDING CRISIS

Korea wants route rights to Oakland, Chicago and
beyond one point to Europe contained in a 1980
MOU in which Korea was to provide certain cargo
facilities by March 1981. Rorea has never pro-
vided the required facilities.

Under the Carter Administration, -the idea in
aviation bilaterals was to give away valuable
route rights into the U.S. to create competition.
There was no concern where competition came from
or the cost to the U.S. for that competition --
just a frantic effort to create competition with
the belief the consumer was the winner.

Result was entry of many foreign carriers who
were more than willing to take advantage of this
new generous U.S. policy. Net result was to
dilute U.S. carriers' traffic by many foreign
carriers and countries who provided little ’
passenger or cargo traffic. Basically, many were
poachers and drained away revenues from our
carriers. The also kept restrictive rules in
place that made true competition in their countries
difficult for our carriers so they had their cake
and ate it too.

It was this policy that promised Korea hundreds of
millions of dollars of valuable aviation route
rights for a $4.5 million cargo hangar --~ due to be
built by March 1981. The Roreans never built it.

This competition's only result was to dilute U.S.
carriers' earnings and, since all foreign countries
closely control prices, the consumers gained
nothing in pricing but only more carrier options
for travel. )

In April 1983, Flving Tiger wrote a letter to the
State Department ostensibly withdrawing its ob-
jections to the implementation of the rights
granted to Korea under the 1980 MOU. KAL demanded
that FTL write the letter before KAL would complete
a 5-million dollar transaction,involving the pur-
chase of cargo facility space at New Yorkx from
Tigers. Tigers was in dire economic straits at the
time and wrote the letter as demanded,



GATT agreement says signatories agree to avoid
attaching inducements of any kind to the sale or
purchases of civil aircraft.

POLITICAL PRESSURES:

Favoring Korea-

ROK government will request U.S. to honor its

Opposing Korea

commitment and state ROK is now ready to honor the
reguirement to build the hangar. ROR will say U.S.
never renegs on agreements. In addition, they will
say Flying Tigers didn't properly follow through on
exercise of their rights to build the hangar. (not
50)

Mcbonnell Douglas will say order by Rorean Airlines
(KAL) for 6 to 9 MD-80s worth about $300 million

is being cancelled in retaliation if KAL does not
get the route rights. "What's one more airline
flying into CHI?" they say. Those aircraft pur-
chases are mainly to replace aging domestic planes
and at the present time only McDonnell Douglas or
Boeing can provide the aircraft.

(To support a $300 million aircraft purchase, an
airline needs to gain revenues of roughly one-
half of aircraft cost ($150 million) per year.
Since aviation between the U.S. and the ROK is

not growing at that rate, revenues must come out

of another carrier's income--mostly U.S.carriers--
since all competitive conditions affecting our
carriers is tightly controlled in RKorea. Currently,
Korea has about 80% of the market.

STR will say MD-80 sale will help balance of pay-
ment., Lost sales is threatened to go to Airbus.

East Asian Bureau (State) will say its important
to give KAL rights to show friendship to Korea.
This division of State told ROK we'll let them
have rights. (No prior clearance with any other
government agencies involved.) -

Flying Tigers will say why should they be penalized
and finance U.S. policy to help ROK through added
competition, especially through CHI which is their
hub. They have lost millions in recent years and
these rights threaten their very existence. They
are angry over original MOU which was forced on

our carriers by Carter Administration. Their re-
tort to "What's one more carrier in CHI?" is
"What's a couple more Airbus aircraft?”

Northwest Airlines will point out ROK and KAL
for years have ignored bilateral requirements to
allow operating conditions that allow for fair




competition in Korea. (They have pages of com-
plaints =-- small individually =-- but added up
virtually gut their Korean operation compared to
KAL). NW hangar facilities are 4th rate and ROK
has done nothing to alleviate their cargo handling
problems, as was required by the bilateral to be
deone in 1981,

Department of Defense -- Sec. Weinberger has
written Sec. Schultz that FTL serves CRAF program
with 17 747s and the U.S. should -make no agreement
that could weaken that reserve defense lift
capability.

CAB -- feels window of opportunity for Korea to
exercise rights closed. It closed in 1981. CAB
feels no rights should be granted to KAL for CHI
or beyonds. The original deal was heavily im-
balanced in favor of ROK. Today's U.S. aviation
policy is being closely watched by other countries
to see if we mean business when we say there are
no more giveaways (Carter era) and all bilaterals
must be balanced. Are we requiring countries to
live up to agreements or always caving? Chairman
Dan McKinnon says this is an example of a case the
U.S. needs to be tough on, If we want to help ROK,

all taxpayers should pay the costs -- not FTL
and NW.
Economic Bureau (State) -- This is not a balanced

agreement. ROK did not honor the original terms,
so there is no obligation for U.S. to honor our
end of the deal. )

DOT -- this deal is not healthy for U.S. aviation
interests. Trade and aviation issues should not
be mixed. The bilateral is inoperative since ROK
did not live up to the terms of the deal back in
1981.

CURRENT SITUATION:

RECOMMENDATION:

Negotiations with ROK took place April 2-3. U.S.
Delegation said don't build hangar in reliance
on 1980 MOU -- means no route rights to CHI and
bevonds. ROK upset but aware they stiffed U.S.
since 1981. Renewed neggtiation scheduled this
June. Now all parties conducting intense lobby-
ing effort in USA. Pro U.S. parties say don't
give CHI and beyonds. Pro ROK saying give ROK a
second chance to fulfill terms of the original
Carter deal.

Stick to tough U.S. aviation policy. If we don't
on this clear-cut issue -- U.S. credibility and
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that of this Administration is meaningless

with all foreign countries. The Reagan Ad-
ministration supposedly brought in tough

people to say no to giveaways. If we give in

on the Korean situation, we will be no different
than the Carter Administration, and all tough

talk on a reversal of U.S. aviation policy that it
now must be balanced will have no worldwide
credibility.

Unfortunately, this is a decision that can't be
compromised, Either KAL is allowed into CHI or not.
Delay is not a compromise -- because the damage
done to U.S. carriers will still be done.

Civil Aeronautics Board





