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Air of Confidence

Japan’s air transport industry is giving
an encouraging performance in fiscal
1988, on both the domestic and the inter-
national fronts. The expanding economy
at home, on the back of strong domestic
consumption, is boosting domestic pas-
senger traffic, particularly on trunk
routes. This, combined with more fre-
quent local route operations after the July
commissioning of a new runway at To-
kyo’s Haneda Airport, is expected to lead
the three leading carriers to achieve a 5-
6% increase in passenger traffic compared
with the previous fiscal year.

The volume of domestic air cargo has
consistently shown a growth rate of about
10% per year, thanks to the increasing de-
mand for transport of fresh foods to the
main urban areas from as far afield as
Hokkaido and Kyushu, and general
growth in small-item parcels. Although
air transport accounts for a modest 0.1%
of total domestic cargo in terms of ton-
kilometers, its growth rate is the highest
among all the hauling sectors.

On the international front, the number
of outbound Japanese tourists was ex-
pected to rise about 20% in 1988 from
6.83 million in 1987, in the wake of the
yen’s soaring exchange rate and the in-
creasing popularity of group tours. The
positive performance of the NIEs and an
increase in business visitors will also keep
inbound traffic active. Consequently, the
number of international passengers will
again show a two-digit growth.

Japan Air System (renamed in April
1988 from Toa Domestic Airways) inau-
gurated its first international flights, to
South Korea, in July, and became the
third Japanese carrier to operate sched-
uled overseas flights, after Japan Air
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Lines and All Nippon Airways, pushing
one notch ahead Japan’s multi-carrier in-
ternational operation system, the frame-
work of which was mapped out in the
June 1986 new civil aviation policy.

Despite their tonnage-based share of
only 0.1% of the total trade traffic, inter-
national air cargo operations grabbed a
sound 12.5% in exports and 19.7% in
imports in terms of value in 1987, estab-
lishing the sector as a vital presence in
carrying high value-added items. Fiscal
1988 growth of air cargo traffic in terms of
volume is expected to keep to the two-
digit level, but it will be lower than in the
previous year, due mainly to a slowdown
in transit cargo volumes originating in the
NIEs. On the other hand, fresh food
imports, reflecting a “gourmet” food
boom in Japan, and imports of manufac-
tured products will maintain the previous
high levels.

Meanwhile, rapid increases in interna-
tional air cargo traffic have stretched
handling facilities at Narita and other
international airports, and expansion is
urgently required to cope with the ex-
pected further growth,

In fiscal 1988, major carriers are ex-
pected to earn enough profits to pay divi-
dends as in the previous year, although
the yield on international routes is ex-
pected to slip. JAS is shouldering heavier
cost burdens due to its inauguration of in-
ternational flights and partly also to ad-
justing to its new name, and the decline
in fuel costs will help JAS make up
the difference.

Fiscal 1989 will be a year of further
growth for the carriers. Domestic passen-
ger traffic will sustain solid growth due to
the expanding national economy, fol-

FY 1988 FY 1989

’ FY 1986 ’ FY 1967 (estimate) | (forecast)
Domestic passenger traffic (1,000 persons) 43(2785) 47&;2‘;} 49(225) 52@%?
B e 496.5 550.7 617.0 675.0
omuuswmmﬁwo tons) 83 127 (10.2) (9.4)
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e TR L 1,024 1219 .| 1355 1,530
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Notes: 1. Flgufes in parentheses show growth rate over the previous year.

2. Domestic passenger traffic and cargo volume figures are for the three main Japanese airlines.
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Air travel will continue sound growth in the year ahead,
with the number of passengers increasing on both
domestic and international routes.

lowed by probable abolition of the trans-
port tax to be replaced by a proposed
consumption tax—equivalent to a net
6% fare cut. This will attract those cur-
rently using other transportation means.

International passenger traffic will also
maintain sound growth, though at a
slightly slower pace, against the backdrop
of a continual rise in Japanese traveling
overseas and an expected increase of Ko-
rean tourists triggered by the lifting of
travel restrictions by the Seoul govern-
ment. Both international and domestic
cargo traffic will rise by about 10%, led by
further expansion of transportation of
high value-added cargoes, parts needed
for offshore production, and fresh foods.

Consequently, both revenues and prof-
its of major airlines will continue rising.
But simultaneously the carriers need to
make strenuous efforts in cost-cutting
and building up corporate stamina to
cope with the further deregulation of in-
ternational air traffic in the future. m

(Makoto Amada, senior economist)

Journal of Japanese Trade & Industry: No.11989 31



