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Code:
l\?o.elc

Survey on the actual condition of Air Cargo Transport related to Japan
— with the aim to realizing an improvement in air cargo transportation —

Trend survey of Airlines, Air Freight Forwarders and Shippers related to aircargo transportation.

October 1, 2002

Dear Sirs,

In an attempt to grasp the true picture of various industrial activities in Japan, the Institute of Business Research, College of
Economics of Nihon University have launched their first survey on Japanese industrial trends in 1979, and ever since, with the
cooperation of the various industrial circles and business firms concerned, the Institute have conducted 27 surveys successfully
over the past years. The results of the surveys have been published into reports, and are regarded as having high values and are
appreciated by the industry as well as by academic circles.

The Institute of Business Research have decided to conduct its 28th survey on the captioned subject of "Air Cargo Transport”
during a two year survey period (fiscal 2002/2003).

Since Japan is surrounded by sea, Japanese trade is compelled to use either ocean or air transportation. Cargo movements by
air have already exceeded 30% in value and the speed of air transport have created new demands and opportunities. Viewing from
the angle of international logistics, air transportation has now become an integral and vital means of trade. It is a fact that consid-
ering both ocean and air trade port activities, Narita airport have continuously been ranked since 1994 as the largest trade gateway
port for Japan.

Despite heavy traffic needs, both Narita and Kansai International Airports have only one 4000-meter class runway, and even
though they cannot be fully used on a 24-hour basis, the landing fee is in the vicinity of 900,000 yen being the highest in the world.
Japanese airports are greatly inferior compared to the other Asian airports of Incheon (Seoul), Chek Lap Kok (Hong Kong), Changi
(Singapore) and others where multiple 4000-meter class runways are operative 24 hours. Japanese airports have other problems
such as but not limited to dwelling time at airports seen in export and import shipments. From an international logistics viewpoint,
Japanese airports and seaports have lost their competitiveness against other trade gateways of East Asia. The high user cost with
the Japanese airports and seaports can be regarded as the major reason.

This survey is conducted by forwarding questionnaires to shippers, air freight forwarders, and airlines operating into Japan. The
attempt of this survey is to have each member of this project team be able to capture the existing actualities on air cargo transport
covering Japan, and be able to analyze and compose constructive opinion based on candid inputs and suggestions provided by the
respondents to this questionnaire. Consequently, we solicit your understanding of our intent and wish to receive candid inputs from
you who are involved with air cargo transportation concerning Japan. We would be extremely grateful if you will spare some of your
time in responding to the questions raised.

Survey results will be computer-processed and the members of the project team will analyze and compile the studies into a
report. A free copy of the report will be provided to those wha have cooperated with our project and responded to our questions.

We would like to mention that a few members of the current project team have participated in two past surveys, namely, "Trend
survey on the use of Trade Terms in Japan” and "Survey on the current status and future prospects of freight forwarders in Japan
related to international multimodal transport”. The report of these surveys have gained high reception and have received the
"Trade Promotion Prize” and "Promotion Prize", respectively, from The Trade Promotion Foundation of Japan.

Needless to mention, your name as well as any names will be kept in strict confidence and will not be disclosed.

We would immensely appreciate if you could return the completed questionnaire to reach us by November 15, 2002, using the
self-addressed return envelope.
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If you should have any questions or need clarification, one of our survey team member, Mr. Ben Kinoshita (Phone/Fax: 047-335-
7924, Fax: 047-335-2291, Email: benkinoshita@aol.com) will be available to provide you with the required information.

Most sincerely yours,
%M /(a kg7a S ZIA:

Akira Kobayashi, Dr. of Economics

Professor, College of Economics, Nihon University
Leader, 28th Survey Project Team

Institute of Business Research,

College of Economics, Nihon University

28th Survey Project Team members:

Akira Kobayashi (Professor, College of Economics, Nihon University, Dr. of Economics)

Yoshiaki Hirata (Lecturer, Kanagawa University)

Benjamin T. Kinoshita (Lecturer, Nihon University; Faculty Member, IATA Airline Training and Development Institute)
Naoshi Taguchi (Lecturer, Waseda University, Dr. of Commerce)

Hiroko Ameno (Lecturer, Osaka Commercial University, Dr. of Commerce)

Lee Jung-Hwa (Graduate School, Kanagawa University)

Kazumasa Kurosawa (Graduate School, Nihon University)

Guidelines in completing the questionnaire form
(1) Please enter your answers directly using the questionnaire form.

(2) Each question has been provided with answer choices. Please enter your choice by using item numbers in the box
provided.

(3) When multiple boxes are provided, please try to fill as many boxes as you can. You are however not compelled to fill all the
boxes.

(4) Ifthe question does not fit with your business, or when insufficient data makes it unable for you to answer a question, you
may leave the box(es) blank.

(5) Since your input will be of extreme value in compiling our final report, we would immensely appreciate if you will be kind
enough to enter your opinion or additional comments where we have indicated "Others" as a selection.

(6) The name of your company as well as the name(s) of the respondent will not be disclosed.
(7) Please kindly respond to the questionnaire using the self-addressed return envelope to reach us by November 15, 2002.

(8) You are only requested to complete and return either one of the English or Japanese language questionnaire forms. You
need not return both.

(9) If you should have any questions or need clarification, one of our survey team member,Mr. Ben Kinoshita (Phone/Fax:
047-335-7924, Fax: 047-335-2291, Email: benkinoshita@aol.com) will be available to provide you with the required informa-
tion.

Thank you very much.
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1 Status of firms responding to the questionnaire

Kindly fill the following boxes to describe your company. Please circle the numbers which best describe your firm.

Name of Firm

Address

i

Contact
Department

Name of individual
responding to the questionnaire

Contact

Phone : Fax:
e-Mail address:

Type of Business

Shipper such as manufacturers, trading firms, etc.
Airlines (including Integrators)

Air freight forwarders

Others ( )

B w N =

Annual Operating Revenue

Less than US$8.3 million ( ~ 1 billion yen),

Less than US$83.3 million ( ~ 10 billion yen),

Less than US$833.3 million ( ~ 100 billion yen),

Less than US$4,167 million ( ~ 500 billion yen),

In excess of US$4,167 million (in excess of 500 billion yen)

g w N -

Number of Business Locations

Within Japan:

Qutside of Japan:

Number of employees

1. Lessthan 100 2. Less than 500 3. Less than 1,000
4, Lessthan5,000 5. Lessthan10,000 6. Inexcess of 10,000
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Q1.

1)

I Basic Subjects J

How many flights per week do you operate into Narita?

We do not operate into Narita.

2) 1 to 4 flights per week.
3) More than 5 flights ‘per week.
4)  More than 14 flights per week.
5) More than 21 flights per week.
6) More than 28 flights per week.
Q2. How many flights per week do you operate into Kansai International?
1) We do not operate into Kansai International.
2) 1 to 4 flights per week.
3) More than 5 flights per week.
4) More than 14 flights per week.
5) More than 21 flights per week.
6) More than 28 flights per week.
Q3. Which airports do you operate into other than Narita or Kansai International? Please indicate number of weekly frequency
along each airport listed.
Flts/wk Flts/wk Fits/wk
Akita Aomori Fukuoka
Fukushima Hakodate Haneda
Hiroshima Kagoshima Komatsu
Kumamoto Matsuyama Misawa
Nagasaki Nagoya Naha
Niigata Oita Okayama
Sapporo Sendai Takamatsu
Toyama Others
Q4. Are you utilizing the Japanese airports such as Narita and Kansai into which you operate as a hub airport for your passenger
and/or cargo frequencies?
1) We are already using them as hub airports and we intend to continue to use them.
2)  We are already using them as hub airports but we intend to cease operations or reduce frequencies.
3) We are not using them as hub airports.
4) Others (Kindly indicate details)
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Q5. Ifthe landing fees at the Japanese airports remain at current levels, do you have any intention to move your operations to
airports of neighboring countries where the landing fee is less expensive (such as Seoul Incheon, Taipei Chang Kai Shek,
Shanghai Pudong, Hong Kong Chek Lap Kok, Singapore Changi) ? (Please refer to Q 17.)

1) Affirmative
2) Negative
3) Unable to answer

rIlI Current Status of Air Cargo Transport concerning Japan J

Q6. With the aftermath of the WTC terrorist attack and the continuing depression of IT related business, international competition
is amplifying. What is your opinion on the forecast of international air cargo transport needs? (Multiple selection)

1) Temporary stagnation but will expand in mid and long term.

2) An overall status quo will continue.

3)  Japanese exports will continue to decline.

4) Japanese imports will continuously grow.

5) Use of low cost ocean transport will increase and air transport will slightly decline.
6) Unable to answer.

7)  Others ( )

Q6- A. Which of the following routes, do you think will increase? (Multiple selection)
1. Traffic between North/Central/South America and Europe

Traffic between Asia and North/Central/South America

Traffic between Asia and Europe

Traffic within Asia

Traffic within Europe

Traffic within North/Central/South America
Others ( )

N o s WwN

Q 6- B. Which market do you think will become the focus market? (Multiple selection)
1) Chinese market

2)  North American market

3) E U market

4) Eastern Europe market

5)  Southeast Asian market

6)  Others ( )
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Q 7. What are the features desired of air cargo transportation as observed from the airlines? (Multiple selection)

1) Ability to provide constant and reliable space

2) Low fares

3) Strict enforcement of security

4) On time departure and arrival times

5) Real time tracing of shipments

6) Availability of added value logistics services (such as pick up service, packaging service, customs clearance service, deliv-
ery service among various others)

7) Guaranteed uplift on designated flight

8)  Guaranteed delivery time

9) Ability to offer logistics services (such as inventory control service of components and products, undertaking orders, dis-
patching ordered items with payment collection services among various other logistics services)

10) Expansion of route network

11)  Development of IT functions

12)  Others (Please indicate your opinion)

IV Trend of International Air Cargo Market

Q8. If Japan should agree to an Open Sky condition with your country limited to freighter operations only, do you have any
intention to inaugurate freighter frequencies into Japan? If you already operate freighters into Japan, do you have any
intention to increase frequencies?

1) Affirmative

2) Affirmative but with a prerequisite that landing fees be reduced.
3) Negative

4) Unable to answer

Q9.

Air transportation is governed by bilateral air agreements where designation of airports, designation of airlines, aircraft types and
frequencies are all regulated. An open sky agreement liberalizes all such restrictions on airports, airlines, equipment, frequencies,
traffic rights including beyond rights as well as rates, among others. Under such open sky environment, the flow of people and
freight will be liberalized, industry stimulated, and a positive effect will reflect on the economy. However, if the domestic industry is
not ready to meet a free environment, stronger overseas industries may penetrate into the domestic market and may pose signifi-
cant threats to the domestic industry. While there is a school of thought that an open sky environment may stimulate the domestic
industry and lead the market toward a better expansion, there are, in fact, differing values on Open Skies.

(Note) Open Skies do not mean an opening of cabotage rights (liberalizing flights within one's country). Even if an open sky agreement is inked,
it does not equate to opening up domestic traffic rights. It means to open up traffic between the two countries, including beyond traffic rights beyond
the other country and/or beyond traffic rights beyond your country as seen from the other country.

The United States have open skies agreements already in effect with 15 countries in Asia including Korea, Taiwan, Singapore, Malaysia,
Australia and New Zealand. The United States have 19 open skies agreements in Europe including Germany, ltaly and France.

What is your opinion on Japan to switch over to an Open Sky Policy?
1) Japan should adopt an Open Sky policy.

2) Japan should not adopt an Open Sky policy.
3) Unable to respond.
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Q9-1. Those who have selected 1) in Q 9, kindly select from the following. (Multiple selection)

1)

2)

3)

4)
5)

6)

7

8)

Since the number of airlines and frequencies will increase for the shippers and passengers, Japan should adopt an Open
Sky policy.

Since the number of airlines and frequencies will increase for the shippers, an unconditional Open Sky policy should be
adopted for at least the freighters.

When low cost airlines enter the market unconditionally, they will bring a favorable stimulus to the Japanese airlines. Even if
such may pose a threat to the Japanese carriers, an Open Sky policy should be adopted.

Since Open Sky is the trend of the world, Japan should shift to an unconditional Open Sky environment.

With an Open Sky environment, competition will intensify, and rates will fall. Since such will not affect safety of operation,
there should be no hesitation to adopt open skies.

Since flights to the other country will be liberalized, if the other country so desire, Japan should approach other countries
positively and conclude open sky agreements with multiple countries.

Since Japan will be left behind from the free world trade and free movement of freight, Japan should positively promote open
sky agreements.

Others (Please indicate your opinion)

Q 9-2. Those who have selected 2) in Q 9, please indicate your selection. (Multiple selection)

1)
2)
3)
)
5)
6)
7)

8)

Even if the number of airlines and frequencies increase for the shippers and passengers, Japan should not adopt an Open
Sky policy.

Even if the number of airlines and frequencies increase for the shippers, Japan should not adopt an Open Sky policy even
just for the freighters.

Since the Japanese airports have certain limitations, a fair situation cannot be realized with the other country. Conse-
quently, Japan should not adopt an Open Sky policy.

If low cost airlines are allowed to enter the market unconditionally, they will cause a threat to the Japanese carriers; there-
fore Japan should not adopt an Open Sky policy.

Even if Open Sky is the trend of the world, Japan should elect to proceed its own path and there is no need to shift to an Open
Sky environment.
With an Open Sky environment, competition will intensify, and rates will fall, and will impact the safety of operation, and
therefore Open Skies should be opposed.

Even if Japan will be left behind from the free world trade and free movement of freight, Japan should not support an Open
Sky policy.
Others (Please indicate your opinion)
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[ V Issues on Air Cargo Transport concerning JupanJ

Q 10. As International business spread globally, international competition intensifies. When customers (shippers and forwarders)
use air cargo, what key elements do you think obstruct international air cargo competitiveness at Japanese airports? (Multiple
selection)

1) Compared to airports of other countries, airport user charges such as landing fees, rents, facility user charges are expen-
sive.

2) Japan's unique import/export clearance system and practices force cargo to dwell at the airport inviting increase in costs.

3) Due to the necessity in controlling illegal exports and imports, excess time is spent in inspections.

4) Entry or removal of cargo at airport warehouses are not possible at Japanese airports during night hours. Likewise, no
warehouse entry/exit is possible on Saturdays and Sundays. (At Narita a flight curfew is imposed from 23:00 to 06:00.)

5) Others (Please indicate your opinion)

L

Q 10-A. Those who answered 2) in Q 10 above, kindly respond to the following question.
How can the flow of cargo be made speedier at Japanese airports? (Multiple selection)

1) Reform the Bonded Control System governing Export/Import Shipments where Declaration, Inspection, Permit processes
can only be made after cargo is hauled into a bonded area. In particular, the Bonded Control System for export cargo should
be abolished, freeing export declaration to be made at any location. This will drastically shorten the time required for cargo
prior to loading onto the aircraft and thereby reduce costs.

2) Introduce a system allowing "Post-facto declaration" for export cargo, and "Prior to aircraft arrival permit" for import cargo.
Such system will allow speed in clearance, and drastically reduce the need for customs house opening fees/customs over-
time fees. It will also add to reduction of congestion at the airport.

3)  Activate Air-NACCS to allow a 24-hour automatic permit system. Such will drastically reduce need for customs house
opening fees/customs overtime fees.

4) Instead of commencing clearance after confirming the freight, physical operation and customs clearance process should be
processed simultaneously. Such will speed up work process inside the warehouses.

5) Combine customs clearance system and warehouse operation system. Such will speed up and realize an efficient process-
ing system.

6) Others (Please indicate your opinion)
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1)
2)

4)
5)

L

. Asian nations are constructing and operating large hub airports and the Japanese airports are rapidly losing their edge as

hub airports. On the other hand, new routes connecting Japanese local airports with hub airports in neighboring countries
are being introduced. Freight moves without passing through the Japanese main airports. What are your thoughts on such
routes which do not utilize Japanese main airports? (Multiple selection)

Since speed and accuracy is desired of air transport, a direct route using the Japanese main airports are more reliable.
Since cargo volume originating from Japanese local airports are not too large, chances of starting a flight into such local
airports are remote.

Should cargo volume originating from Japanese local airports increase, we are prepared to commence flights into such
airports.

Competitive rates which encourage cargo to be routed via Japanese main airports should be introduced and established.
If total distribution cost is going to be reduced, customers desiring to use Japanese local airports hubbed to a foreign hub
would increase even if it means increase in transit times.
Others (Please indicate your opinion.)

Q 12. In addition to Narita and Kansai International, Japan is building a Chubu (Nagoya) airport. What merits do you think the

5)

customers (shippers and forwarders) have with international airports located at each major industrial district? (Multiple
selection)

If each district has an international airport, access to international gateways will be easier (cost and time).

Customers can enjoy speedy access with export cargo and with import cargo.

If the airport in question do not have service of a particular airline or a particular destination/origin, or the service is limited,
cargo will have to be transported to another airport which would then be a demerit to the customer.

In general, Japan being a land-limited country, there is no need to construct duplicating airports with substandard facilities
costing a huge amount of investment. Instead, Japan should improve existing airports and by improved utilization, it can
achieve overall cost reduction.

Others ( )
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Q 13. What is your opinion on the major Japanese airports? (Multiple selection)

1)

2)

4)

Including the expansion of Haneda airport to house international flights, there is a need to improve the capacity of selected
major airports, allow night flights by freighter aircraft, allow night cargo processing at these airports, and create an environ-
ment where airlines would be willing to operate into.

The government should positively get involved in the expansion of the runways, reduction of landing fees, and should
improve airport and related facilities to meet international standards and set user fees at competitive levels.

With the current set up, competition with Asian airports is inevitably impossible, and therefore no further capital investment
should be made.

Others ( )

Q 14. International standards for an airport call for a minimum of two parallel runways and at least one crosswind runway. Narita

2)
3)

4)

5)

and Kansai International airports both have one 4,000-meter category runway. What is your opinion? (Multiple selection)
(Note: Effective April 18, 2002, a 2,180-meter runway was commissioned at Narita but this is too short and not useable for
long distance wide bodied aircraft.)

There is no need for additional runways at Narita and Kansai International airports.

There is a need for additional runways at Narita and Kansai International airports.

If additional runways cannot be built rapidly at Narita, the international use of Haneda airport should be expedited and
expanded.

The capacity of Narita airport is long before saturated. If matters are left unattended, Japan will lose its competitive edge in
both passenger and cargo transport which will have a major effect to national economy.

We feel there is no grave problem.

Q 15. There is a night curfew (23:00 to 06:00) at Narita airport. What is your opinion on a 24-hour airport?

1)
2)

3)

4)

5)

In order to expand as a hub airport for Asia, it is a matter of course to have a 24 hour airport.
To have an airport operational during night hours, certain consideration are necessary for the livelihood of the nearby
inhabitants against noise etc. and therefore a certain amount of restriction is unavoidable.

Access to the airport must be improved, and subject to the possibility of a 24-hour customs clearance system, airports
should be open 24 hours a day.

Even if the airport is open for 24 hours a day, it will not add to a reduction of transportation costs, and therefore a 24-hour
airport is not necessary.
Unable to answer.
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Q16.

1)

1)
2)

3)
4)

5)
6)

Kansai International Airport is a 24-hour airport however buses and trains do not run during the night hours. What is your
opinion on this matter? (Multiple selection)

Even if access by public transportation is not available at night, aircraft movements and work inside the airport during night
hours are possible. The simple fact that the airport is open 24 hours is significant.

If there is no access by public transportation during night hours, the convenience of a 24-hour airport is lost.

Buses and trains to run during night hours will mean to operate at a deficit. Access by public transportation during night
hours appear not possible.

No problem is contemplated as the airport can be accessed by cars and trucks.
Unable to answer.

. Why are landing fees at Narita and Kansai International airports highest in the world? (Multiple selection)

Please refer to the comparison of landing charges at selected airports of the world.

Equipment . Boeing 747-400 aircraft (395 tons)

Name of Airport Landing fee
New York John F. Kennedy Airport ¥382,369
San Francisco International ¥120,047
Los Angeles Airport ¥123374 X
R . * Hong Kong Airport offers 15%
Honolulu International Airport ¥190,334 discount until September 30, 2002.
Paris Charles de Gaulles ¥276,046 For inauguration of new routes, a
Frankfurt an Main ¥155,088 discount of 50% is granted for 12
! months.
London Heathrow ¥80072 * Kansai International ~¥830,000
Amsterdam Schipol ¥423,760 during period April 1, 2001 through
. March 31, 2002. From April 1, 2002
Seoul Incheon Airport ¥344'400‘ through March 31, 2003, special
Hong Kong Chek Lap Kok ¥590,400 reduction of 50% per airline for all
Shanghai Pudong Airport ¥340,000 excess tonnage of landing weight.
. New entrants will be given 50%
Bangkok Airport ¥133,144 discount (¥410,000).
Singapore Changi Airport ¥278,000
Narita International ¥948,000
Kansai International ¥910,000™

In Japan, management of an airport depend heavily on the income from landing fees as compared to various world nations.
The cost of maintaining an airport (construction expenses and maintenance expenses, etc.) is high compared to various
world nations which adds on to the individual landing fee to be collected to offset the expenses.

The current Airport Upkeep & Maintenance Special Account System (Kuko Seibi Tokubetsu Kaikei system) is designed to be
self-supporting.

Airport management practices by Airport Public Corporations and the like lacks efficiency and rationalization.

We have no interest on this issue.
Unable to answer.

Comments (If you have any separate comments on the issue of landing fees, please use this space to enter your comments.)
X
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Q 18. What is your reaction to the use of Haneda Airport? (Multiple selection)

1)

2)

3)

4)

5)

6)

The improvement and completion of Narita Airport should take priority. The internationalization of Haneda Airport is not
desired.

Haneda Airport is to be dedicated for domestic use, and we oppose Haneda Airport to cater to international flights.
Haneda Airport is in close proximity to the center of Tokyo and the distance is very near. It has a convenient transfer
capability for various domestic destinations and its economical effect large. Haneda Airport should be used for international
traffic and such process should be spearheaded by the government.

The opening of Haneda Airport for international flights should be discussed not only by the national government or the local
government officers concerned but openly on a nationwide basis.

It is not unusual for large cities in the world to have two or three airports in its vicinity. Haneda should be utilized as the
second airport for a world level city like Tokyo.
Unable to answer.

Comments (If you have any separate comments on the use of Haneda Airport, please use this space to enter your comments.)

N

Q 19. There are examples of duplication such as the Kansai International, ltami and Kobe airports. Please indicate your

1)
2)
3)

comments on this issue.

They should be combined.
They should not be combined.
Unable to answer.

Comments (If you have any separate comments on this issue of duplicated airports, please use this space to enter your
comments.)
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Q 20. Recently Incheon Airport (Seoul) and Chek Lap Kok Airport (Hong Kong) have recorded increase in air cargo volume
handled as Asian hub airports. What is the difference between Japan's Narita and Kansai International airports? (Multiple

1)

3)
4)
5)
6)

1)
2)
3)
4
5)
6)
7)
8)
-9
10)
11)
12)
13)

selection)

Landing fee and other airport user charges are less expensive.

They are operated 24 hours a day, and accessible on a 24-hour basis.
They are equipped with two or more runways for long distance flights.
They operate flexibly to cater to the needs of aircraft flight operations.
The cargo area at the airport are larger.

They either have a Free Trade Zone, or the attitude of the customs authorities is flexible toward the handling of freight.

Others (Please enter your comments)

. Electronic data interchange with air cargo is advancing. Which of the functions should be giving higher priority in EDI

advancement? (Multiple selection)

Flight scanning and online cargo reservations through the Internet.

Online tracing of shipments.

Cargo rate inquiry, cargo rate computation, cargo accounting and settlement functions.
Securing permits and approvals on cargo procedures.

Interface with customs clearance systems.

Cargo ground handling system at airports.

Loading control of cargo onto aircraft.

Operational control of aircraft.

Online handling of Cargo claims.

Since there are yet fears to opening information data, a hasty promotion of EDI should not be sought.

EDI requires cost and therefore prefer not to promote.
Since it does not directly relate to our business, we are unable to provide an answer.

Unable to answer.

Comments (If you have any separate comments on the issue of EDI promotion, please use this space to enter your comments.)
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Q 22. Security Control is ever intensified. How should the airlines react?

1)  The current security control is sufficient.

2) Inspection should be further intensified by positive acquisition of X-ray equipment and other necessary apparatus.
3) Others ( )

4) Unable to answer.

Comments (If you have any separate comments on the issue of Security Control, please use this space to enter your
comments.)

Q 23. Freight Forwarders and Integrators

Simple air transportation is to haul shipments as directed by the shipper. However, in order to respond to the growing global needs of the shipper,
the existence of a freight forwarder serving as a provider of physical distribution from the selection of the most fit transport modes from land, ocean
and air transport as well as to responding to the SCM needs of the client became necessary. A freight forwarder is normally a non-asset operator
and utilizes space of an ocean liner or airliner and orchestrates overall logistic needs for their clients.

As result of the deregulation which started in the United States in the 1970s, Integrators (or Integrated Carriers) having an aircraft operation of
their own with ground services at both ends of the transport line came into the industry. While airline transport is from airport-to-airport, integrators
transport door-to-door traffic on a time-definite delivery express service and rapidly increased its share due to this sales tool. Presently, the
conventional airline/ forwarder service is still the main transport current, it is however true that integrator traffic is growing at a high pace.

Q 23-1. What is your opinion on Air Freight Forwarders? (Multiple selection)

1) The shipper-oriented and close-to-the-shipper service pattern of the freight forwarders are regarded very highly.

2) The diversified services offered by the freight forwarders in conjunction with the airlines will continue to maintain current
market share in international freight.

3) Without necessitating the freight forwarder as a middleman, the airlines should offer services directly to the shippers.

4) The rates offered by the freight forwarders to the shippers are generally low.

5) Japanese cargo volume handled by the freight forwarders will not increase in the future.

6) Japanese cargo volume handled by the freight forwarders will increase in the future.

7) Expansion of overseas freight forwarders into the Japanese market is not welcomed as it takes away market share from the
Japanese freight forwarders.

8) Expansion of overseas freight forwarders into the Japanese market is welcomed as it stimulates competitiveness among the
industry as a whole.

9) Unable to answer.

Comments (If you have any separate comments on this issue, please use this space to enter your comments.)
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Q 23-2. What is your opinion on Integrators? (Multiple selection)

1)
2)

3)
4)
5)
6)
7)
8)

9)

Q2

4)
5)

6)
7

A

The time-definite delivery service offered by the Integrators are regarded very highly.
Expansion of Integrators into the Japanese market, will promote competition in the air cargo market in the short term, and in
the mid and long term,-integrators’ share will be enlarged.

The rates offered by the Integrators are comparatively higher than the freight forwarders.

Considering the contents of service, the rates offered by the Integrators are after all lower than the freight forwarders.
Japanese cargo volume handled by the Integrators will not increase in the future.

Japanese cargo volume handled by the Integrators will increase in the future.

Expansion of overseas integrators into the Japanese market is not welcomed as it poses a threat to the Japanese cargo
industry.

Expansion of overseas integrators into the Japanese market is welcomed as it stimulates competitiveness among the indus-
try as a whole.
Unable to answer.

Comments (If you have any separate comments on this issue, please use this space to enter your comments.)

Comparing the joint service offered by the freight forwarders and the airlines versus the service offered by the integrators,
what is your opinion? (Multiple selection)

Transport speed of the integrators may be fast but compared to the freight forwarders, the service of the integrators is not
flexible.

The integrators offer a more flexible service than provided by the freight forwarders.
Cargo tracing, tracking, SCM service provided by the integrators appear to be far more advanced in information technology
than that of the freight forwarders.

As far as information technology is concerned, freight forwarders and integrators are generally at the same level.

Since the integrators are expanding into general consolidation cargo in addition to their express cargo service, competition
will intensify between the freight forwarder.

By promoting their individual specialty, freight forwarders and integrators can co-exist.
Unable to answer.

Comments (If you have any separate comments on this issue, please use this space to enter your comments.)
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fVl Prospects of International Air Cargo Market

Currently in the European Union, Deutsche Post World Net, Dutch TNT Post Group and others are competing in order to
increase their logistics market share. In addition, the traditional mega freight forwarders of Europe as well as the U.K. logistics
provider are equally aiming to increase their share of the freight market. The two mega integrators of the United States are also
diversifying through mergers and acquisitions.

Q 25. In order to achieve efficiency in an international supply chain and to decrease costs, the forwarders and integrators of the
world are promoting their IT capabilities, and expanding their services not only from the transport of air cargo but into the field
of ocean transport as well as responding to the logistics needs of their clients. As an airline, what kind of service do you think
you should be offering? (Multiple selection)

1) Forwarders should concentrate on their core business of customs clearance and consolidations. The airlines should concen-
trate on providing airport-to-airport transport services.

2) Airlines must offer value added transportation services.

3) Airlines should develop an overall logistics service including freight forwarding.

4) There is a need for the airlines to become an integrator.

5) Since it is prohibitively expensive to transform itself into an integrator, there is a need for the airline to select partner forwarder
(s) to form a "virtual integration” short of a merger thereby enabling the airline to respond to the service needs of the shipper.

6)  There is a need for the airlines to form partnership with selected forwarders thus enabling the airline to match the service
needs required by the shipper.

7)  There s a need for the airlines to form a cargo alliance or join an existing cargo alliance thus enabling the airline to offer the
service needs required by the shipper.

8) Others (Please enter comments)

Q 26. General freight forwarders in Europe, postal entities, mega-integrators of the United States are diversifying their services by
mergers and acquisitions and positively enlarging their business structure. As an airline, what do you think is necessary to
cope with this changing business environment. Please comment.

Q 27. Airlines, integrators, freight forwarders, postal entities are changing the international air cargo market environment at a rapid
pace through mergers and acquisitions as well as alliances. In order to increase Japan's international competitiveness,
please indicate what key or major actions should airlines, forwarders and other cargo related enterprises involved in the
carriage of Japan related traffic should take. Please also indicate what policy or action should the Japanese government
and/or administration take. Kindly give your candid comments.

We thank you deeply for your cooperation.

October 1, 2002
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