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September 4, 1969

NEW PILE MEMORANDUM

#12,865 -- Iran (Bilateral Aviation Agreements)ft

The Foreign Minister of Iran wishes to obtain

revision of Iran's treaties with various governments

covering the rights of their nationals to fly over and

land in Iran. He has asked us to advise him with respect

to this.

Peter Nickles is working on this in consulta

tion with our other air experts.

John G. Lay1in
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September 11, 1969

Br. Klyooaars Vazeen
Char«» d'affaires
Iranian Embassy
300$ Massachusetts Avenue, M.w.
Washington, B.C.

•awmmjm Mp a> wmmem^* *» •

tm nave asked us for advice concerning the air
transport icmmti between the Government of Iran and
several foreign countries, we understand that moat of
theae air traneport agreements are bilateral in nature
and contain the cueternary Bermuda-type capacity clauees.
Xn the paat your government has viewed theae clauaea aa
permitting the airlines dealgnated by other contracting
countries complete freedom la determining the number of
flights, the intermediate points to bo served, and the
type and capacity of aircraft to be utilised. Recently
tarn Government of Iran has decided to adopt a policy of
survey and predetermination of the schedules and capacity
offered by foreign airlines serving Iran. Tom have asked
us whether the Government of Iran earn achieve this objec
tive within the aeope of ita present air transport

Iran presently receives service by foreign air
carriers from points a* far distant as Tokyo, Brisbane,
Bombay, London and Be* York. Oa the flights of aoat of
theae carriers, Iran Is served as aa intermediate point.
the operations of Iran's own airline, Iran national
Airlines, are mora Halted, first, it operates over
r0**?* «**•** *ram. Seeond, it servos points nearby
in the far last such as Bombay, Kabul and Karachi. Third,
iL!?f*! ft P*"* ** **• *l4AU ***% *•&*« •** *•Kuwait, Istanbul and Baghdad, finally, it provides
soryico between Iran asm the major Suropean cities of
Bsmburg, frankfmrt, London, Paris, Boms and Geneva. Qa
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these routes Iran national Is apparently entitled to
carry fifth and sixth freedom traffic in addition to
traffic falling within the scope of the third and fourth
freedoms.*/ Because of the popularity of Teheran and
Abadan as intermediate stops on flights connecting
Europe and the far Bast, the foreign air carriers are
scheduling increasing numbers of flights based largely
on their carriage of traffic which is fifth freedom as
to them, but which would be third or fourth freedom if
carried by Iran national. The effect of the numerous
frequencies offered by other air carriers is to reduce
the amount of primary justification traffic available
to Iran national below the amount to which it is entitled.

The capacity clauses contained in a typical
Bermuda-air transport agreement generally take the follow
ing formt

(1) There shall bo fair and equal
opportunity for the designated airlines of
both Contracting parties to operate the
agreed services on the specified routes
between their respective territories.

(2) In operating the agreed ser
vices the designated airline of each eon*
tracting Party shall take into consideration
the interests of the designated airline of
the other Contracting Party so as not to
affect unduly the services which the latter
provides on the whole or part of the same

uj
Third freedom traffic is traffic emplaned by an air

line in its own country and carried to another contracting
country, fourth freedom traffic is traffic emplaned by
a carrier in aaother contracting country and carried to
its own country, fifth freedom traffic is traffic
carried by an airline between the territory of a contract
ing country and the territory of another foreign country.
Sixth freedom traffic is a special ease of the fifth free
dom, usually being defined as traffic carried by an airline
from one foreign country to another such country via the
country of which the airline is a citizen.
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(3) The agreed services provided by
the designated airlines of the Contracting
Parties shall bear close relationship to the
requirements of the public for transportation
on the specified routes and each shall have
as its primary objective the provision, at
a reasonable load factor, of capacity adequate
to meet the current and reasonably anticipated
requirements for the carriage of passengers,
cargo or mail originating in or destined for
the territory of the Contracting Party which
has designated the airline. Provision for
the carriage of passengers, cargo or mall
originating in the tsrritory of the other
Contracting Party and destined for third
countries or originating in third countries
and destined for the tsrritory of the other
Contracting Party shall be made la accordance
with the general principle that capacity
should be related tot

(a) the requirements of traffic
originating in or destined for the
tsrritory of the Contracting Party
which has designated the airline;

(b) traffic requirements of the
area through which the airline passss,
after taking account of other air
services established by airlines
of the status situated la the area;

(c) the requirements of through
airline operations.

fr*1*? **• ^a*"*** of these clauses doss not expressly
provide any machinery by which one of the contracting
countries might limit or regulate the frequencies and
capacities of the services offered by the designated
airline of another contracting country, most nations
operating under Bermuda-type air transport agreements
have asserted to soma degree a power of predetermination
J£J JSSfi^fr ¥?211> ?***!? «!• rtglalf controls^ froqusncies of the designated airlines of countries
l**^1!^ 1Lht? »brmttda-type bilateral agreements.
In 1962 the Civil Aeronautics Board of the united States
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proposed a regulation which would have required foreign
air carriers to file their schedules in advance with that
agency for approval. The stated purpose of these regu
lations was to permit the agency to restrict the schedules
of any air carrier whose country of origin was similarly
restricting the operations of united States flag carriers,

extent to which countries operating under Bermuda-type
bilateral agreements have exerted control over schedules
and frequencies can be appreciated by examining ths
statistics developed la that investigation. Those statis
tics show that twenty-three countries having sash agree
ments with the united States have adopted a requirement
of prior scheduled approval, id. at 4$. Thus, it has
come to be generally accepted that soma prior limitation
on capacity and frequency can be imposed under a Bermuda*
type air transport agreement.

Several techniques have been developed for con
trolling the operations of foreign air carriers under
Bermuda-type agreements. Generally these techniques fall
lata two categories1 first, are devices aimed at the
number of schedules or amount of capacity air carriers
of other contracting countries oaa offer on specific
rouse segments, and second, are rules prohibiting the
carriage of certain typos of traffic or reserving that
traffic for specific airlines.

Boat countries have elected to proceed under the
firat approach. Thus, many countries require foreign
airlines to submit statistics shewing the origin and
destination of passengers carried on all segments of
flights serving that country. The usual Justification
for such a requirement is to enable the country to satisfy
Itself that the foreign airline In question is not
placing undue reliance am the carriage of fifth freedom
traffic, A secoad common technique is the one we have
already mentioned, namely, to require foreign airlines
to file their schedules for approval in advance. Several
countries which have asserted this power have subsequently
disapproved schedules and required a lesser number of
flights. South Korea, for example, has indicated that
it will reduce the number of schedules permitted to
foreign air carriers aa its own national airline

3P
Bo flaal action has

proposed regulation and it
taken with respect to this

has never become effective.
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capable of providing greater service. A third technique
which has been used to reduce the frequency of flights
of a foreign airline (country B) to and from the country
that is imposing the restriction (country A) to a third
country (c) is to require it to limit the number of
Ita flights between (A) and (C) to the number of its
flights between (B) aad (A). This technique has been
applied by the united States. Sse Deutsche Lufthansa
*«•«« Order K-220M, September 22, 1955. mmny countrlee
have also Imposed restrictions on ths number of passen
gers foreign air carriers are permitted to carry on
specific segments to or from their territory. A final
approach, useful when a problem of overcapacity ia per
ceived la the imminent transition from one type of equip-
meat to another, such as the change from propeller-driven
aircraft ta Jet aircraft or the impending transition
from current generation Jets to wide-bodied Jets, such
aa the Boeing 7*7, is to Invoke local safety regulations
and prohibit use of such aircraft at ths country's later-
natlonai airports. Thus, if Iran national la mot planning
to mas Jwabo Jets in the next few years, the appropriate
Iranian civil authority could conclude that the airports
at Teheran or Abadan are mot suitable for use by such
large aircraft, citing such reasons aa Inadequate runway
length or the excessive weight of the aircraft.

The second category of techniques mentioned above
consists of those directed at limiting the traffic which
airlinea of other countries are permitted to carry, either
as a mesas of limiting the frequencies they can feasibly
offsr on flights from their home country or to reserve
!*• !5fS? ?*r W*1*1* airlinea. One approach used ia
to prohibit foreign air carriers from carrying fifth free
dom traffic on segments beginning or terminating in the
country imposing ths restriction. A related technique
which increases the effectiveness of a restriction
against the carriage of fifth freedom traffic by foreign
airlines is to define stopover traffic aa local and
thus mot available to foreign air 4«rriers for segments
Immediately beyond the country Imposing the restriction.
Aaother technique, now becoming more popular, ia to
create regional cabotage areas by agreement with other
countries in the region, reserving the traffic within
that area for the airlines of the contracting nations.
Thus, Indonesia views traffic between Indonesia and
Australia aa reserved for the airlines of those two
countries and has refused to grant rights to carry that
traffic to airlines of other countrleeT^ ^ ^
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With the rapid dovelopaant of air transportation
sad the increasing number of nations having airlinea that
operate on am International seals, smew countries have
been faced with the problem now faced by Iran, With a
few exceptions, meat of these countries have not felt
It necessary to terminate their Bermuda-type bilateral
air transport agreements, hut have developed techniques
to handle the problems caused by excessive flights and
capacity within the framework of their existing treaties.
In this letter we have discuesed briefly the techniques
which have evolved. If there is a need for more detailed
information on any or all of the methods discussed or a

for further evamples of their sppiicstion, please
let us know.

•incereiv yours.

covmoTon a iwuiiTBo

Byt John 0. Laylin
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Mr* Klyoomsrs Yaxean
eama^MA g^mr ma "• ••••mw

Smbaasy of Iran
3006 Massachusetts Avenue, S,w<
uuetifiiflliai, B.C. 20003

U», X96&

Pursuant to the remmamt forwarded with vonr™ ^^^p ^w^^^p^*w^p ^^^p ^ppw^^ <w ^^^ga^pj^^pp ^p • ^^w pp^ppsj a^^^^w ^e w* vim* gr '"Use,

IsByv^m^jMst JSwjP smmu^amBBsmtu^. QfteVma ejasa Ba#B*Bmm> S44aeeaa*esjiemsmj#l save siws<a4em4lawsa %aw*" t- eawa
emuwmvurmpmf epe> e^ee^Qpummye? a»%rssamm; swum earns ems gas>mpa^msaieT^P%a umam ^^raaaenMw *eVde*w>apapiBt

setting forth certain legal aspects with respect to ad-

ministaring and poms lb1j aodifvlna bilateral air sjsswj asm

agreements. This ia enclosed, dated September 11* The

letter la technical and those la your (bwainmmnl jsjssswml

mamtuaaa e*esmwmpaeuomm'efeep.ejae»ep utjf es*m asgm#sBP acmnysauPeKp> emBB^p W~ eVBpeam; emae* IpeBngr V UTumumidr

***e^p ^em^P •I^UPUfUUmvajf iw eeaVew^anuwmw WeVsat* *wtf j^WTlpuaWmmw emmeml uusmVOCIJmV^

tea who are at home la this area of the law the points

•

It eppeara that many* if net meat* countries

that have entered lute the Bermuda type of bilateral

eumm^^eampummv au eemfewmj»ay»^*w g}VBJpea^auvlav euaauY msjB»ajaausmuv mm* museum ewUBMmu'*w*SsmP

fey fetM)i«a airlines that amy he rendered. They do this

without formal •aindaint ta their treaties* With thin
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precedent we would caution against any tltemajht of

ting an existing treaty before eHplffffiiwf ways of

plishing what IB deeired under the partlcular treaty eg

It map ittads

The sdvantages and disadvantages of such a

mee>uu^amreamwmwa) mp>aup at4ma*euas> mm* eTUpqppadbdaBmweVhBKB uasJBaB VVA^B»l»waP'«» vvNi

sIterations were the subject of am tnlsistnit fggmmemmsmsBssippw«wp««i^ wv«« mmmm mrmmwqjmmr- w awo* asm* wpmmmpappcmpprme sseew ^pop weagyeaavn

esmm ^ema^p mpammtmrupea mfvm epuvep uT espamp m^rnmtmmmmmmtmmwmwm usmPup.dsSP dVaMft %pp> pa

neerine examiner of map Civil ftenamurlli a Beard hasrtna

aVk m>sa4ab wmdbeV.uV^mu- 4a» eawm^Lmaswassmaj| fXaa Bam sumpea d*sarfm%4ruwa ishT^V'APS Tr%
a*»« we*war ^^pw-mffUfaaaa mmm* as ^w#» epp? pi mwua UWw# mmm UaUBBS U#BPaaauVaVt^aB aaqpeaepueeV P dada

tap belief that vomr rnilenmias missld find it intasaaalfka^^^ ^^^^^w^w^r^ ^^p^^^ ^ ^p*^pi^ mp^P'^B'^^^^^gjp^^^puw ^vm^am^ae <o* •me»ssm apmv awsppnPavuaupqpeiMsaBm

PPapma aeayupu* dapwB«BfsmBp mP*/ eT^Basuje apxlmdP* dV aaaaVpV .apaaaSa m* apmrgj^p BBpppsuPd>

This la siwi Insert

mump apBBrWBB eusempfup eBPPB^euuBPB uu*pwp amePaeeVePaVmipep aP* ueseup eBsjBdVviflPal-

Btatea Civil Aeronautics Board in the Lufthansa case which

la referred te ia the omiplon letter. This, too, ia am*

If your colleagues wish te discuss the issues

covered la the opinion letter or amggmeted by it, we will

he happy to receive them at their convenience.

Sincerelv amusm.

JohnO. Lsylln



EXPORT-IMPORT BANK OF THE UNltED STATES

OCT " 6 1969

FOR IMMEDIATE RELEASE September 30, I969

EXIMBANK MAKES CREDIT OF $8,997,200 TO
GOVERNMENT OF IRAN FOR JET AIRLINERS

Authorization of an $8,997,200 credit to the Imperial Government of Iran in favor

af Iran Air, the country's flag airline, has been announced by Henry Kearns, Chairman

and President of the Export-Import Bank of the United States. Proceeds of the credit

will help finance the purchase by Iran Air of two Boeing 707 jet airliners, spare engines
and related equipment and services for delivery early in I970.

The two long-range jets will permit Iran Air to offer more competitive service
on its western routes to Europe, thereby releasing its Boeing 727s for increased domestic
and regional flights. Iran Air's four Boeing 727 aircraft were financed in part through
two Eximbank loans authorized in 1965 and 1967.

The Boeing Company's participation in Eximbank's credit will amount to $899,720;
Iran Air has already made adownpayment of $4,498,600. The balance of $8,997,200 to
meet the total cost of $22,493,000 will be financed by a loan from another source.

The entire financed portion will be repaid in fourteen semiannual installments
beginning in August .970. Eximbank's credit bears interest at an annua, rate of 6percent
on outstanding balances.

811 VERMONT AVENUE, N.W., WASH.NGTON, D. C. 2057, .TELEPHONE (202) 737-7890


