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STATEMENT 


FINANCING OF BRITISH AIRWAYS 


B r i t i s h Airways has embarked on a major programme o f f l e e t replacement 

and expansion and I b e l i e v e t h a t i t has e x c e l l e n t growth p r o s p e c t s . 

As our p r i n c i p a l n a t i o n a l c a r r i e r , i t i s o p e r a t i n g i n an i n c r e a s i n g l y 

c o m p e t i t i v e market and, w h i l e the worl d energy s i t u a t i o n c r e a t e s 

c o n s i d e r a b l e u n c e r t a i n t i e s , I am nonetheless c o n f i d e n t t h a t the 

a i r l i n e w i l l f a c e t h e s e ^ c h a l l e n g e s s u c c e s s f u l l y . 


C l e a r l y t h e r e must be some f l e x i b i l i t y about the r a t e o f expansion 

i n the face o f these u n c e r t a i n t i e s . N e v e r t h e l e s s , the pre s e n t 

a p p r a i s a l i s t h a t B r i t i s h Airways w i l l r e q u i r e a s u b s t a n t i a l i n c r e a s e 

i n c a p i t a l investment from both i n t e r n a l and e x t e r n a l sources o v e r 

the next few y e a r s i n o r d e r to meet i t s o b j e c t i v e s . For t h i s r e a son 

I have been l o o k i n g at i t s c a p i t a l s t r u c t u r e and f i n a n c i a l r e q u i r e m e n t s , 

and I sh o u l d l i k e to l e t the House have my views and p r o p o s a l s 

-^fche—f-inanc i n g -of—-thi-s-- pro gramme 7j 


F i r s t , the Government are concerned to g i v e B r i t i s h Airways the most 

e f f e c t i v e form o f o r g a n i s a t i o n f o r c a r r y i n g out i t s programme i n 

response to the changing demands o f the market r a t h e r than on the 

b a s i s o f Exchequer t a r g e t s . 


Second-^—it s h o u l d have - f u l l e s t p o s o i b l o access t o c a p i t a l markets 

both o t home and pyorrheas f o r - i t s f u t u r e investment needs. - ' 


Th-rrd, I propose t h e r e f o r e t h a t the framework o f the Companies A c t s 

should be used to p r o v i d e B r i t i s h Airways w i t h a new c a p i t a l s t r u c t u r e 

and t h a t a s u b s t a n t i a l m i n o r i t y s h a r e h o l d i n g i n the e n t e r p r i s e s h o u l d 

be o f f e r e d f o r s a l e to the p u b l i c ^ (Tiro UffuuLb v £ Luis would by Ihdrb­

1fei1 i L i " . l i Airways would/jcease to^be^a s t a t u t o r y c o r p o r a t i o n , the 
' ree-e-iots. from tho pnaro ioouo^'would b r l a g immediaUy r e l i e f toy€he 

p u b l i c oootor borrowing; r c y r i x g r r e n t ^ T O f l the a i r l i n e ' s subsequent 

he-rr-'-ri ng, m o u n t i n g tn,'roughly frf b i l l i o n rnrer t h p next^ 1? y e a r s , 

woTlToTTSiy'wholly onto i d o the^-lfrffiftT] 
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F o u r t h , my p r o p o s a l does not i n v o l v e a seoarate d i s o o s a l of any 

p a r t of B r i t i s h A i r w a y s . 


F i f t h , s p e c i a l arrangements w i l l be made to enable employees o f

B r i t i s h Airways t o take up shares i n the e n t e r p r i s e should t hey 

wish to p a r t i c i p a t e i n i t s f u t u r e and share i n i t s growth. 


S i x t h , I envisage the f u l l e s t p o s s i b l e p r o c e s s o f c o n s u l t a t i o n 

w i t h the a i r l i n e ' s management and employees. 


Seventh, I w i l l put fo r w a r d p r o p o s a l s l a t e r i n the y e a r f o r the 

l e g i s l a t i o n which w i l l be r e q u i r e d . The t i m i n g o f any i s s u e o f 

shares w i l l depend on market and o t h e r c i r c u m s t a n c e s . 


E i g h t h , I w i l l a l s o s e t out the Government's t h i n k i n g on the 

l i c e n s i n g p r o v i s i o n s a d m i n i s t e r e d by the C i v i l A v i a t i o n A u t h o r i t y . 

I can say now, however, t h a t t h e r e w i l l be no a r b i t r a r y r e a l l o c a t i o n 

o f r o u t e s . 
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FINANCING OF BRITISH AIRWAYS 


Following the approval given at tonight's meeting of E(DL), I enclose 

a copy of the oral statement on the financing of B r i t i s h Airways 

which my Secretary of State w i l l make tomorrow, 20 July. Arrangements 

have been made for a press conference to be held at 11.30 i n the 

Large Ministerial Conference Room in the House of Commons. 


I am sending copies of this l e t t e r and attachment to Private 

Secretaries to members of E Committee, of the Chancellor of the 

Duchy of Lancaster, the Paymaster-General, the Chief Whip and 

Sir John Hunt. 


(T G Harris) 

Private Secretary 
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