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U r l ^ 6 1  " S e t"^  the options  i n respect of our dec i s i o n s on the r e p o r t 

^ C c  ( 8 4 ) ?o c o m  P e t i t i o n p o l i c y by the C i v i l A v i a t i o n A u t h o r i t y (CAA)


2 8 t hh  ConclusLwrws. Minute 1 ) .
Conclu: 

C O M P 2 T 1 T 1 O N 
 POLICY 

2. 


h < l i e v e
r e v i * r  the Cab*., 11 wish to endorse those proposals  i n the 

co m p e t i t i o n among B r i t i s h a i r l i n e s 


s t e  27th Conclusions 1 ) , also discussed  i n the M i n i s t e r i a l
e r 

( E  ^ ) ( 8 A 

S ) Committee on Econo¥i ategy, Sub-Committee on Economic A f f a i r s 

19th Meeting, Minut 


t-k  °el 
t h  e


 1 Lieve the Cabinet w i l l wis e j e c t those proposals which give
CAA 

r u c t u r P 0 W e r  t 0 r e a l l o c a t 
3
" ' 'true e routes aty er stage  i n the i n t e r e s t of "the 

U S e f t h e  I n d u s t
°f  t h ° r y "  . They g i v e  AA too much power (al t h o u g h the
v 

d e l a  y or h P 0 W e r  s  w o u
 l d be subject  t o api o me), and they might w e l l 


harm the sale of B r i t i s h Airway; (see Annex B). 

R T E
° U
 TRANSFERS 

4 . The 


e r v  i c e " " ^ C A  A P r oP°se t h a t BA should r e l i n q u i s h the f o l l o w i n g scheduled 
routes:-


Manchester and Birmingham to a wide v a n e s t e r n European
Point
s; and Glasgow/Paris; 

b. 


Heathrow  t o Saudi Arabia and to Harare (Zimba 

c , 

Gatwick to p o i n t s s P a i r i 
p o i n t s  i n
^ a r i d ' 3 * ^ - 0 1  *  t 0 » P o r t u g a l , G i b r a l t a r ,
Uiavia; BA's main s e r v i c e to the l a s t two  i s from

5, 

The  i
 our s 
U e
m u i t ^  . i s whether we are prepared to take a c t i o n  t o ave" 


l r l i n e  i n d u s t r o n
ish C a l  y  scheduled s e r v i c e s . The CAA consi' 

i a n
s > i f i cant  ° n ( B C a l ) , the only B r i t i s h a i r l i n e other than BA \ 


1
 long haul r o u t e s , has an i n h e r e n t l y weak route struc't^e^Sand 

s k e y S l n a l  " l e  r
 scheduled a i r l i n e s lack o p p o r t u n i t i e s f o r growth. The^/v 


r ecommendation  i s f o r a second scheduled a i r l i n e s t r o n g enough/^? 
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compete and 
 BA should the need a r i s e , The 
°- to be able t o replace un M I U U I U L U  C ueeu a u s c , iue t , 0 r  ^ h  e CAA suggesting the t r a n s f e r of routes i  n paragraph 4 above i  s 
S Q  n


t


 ~'U d g  e  t h l  s
to f  to be the minimum necessary to ensure t h a t BCal w i l  l be 

u
_ ? . f  ^ f i  l t h i s r o l e . BA's op e r a t i n g p r o f i t s l a s t year were 
J-llion. 


and BCal's £18 m i l l i o n . 

Manchester and Birmingham I n t e r n a t i o n a l routes have been suggested 

ment by the CAA f o r the b e n e f i t of the o t h e r , smaller i n t e r n a t i o n a l 


suggest we should not accept t h i s recommendation, because we 

a l  l of the proposed t r a n s f e r s w i t h o u t unacceptable delay to BA 
P r i  v a t i 
s 
 ^on>jand the BCal issues are more i m p o r t a n t . Since the routes 


BA do not have the t r a f f i  c f o r more than one B r i t i s  h 

the er a i r l i n e s could not expect e a r l y o p p o r t u n i t i e s t o serve 


er hand there i s a widespread f e a r , r e f l e c t e d among our 

m House of Commons, t h a t loss of BA would weaken the major 
reg^onal 
a i r p o r 


7 . 
h a v e


i - „ -  d i s c u s s e ^ t h the Chairman of BCal, S i r Adam Thomson, what i s 
m
 

\ r 
utes which would u s e f u l l y s t r e n g t h e n BCal. He 


c n s f
l ' £ t h  a ^ mmended by the CAA i s the minimum which he could 

irl t h  e P a c k'accept i d t h a t he would not r e j e c t a smal l e r t r a n s f e r , 


n
 P r e s s  e d , 
But  h e ' ign and pursue l i c e n c e a p p l i c a t i o n s f o r more of 

W l d
° U
BA's  c°ntinue t
r o
 y to operate from Heathrow ( t h i s c o u l d not be 


 H e w o u l d
a c C e  P t e d t e S  "
  a l » w our already d i f f i c u l  t p o l i c y t o deal w i t h 
U t w h o l l   d i s < 
the H e a t K W l t h  ° y


W C a  P a c i t  
he got no s u b s t a n t i a l l y p r o f i t a b l e 


a d d i  t i o n ^ °  y P " b  l 

P  r  o  f  i t a b  i r o u t e s  > h  e have to r e t r e n c h by p u l l i n g o f  f h i s less 
 says 
 ;hat i  f he got no t r a n s f e r s at a l l  , 
r o u t e s 
he woui d . He has also' 

t  o the M S 6 e  k t  0 m e r  i s proposed merger were r e f e r r e d 
g  e w i t h BA. 
 and i  f they were to f i n d a g a i n s t i t  , 
h  e n ° p o l i e  s a n  d
b e l i P °  Mergers Conmt 
T a L a  l
is in  would d e c l i n e and . l l  y be fo r c e d out of business. He 
of the

 n  o

„ „ ° U b l u f f i n  g to some exten%Jyi^ysaid t h a t the order of importance r
 
r o u t 
  e  s to BCal was:
 

1. Saudi Arabia estimates f o r 1 £30 m i l l i o  n p r o f i t  . 


Harare - estimates £7^ m i l l i o  n pr 

3. 
 Gatwick - the I b e r i a n business r o u t e s : Madrid, Lisbon, Barcelona, 
Bilb 
3  0
 - he estimates £3 m i l l i o  n p r o f i t  . 


He i s not i n t e r e s t e d i  n routes out of Bi and Manchester; 
nor 
• -1 t h i n k , the other d e s t i n a t i o n s served f r o i c k . 

l a i m s 

 C A  A
^nance t v , „ a n  d c h  e  accept, t h a t he could r a i s e the mo>fe'^>ecessary to 

es because 


) f l  t
 ba S p ? J??°. l y  ~ t y P e  P r o f i t s  5 and t h a t i  t i  s only by h a V f n ^ u c h a secure 
„ete w i t h 


a i r l i n e s , 

x
 

Th 

t e  l o s s
i n t e r e 1 1 1 6 1  ^ ^ 1 1 1 1 1 - ^ 0  ° ^ p r o f i t s f o r BA from l o s i n g routes i 


t e d W o u l d
i n t h   be of a s i m i l a r order of magnitude to what B  ̂ 

6  6 S b o r t r u n
 higher  ~ and t h i s i  s what the market would focus on 
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I F F  i c u l t i e  s w i t  n
t w ofold- 6  K acceding toS i r Adam Thomson's request are 

d a 
^ p o s i t i n g e r of del a y i n g the p r i v a t i s a t i o n of BA; and the p o l i t i c a l 


p °n which the t r a n s f e r proposal has s t i r r e d up. 

T o
 PRIVATISATION 


r e
 are already two problems w i t h the sale  ofBA. We aim  t o s e l l 

k n t  of the e q u i t y , though given u n c e r t a i n t y about what market 


v
 ' i l  l be and the no v e l t y  i n the United Kingdom market  of a i r l i n e 

Knot be sure t h a t the market w i l l be able  t o take a l  l  i n one 


'a'ch^eve a debt:equity r a t i o  at which BA w i l l be salea b l e , we s h a l l 
to l e ^ ^ ^ ? „ rhaps as much as £400 m i l l i o n  of the gross proceeds of
perhaps £ 8 0  ̂ 
 "~'0 m i l l i o n , w i t h the a i r l i n e  t o repay debt. (We cannot have
f i r m f i g u r e s ; , 
 e c i s i o n on these matters can p r o p e r l y be made u n t i l much ^ 
nearer the t i n t , 
) While t h i s simply r e f l e c t s heavy past losses, c r i t i c s w i l l
c a l l  i t a hando 
t  to the a i r l i n e . 

U. 


e o t h a
^ h
 
s
( a r i  .  r d i f f  i y  i s the a n t i t r u s t l i t i g a t i o n  i n the United States
p r i s i n g from the co, 
 of Laker Airways) a g a i n s t BA, BCal and other
a i r l i n e s , which  i s un 
 to have been resolved by next s p r i n g . T o t a l
Possible claims c o u l d 
 as £1.8 b i l l i o n , though vast claims are
CV istomary  i n such cases, are u s u a l l y s e t t l e d out of court f o r f a r l e s s ,
T
 o keep  t o the t i m e t a b l e , 
 ^^jyernment may need  t o r e t a i n a l  l or pa r t of
t n 
  e l i a b i l i t y
i i t y a f t e r f lotatiw-p^rfirough an indemnity, unless t h e r e  i s an e a r l y
S e  t t l e m e n t •
°r BA can o b t a i n adeqy^te insurance a g a i n s t an adverse judgment.
"^e disadvantage would be t h i
for a fc« laimants would be more l i k e l y  to hold out
higher
ind settlement  i f the


(A, enmity  i n - ^~ ent was seen  t o be g i v i n g a permanent 
•nnex  A ) respect of the damag^ t t h i s may prove  t o be unavoidable 

12, 
 BA 
 a i m t h a  t
a d v  i s e  " / i  the t r a n s f e r of j i l 1 delay p r i v a t i s a t i o n . Ourr (u- ' - " £ 1  L L t a n s i e r-»a.Sers  or ro^UJ 
a r a 1 1
• tout —  " — - j - / w t x - L c v c b u a v u u c ^ y c d A f e r of the Saudi Arabia andr Samuel) b e l i e v e t h a t the,
e


r B A w o u l d
° m
Market ^  f indeed cause a^tlay of up to two years, because 
a v  U l w i s  h  t 0 s e  e B A  '
e been  W s t r a c k r e o ^ ^ ^ f p r o f i t s a f t e r the t r a n s f e r s 


T h  e
* * * t d up"m a d e  - overhead associated w i i se routes  i s i n e v i t a b l y

1 1  L C h
i t hthethe generageneral Heathrow  overhead;overhead; "̂
i f BA' ^ l Heathrow d the market w i l l be alarmed
Sh

t e i T 1 q u i  a t h r o w
! S n o p e r a t i o n  i s d i s t u r b e d . H i l l Samuel a l s o advise t h a t 


v g t h  e
^ i 7 - 6 me u a t w i c k - I b e r i a s d not n e c e s s a r i l y delaya t i c  a . ^  n G a t w i c k - I b e r i a  routeroutes  woulwould 

a t ^ 0 n 
U n e ov

t 

» provided  i t was done q u i c k l y ; t h a t BA n u b l i c l y took a p o s i t i v e 
r
i n f«_  Privat- a* +  < — -• -v. -/^nVpunced; co-operatedt r  a n s f £ r :  ! " V a t  ii s a t i o n immediately the d e c i s i o n wa
e
 

U c i * r i n g t l l e
c a t i n  n  equipment and personnel; and ga .nd t r u e 

t r ansf l 0  n  o f t h  e
 l oss or p r o f i t and f i n a n c i a l e f f e c t s them of such a 


e r  " 1 x  1


°u e °
such g o ther words, we would need t h e i r goodwil uspect t h a t w i t h 


0 d w i l  l  i t might be e  to t r a n s f e r the Harar
i C m i  § h t  b e

r m
 merch  p o s s i b lp o s s i b l e  to tr a n s f as w e l l , but
e r  c h a n t V
a n t bank advisers advise otherwise.
13 


The  r h ~ 
a
°* BA 
L 0 r  d
 n c e  H o r  of the Exchequer and I have discussed wi£|v£j Chairman 


K i g ^ing> the p o s s i b i l i t y of a v o l u n t a r y t r a n s f e r of r t ^ 
n
 
S s
. t they ^  ̂  ^oard are a b s o l u t e l y opposed  to t h i s and have
v
 

n o  t
l t  h them  o b j e c t  toBCal being l i c e n s e d from Gatwick i n 

nS o m  e
°uld  h  ° of the routes which BA serve from Heathrow; and eg
e


n t e n  t
^ t o v  i d e d ^ ?  also f o r BCal to serve the I b e r i a n routes from Gatw 

e a t h f  a
 . t BA were p e r m i t t e d  to r e t u r n t h e i r own I b e r i a n s e r v i c e s 


0 S p e c  t i c h would also damage the p o l i c y on Heathrow c a p a c i t y ) . 

the Board v o l u n t a r i l y changing t h i s p o s i t i o n . 


0 w
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f T H 0 D  S CONSEQUENCES OF EFFECTING ROUTE TRANSFERS 


could e f f e c t t r a n s f e r s e i t h e r by l e g i s l a t i o n or by using our powers 

S e  s h a r e h o l d e r . L e g i s l a t i o n would be short but h i g h l y c o n t e n t i o u s ; i  t 


^un the r i s k of amendment by aggrieved i n t e r e s t s , and have t o be rushed 

the House by the end of the year. Using our shareholder's powers to 

the D i r e c t o r s to release the ro u t e l i c e n c e s could be s w i f t , but 

°ntentious, i  n t h a t i  t bypassed Parliament. The r e a l l o c a t i o n of the 


be through the l i c e n s i n g process. I n the l i g h  t of t h e i r r e p o r t , 

able t h a t the CAA would award l i c e n c e s f o r the major business 


(  I could express no view on t h a t i  n view of my a p p e l l a t e 

ord King and the BA Board were p u b l i c l y prepared t o accept 


d e c i s
t b e i Jhe Government, having been f o r c e d to do so by e i t h e r of 
d t h e r e a f t e r co-operate f u l l y  , we would have less l i k e l i h o o d 

i s Bui t would be i  n t h e i r power to delay by o b s t r u c t i o n , a l t h o u g h i  t not 

 l r  i
is C o  n  t h e i r i n t e r e s t s to delay the s a l e , any more than i  t i s i  n ours, I  t 


adverse V  a they might r e s i g n , but u n l i k e l y i  n my o p i n i o n , There might be 

reactions f r o p p ^ t a f f which could be damaging. 


*** ONIONS 

15. 
 We 
add can dismiss ! suggested route t r a n s f e r s and argue t h a t they 


t  h  i  n 
s t  r ^ S to 
r°*glv •* creating t,ion i  n the i n d u s t r y . We w i l  l be c r i t i c i s e  d 
tno
n
«ey t  Q g irrationally e then " g i v e " up to £400 m i l l i o  n of p u b l i c 

i f on p r i v a t i s a t i o n , w i l  l probably seek a merger w i t h BA, and 
that 


d n i e d
r e t rench W e r  e ?  would not 4  ̂ *tv a p o s i t i o n to expand, and might have to 
f u  r t h  \- *f in addition i  t thW^i nto cash f l o w problems because of 

y i n
^ight
e  r

 repatriating; revenues from i t  s A f r i c a n r o u t e s , i  t 

n h a v  e
l e f t

 e  v

^  to go out of busri I  f so, we would then e f f e c t i v e l y be 
w i t 
  
3 P r e  s s u  ° n ^ y 0 n  e major scheduled R a t i o n a l c a r r i e r . This would remove 


C ° ̂  e e  p B  A o  n
^ k e r a i i g 6  i t  s toes g e n ^ r ^ l ^  ; and i  t would make i  t harder to 

e s
 a i r t r a n s p o r t i  n Europe. < ^ / 


16 

•st on the Alternatively we can xnsx ^  d 4 ier o f s u f f i c i e n t routes to 

° Vstrengthen BCal's P °  s l t l  ° ^  r a p  h ^ a b  :ce t h i s through by one of r a g  r d

the methods described ***** t n   BA Board Je would only be able to achieve a successful resul t 
e

_ :eed t o show p u b l i c and 
Practical co-operatioi '-operation (paragraph 12) and i  f BCal accepted t h a t the package 
^ Possible I  t would be necessary to negoj^ate both c o n d i t i o n s . 
was adequate for them 

P t o f i  t a b i  P a c k a e
8  which might meet these c o n d i t i o n be the most 

a t l  d fB A  ' S
Bilh-, 6  °  routes out of Gatwick - those to Lisbon, Barcelona 
n p C e   "ao — PTi u  s - ~ s s a r v  the Harare route which BA serve f r o throw. I  t would be 

t 0 s e e
 ^cent- ! , ° .   a t the highest l e v e l i  f the two p a r t  i ^ld be persuaded 
" ePt t h i s 
compromise before we could make a f i n a  l >n. 

CO 


H I T M E N TS 

17. 

ar There a  m 

 t W  O c o m m : i  t m e n t s
^ a i r l v •  given by S i r John Nott i  n 197 of which 

y
 C i  r c u m s c r i b i n g : 


a. 11  \ \ 

be ' ' ' there 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 of r o u t e s ' ^ / ^ L t ^ o u l d 
" a r b ^ C e S S a r  y
 to argue t h a t the t r a n s f e r s we e f f e c t e d were not (J/y\ 
. , U I  t r a r y  " but were the r e s u l t of a p o l i c y d e c i s i o n to provide a r t / v 

n c  e d m u l t i - a i r l i n  e environment. 
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D
- "... my proposal [ t h a t BA be p r i v a t i s e d ] does not i n v o l v e a 

separate d i s p o s a l of any p a r t of B r i t i s  h Airways". I  t would be 

necessary t o argue here t h a t t h i s r e f e r r e d to enforced divestment of 

a c t i v i t i e s and s u b s i d i a r i e s r a t h e r than of ro u t e s . The exis t e n c e of 

these q u o t a t i o n s ensures a monumental row i  f we seek to j u s t i f  y 

IPPulsorv t r a n s f e r of route l i c e n c e s . 


ATTITUDES 


r supporters there was e a r l i e r a s u b s t a n t i a l groundswell i  n 

° u r o 

~9*P and another group sup p o r t i n g the i n t e r e s t s of the small e r 
f l r l  i n e s  . 
v~J-h-GSS . wh 1 1 P rpr no-n i q i n o t h e  m n a fnnhrilMi^'An „U s, w h i l e recognising the considerable c o n t r i b u t i o n which 

'ad^ to t u r n i n g round BA, have f e l  t t h a t he showed an arrogance 
boded i<
after or the r e s t r a i n e d exercise by the a i r l i n  e of i t  s market power 


P r i v a t i s 

Mo«r

19, 
..e recently, BA s case has a t t r a c t e d s t r o n g e r support i  n the House of 


ommons. Many Member. both sides are c r i t i c a  l of the CAA's recommendations, 
1 understand Conservit- peers may show st r o n g support f o r BA's p o s i t i o n when 
they debate the Ear l o u l l ' s u n s t a r r e d Question on Monday evening. I  t i s 
f a i  r to say that Member1
 ot aware of BCal's weakness because i  t would be 


v 


damaging to that a i r l i n  e f u l  l p o s i t i o n had been deployed. The Labour 

oute t r a n s f e r s , since they reduce the scope 
? a  * ty can be expected to dp( 
 o n a l i s e . 
o  £
 the airlin e they wish to 


TIMING 

20. 

d e s i o nC e r t a i n " ? i  s h o u l d b e i t h o u t delay to re s o l v e the 
i nt h e  t h e i n d u s t r y . pared the House f o r an announcement 

J e  P a 
r 
ttnent 

o  f
 Transport 


30 Jul 
y 1984 
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ANNEX A 

• J l j j ^ ^ t h  e Laker case in any event delay privat isat ion of BA? 

b u  t a  P r i c G i n Q Y$ e U y^ C e fu a r  H y '  have to be paid for avoiding 
n e^°Uow  ^̂ rae i s not ripe for decisions on the course t  o 

There- iv-~ 

«re several legal actions in t ra in  : 


G o V ( r r n n i G n  te xPech  Grand Jury Investigation. Conclusions 
t 0 . d  w i t h i  n weeks. Not more than one charge in re lat ion P r  

1 C  G f ixing. Maximum fine US S 1 mil l ion; but would be a ] n a . 
J°r encouragement to c i v i  l su i t s  . 

P ^ .  V a t  eo f ' L  0  action: Laker l iquidator's case. Following House 
to p t^ S d e c  i s i o  n on 19 July Laker liquidator i s now free u 

S U  e t h i  s c a s  e  i n t h  e  U s c o u r t s  H e w i l  1  b efor c3 0 -  ca l l in  g 
u.nder p ,  U T n e n t  s which we may or may not decide to release 

t  a n  
(~>l'(^Qr
conie t  ^ I  ^ C d Directions. Case not expected to 

- a - 1Mlowin t r i  - i n d i s t r i c  t court for at least six months, 
rtv/o y G 

n ^  ^ 0  appeals to higher courts could run for up to 
n o t : t( t r e b i a r  s  * f  S G t  t l e  d  ° u  °f court. Maximum sum claimed 


A e damages) is US $ 1050 mil l ion. 


i v a t  e^imin*"^^  P r  c lass actions brought by individuals 
t n a  tPut out^  they paid higher fares because Laker was 

thi  y 0

 o f b u  s i n e s s  . F i r s  t cases not l i k e l  y to come to t r i a  l s

£§00_niiJV Damages claimed could a.noutn to as much as 
Th' -—iion, but regarded as highly speculative at present. u 

inii^.total P  I • 

•Uo , ^aims in private suits so far are around £1600-1700 n

^  ? p t i o  .n s f

*owi  g° r Privat isat ion on the planned timescale include n 

J* Plotif- • 
w i t h e" t hin tJ°t regar^101"1  l i a b i l i t y  . Anti - trust l i a b i l i t i e  s 

a si Q e  dvio\v . ^ n i t   an insuperable obstacle to company flotations 
V  t . ° e c  au S G  

C  '  ,
e 

 States. UK merchant banks may take a different 
n e  r@'"e a  * i  s the London market is less used to such l i a b i l i t i e s  , 

*S$UG ̂

 If|Uch n point in seeking definit ive advice unt i  l 
G arer to the date when a prospectus would have to.be 

i  i 
' The 

S G  *"tl ^  a i ^ l i n e  s might reach an acceptable out of court e r n  
D U t'  the timing of this i  s unpredictable. 

0 * B/ 

~vpQ U p \ r " a  y  b e able to insure their interest though probably 

aS 0  

S s  i b i i |  ,  maximum l imi t  . They are exploring this 

p tem D G  r

 7 but are unlikely to know definite ly before 
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a g a i nst 
i v . The Government have guaranteed BA's creditors &
Government c
a  B A default before privatisation. The 

decide, at the time when the prospectus is 

continue after privatisation a guarantee, limited
determine
in the Laker suits, or to the excess over a pre 

sum. 


or accept 1 " 

upon t 0
The f i r s  t three options may not prove viable 


Onlv the fourth option can at this stage be relied 
ensure that privatisation goes ahead on the planned " enci In addition to i t s direct e financial co ̂  high.ei' 
rect anandd unwelcomunwelcome financ: 

qU 

t h is course would encourage p l a i n t i f f s to hold out for 
sums in anysettlement negotiations. i b l  e 


The Department of Transport are doing everything ^ elati°n
 
tion 
to bring about an early and"favourable settlement in to the Grand Jury-Jury-,, wwoo may need to recommend resort cin this context. Our a b i l i t y to influence developments w i s h the
cne c i v ic i v i  ll suitssuics iiss extremelextremelyy limitedlimited.. AnAndd wew u  u .e S  ,
would not 


n
to encourage a settlement at any price by the a i r l i 
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ANNEX 


STRENGTHENING THE POWERS OF THE 
CIVIL AVIATION AUTHORITY 

m  i 

e
i n du s t r  - recommends that, in order to maintain a multi-airline 

s
°und l l  t should be given a direct statutory duty to secure the 
°Pment
take V - of the industry (cit present i  t is required only 
^lieve^ e c-i-sions consistent with securing such development). I  t 


Q c n a 
P°iici<? nge to the legislation would make i t  s existing 

 m o r  c
Presente  secure and permit their extension into areas where 


O W e r  s
^thori^.  ̂   may not be sufficient; would reinforce the 

s
"lore  q p ̂  a b i l i t  y to deal v;ith anti-competitive practices and, 


sta ra 1 _
nces ^'""' '̂ would enable i  t to react to unforeseeable circum
9  w ^ l c  n
toUlti-. •  regulatory action might be essential to safeguard 
• ~  a i r l i   industry. 
n e


 b a  s
^•icensil!  never been successfully challenged over a 

needs aw. °Gcision and i  t must be very doubtful i  f the legislation 

G n,^m e n  t
Su<3gest  in this respect. Discussion with the Authority 
s
f° ̂ e abl with i t  s present powers, i  t ought in many instances 

e t  oc°mr)e4  foster competitive developments, where airlines seek 

G
e * C e  p t i  . directly or indirectly with British Airways. The 

 1  S
tePlace 0  n

 P A  l i k e l y to be when a competitor seeks either to 
na
?°intari ̂  °  route or to operate in preference to i  t to a new 


n V Q
* i  t  i a l i  t proposes what would be an inf e r i o r service, i  f only 
bi*°ritvv  Depending on the circumstances of the case, the 

u 9 n  t
1 eVen  1  be obliged by the present legislation to licence 

0ri9er t  ^ f e l t - that licensing a competitor would in the 
m
G  Promote a more healthy industry structure. 


? e ( 3  a t o r i L r C o m  l : , e t  i t i v  e practices are basically of two kinds: 
a c
j. t i  C  Pricing, often accompanied by dumped capacity, and other 
e s
 l n t e n  d e  d
^ S e r  V a t i 0  to reduce or eliminate competition eg computer 

n yst
pjr ̂ °rityn s ems designed to favour a particular airli.ne. The 
^ C a n
pt, lcing v/h a C C e  ^ t  S  probably - already deal with predatory 

Ce
l̂ °ss ^°rever this can be demonstrated. I t  s licensing 


n <  ? s
l  of ' .however, less well designed for dealing with other 
e
^ 9 i s i a t  . ^--competitive practice, for which existing competition 

 i e  s
 to" i  S
Co  Pr o b a b l  Y better suited. The Competition Act 1930 
^n3uct .  a i r l i n e s  , except where an anti-competitive course of 
' S  s U r s u e  d
Act-  do ^  solely in respect of international carriage by 


t
 ^ e
by 9̂73.  monopoly and merger provisions of the Fair Trading 

a
C0 i  r j> ^ i  s for consideration whether international carriage 


 b  e
est;,. .titiori  brought any further within the scope of the 

^iriatiQj^ A c t  ' but the international implications of this need 


 f i n a  l

" O I  Q  reason — > - j . i i v j greater y i t u i . c  i powers a is °Pers!1DtablQA S  for wanting  j j u w e  i  ±a 
n  I t f e e l s B A c o u l d
L °  of m  be so ef f i c i e n t that the 
market forces alone might cause other airlines to 


P O M T ? T T V T M r T i T A T 
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i ff a i l ; and t h a t  to p r e v e n t t h i s  i t s h o u l d be cible,

c i r c u m s c r i b e BA's a c t i v i t i e s . However t h e p o i n t  i s 


necessf! ;/ Cn ti'1
 

and  i t would mean g i v i n g t h e A u t h o r i t y wide powers 

p e r h a p s  t o f o r c e i t s e x i t from a market, which
 " e


a p p e a l	  of S t a t e f o r T r a n s p o r t


rest - j - " - >0to 

~ o t n e r ^ ^ a 

t o t h e S e c r e t a r y


r e s e r v e d  t o M i n i s t e r s

 x n
- i n v Q * 
a n


a r e

t i o n by t h e Monopolies and Mergers Commission.. 


• f o r enhance 

I n	 summary, t h e r e seems no j u s t i f i c a t i o n ^ s u f f i c 


a r e p r o b a b l y
A u t h o r i t y ' s powers. I t s p r e s e n t ones a r e proba" 
t O dO mUCh  O f W h a t  i t ^ n i r  i c . - i r r^c :  h v v of e *e n v i s a g e s by waway or  inten  i t 


r m a r l	 1
e x i s t i n g p o l i c i e s . A g e n e r a l power  P i y n v/heH i * 
p e
 

1c o n s t r a i n BA  i n u n s p e c i f i e d ways  i n t h e f u t u r e , i d e  <P 
not a c t i n g a n t i - c o m p e t i t i v e l y ,  i s u n a c c e p t a b i y  ^egr ich 

w E

 g  w i l 


p o t e n t i a l a p p l i c a t i o n .  I t v/ould a l s o r e s u l t 

u n c e r t a i n t y about t h e o p e r a t i o n  o f t h e l i c e n s e 

c o u l d be damaging  t o t h e f l o t a t i o n  o f BA. 


and P a r l i a m e n t f o l l o w i n g 
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