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INTRODU 


^ i  s paper<2eks colleagues' agreement t o the decisions I propose t  o 

^ k e on the recommendations of the C i v i  l A v i a t i o n A u t h o r i t y (CAA) i  n 

« * i r recent r e p o r t on a i r l i n  e c o m p e t i t i o n p o l i c y . I  t proposes t h a t 

^ h  e Government's p ^ n s  e t o these recommendations i  s publishec 

immediately i  n a ^ i t 8 _ P a p e r . 


BACKGROUND 


Last December, whe

Airways (BA) i  n e a r l y 19 ^ 


(
 ounced our plan t o p r i v a t i s e B r i t i s  h 

l s o made i  t known t h a t I was asking 


the CAA t o review the i m p l i c 

competition and the sound d 

^ CAA, a f t e r f u l  l c onsulta 


s of BA's p r i v a t i s a t i o n f o r 


s m a i n
i t  s r e p o r t i  n J u l y .  I t
 

summarised a t Annex A. 


ent of the B r i t i s  h a i r l i n  e i n d u s t r y , 

a i r l i n e  s and others, published 


ions and recommendations are 


t
r P u  forward proposals f o r d t h some of the CAA's 
e c

 n d a t i o n  s
grou  l a s t month i  n C(84) « ch was discussed by a small 


fC o l l e a 
meet?  ° g u e  s under the Prime M on 11 September. This 

8 reached f o u r conclusions ­

a. 
 i  t f e l  t t h a t l e g i s l a t i o  n t o enforce t r a n s f e r s of routes from 

BA would be undesirably c o n t e n t i o u s arM would arguably be i  n 

"reach of undertakings given by S i r John K o t t , when Secretary 

o  f
 State f o  r Trade, i  n 1979; 


}' i  t t h e r e f o r e asked me t o discuss w i t h B A  ̂ K  ̂ t i a t e  d 
route swap" w i t h B r i t i s  h Caledonian (BCal) , 4£tei)i ( 

c* i  t urged me t o consider the s t r e n g t h e n i n g of 

a 8 a i n s t predatory behaviour; and 

d
- i  t requested c l a r i f i c a t i o  n o f the a n t i - t r u s  t l i t  i 

w h  i c  h BA (and BCal) are exposed i  n the U n i t e d States. 
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am preparing a separate paper on item d. I have now d e a l t w i t h 

/ » v ^  thitems b. and c , and the f o l l o w i n g s
3 n 6
C * ' a
 f o l l o w l n 8  paragraphparagraphs  of t h i s paper recordof t h i s paper rec 


f_ outcome,  i n the course  of d e s c r i b i n g theresponse I proposee t o 

V^ma repoi 


^^JECTIVE. 


My o b j e c t i v e i s , w i t h o u t postponing the p r i v a t i s a t i o n  of 

'h Airways,  t o s e t t l e the issues r a i s e d by the CAA  i n such a 


promote a B r i t i s h a i r l i n e i n d u s t r y both c o m p e t i t i v e w i t h i n 

s t r o n g i n t e r n a t i o n a l l y . To t h i s end I propose a response 

ents  of which should be ­

a.^\ti^remove b a r r i e r s  t o com p e t i t i o n  i n domestic a i r s e r v i c e s ; 


h. t&fseek the d e s i g n a t i o n , wherever we s e n s i b l y can, of two 

or morV B r i t i s h a i r l i n e s  t o operate  i n c o m p e t i t i o n on i n t e r n a t i o n a l 

routes ("dual d e s i g n a t i o n " ) ; 

c '  t o encoiiVSgte') new s e r v i c e s , e s p e c i a l l y by the smaller 

independent v ^ r J t R e s , between r e g i o n a l a i r p o r t s and overseas 

( e s p e c i a l l y c o f t t T r j ^ n t a l Europe) ; 

d
 «  t o st r e n g t h e as a c r e d i b l e competitor and p o t e n t i a l 

s u b s t i t u t e f o r BA rseas routes both long and s h o r t - h a u l ; 

e
 «  t o ensure adequat guards against predatory p r i c i n g 

and other anti-compet ss p r a c t i c e s by any a i r l i n e ; 


t o a v o i d the need f o r ^ l e ^ r a l a t i o n or f o r excessive i n t e r f e r e n c e 

W l t h BA's present operatioKS^Wch as would delay p r i v a t i s a t i o n . 


P R°POSALS 

a. 
 ^SEestic A i r Se
r v i c e s 


He]
ii ---re I propose  t o endorse the CAA oposals (recommendations 

1 1
 and 12) _ 


*• t h a t B r i t i s h a i r l i n e s be enabled  to operate scheduled services 

between any two p o i n t s  i nthe Unite d Kingdoaf^hther than 


a n  d a n  y
H e  a t h r o w or Gatwick (excluded f o r capacityYre4sons)>
other s p e c i f i c a l l y excluded (eg " l i f e l i n e " *3y£eB^ where 
^-solated communities are dependent on a vulnl^Kr^i//^ a i r l i n k ) ;
and 


W to cease r e g u l a t i n g domestic a i r fares (excep f a r as 
i s necessary  t o prevent predatory p r i c i n g )

The 
c
CAA an implement both these proposals under t h e i r pres 


b. 
 £ual D
ej i g n a t i o n 

6. 
 I 


t o w e l c o m e
S Ethat " H ^ ° ? °  the CAA's proposals (recommendations 1 (&tfd 
a
t o u t  ^l t^°n al c o m p e t i t i o n by B r i t i s h a i r l i n e s on i n t e r - c o n t i n e n t a j ^ \ye s 
  

should be l i c e n s e d wherever p o s s i b l e " and t h a t  i t " w i l l seek /^O, 
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 increase the range and market p e n e t r a t i o n of European scheduled 

e r  v i c e s from Gatwick" ( t h a t w i l  l be operated l a r g e l y i  n c o m p e t i t i o n 

l t  n B A  ' s
 services out of Heathrow). I s h a l l also i n s t r u c t the 

^ j> a t f i c r i g h t s n e g o t i a t o r s i n my Department t o make a l  l e f f o r t  s t o 
^ p j e c u r e the r i g h t t o dual d e s i g n a t i o n from f o r e i g n Governments a t an 

Weptable p r i c e . 

t e r n a t i o n a l Services from Regional A i r p o r t s 


CAA proposed (recommendation 5) t h a t "BA's European routes 


and a 

io n t o 


^ k e BA p any of t h e i r r e g i o n a l a i  r s e r v i c e s , which would delay 

P r i v a t i s a BA have now made a counter proposal f o r modest assistance 

to other s'h a i r l i n e s ready to operate new serv i c e s between r e g i o n a l 

a ^ p o r t  s he r e s t of Europe ­

!• t o pay any a i r l i n  e l i c e n s e d by the CAA up t o £450,000 

P e r route ov&r^Oiree years as a c o n t r i b u t i o n t o t h e i r s t a r t - u p 

costs i n launchioj' i n t e r n a t i o n a l services from the regions e i t h e r 


t i t i o r t ^ j S j N t h e m s e l v e s or on new r o u t e s ; and 


l l  . t o provide h back-up services (booking, ground-handling, 

t i m e t a b l i n g etc s i x r e g i o n a l a i r p o r t s BA serve, a t c o s t . 


BA'S 
 o f f e r 3 w o u l d be l i m i t e d C maximum of 15 new s e r v i c e s , at a t o t a  l 

cost 
°f £6 m i l l i o n over th€^sf£ r s . 
8. e c t a t i o n s of the a i r l i n e s concerned, 
This o f f e r i s w e l l below 
but " 
 I b e l i e v e i  t i s the most we could b e l i e v e t h e r e would be t a 


Pect BA to do, s h o r t of l e g i s l a 

d ' 5£itish Caledonian 


S e v e r
enf a  l of the CAA's recommendat 2, 4 and 6) concerned 

0 r c e  d t r a n s f e r s of BA's routes out of , l a r g e l y t o BCal. 


A  s

 C o l l e 
  a g u e s wished t o a v o i d l e g i s l a t i o n ave f o l l o w e d up t h e i r 


S  u

 f a r o u t e
n» a  t t h  e
  s w a  P between 

I  t has b i n s t e a d o f the r o u t e t r a n s f e r s , t o which BA were opposed 
een extremely hard t o persuade e i t h e r a i r l  i t o contemplate 

S a t i s f a c t o r  y swap ( i  . one t h a t gives BCal-  suf . X l y enhanced p r o f i t s  , 

BA !!!and t^° BC i  meeting on 11 September, 

a
^ t h o u t d i s r u p t i o n t o BA's operations £  % 
I d t h r e a t e n 


P r i v a t i s a t i o / a n d be unacceptable t o Lord King>. ^ gr e a t e s t 

e t out i  n 


n  f l C U U y 1 h a v e v a i l e dA n e  *  P "  UP°? I  d give BCal about ^  B, w h  i c  h (on BA's f i g u r e s ) would g i y £ 2  Q ^ i l l i o  n of 
e x t  * a p r o f i  t w h i l e r e d u c i n g BA's P "  ̂  b y b n the 

s h o
 ^  t run (more d e t a i l e d f i g u r e s i  n Annex C). 

10. 


S u  c h a swap would i n v o l v e costs t o the Exchequer ­

l* BA's l o s s of expected p r o f i t  s would mean a r e d u c t i o n 

Proceeds from the sale ( i  f we s e l  l 100 per cent of the sh 

o  f
 Perhaps £80 m i l l i o  n t o £100 m i l l i o n  ; 
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i i . BA would have  t o acquire ( s u b j e c t  t o my being s a t i s f i e d 

of the need) about £50 m i l l i o n worth of a d d i t i o n a l a i r c r a f t 

(probably two T r i s t a r 500s)  t o operate t h e i r new routes 

(they may be able  t o lease t h e s e ) ; and 


l i i . as a r e s u l t of i i . BA's debt:equity r a t i o ' a t the time of 

p r i v a t i s a t i o n may be worsened; they may t h e r e f o r e have  t o r e t a i n 

more of the proceeds  of s a l e . 


t h i s  to be a d e f e n s i b l e compromise between f o r c i n g a l a r g e r 
s ^ v ^ ^ S V BA, which would need l e g i s l a t i o n , and doing n o t h i n g  t o 
j ) Q  ̂

n S < W ^w^Cal. But  i t cannot be e f f e c t e d without the agreement of 

1
i s ' - the Chairman of BCal ( S i r Adam Thomson) t h a t t h i s o f f 

i n my v i e V a reasonable one, and t h a t h i s board must e i t h e r take 


r e a v e
ve  ° * 1 expect t h e i r answer s h o r t l y . The deal would be 

iJZ V a l u  a b l e  t o BCal (the a i r l i n e ' s p r e - t a x p r o f i t was £3.2 m i l l i o n 
a (  j ^ . , " " J , and t h e y w o u l d be w e l l placed  t o take advantage  o f 

i l t l o  n a l dual d e ^ ^ n ^ t i o n s t my t mao p p o r t u n i t i eo p p o r t u n i t i e s  t h at h a t my DepartmenDepartment may be
a 
i e
 to secure  f o Though BCal should make p r o f i t s  i n the longer 


t U  n
 from more compe o p p o r t u n i t i e s , some c a p i t a l investment and
o t h  - e r s tar t­-up cost e i n v o l v e d , and new operations would probably

Evolve losses  i n ear 

12. I t now seems more 1 however, t h a t BCal w i l l r e j e c t the
°ffer 
on the grounds t h a t i i n v o l v e t h e i r g i v i n g up one o f
the 


r ° U t e  s  l n t h  e s o u t n  "
he a i i i  e a  ' ( A t l a n t a ) : they have invested 

l n
I f y  i t  , and see  i t as of growing t r a f f i c and p r o f i t , 


t 0  T should have  t o give up ea  o f route t r a n s f e r s and swaps
B c

 s
t 0  b e n e f i t ; and I should o give  t o BA BCal's new l i c e n c e
f l


 t 0
c°nce  ^ y a <  * h » My discussions and BCal have explored a l  l 

1 V ^ b l  e
a b 0 u t  o p t i o n s , and I am sure r t h e r n e g o t i a t i o n s (except 


u e t a i l
minor d e t a i l s ) would nonot f i n d
p u t — s ; wouia r r i n a ao^agi^ed settlement, and would 

r
Posit' ^ ^ t a b l e f °  p r i v a t i s i n g BA<^yw?ely at r i s k . Such a 


n
our • ° °? B C a l  ' s  P a * t should not d e t e £ ^ om e a r l y p u b l i c a t i o n  of 

t o
o o n ^ ! 1 ' 6 1 1  ^ 0 1 1  8  seek f u r t h e r l i b e r a l i s a and more c o m p e t i t i o n 


g o r t u n i t i e s , But BCal's a b i l i t y  t o take dvantage of them would be 

3 n d  w e
stren *-u  should be s t r o n g l y c r i t i c i s f o r having f a i l e d  t o 


that °I ^ the independent o p e r a t o r s . Our defence against t h i s  i s 

W e
 o f f  a deal which BCal r e j e c t e d .
e r e d


e. 
•—^Sigtpry P r i c i n g and Other A n t i - c o m p e t i t i v e 


13. 

- i n e C A A d r a w
beh The a t t e n t i o n  t o the need  t o deal wit.. :ompetitive 


e f f g V l  ? U r (recommendations 9 and 10); and we must inde i n place 

l V e  ma i  i ^ t eans  of a c t i n g against t h i s , so as  t o protec i l l e rr 

^ " n e  s
p a r t  a gainst BA's dominant p o s i t i o n . I have asked w . . ^ :o pay
C U l a r
e f f  a t t e n t i o n  t o t h i s , and am s a t i s f i e d t h a t they ca
e c
 

v e l y w i t h i n t h e i r present powers. S p e c i f i c a l l y -
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a. i  n the c h a r t e r market, where a n x i e t y i  s strongest now, 

the CAA would undertake to monitor p r i c e s , and act t o l i m i  t 

c a p a c i t y i  f any a i r l i n  e was growing too f a s t through predatory 

c o m p e t i t i o n ; I propose a new back-up r o l e f o  r the O f f i c e o f 

Fa i r Trading (OFT) here; 


b* even a f t e r we have fre e d scheduled domestic s e r v i c e s , 

he CAA would be able t o consider charges of predatory behaviour 


could i  f necessary r a i s e u n r e a l i s t i c f a r e s or cut the 

dules of any a i r l i n  e found dumping c a p a c i t y ; the OFT already 

. back-up r o l e here, which could be f u r t h e r enhanced; 


c • < ^ ^ - J 3 ^ i n t e r n a t i o n a l s e r v i c e s , the CAA can and does consider 

charg^V of p r e d a t i o n wherever our i n t e r n a t i o n a l agreements 

a l i o 


vThe Se
e c r e t a r y of State f o r Trade and I n d u s t r y agrees. 


0THER MATTERS 

14. 
 The CAA made ndations i  n two other areas ­

i . Wider l i c e n The CAA proposed (recommendation 9) 
" s t r e n g t h e n i n g o t i J tra n s p o r t l i c e n s i n g powers i  n order to 
promote the sound de ent of a c o m p e t i t i v e B r i t i s  h 
a i r l i n  e i n d u s t r y " . T h i ] posal has found very l i t t l  e p u b l i c 
support. I b e l i e v e i t  * both unnecessary and un d e s i r a b l e , 
and I propose t o r e j e c 

A i r p o r t s p o l i c y . The roposed (recommendation 7) t h a t 

• should "look again a t the L l i t y o f i n c r e a s i n g a v a i l a b l e 

c a p a c i t y at Heathrow and Gatwi£k*0\There i  s a strong case f o  r 


review of a i r p o r t s p o l i c y and ̂ Kanw>ressing ahead w i t h i t  ; 

u
 t I must await the r e p o r t of t h a ^ ^ g n e c t o r on the Stansted 
Pu l i  e i n q u i r y and the r e s u l t s of •CS^A t a t i o n on the o p e r a t i o n 

the l i m i t on a i  r t r a n s p o r t moveme^tjs^t Heathrow. 
NEXT 

S T E P S \  > 

l m  e s n o  w


City  -
early  - *"  s h o r t i  f we are t o h i  t the t a r g e t ^ o f p r i v a t i s a t i o n 

I  n 1 9  ^ 5 . We need very soon t o begin p o s i t i v ^ a d m i o n t o get 
must £? V e s t  ° rs used t o an u n f a m i l i a r stock. The p x ^ ^ w K u n c e r t a i n t y 

e
and to  ^  d i s p e l l e d . I  f colleagues can now agreeYtoJjriy proposals 

m
u t n e s  g y announcing them i  n a White; Paper immediate]: e l i e v e t h a t , 


a
 r i s i   "ere are unforeseen developments - and su b j e c t .blems 
n

8  f r L a k e r _
° m
a t t a ^   we can s t i l  l meet the t i m e t a b l e . D I 


a
 d r a f t of the proposed White Paper. 

E L U S I O N 

16­ i 

accordingly i n v i t e my colleagues ­

to endorse the response to the CAA r e p o r t set out i  n 
Paragraphs 5 - 1 2 above; and 
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b. t o agree t o immediate release of the White Paper a t 

Annex D ( t h i  s i  s d r a f t e d on the assumption t h a t BCal accept 

the r o u t e swap w i t h BA o u t l i n e d i  n paragraph 9 and Annex B; 

i  f they do n o t , some amendments w i l  l be needed and 1 s h a l l 

c i r c u l a t  e a r e v i s e d d r a f t )  . 


NR 


e Partment of Tra: 
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ANNEX A 

SU.MM 

R V
* OF MAIN CONCLUSIONS AND RECOMMENDATIONS 


0) 
The 
o u  cadeqn  S , ^  '  ' be some reduction in the relative size of British Airways so that other airlines have 

o r t u n ' t y  1 0Airwav °  0 P P  develop and prosper including at least one airline fit to replace British 
m a  rBritish ^ J o intercontinental route should the need arise. Additional competition by 

n c s  o nand 46)  intercontinental routes should be licensed wherever possible (paragraphs 4-14, 25 

(2) 

CaW •, n , e r c  ° n t i n e n t a  l routes should be transferred from British Airways at Heathrow to Britishn

e d  ° n ' a n at Gatwick (paragraph 49). 

The Authn • 
market  V ' acting within existing policies and powers, wi l l seek to increase the range and 

Penetration of European scheduled services from Gatwick (paragraphs 56-57). 

a i r l in!l ^ '  n v a  y s ' scheduled service routes from Gatwick should be taken over by other British 
n e  s6) (Paragraphs 56-58). 


Briijs^ A • 


a ^ S ^ u r o  P e a  na i r l i  (pa^ '  routes from provincial airports should be taken over by other Britishn e s a(6) 

The G 


S p  P e r S  t 0  t 0 e e f f e c° W 2 i v° m ,  n e n d a t i o c n\ ^ t to the reallocation of r<r e  c o m r ^ > ! ^ I j n r n e n  , should take specific powers to to give effect to the reallocation of routes in(?)  W« W and (5) above. These powers should then lapse (paragraph 90).T )  ) ^ (A\ / c  \  - l n-i 

l l  e Govern 


a n d  s l l 0 uGatwioi"1 / 0 " 1 ' d look again at the possibility of increasing available capacity at Heathrow 
W l c ^ (paragraphs 26-38).(8) 

f 1 0 u  d^ '  r \ v a y  "  '  be made for access to Heathrow for competing services on those of Britishs c 

r cducing B y ^  1 ' 0 trunk routes where direct competition does not already exist,  i f necessary by 
(5) fitish Airways' frequencies (paragraph 66). 

e Auth • 
jj16  s ° u n d ° d t y N V  | °  u l  d favour a strengthening of its air transport licensing powers in order to promote 

c o m P e l i t  v ee b a v i 0 U  r (pa^ag ""hg1  °* & ' Bri t ish airline industry and deal with anti-competitive
(10) 


The 

e r P 0 S e  a n v£ ?  ^e ra t iomK 1 1  ?*p r 0  immediate restriction on British Airways' or British Air tours ' 
V  e n  a s t r e n  t h e n i n  o f 1

r
Poti • , h e  ' r D e n i S ? '  £ ' , , -"~"eg*"*'""«6  U ^ powers, wil l not hesitate to set a e

S l t  i0n " '"cir penpir,,-' 8  •« p^vvcii, wm noi nesuaie 10 set aquantitativquantitativep 0 s i t  ;  l J c n  e t r a t i o n of the hnlidav rhnrtPr , r U  i ;r;«  ; r . u ~ „ „u.._. . 
1 0  n  y C h a r t £  r  m a r k e t  i f  i l  i s  s h o w n t h e r  e  i s a b u s  e(U) (Paragranhssfaph  7?" S

 m 

77-78). of a dominant 
Th 

a i r I  " l e  s  t 0 i n t r o d u c e  o n a t wto ServeP an?°rf e S ' ° - y  e a r experimental basis, an area facility allowing(12) Th  A ' " d o r  n e s t i c route other than those specifically excluded (paragraph 93).e

Wjji . u t  hor i ty r> 
: " t h « : Pr oPoses ttoo ceasceasee regulatinregulatingg domestidomesticc aiairr farefaress bubutt wilwi lll stilstilll requirrequiree farefaress ttoo bbee filefiledd1S]"'11 s o that" '" /" V J i J  " s e  s

a n  n^ s and Is} C a  '"tervenc to prevent predatory or monopoly pricing. It wi l l consult the Channel(13) 
 e  °* Man before extending the new arrangements to them (paragraphs 94-95). 

ar! C a r r ' a g  s' o f  ̂  a d e c  i d e  d at least for the present not to amend the general exemption so as to allowe 
3  S e Pkcilitv r~ a r a  t e fare traffic on aircraft wi th ten or fewer seats on any route covered by the 

i y(M) .  paragrapp a r a  g r a phh 96)96).. 

•  n ° r i ty  h

' h a  a s updated it 


n t h  i t s" h ' e sr0n"PCla . ted
 Statement of Policies so as to reflect those changes of emphasis thatSCODP f • W » » » W H I W M  » ui i U I I L - I C  S su as 10 renect tnose cnange 

Pe ot its present statutory powers and duties (paragraph 102). 

21 
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ANNEX B 


Proposed r o u t e swap between 


BA and Bcal 


Ve U p  t o B C a  l  i t s  r o u t e si n I ,  t o Jeddah and Dhahran 
Saudi Arab ia (12 s e rv i ce s a week) 

w ° u l d g ive up the f o l l o w i n g rou t e r i g h t  s t o BA:-

A t l a n t  a (USA) (7 s e rv i ce s a week) 

t h e i  r south A t l a n t i  c r o u t e - i e B r a z i  l and, 
when once more a v a i l a b l e , Buenos A i r e s and 
Sant iago de C h i l e (2 s e rv i ce s a week) 
t h e i  r m i d - A t l a n t i  c r o u t e - i e San Juan 
(Puer to R i c o ) , Caracas (Venezuela) and Bogota 
(Columbia) (one s e r v i c e a week) 
Morocco (no t a t p resen t opera ted) 

BCal 
* would a l s o under take not t o o b j e c t t o BA's 

n s  t o  C A  A f o  r c e n c e s  t oanrt  t he  l i   serve Orlando 
. Tampa ( F l o r i d a )  . . 

° U l ( 3  a l s o  b ef r o  W  a l l o w e d t o t r a n f e  r back t o Heathrow 
G a t w i c k  i t s^ i sb  s e rv i ce s t o M a d r i d , Barcelona and 

° n » on • c o n d i t i o  n t h a t i  t ensured (by t r a n s f e r s o f
 o t  h e  r s e r v i c e s from Heathrow t  o Gatwick, as n e  c

e s s a ra b  0 y  ) t h a  t t he t o t a  l package d i  d not b r i n g 
any^increase o f movements a t Heathrow. 



ANNEX C 

EFFECT OF ROUTE SWAP ON BA'S AND BCAL'S PROFITS 

AS ASSESSED BY BA (CMO) 
E f f e c t on E f f e c t on 

BCal BA 

£  m Em 

S a U d  i Arabia + 20 - 20 (1) 
A t ; U t a (2) - 3 + 1.5 

(3) (4) C ^ a C a  s * Bogota + 1.5 + 1.5 
- 1.5 + 2 


l n t e r e s t n 

inves tment^ ° ' *  l i a  l 


+ 17.0 - 20.0 


set 
n


 r a 
°n Z  i n t e r l i n e t r a f f i c 
3 1  o f B A  E  m a i nIber? ' 

G a t W f e r v ii c v c e  s from 
2 (5) 
C  K t o Heathrow ­

+ 15.0 - 1 9 . 0 


U) 
Made UP of l o s  t r o u t e p r o f i  t 18.5 

l o s t i n t e r l i n e p r o f i t 1.5 

•20.0 

B A  '  r- ' s

 e n u  ehave  g a i n l e s s than BCal ' s l o s s because BA would 
U S  G  l e s s  s u i t a D eof D c i o )  l  equipment ( T r i s t a r 500 i n s t e a d 

(3) 
Lo 


S s  e l i m i n a t e d . 
14) 
BA 


S e c t o U l  d serve more e c o n o m i c a l l y ' than BCal by adding 
s once a week t o t h e i  r p r e s e n t . T r i n i d a d s e r v i c e 

fiCal 

l a t e s t f i g u r e . 

S ePt< -ember 1984 
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DRAFT A V I A T I O  N P O L I C  Y WHITE PAPER 

Iritroduc l i o n 

h e S e c r e t a r y  o f S t a t e f o  r T r a n s p o r t a s k e d t h e C i v i  l A v i a t i o n 


A u t
 h o r i t < ,
v


l n
 D e c e m b e r 1 9 8 3  t o c o n d u c t a r e v i e v /  o f a i r l i n  e c o m p e t i t i o n 

P°Hcy. T, 


i  n 
  e A u t h o r i t y c o n s u l t e d w i d e l y a n d p u b l i s h e d i t  s f i n a  l r e p o r t i  n 

J u l y  i 9
 0 4 


T h e r e p o r t is a c o m p r e h e n s i v e a n d authoritative a n a l y s i s  o f 
C o t n P etif 


o n
 p o l i c y i  n a n i m p o r t a n t a n d c o m p l e x i n d u s t r y . T h i s W h i t e P a p e r 


t h e d e c i s i o n s w h i c h t h  e G o v e r n m e n t h a s t a k e n o n t h e m a i n i s s u e s 

d i s c U s s e  d 
 * « x n e r e p o r t , a n d t h e a c t i o n i  t w i l  l n o w t a k e . 


l r
 l i n e s a r  e c o m p l e x b u s i n e s s e s , u s i n g a d v a n c e d t e c h n o l o g y a n d 

e a communications a n d m a r k e t i n g . B u  t t h  e o n l y r e a s o n t h e y 

c a r r y p e o p l e a n d g o o d s . T h e p a t t e r n  o f s e r v i c e s a n d t h e f a r e s 

•  " g e d s h o 
u i d b e d e c i d e d b y t h  e m a r k e t . T h e b e s t t e s t  o f w h a t p e o p l e 

^  i s w h 

a
 t t h e y w i l  l p a y f o r  . T h o s e a i r l i n e s w h i c h p r o v i d e t h  e r i g h  t 


1  r ° f i t a b l y  a t t h  e l o w e s t p r i c e s h o u l d t h r i v e . B u  t t h e y s h o u l d b e 


* o p e n  t o c h a l l e n g e b y c o m p e t i t o r s . T h e b a r r i e r s t  o n e w 

a i r l i r
b  , > e s w h o c a n p r o v i d e a s a f e a n d r e l i a b l e s e r v i c e s h o u l d 
e


n c e sJ .O\ . i 

3. 

H i
 s t o r  i 
n l S t o r i o n 1 1 
l a t G
i w  , d  - ^ x i  y m o s t s e c t o r s  o f a i  r t r a n s p o r t h a v e b e e n h e a v i l y 


n d
 P r o t e c t e d b y t h  e S t a t e . T h a t i  s s  t  i  l  l s o i  n m a n y o v e r s e a s 

t n e
r - i  G o v e r n m e n t h a s  t o t a k e a c c o u n t  o f t h a t i  n i t  s b i l a t e r a  l 
6
 

R e
S  K f i u l a t i o n i  s c l e a r l y n e e d e d i  n t h e c a s e  o f s a f e t y w h e r e h i g h 

m u s t K 

e
a c t .  .  m e n t i o n e d ; t h  e c a s e f o  r r e g u l a t i n g t h  e c o m m e r c i a l 

a i
 r l i n e  s i  s m u c h l e s s c l e a r . T h e G o v e r n m e n t w i l  l m o v e a s 
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far Q t l  . 

fast as i  t can from a world of regulation to one where airlines 


^e
 for the customer's attention. In doing so, i  t w i l l release the 

l e£ o of a  n industry whose growth since the second world war has 

6 n r i c h ^
 the l • 

™  e lives of many. 


The Government's Objectives 


4. 
The obipo i • 


j'-cuives of UK airline policy are therefore these: 


£i£2t to encourage a sound and competitive multi-airline industry 
W i t  h
 a variety of airlines of different characteristics serving the 

Wh°le range of travellers' needs and strong enough to compete 

aE£ressively against foreign airlines; 


w
 promote competition in a l  l markets: internationally by 


s to reduce restrictions on services and by making i  t easier 

for r 


& i r l i n e  s to enter the market; and domestically by cutting out 

c°ntr0is o 


°n new services, and on fares and capacity; 


3ki£d_
 t 


ensure adequate safeguards against anti-competitive or 

P r e  d a t 0 r  v K u 


oehaviour by airlines, to protect the long term interest of 

t h  e
 PUblio <-u 


^nrough the maintenance of a competitive industry; 

£2H£th t 


—- ° put the ownership of British Airways into the hands of 

P r i v a t 
e i n 


v estors, including i t  s employees, so as to remove from i  t 
both "the 

r e  s t r i c t i o n  s and the protection of state ownership; 


^ h t  o . a i  n t a i   high standards of safety. 
n
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T h  o Edwards Committee report*1* of 1969 set the pattern for Britain's 
ine 
 industry over the last decade. The Committee supported the 

Proent of a competitive multi-airline industry as the best way to 
, S e e  t
 con­
sumer needs. I t  s conclusions are as valid today, as demand has 


become more varied. There i  s now a wide range of efficient 

a r  £  e and small, with which airlines of a l  l sizes can offer 


Ser v ices +­
meet demand of a l  l kinds. 


Th e
 benefits of competition are evident. In the charter market 

hoi 


e r s
 have benefited enormously from the liberal licensing regime 

i t h i n  ^ o p e 
  

V  '
 . S  ( 
So too have British independent airlines who have risen to 

th e 
 c h a l  l 


nSe and now have a major presence in the charter f i e l d . Since 

vernment has encouraged oompetition on domestic services as a 


del l  b 
a c
 t of policy. Travellers on the trunk routes from Heathrow to 


and 

a°d Belfast can testify to the improvement in the quality of 


coriipa
red with the days when there was only one carrier. Nor can 

doubt 
the effects of competition on overseas routes to places like 


8 K 

' lN©w York and Los Angeles. In the United States, domestic 

0 t  l
 has generally benefited the traveller by forcing improvements 
in the 
e f f i c  i 


v,j^ cncy of airlines previously protected by regulation from the 

Of competition. 


(1) 

l r>quirv

 T r  ansport in the Seventies: Report of the Committee of 

into C i v i  l Air Transport, Crnnd 4010. 
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B u i l d i n g c o m p e t i t i o n 


V e
 r t h e l a s t f i v e y e a r s , t h e G o v e r n m e n t h a s t a k e n a n u m b e r  o f 


i n i t i
 a t i V . 4 v
e
 

°  t o b u i l d  u p c o m p e t i t i o n b e t w e e n B r i t i s h a i r l i n e s t h e m s e l v e s 

and 

v ' i t h f 


f o r e i g n a i r l i n e s . T h e C i v i l A v i a t i o n A c t 1 9 8 0 w a s a m a j o r s t e p .
The i 

n t e r c . 4 - ^ e 

O U f c > O j . u s e r s a r e n o w g i v e n e q u a l w e i g h t  t o t h o s e  o f t h e a i r l i n e sv'hen 


e r v
 i c e s a r e l i c e n s e d . S i m p l e t h o u g h  i t w a s , t h a t c h a n g e  t o t h e 

le 


0 n
 h a s p r o d u c e d s i g n i f i c a n t r e s u l t s .  I t l e d d i r e c t l y  t o t h e 


p
 °f t h e d o m e s t i c m a r k e t a n d w a s a f u r t h e r s t e p t o w a r d s 


^ P e t i t i 

°n i n t e r n a t i o n a l r o u t e s . 


B u t 

b e f o r e a d d i t i o n a l c a r r i e r s c a n c o m e  i n  t o p r o v i d e c o m p e t i t i v e 


h e r e m u s t  b e s u f f i c i e n t o p p o r t u n i t y . T h i s d o e s n o t y e t e x i s t 

rywh 


e r
 e - O n 
s o m e r o u t e s f o  r e x a m p l e , b o t h d o m e s t i c a n d i n t e r n a t i o n a l 

^ d u 

P r o b a b l y t o o l o w  a t p r e s e n t  t o s u p p o r t m o r e t h a n o n e B r i t i s h 


a l t h o u g h t h i s d o e s n o t m e a n t h e e n t r e n c h e d p o s i t i o n s  o f 


c i 
e n t 

o p e r a t o r s w i l l  b e p r e s e r v e d . I n t e r n a t i o n a l l y , o v e r s e a s 


b a v e  t o  b e p e r s u a d e d t h a t t h e y  d o a d i s s e r v i c e  t o t h e 
e l l e r b y 

i n s i s t i n g  o n h i g h l y p r o t e c t i o n i s t r e g i m e s . T h e l o n g t e r m 

r " U s t  b e 
C Q t o^O l i b e r a l i sl i b e r a l i s ee s e r v i c es e r v i c e ss w h ew h e r e v e r p o s s i b l e ­ w h e r e f o r e i g n 

^ i t
 i o n 


l s
 f a i r a n d B r i t a i n ' s i n t e r e s t s a r e n o t p r e j u d i c e d . 


0 v e
 r s e a s m a r k e t ss a r e a l r e a d y f a i r l y o p e n , n o t a b l y t h e U n i t e d 


T h e 

e
 E u r o p e a n C o m m u n i t y o f f e r s t h e b e s t c h a n c e f o  r f u r t h e r 


i s a
 t i 0 .
n
 

T h e R e g i o n a l A i  r S e r v i c e s D i r e c t i v e  o f 1 9 3 3 w a s a v e r y 

e d 


s t e r 

i n
 t h e r i g h t d i r e c t i o n , a l l o w i n g s m a l l e r a i r l i n e s m o r e 


t o - 1 

m o u n t c 

...... s e r v i c e s b e t w e e n t h e r e g i o n a l a i r p o r t s  i n t h e C o m m u n i t y . 
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e
  G o v c r n i n c n t h a s w e l c o m e d t h e E u r o p e a n C o m m i s s i o n ' s S e c o n d M e m o r a n d u m o n 


a
 C o m m u n i t y A i  r T r a n s p o r t P o l i c y w h i c h s h o u l d p r o v i d e t h e b a s i s f o  r 


0 r t
 h v / h i i  l i b e r a l i s a t i o n , t h o u g h  i t d o e s n o  t g o f a  r e n o u g h . T h e 
e


V  e  r n m e n t  i  s e e k i n g t  o p e r s u a d e o t h e r m e m b e r s t a t e s t h a t t h  e C o m m u n i t y 
s


s h o u l d 

r
 > a p i d l y m o v e t  o a l i b e r a  l a v i a t i o n m a r k e t . 


A t t h e s a m e t i m e t h  e G o v e r n m e n t i  s s e e k i n g t  o n e g o t i a t e m o r e l i b e r a  l 


u
 a t e r a ] . r e g i m e s w i t h o t h e r m e m b e r s t a t e s . T h e n e w a r r a n g e m e n t s a g r e e d 

v ' i . t h 


x n e
 N e t h e r l a n d s a l l o w a n y B r i t i s h o r D u t c h a i r l i n  e s u p p o r t e d b y i t  s 

G ° v e  r 

n m e n t t  o m o u n t n e w s e r v i c e s b e t w e e n t h  e t w o c o u n t r i e s a  t w h a t e v e r 


x y
  i t t h i n k s a p p r o p r i a t e a n d t  o c h a r g e a n y f a r e s a p p r o v e d b y t h e 

c ° U n t r 


y i r  » w h i c h t h e t r a f f i  c o r i g i n a t e s . T h e G o v e r n m e n t b e l i e v e s o t h e r 


s t a t e s w i l  l a l s o c o m e t  o r e c o g n i s e t h e n e e d f o  r l i b e r a l i s a t i o n . 


The r-! . 
^ ~ ~ ~ ~ ~ ; ! i J i y i ^ a _ t i o n A u t h o r i t y ' s R e v i e w 


u  . T 

n e
 G o v e r n m e n t p l a n s t  o p r i v a t i s e B r i t i s  h A i r v / a y s e a r l y i  n 1 9 3 b . I  t 

h ^ s a 

d o m i n a n t p o s i t i o n i  n t h e i n d u s t r y , b e c a u s e o  f i t  s s i z e a n d i t  s 


l n
 6 b a s e a  t H e a t h r o w , t h  e w o r l d ' s b u s i e s t i n t e r n a t i o n a l a i r p o r t . 


But 0  V 

e r t l  i e
  i  t e  n y e a r s , t h  e o t h e r B r i t i s  h a i r l i n e s h a v e a c c o u n t e d f o  r 
a s t


• 6 r o v / i 
n 

n
 £ s h a r e o  f t h  e i n d u s t r y ' s a v a i l a b l e o u t p u t , t h o u g h t h e i r n e t w o r k s 


Of 

c h e
 < l u l e d s e r v i c e s i n c l u d e m a n y r o u t e s w h i c h B r i t i s  h A i r w a y s h a s 


'  0 r
 a r e o n e s i  n w h i c h i t  s i n t e r e s t i  s m a r g i n a l . B r i t i s  h A i r w a y s 


a n  e c e n t y e a r s m a d e s u b s t a n t i a l i m p r o v e m e n t s i  n i t  s e f f i c i e n c y a n d 
c 
 Perf 

 I  0 
  e r m a n c e . T h e i n d e p e n d e n t a i r l i n e s f e a r t h a t a m o r e 
f f .

l c i
 e n t 
 a n d
 m o r e c o m p e t i t i v e B r i t i s h A i r w a y s c o u l d o v e r w h e l m t h e m 


fear f e a r  s 
o u l d n e e d t  o b e r e c o g n i s e d e v e n i  f B r i t i s h A i r w a y s w e r e t  o 


"  i n t h e 
P u b l i c s e c t o r . 
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12. T  h 


e
 G o v e r n m e n t i  s c o n c e r n e d t  o e s t a b l i s h a s f r e e a m a r k e t a s p o s s i b l e 


l n  c i
 - v i l „ • 

a i r t r a n s p o r t b u  t o n e i  n w h i c h a m u l t i - a i r l i n e i n d u s t r y c a n 


a n d prosper. I  t i  s n o p a r t o  f G o v e r n m e n t p o l i c y t  o p r o t e c t t h e 

e
 n t .  B - Q B r i t a i n '  s a i r l i n e s h a v e a r i g h t t  o e x p e c t a
u t  a
 

" l a r k e d w  h  ­
l c
 h  i s n o t o n l y c o m p e t i t i v e - a n d o n e i  n w h i c h c o m p e t i t i o n i  s 


f a i  r
 - b 

a l s o a l l o w s t h e m t  o o p e r a t e i  n a s t a b l e r e g u l a t o r y e n v i r o n m e n t . 


W f i  S
 t  o n 

m e e t t h o s e c o n c e r n s t h a t t h e S e c r e t a r y o  f S t a t e f o  r T r a n s p o r t 


a S k e  d th 
0
 C i v i  l A v i a t i o n A u t h o r i t y t  o r e v i e w t h  e i m p l i c a t i o n s o  f 


P^ivati 
l n
 g B r i t i s  h A i r w a y s f o  r c o m p e t i t i o n a n d t h e s o u n d d e v e l o p m e n t o  f 


the i 
]ndustrv 


• y « T h e G o v e r n m e n t i  s g r a t e f u  l b o t h t  o t h e A u t h o r i t y f o  r i t  s 


d e t a i l e
 « a n d ,-h 

u i o r o u g h w o r k a n d t  o t h e m a n y i n t e r e s t s , a i r l i n e s a n d o t h e r s , 


w l * c 0 n t r > l 

e d t h e i r i d e a s d u r i n g t h  e A u t h o r i t y ' s c o n s u l t a t i o n s . 


T h  rn- •
e


a m c o n c l u s i o n s a n d r e c o m m e n d a t i o n s o  f t h e A u t h o r i t y ' s r e p o r t 


Thero u ­
° s h o u l d b e s o m e r e d u c t i o n i  n t h e r e l a t i v e s i z e o  f B r i t i s  h 


i r w a y s s o t h a t o t h e r a i r l i n e s h a v e a d e q u a t e o p p o r t u n i t y t  o 


a n d p r o s p e r i n c l u d i n g a  t l e a s t o n e a i r l i n  e f  i  t t  o r e p l a c e 

B i * i + - - ; . 


i s n A i r w a y s o n a n y m a j o r i n t e r c o n t i n e n t a  l r o u t e s h o u l d t h e 


e e
 d a r i s e . A d d i t i o n a l c o m p e t i t i o n b y B r i t i s h a i r l i n e s o n i n t e r ­

n
 t i n e n t a l r o u t e s s h o u l d b e l i c e n s e d w h e r e v e r p o s s i b l e . 


(2) i 

* c o n t i n e n t a l r o u t e s t  o S a u d i A r a b i a a n d H a r a r e s h o u l d b e 


t ^ a n s f rv 


• e r r e d f r o m B r i t i s  h A i r w a y s a  t H e a t h r o w  t o B r i t i s  h 


C a l e
 d o 
n i a n  a t  G a t w i c k > 
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t h e A u t h o r i t y , a c t i n g w i t h i n e x i s t i n g p o l i c i e s a n d p o w e r s , w i l  l 


s e e k  t o i n c r e a s e t h  e r a n g e a n d m a r k e t p e n e t r a t i o n  o f E u r o p e a n 


s c h e d u l e d s e r v i c e s f r o m G a t w i c k . 


4) B r i t i s h A i r w a y s ' s c h e d u l e d s e r v i c e r o u t e s f r o m G a t w i c k s h o u l d b e 

" t a k e n o v e r b y o t h e r B r i t i s  h a i r l i n e s . 

^ British A • 

• - ' • o n A i r w a y s E u r o p e a n r o u t e s f r o m p r o v i n c i a l a i r p o r t s s h o u l d 

e
 t a k e n o v e r b y o t h e r B r i t i s h a i r l i n e s . 


(  6  >
 T h e G o v e r n m e n t s h o u l d t a k e s p e c i f i c p o w e r s  t o g i v e e f f e c t  t o t h  e 

^a l loca t ion  o f r o u t e s i  n r e c o m m e n d a t i o n s ( 2 )  , ( 4  ) a n d ( 5 ) a b o v e . 

T h e s e p o w e r s s h o u l d t h e n l a p s e . 

( ? )
 T h e G o v e r n m e n t s h o u l d l o o k a g a i n  a t t h  e p o s s i b i l i t y o  f i n c r e a s i n g 


a v a i l a b l e c a p a c i t y  a t H e a t h r o w a n d G a t w i c k . 


( 8 )
 ^ v i s i o  n s h o u l d b e m a d e f o  r a c c e s s  t o H e a t h r o w f o  r c o m p e t i n g 


^ r v i c e  s o n t h o s e  o f B r i t i s  h A i r w a y s - d o m e s t i c t r u n k r o u t e s w h e r e 


d i
 ^  c  t c o m p e t i t i o n d o e s n o  t a l r e a d y e x i s t ,  i f n e c e s s a r y b y 


E d u c i n g B r i t i s  h A i r w a y s ' f r e q u e n c i e s . 
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n e A u t h o r i t y w o u l d f a v o u r a s t r e n g t h e n i n g  o f i t  s a i  r t r a n s p o r t 


l i c e n s i n g s  i n ordt
g powerp o w e r s  i n o r d e r  t o p r o m o t e t h e s o u n d d e v e l o p m e n t 


° f a c o m p e t i t i v e B r i t i s h a i r l i n e i n d u s t r y a n d d e a l w i t h 


a n t i - c o m p e t i t i v e b e h a v i o u r . 


(10)  T h 

m e A u t h o r i t y d o e s n o t p r o p o s e a n y i m m e d i a t e r e s t r i c t i o n 


o r i B r i t i s h A i r w a y s '  o r B r i t i s h A i r t o u r s ' c h a r t e r o p e r a t i o n s 

b u t , g i v e n a s t r e n g t h e n i n g  o f i t  s p o w e r s , w i l l n o t h e s i t a t e 


t ° s e t a q u a n t i t a t i v e l i m i t  t o t h e i r p e n e t r a t i o n  o f t h e 


h o l i d a y c h a r t e r m a r k e t  i f  i t  i s s h o w n t h e r e  i s a b u s e  o f 


a
 d o m i n a n t p o s i t i o n . 


(11) tp, 

A r  > e A u t h o r i t y p r o p o s e s  t o i n t r o d u c e ,  o n a t w o - y e a r e x p e r i m e n t a l 


b a s i s ,  a n a r e a f a c i l i t y a l l o w i n g a i r l i n e s  t o s e r v e a n y 


d o m e s t i c r o u t e o t h e r t h a n t h o s e s p e c i f i c a l l y e x c l u d e d . 


(12)  T h 

i e
 A u t h o r i t y p r o p o s e s  t o c e a s e r e g u l a t i n g d o m e s t i c a i  r 


f a r
 e s b u t w i l l  s t i l l r e q u i r e f a r e s  t o  b e f i l e d w i t h  i t 


S o
 t h a t  i t c a n i n t e r v e n e  t o p r e v e n t p r e d a t o r y  o r m o n o p o l y 


P r i c i n g .  i t w i l l c o n s u l t t h e C h a n n e l I s l a n d s a n d I s l e 


M a n b e f o r e e x t e n d i n g t h e n e w a r r a n g e m e n t s  t o t h e m . 
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The G o v e r n m e n t ' g r e s p o n s e 


V i s i o n s  o n t h e A u t h o r i t y ' s r e p o r t a r e n o w r e q u i r e d . T h e r e h a s 

i l 1 e  v i t ab i „ , the outcome of the 

.  . industry about tne 
K n  

n t h e

y been uncertainty _ ^  a n  d thei rf u t u r  c

A i rune , have found  i t d i f f i c u l t to P , • the 
^Ployees have not unnaturally been anxious. 
Privatisation of Br i t i sh Airways must be resolved. 

B^i2hM^ • _ a u c t i o  n  i n 
*• The Government has decided that there w i l  l 

» . '  relat ive.  , Q  t n rest of the industry*B r i t  i s  h Airways  size  to  .t n e  b 

d should continue wn 

are , „  provided they have tnea r 1

t h  e industry. 

V> n P , these routes is sufficient 

-w-g Br i t i sh a i r l ines .  I t 18 

both b i l a t e ra l ly and. as oarpartt of the l ibera l i sa t ion 

in the European Community. 

17, 
C o r
'• .. " p e t i f 


l nw
^ i ^ . - .. ° o u l d d e v e l o p m a i n l y , b u t n o t e x c l u s i v e l y , b e t w e e n
. i (


a x Heathrow a n d B r i t i s h C a l e d o n i a n  a t G a t w i c k . T h a t w o u l d 
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be  d g „  . 

i P a b l e n o t . o n l y because  o f i t  s direct b e n e f i t s b u  t a l s o  t o help t h  e 

^ • 0 P t o e n t o  f G a t w i c k a s a m a j o r c e n t r e o  f i n t e r n a t i o n a l operations. 
G f ,tv/ick ha • 


" a s d e v e l o p e d r a p i d l y a s a m a j o r h u b a i r p o r t f o  r L o n d o n o v e r t h  e 

last g 

^ e v e n y e a r s , a n d n o w o f f e r s a w i d e r a n g e o  f s e r v i c e s . I t  s 


e n
 t a s a m a j o r a i r p o r t w i l  l b e e n c o u r a g e d further b y t h  e 

k t h e n i n g  o f B r i t i s  h C a l e d o n i a n a n d b y t h  e i m p o s i t i o n , f r o m t h  e e n d o  f 

1 9 8 5 


o f
 a l i m i  t  o f 2 7 5 , 0 0 0 a i  r t r a f f i  c m o v e m e n t s a  t H e a t h r o w . T h e 

p 

e  r  n m e n t H-K 
^ n e r e f o r e w e l c o m e s t h  e A u t h o r i t y ' s i n t e n t i o n  t o s e e k , t h r o u g h 

i t s J 

e n s i n g d e c i s i o n s , t  o i n c r e a s e t h  e r a n g e a n d p e n e t r a t i o n o  f E u r o p e a n 

S C h e
 ^ l e d q . 


« . . . e r v i c e s f r o m G a t w i c k . 


18, 

G o v e r n m e n t c o n s i d e r s t h a t t h  e d e v e l o p m e n t  o f G a t w i c k v ; i l l b e 


h e l P C d
 i f R • i • 
B r i t i s h A i r w a y s c o n t i n u e s t  o o p e r a t e s c h e d u l e d s e r v i c e s t h e r e . 

V1n.rr g . , , 

• L  c a m ' s l a r g e s t a i r l i n  e w o u l d o n l y d i m i n i s h G a t w i c k ' s s t a t u r e , 

Petition a n d p r e v e n t B r i t i s h A i r w a y s f r o m o f f e r i n g d i r e c t 

ice  .L. s

° s o m e p o i n t s i  n t h  e U S A . T h e G o v e r n m e n t i  s n o  t t h e r e f o r e a b l e 


a c c e p t 

t h e A u t h o r i t y ' s r e c o m m e n d a t i o n t h a t B r i t i s  h A i r w a y s ' 


S e r
 . v i c e  s  a t G a t w i c k s h o u l d b e t r a n s f e r r e d t  o o t h e r a i r l i n e s . I  t 
n 

Pes 

•instead iu 
c h a t B r i t i s h A i r w a y s w i l  l f u r t h e r d e v e l o p i t  s G a t w i c k 


dej 
P r t e t h  e p e n a l t y  i t s u f f e r s f r o m s p l i t t i n  g i t  s L o n d o n - b a s e d 
°Pe. rat 

i o n s
 b e I - " 

P c w e e n t w o a i r p o r t s . / I  n o r d e r t  o r e d u c e t h  e p e n a l t y , t h  e 


e
^ * t i s » 


6 . P r e p a r e d  t o a l l o w B r i t i s  h A i r w a y s  t o m o v e i t  s s c h e d u l e d 


i  C  e 
  * t o M , • 

' a c r i d , B a r c e l o n a a n d L i s b o n f r o m G a t w i c k  t c Heathrow o n 

n
°  t h a t 

c

He,.,  E f f i c i e n  t o  f i t  s o t h e r s c h e d u l e d s e r v i c e s a r e m o v e d f r o m 

° W a i  r t
 t o Q 

A i  G a t w i c k  t o e n s u r e n o n e  t i n c r e a s e i  n t h  e l e v e l  o f B r i t i s  h 


a n s
h P ° r t m o v e m e n t s  a t H e a t h r o w .7 
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18. 

l  e
 A u t h o r i t y r e c o m m e n d e d t h a t B r i t i s h A i r w a y s ' r e g i o n a l r o u t e s t  o 

should be corapulsorily t r a n s f e r r e d t  o o t h e r a i r l i n e s . The m a i n 

a r &
 ^ t f o .
s
 t h i s a r e t h a t t h  e s m a l l e r i n d e p e n d e n t o p e r a t o r s s h o u l d b e 


2 i v e  n 


S w e a t e r o p p o r t u n i t i e s t h a n t h e y n o w h a v e ; t h a t t h e y c o u l d d e v e l o p 


v
 i c e s m o r e c i n g l e - m i n d e d l y t h a n B r i t i s  h A i r w a y s ; a n d t h a t s u c h 

tr 

w o u l d b e a w a y o  f r e d u c i n g B r i t i s h A i r w e i y s ' r e l a t i v e s i z e 

v ' i t h , 
Out  ­ 1M

' • e a i c e n i n g i t  s H e a t h r o w n e t w o r k . B r i t i s h A i r w a y s i  s t h  e m a j o r 

^ov i icier­ o f s e r v i c e r , t  o E u r o p e f r o m B r i t a i n ' s r e g i o n a l a i r p o r t s , 


f r o m M a n c h e s t e r a n d B i r m i n g h a m A p a r t f r o m B r i t i s  h 

c a  i 


e ^ h  i a n 

' W h i c h n o w o n l y o p e r a t e s E u r o p e a n s e r v i c e s f r o m G a t w i c k , t h  e 

ePenck 


. t a i r l i n e s a l s o h a v e a g r o w i n g r o l e . T h e y h a v e d e v e l o p e d r o u t e s 


U m b e r o  f a i r p o r t s e i t h e r o n t h e i r o w n i n i t i a t i v  e o  r f o l l o w i n g 


* S w a y s ' w i t h d r a w a l f r o m r o u t e s . T h e G o v e r n m e n t h a s r e c e i v e d 


P r e s e n t a t i o n s f r o m l o c a l a u t h o r i t i e s a n d o t h e r i n t e r e s t s t h a t 


i t l s
 h A i 

W a y s s h o u l d r e t a i n i t  s r e g i o n a l p r e s e n c e . 


n
 b a i « • 

j . •L «nce| t h  e G o v e r n m e n t h a s d e c i d e d n o  t t  o a c c e p t t h  e A u t h o r i t y ' s 

. A t r a n s f e r  o f r o u t e s w o u l d n o  t i  n i t s e l  f i n c r e a s e 

N e t
 i  t 
  i o n 


c i n c ^
j \ '  t h e r e i  s a r i s k t h a t w i t h o u t t h  e m a j o r a i r l i n  e o p e r a t i n g 


a n c
 h e s t f > • 

e
 r a n d B i r m i n g h a m b o t h a i r p o r t s w o u l d b e c o m e l e s s a t t r a c t i v e . 


A i r , . 

r w
 a y s a n d t h  e i n d e p e n d e n t a i r l i n e s s h o u l d i n s t e a d c o m p e t e i  n 


* t i  s o p e n t  o t h e i n d e p e n d e n t s t  o c h a l l e n g e B r i t i s  h A i r w a y s 


S e e k i  ^  e t o 

c 0 r t i p ^ " r e p l a c e  i t o n r o u t e s i  f i  t s e r v e s t h e m i n a d e q u a t e l y ,  t o 


With i  t 
°n t h o s e r o u t e s o  r t  o d e v e l o p c o m p l e t e l y n e w r o u t e s . T h e 

lines m a y b e m u c h b e t t e r a b l e t h a n B A t  o o p e r a t e t h e s e r o u t e s 

flovro " e f f e c t i v e l y . B u t i n e v i t a b l y t h e r e a r e c o s t s i  n c
 l DPih 
e
'  b o t h 
n e w r o u t e s a n d r o u t e s i  n c o m p e t i t i o n w i t h a l a r g e 
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e8tabXi£ 
hcxl a i r l i n e . B r i t i s h A i r w a y s h a s o f f e r e d  t o h e l p t h  e i n d e p e n d e n t s 


o a v a i l a b l e to a n y a i r l i n e pother than BCal7 u p t o £ 4 5 0 , 0 0 0 p e  r 
f ° U t e spread
a d o v e r 3 y e a r s t o m e e t s o m e o  f t h  e d e v e l o p m e n t c o s t s a n d t  o h e l p 


t h e r  n
 With 

" s u p p o r t i n g s e r v i c e s . T h e o f f e r i  s c o n f i n e d  t o a maximum o  f 1 5 

b U
 P p o r t i n g s e r v i c e s . T h e o f f e r i  s c o n f i n e d  t o a m a x i m u m o  f 1 5 


orn t h  e 6 r e g i o n a l a i r p o r t s a  t w h i c h B r i t i s h Airways c u r r e n t l y 

0 p e r a t e s , t 

' w h e t h e r t h e y a r  e c o m p l e t e l y n e w r o u t e s o  r r o u t e s o n w h i c h 

M t i
 * h A n . 

1 J 
  - r w a y s i t s e l  f f l i e s . T h e G o v e r n m e n t n o w l o o k s  t o B r i t i s h 
to ce i a r r y f o r w a r d i t  s p r o p o s a l s i  n d i s c u s s i o n w i t h a n y i n t e r e s t e d 


who o b t a i n t h  e n e c e s s a r y l i c e n c e s f r o m t h  e A u t h o r i t y , 

- • ^ j ^ g n t a l S c h e d u l e d S e r v i c e s 


s h A i r w a y s a n d B r i t i s h C a l e d o n i a n t h  e U K h a s t h  e a d v a n t a g e , 


o u t s i d e t h  e U n i t e d S t a t e s ,  o f t w o a i r l i n e s c a p a b l e o  f 


&*an 

s a 
n e t w o r k o  f l o n g h a u l , i n t e r c o n t i n e n t a l s e r v i c e s . T h e 


W i l l t a k e a l  l a p p r o p r i a t e o p p o r t u n i t i e s  t o n e g o t i a t e w i t h t h  e 


C o v e r ­rnments c o n c e r n e d d u a l d e s i g n a t i o n s a n d o p p o r t u n i t i e s f o  r  l s s e 

Get 

C°mpeti-1 t i t i o  n ( s u c h a s d e s i g n a t i n g t w o B r i t i s h c a r r i e r s o n r o u t e s  t o

"iff, 


P o i n t s i  n t h  e s a m e c o u n t r y ) . B u t , f o  r t h  e r e a s o n s e x p l a i n e d 


le r 
 i n 
 t h i s W h i t e P a p e r , p r o g r e s s o n t e r m s a c c e p t a b l e  t o t h  e U K i  s 


T h e 

i  y  i  l A v i a t i o n A u t h o r i t y p r o p o s e d t h e n t h  e G o v e r n m e n t s h o u l d t a k e 


to 

c 0 u t o r y p o w e r s t  o t r a n s f e r c e r t a i n s o l i d l y p r o f i t a b l e in ter­
in 


" o u t e s f r o m B r i t i s h A i r w a y s  t o B r i t i s h C a l e d o n i a n . T h e a i m 

'°U1 ­

i^., strengthen t h  e l a t t e r a s a p o t e n t i a l c o m p e t i t o r , d i r e c t o  r •at* 
ect; 
1  1
 t  o m a k e i  t b e t t e r a b l e t  o r e p l a c e B r i t i s h A i r w a y s o n a 
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i n t e r n a t i o n a l r o u t e , s h o u l d t h  e n e e d a r i s e . W h i l e t h  e G o v e r n m e n t 


g e n e r a l l y w i t h t h e s e o b j e c t i v e s , i  t c o n s i d e r s t h a t t h  e A u t h o r i t y ' s 


J
 f o  r c o m p u l s o r y r o u t e t r a n s f e r s w o u l d b e e x c e s s i v e l y d i s r u p t i v e 


t  0  B n t i s h A i r w a y s a n d w e n t f u r t h e r t h a n n e c e s s a r y  t o e n a b l e B r i t i s h 

a n
  t o t a k e a d v a n t a g e o  f n e w c o m p e t i t i v e o p p o r t u n i t i e s l i k e l  y  t o b e 


a
 b l e . I n s t e a d o  f c o m p u l s o r y t r a n s f e r s , t h  e G o v e r n m e n t f a v o u r s a 


r e c
 i p r o C i
a
 

a r r a n g e m e n t  t o s t r e n g t h e n B C a l f i n a n c i a l l y , u n d e r w h i c h e a c h 

9i,*line 


Would w i t h d r a w f r o m r o u t e s w h i c h t h  e o t h e r m i g h t t h e n t a k e u p . 


23. T  h 


e
 t w o a i r l i n e s h a v e a g r e e d  t o s u c h a n a r r a n g e m e n t . B r i t i s h 

A i r > 
  w a y s . 


«S a g r e e d  t o w i t h d r a w f r o m J e d d a h a n d D h a h r a n i  n S a u d i A r a b i a . 
The  Q Q  V 

r n n i e n t i  s r e a d y , s u b j e c t  t o t h  e l i c e n s i n g p r o c e s s e s ,  t o d e s i g n a t e 

f i t  ish C a, . . 


^ l e a o n i a n a s a B r i t i s h c a r r i e r i  n p l a c e o  f B r i t i s h A i r w a y s o n 


e  a
'  a n d t  o n e g o t i a t e w i t h t h  e S a u d i a u t h o r i t i e s  t o o b t a i n r i g h t s 


i  t tn C 
s e r v e R i y a d h . F o r i t  s p a r t , B r i t i s h C a l e d o n i a n p r o p o s e s  t o 


V i t h^aw f 

r0m A t l a n t a i  n t h  e U S A a n d f r o m i t  s S o u t h A m e r i c a n r o u t e s . I  t 
"Hi 


s u r r e n r l 


i a e r i t  s l i c e n c e s  t o M o r o c c o , w h i c h i  t c u r r e n t l y d o e s n o  t u s e . 


'« B r i t i s h C a l e d o n i a n w i l  l n o  t o p p o s e B r i t i s h A i r w a y s ' l i c e n c e 


c o s e r v e O r l a n d o a n d T a m p a i  n t h  e U S A . T h e G o v e r n m e n t i  s 


1  a
 £ a i n u • 


 s u b j e c t  t o t h  e l i c e n s i n g p r o c e s s e s ,  t o d e s i g n a t e B r i t i s h 

v ' a y 


A .


s 


, t h  e r e l e v a n t A i  r S e r v i c e s A g r e e m e n t s . I  t w i l  l n o w b e f o  r
t


 L O
u '  a p p l y  t o t h  e C i v i l A v i a t i o n A u t h o r i t y i  n t h  e u s u a l w a y f o  r 

f e n c e s  * * 

S 1 . " * » e y r e q u i r e . T h e e f f e c t o  f t h e s e t r a n s f e r s w o u l d b e t  o 


n e t h e  n B • 
r i
sv, t i s  h C a l e d o n i a n w i t h i n c r e a s e d a n n u a l p r o f i t s e s t i m a t e d  a t 


i n e
 r e d u c t i o n i  n B r i t i s h A i r w a y s ' p r o f i t s w o u l d b e o  f t h  e 
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24, 

n < 5 a n
v i t a b l y ,  e x c h a n g e o n t h e s e l i n e s w o u l d m e a n t h a t t h e E x c h e q u e r 


and 
the 

t a x p a y e r w o u l d x ^ e c e i v e l e s s o n t h e p r i v a t i s a t i o  n o f B r i t i s h 


w i a n w o u l d o t h e r w i s e b e t h e c a s e , o t h e r t h i n g s b e i n g e q u a l . B u t 


the 
Go v 

P r u r i e n t c o n s i d e r s t h a t s o m e r e d u c t i o n i  n t h e p r o c e e d s o  f s a l e i  s 


Justif­

i e d h y t h e b e n e f i t t  o t h e c o n s u m e r f r o m s t r e n g t h e n i n g B r i t i s  h 


Cal 
n
 i a n  a  c o m p e t i t o r t  o B r i t i s h A i r v / a y s o n i n t e r n a t i o n a l r o u t e s , a n d 
s a


th 
l  e
  D e n e f j - | . + 


L
 t  o t h e e c o n o m y o  f k e e n e r a n d m o r e e f f i c i e n  t c o m p e t i t i o n w i t h 


a i n i fies c a r r i e r s . T h i s a g r e e m e n t s h o u l d p r o v e o f a d v a n t a g e t  o b o t h 

a n d s h o u l d a v o i d u n d u e d i s r u p t i o n f o  r t h e i  r n e t w o r k s a n d t h e 

c ° n c e r n e d . T h e G o v e r n m e n t l o o k s t  o b o t h a i r l i n e  s t  o s m o o t h t h e 


t r 
o n 
> s o f a  r a s p o s s i b l e , f o  r t h e t r a v e l l i n  g p u b l i c a n d f o  r t h e 


u
  c ° n c e r n e d , 
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T h 0 U c r K c 

a
 n e x c h a n g e o n t h e s e l i n e s w o u l d n o t i  n i t s e l  f i n c r e a s e d i r e c t 

con,, Petit ion 

i i  t w i l  l p l a c e B r i t i s h C a l e d o n i a n i  n a s t r o n g p o s i t i o n t  o t a k e 

o f t h e f u r t h e r o p p o r t u n i t i e s f o  r d u a l d e s i g n a t i o n o  f B r i t i s  h 


es 

0 n
 E u r o p e a n a n d l o n g h a u l r o u t e s w h i c h t h e G o v e r n m e n t i  s 


C°^itt 
e  d to 

s e e k . B u t c o m p e t i t i o n n e e d n o t b e s o l e l y b e t w e e n B r i t i s  h 


A i l  ^ y 
s 

n d
 B r i t i s h C a l e d o n i a n . T h e G o v e r n m e n t s w e l c o m e s t o o t h e 


o n 
 s u i t a b l e r o u t e s o f s p e c i a l i s t c a r r i e r s w h o c a n p r o v i d e 

e * t r B 


c h
 a l l e n g   t  o t h e e s t a b l i s h e d a i r  l mes
e . 
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8t*S_^eryices 

The ' 
United K i n g d o m  i s t h e o n l y s i g n i f i c a n t m a r k e t  i n which t h e r e 
is the 


f r e e d o m  t o l i b e r a l i s e a i  r t r a n s p o r t w i t h o u t t h e c o n s t r a i n t s 


D y a g r e e m e n t s w i t h o t h e r c o u n t r i s . T h i s W h i t e P a p e r h a s 


P o i n t e d  t o t h e b e n e f i t s  o f c o m p e t i t i o n  o n d o m e s t i c s e r v i c e s 


"na *v_for 
t h a t r e a s o n t h e G o v e r m e n t s t r o n g l y e n d o r s e s t h e A u t h o r i t y ' s 


al 

* ° i n t r o d u c e , i n i t i a l l y  a s  a n e x p e r i m e n t f o  r t w o y e a r s , 


c e n s i n g f a c i l i t y a l l o w i n g a i r l i n e s  t o f l y  , s u b j e c t  t o c e r t a i n 

e P t 
i o n  s 


> b e t w e e n a n y t w o p o i n t s  i n t h e U K . T h i s w i l l  b e  a n i m p o r t a n t 

Bp 


l o w i n g o u r d o m e s t i c a i r l i n e s  t o d e v e l o p s e r v i c e s b a s e d  o n 

c u s t or,ier 


n
 e e d .  T G o v e r n m e n t a l s o we.l c o m e s t h e A u t h o r i t y ' s p r o p o s a l
n e


d o r n e s t i  o r 
l a r e s s h o u l d  n o l o n g e r r e q u i r e s p e c i f i c a p p r o v a l . 


2?. 
w i t h i n 

E u r o p e , t h e c h a r t e r m a r k e t  i s a l r e a d y v i r t u a l l y a f r e e m a r k e t
in 
w h i c h  a i 


i r l i c o m p e t e u n h a m p e r e d  b y G o v e r n m e n t r e g u l a t i o n .
n e s  c a n


6 s P i t  e the 
c o n c e r n e x p r e s s e d  b y t h e c h a r t e r a i r l i n e s a b o u t t h e i m p a c t a
to ati se
a 


B r i t i s h A i r w a y s c o u l d h a v e  o n t h e i r a c t i v i t i e s , t h e G o v e r n m e n t
Is 
^ t a n t 1- • 

K ° i n i t i a t e measures which d i r e c t l y r e s t r i c t the present 

e
 l  o f 


,  c ° m p e t i t i ,o n . T h e G o v e r n m e n t t h e r e f o r e a g r e e s w i t h t h e A u t h o r i t y 

^  t o 


b a n 

3h A i r w a y s f r o m w h o l e p l a n e c h a r t e r s ,  o r  t o r e q u i r e
IN ^ i s h 


A i r t 0 > 

, r
 s  t o  b e d i s b a n d e d  o r s o l d s e p a r a t e l y w o u l d n o t b e n e f i t 


P e t i t
 i o  .
n  0 r  t
 

n e
Of  c o n s u m e r .  I n t h e G o v e r n m e n t ' s v i e w a b u s e  b y a n y a i r l i n e 

d
 O r  , i i ,  . ,
n a n n


Sh  P o s i t i o n  i n t h e c h a r t e r m a r k e t  i s b e s t d e a l t w i t h  b yn

C l f i c 
 'S a g a i n s t a n t i - c o m p e t i t i v e b e h a v i o u r . P r o v i d e d t h e 

8afeguardE 

a r e
Si1  e f f e c t i v e , t h e G o v e r n m e n t b e l i e v e s t h e r e  i s n o n e e d tto
o
Sir out c )
i a r t e r s f o  r s p e c i a l t r e a t m e n t . 
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Safeguards against nnt.i-competitivg behavLoUr 


28. 

C i v n 


A v i a t i o n Authority's r e p o r t d r e w a t t e n t i o n t  o t h  e n e e d L o d e a l 
v ' i th a n t •"•-competitive b e h a v i o u r . T h e Government a g r e e s t h a t  i t i  s 

e s s  e n t  i 


?' t h  e A u t h o r i t y i  s able to d o t h i s . T h e A u t h o r i t y w i l  l r e m a i n 

the 

a i n
 r e g u l a t o r  o f t h  e c i v i  l ta i r t r a n s p o r t industry and t h e r e f o r e the 

Pr "inoi l P a l b u l 


w a r k a g a i n s t a i r l i n e s a c t i n g i  n a p r e d a t o r y f a s h i o n t o w a r d s 

th 

° 0  m  P e t i t o r s . H o w e v e r , t h  e G o v e r n m e n t i  s s a t i s f i e d t h  e A u t h o r i t y 


a d v
 h ­

a s
Pre  s u f f i c i e n t p o w e r s  t o a c  t a g a i n s t a n t i - c o m p e t i t i v e a n d 

n e
 d a t o r y i 

behaviour i  n t h  e i n d u s t r y . T h r o u g h t h  e l i c e n s i n g s y s t e m , t h  e 


A u t h ° r i t  y
 c 


a n
 a t t a c h a p p r o p r i a t e c o n d i t i o n s  t o a n a i  r t r a n s p o r t l i c e n c e i  n 

the t 

interest * 

O L t >
  o f u s e r s . I  t c a n r e f u s e l o w e r p r i c e s  t o a n a i r l i n  e w h e r e 


g a r d i 
e s s o f 

y  c
 * n b e c r i s i n  g c o s t s , w i t h p r e d a t o r y i n t e n t ; a n d c u  t b a c k c a p a c i t y 

s h o w n  t o b e p r e d a t o r y ; i n c r e a s e p r i c e s w h i c h a r  e b e i n g f r o z e n , f r 

C 1 U e n c i e s
 d e s i g n e d  t o f o r c e o u  t r i v a  l a i r l i n e s . T h e G o v e r n m e n t i  s 


n g the A  . . X .  V 
u
 p r i o r i t y  t o u s e i t  s p o w e r s a c c o r d i n g l y . 


5 9 . 

Alth 


u
< ^  h t h  e G o v e r n m e n t r e g a r d s t h  e A u t h o r i t y a s t h  e p r i m a r y 


e n t 

a c t i n g a g a i n s t a n t i - c o m p e t i t i v e b e h a v i o u r , t h  e D i r e c t o r 


j ene r a i 

T r a d i n g a l s o h a s a b a c k u p r o l e . T h e G o v e r n m e n t i n t e n d s 


P a n
 d t h i 

a n d


C  o .  t o b r i n g c i v i  l a v i a t i o n m o r e i n t o t h  e m a i n s t r e a m  o f t h  e 

J R
 ^ t  i
 t i 
 o n 
 r u l e s 
 t h e y a p p l y  t o i n d u s t r y g e n e r a l l y . U n d e r t h  e 


u 0 R  iPet< 
o n 


c
 t 1 9 8 0 , t h  e D i r e c t o r G e n e r a l c a n a l r e a d y i n v e s t i g a t e a n d 

to 
 rera 

d y a n t i - c o m p e t i t i v e c o n d u c t i  n d o m e s t i c a i  r s e r v i c e s . U n d e r 
t h e 

-
' a i r T r a d 


l r  > g A c  t 1 9 7 3 t h  e D i r e c t o r G e n e r a l c a n r e f e r m o n o p o l y 


" h e M o n o p o l i e s a n d M e r g e r s C o m m i s s i o n , s u b j e c t  t o t h  e 
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^c^ei--,*, 
 o  f S t a t e ; f o  r T r a d e a n d I n d u s t r y ' s v e t o , w i t h a f e w e x c e p t i o n s 


l  r  ^ n £
 c i v i  l a v i a t i o n . T h e G o v e r n m e n t p r o p o s e s t  o g i v e h i m t h e p o w e r 

t o
  l n 


e s  t igate c h a r t e r s u n d e r t h e C o m p e t i t i o n A c t 1 9 8 0 a n d t  o r e f e r 

•» l u e s l i o n s c o n c e r n i n g b o t h c h a r t e r a n d d o m e s t i c s e r v i c e s t  o t h e 


, I o n o P o ] i , , 
c . 
B S a n d M e r g e r s C o m m i s s i o n u n d e r t h e F a i r T r a d i n g A c t . H e w i l  l 

h a v  e no 
s u c h p o w e r s i  n r e l a t i o n t  o i n t e r n a t i o n a l s c h e d u l e d s e r v i c e s b u  t 


e Go 
/ e r n m e n t w i l  l r e t a i n i t  s p r e s e n t p o w e r s t  o r e f e r a n y a s p e c t o  f c i v i  l 


a v i a U
  •
0 n

' i n c l u d i n g i n t e r n a t i o n a l s c h e d u l e d s e r v i c e s , t  o t h  e C o m m i s s i o n . 


The G q  v 

r h m e n t w i l  l l a  y t h e n e c e s s a r y S t a t u t o r y I n s t r u m e n t s b e f o r e 


aiHfji-jj- 4 . 
O e x t e n d t h e D i r e c t o r G e n e r a l ' s p o v / e r s . T h e D i r e c t o r G e n e r a l 


v'Ul the n h 

e
 a b l e t  o g i v e m o r e s u b s t a n t i a l s u p p o r t t  o t h e A u t h o r i t y  i n i t  s 


s
 t h e f  • 

u r s  t l i n e o  f d e f e n c e a g a i n s t a n t i - c o m p e t i t i v e b e h a v i o u r . 
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i 

The a i  r t r a n s p o r t l i c e n s i n g s y s t e m 


®> Where t h e o t h e r governments c o n c e r n e d choose t o f a v o u r t h e i r 

St* n J 

t  e
 a i r l i n e s by s u b s i d i s i n g them or r e s t r i c t i n g c o m p e t i t i o n i  t 

D  e
 i m p o s s i b l e to l i b e r a l i s e i n t e r n a t i o n a l s c h e d u l e d s e r v i c e s . 


Nor 

W L H i  t be p o s s i b l e t o d e r e g u l a t e d o m e s t i c s e r v i c e s c o m p l e t e l y 

g i V e n
 t h a t t h e r e c a n n o t be f r e e a c c e s s to a l  l t h e UK's a i r p o r t s . 

The 


to 
C i v i l A v i a t i o n A u t h o r i t y w i l l need to c o n t i n u e r e g u l a t i n g e n t r y 

I n a n  Y of t h e r o u t e s a i r l i n e s w i s h t o f l y  . 

T n e
3.1  A u t h o r i t i e s f a v o u r a s t r e n g t h e n i n g of t h e powers and 


"•"•eS i n o r d e r t o p r o v i d e t h e sound development of t he i n d u s t r y . 
The 

P t e s e n t s t a t u t o r y framework h a s , however, pr o v e d s u f f i c i e n t l y 

x i b l e and a d a p t a b l e to a l l o w t h e c o m p e t i t i v e development of 


9 i r ] j n 


n  e
 s e r v i c e s and w i l l i n t h e Government's view be s u f f i c i e n t t o 

p l e  n i e n t t h e p o l i c i e s i n t h i s White P a p e r . A f t e r v e r y c a r e f u l 


a e  t a t i o n t h e Government has c o n c l u d e d i  t i  s n e i t h e r n e c e s s a r y 

S l  r a b l e f o r t he A u t h o r i t i e s t o be g i v e n a duty t o promote 


the 


°und development of a c o m p e t i t i v e B r i t i s h a i r l i n e i n d u s t r y . 


^ s
 t h i s White Paper has made c l e a r , t h e Government b e l i e v e s 

i t  i s 

l  n
 t h e consumer's i n t e r e s t t o e n s u r e t h e r e a r e a number of 


i l  l 


With e 

n  t and p r o f i t a b l e B r i t i s h a i r l i n e s s t r o n g enough t o compete 

c h o t h e r d i r e c t l y o r i n d i r e c t l y where t h e o p p o r t u n i t y o c c u r s , 
l  V  e of whether t h e r e i  s a competing f o r e i g n a i r l i n e . I  t 

w
 

D  e
 p o s s i b l e t o s e c u r e d i r e c t c o m p e t i t i o n between B r i t i s h 


on e v e r y r o u t e . Even t h e n , t h e Government c o n s i d e r s t h e 

e * i s t e n C e 


ot a B r i t i s h a i r l i n e i n d i r e c t l y competing on o t h e r 

• ^utes CONFIDENTIAL 

' and a b l e t o t a k e o v e r a p a r t i c u l a r r o u t e i  f t h e a i r l i n e 295 
° p Q r  a t i  n • 


9 !  t s h o u l d withdraw, i  s a s p u r t o e f f i c i e n t s e r v i c e and 




m a r  k et - o r i e n t a t e d approach by the incumbent a i r l i n e  . I n the 


°Vernment's v iew, the A u t h o r i t y can g e n e r a l l y achieve a l  l t h i s 

r °ugh the l i c e n s i n g system w i t h i t  s present powers. 


33.  A n 

A p p e a l s from a l i c e n s i n g d e c i s i o n by the A u t h o r i t y are 
t e  i m i n e d by the Secretary of State f o r T ranspor t . Al though 

mu.st recognise t h a t the A u t h o r i t y has pr imary r e s p o n s i b i l i t y 
f ° r l i  ­

censing d e c i s i o n s , he w i l  l consider each case r e f e r r e d to him 
l s way on i t  s m e r i t s . Before d i r e c t i n g the A u t h o r i t y t o 

or vary any of i t  s d e c i s i o n s , he i s bound by the C i v i  l 
l 0 r i Act 1982 to have p a r t i c u l a r regard to the A u t h o r i t y ' s 

° W  n stat-n*-
L U t  ° r  y d u t i e s . Never the less , he may form h i s own judgement 

on ^ 
m e  r i t  s of the issues f a c i n g the A u t h o r i t y i n the l i g h  t of h i 

s P o n s i b i l i t i e  s and aga ins t the background of t h i  s White 

ne w i l  l not l i g h t l  y s u b s t i t u t e h i s own judgement f o r t h a t 

A u t h o r i t y , but the Secretary of State i s f ree t o do so where 
l s  t e n t l  y w i t h the s t a t u t e , there i s i n h i s o p i n i o n a 

8 u b s  t a n t i is 
A d  - i - reason f o r d i r e c t i n g the A u t h o r i t y t o reverse or vary *nY of 


i t s dec i s ions 

A i r p o r t s p o l i c y 

34 
The p-ii ,- T 

i V 1  1 A v i a t i o n A u t h o r i t y recommended t h a t the Government 
% w t a ,i s 

^ a i r p o r t s p o l i c y , p a r t i c u l a r l  y i n order t o g ive a i r l i n e  s 
Q  ^ °  r t  u n i t i e  s of using Heathrow f o r domestic s e r v i c e s . The 

e r r  in \ent h = 
nas r e a f f i r m e d the i n t e n t i o n announced by i t  s 

q

 b  t 0

0  impose an annual l i m i  t f o r envi ronmenta l reasons 
9 i r t r a n 

^ usport movements at Heathrow, when Terminal 4 comes °Pe r - f. • 
., 1 0  n next year . C o n s u l t a t i o n i s at present i n progress 
e W a  

Go 

the 
y i n which t h a t l i m i  t w i l  l be a d m i n i s t e r e d , and the 

nment W ]  - H take c a r e f u l account of the A u t h o r i t y ' s views 

' C l a i n g
 that quest ion 



35 
The longer term p r o v i s i o n o f a i r p o r t c apac i t y i n the London 

Q r e  a W i l l depend on the r e p o r t of the p lann ing i n q u i r y i n t o the 

appl icat ions t o develop Stansted or a l t e r n a t i v e l  y a f i f t  h t e r m i n a l 

Heathrow. The I n s p e c t o r ' s r e p o r t i s s t i l  l awai ted . U n t i  l the 

° V e  r n m e n t has had an o p p o r t u n i t y t o consider i t  , i  t cannot make 
n y changes i n the present p o l i c y f o r the London area a i r p o r t s . 

C0NcL U  s 
I O  N 


36. T h  . 

n i  s White Paper marks out the the way ahead f o r the a i  r 

P ° r t i n d u s t r y . I  t p rov ides a s t ab l e framework f o r the 
£ 0 T" 

e e  a b l  e f u t u r e . W i t h i n i t  , B r i t a i n '  s a i r l i n e  s can and must 
Advantage of present and emerging o p p o r t u n i t i e s t o compete 

° n f a i r t. 
terms. Only c o m p e t i t i o n w i l  l ensure a f low of i n n o v a t i v e 

ideas 

a n - d'  new management and market ing methods which i s e s s e n t i a l 

rf ° Br'r 
i t a i n '  s a i r l i n e  s t o keep t h e i r place i  n the w o r l d , and serve 

the t  r 

t r * v e l i e   w e l l . r

CONFIDENTIAL 



