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Thank you ~for your letter of 26 August expressing your
concern that the Government's desire to proceed as soon as
possible with the privatisation of British Airways might over-
look the consequences which this change would have for the
rest of the civil aviation industry. I can assure you that we
are most anxious to see a thriving and healthy airline industry
in this country and are Very concerned that our airlines should
recover as quickly as they can from the problems which have been
created for them by the economic recession. Indeed it is
because we have confidence in their ability to do so that we
believe British Airways will be more successful in the private

than in the public sector.

In your letter you speculate about various changes which
may be made to pave the way for privatisation. While some
re-organisation of British Airways' finances may be necessary,
the Government have not yet received nor approved any specific

proposals.

You suggest that some re-allocation of routes might be
of benefit to British Airéays as well as to your own company,
and 1 understand that you have recently given‘some specific
examples to JIain Sproat of route exchanges between your two
airlines which you have proposed to Sir John King. I am sure
that this is the most constructive and fruitful way for you to
Proceed, and if you are able to agree on some mutually acceptable
proposals to put to the Civil Aviation Authority, I, have no

/ doubt




yfully. Biffen in his reply
1681 explained why he did not think
itiate such redistribution, and 1

that that would be quite contrary tc

ght about in the Civil Aviation Act

made the Authority, rather than the Secretary of State

sible for policy on route licensing.

Finally may I thank you for your support for our stance in

the Falkland Islands dispute, and I am sorry that those evenis

have made life more difficult for you,
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Adam Thomson, Esq., C.B.E.
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From the Chairman’s office

Hon. Marg:
Minister,
;»owning Street,

oSN, SWd.

Dear Prime Minister,

] wrote to you on the 14+th August 1981 expre
bout the British Air Transport industry an
uppestions which I felt could place it on a sound basis
or the future. I received an acknowledgement from your
office and then a letter from John Biffen on the 30th
Septtmber 1981, whiqh Stated in the last sentence "I do
pot think that a major reorganisation of the nation's air
trantPOrt industry is necessary".
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I would like to see complete privatisation rather

aw part. However, I am concerned lest the consequences of
i« action on British Caledonian are not fully understood.
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1$X %as a disastrous year for the airline industry; 1981

was :20ther and in 1982 the hoped for réturn towards prosperity
s 30T materialised and the industry is in the throes of the

' crisis in its history; no 2irline is €xempt although some,

Sritish Caledonian, are faring better than Oothers. Ve

*stimating a return to profitability

this year and, had
been for the Falklands War, which had s £5M negative

on our profit, we would still be forecasting a profit
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3] < L C : inancial year end. hasten to
add my 1 suppc he Falklands ac
thankful I rime Minister with the courage
and convict do what was necessary. 'evVer, we are
now in a position where we shall be fortunate if we break-
even this year.
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I,atest world airline industry forecasts show significant
shortfalls between profits and the amount reguired to
service debts, indeed they indicate a worsening position

10

in 1983.

The British Airways' problem
through its inefficiency as
second, through an industry

airlines.

I can envisage the act ) King is taking changi
British Airways into a lean r, more effective
airline; I have read that this could be followed by £600M,
£700M or ¢800M worth of Government cash being injected, then
an attractive package being offered to the private sector.
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From the British United
A a ways the 60s British Caledonian
was formed in 1971; by i own efforts it has achieved an
acceptable international reputation for quality service.

by bit it has fought for route licences and built a netw

which has made it the biggest privately owned internatio
scheduled airline in Europe. British Caledonian is the
non-U.S. airline, which is completely privately owned,
competing on U.S. /Europe North Atlantic routes. We now

one of our main competitors about to receive massive GOVe
investment and support, on a scale never before contemp
without any apparent regard for the effect this will
undoubtedly have on the British private enterprise carrier
that has kept the flag flying in spite of all opposition for
the last twelve years. My suggestion is that, instead of

the Government simply endeavouring to find a solution for
British Airways, it should be considering what steps should be
taken in the interests of the British airline industry as a
whole and that means including British Caledonian.
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Prime Minister, our business is more complicated than most, it
is regulated nationally and internationally, the latter is
usually covered by Air Service Agreements between two countries
which, on most occasions, restrict the number of flights
operated per week, the fares that can be charged and even the
type of aircraft that will be permitted on the route. British
Government policies have lent one way and then the other since
the. end of the Second World War and perhaps with greater changes
over the past 21 years when I have been involved with

Caledonian Airways and British Caledonian. These policies have
gradually permitted the development of British Caledonian as

the second British flag carrier on international routes, but
only after a long, hard fight for every single franchise (licence)
that has been won. We have problems with protective policies




merging countries, whic ot infrequently
Agreements; the dif

1C funds from African countiries to cover costs
iy incurred have recently been raised. Overall we
n 2 business that is simply more dependent than most
vernment policies at homé and abroad.
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¥Yhy then am I writing to your imply because the GDV&?W?’ 1t
objective apj ! ' ingul turn British Airways into

an eiiwc1ent 3 iV ng unit and privatise it.

would like to see Briti aledonian's own efforts in creatlng
an international airlin operating to 48 cities in 31 countries
recognised through j i

consideration of our industry crisis. 1 would suggest that

an appropriate strategy would be "encourage the profitable
development of the two British international airlines through
the privatisation of British Airways and an allocation of
routes to both which will allow them to compete effectively

in the international market place"

I believe that right now, with the enormous financial difficulties
of the U.S. airlines, we have a unique opportunity to lead the
world ir air transportation and I think it would be ironic

indeed if this Government's constructive plans for British
Airways ] 1ded consideration of the significant part the
exjszin- 3ritish wholly private enterprise flag carrier has
played in tbe past and could play in the future. British
Caledonian has a good track record and I would suggest deserves
better than being excluded from current Government policy.

Certainly I am talking constructively to Iain Sproat and

John King and they are being as constructive as they can be
under the present policy - but right now it seems to me that
they must be severely limited as they are working to a direclive
which they are determined to fulfil - "Privatise British
Airways" - Regardless? Beyond that shouldn't the Government’s
clear objective be to encourage the development of a strong
profitable air transport industry of which the nation caxz be
proud.

Yours sincerely,




