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THE OIVIL AVIATION REVIEW
/K Paper by ¥r. Higging?

I sesk colleagues' agreement to the line ws should tale
when the reeulta of the Govermment's review of Civil Aviation
are enncunced, Scottish as well as aviation intereste are
involved,

1y recommendatione below are baged on 2 series of discussiong
at joint meetinge of the Trade Comuittee and Aviation Commitice
and coneultation with verieus outeide interests,

The future cf British Caledonian as the "Second Force"
airline is the central issue.

British Caledonian envigage the review will produce one
of four possible outcomes,

(1) Complete neticnalisation and integratien with British
Adrwaye,

{2) Matlonalisetion with B-Cal remaining & separate
entity,

(3) The status-quo but with B-Cal cbtaining designation
on those routes for which the CAk have issued 1t with Iicences,

(4) Designation on routes for which B-Cal hos sscured
licences from fthe CAL plus & 25 par cent Government stake in
B-0al,

B-~Cal (and British Airways) are opposed %o option 1. The
B—CAl union members are strongly oppeséd to 1t since it is likely
t0 rogult in substantinl redundanoies ot Gatwick, British
Alrways union members alsoe appear to oppese it einee it weuld
bring tc 2 head British Airweya' over-manmning problem. I recw
ommend we reject it as an extension of nationaligation.

Option 2 1s not a stable scluticn. There is general agreement
it wowld poon leed to integration with Beltish Alrways,

Option 3 is described by B-(el as slow death because they feel
they must expand to survivé. But there is slse a danger thet)
thzy may not have sufficlent resources to overcome any ungxpected
erisis,

Optlon 4 is B~Cal's preferred sclution. Their argument is
that a Government stoake {which was originally envigaged in the
Edward’s Report) would introduce "atabllity) into British
dvietion and take it out of the political arana,

The Treds/aviation GJommittees with only one or two disgenting
voiges nt wll-attended meetings are atrongly againet this solution.
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. B=Cal meintain they do not need the money o survive.

When preaged ag to why they went a 25 per cent Government stake
B-Cal expregs the view that if the Government had such a stake
1% would help with fupure route deaignation and tend to dissuade
British Alrways from fierce mmpetition.

The gensral view at the joint meetings of the Trade and
dviation Jommittees hap baen thet (1) the objact of satting up
B-Qal was to Incresse competiticn so that a aclution ¢ the

esent difficultion, designed to eliminate them would defeat
%ﬁe whole object of the exercise, (2} They ocannot understand
‘why B-Cal should suppcse a 25 -er cent eteke would teke the
matter out of the political arena since it clearly intensifies
the broad political laewes now in the centre of the stage,

3; They are opposed to meking B-Cal another British Leyland.

4) They teks the view that & 25 per cent atake would acon
bé Increased to a mejority intsrest or 100 per cent atake,

I share the gensral view and recommsnd we ghould go, in
effect for option 3%4. In other worde we should glve full
suppert to B-Cal'a reguest for osignation om the routes for
which they have been given licences (and if nacagsary double=
deaignetion with British Airways on other routea as well),

But we should strongly oppose acceptance of thelr request for a
Government 25 per cent siaka. .

It follows:

(1) If the Government, because of Tresasury opposltion
to edditional public expenditure, decides on B-Ual deaignation
but no Gevernmsnt steke we should suppert them,

i (2) 1f the Bovernment accepts B-Oal's preferred solution
(aay through the NEB} no doubt maintalning private enterprise
haa failed end reguires Government intervention we should
cppose the Government giake,

A Government contention that B-fal were not vieble
without Government help would be in conflict with the Company'a
own contention, .

(3) We should in any case press for depignation cn routes
for which B-Cel have licences,

If the Gevernment go for nationaligation of B-Cal,
as part of British Alrwaye or separste from it, we should
oppose them, -

o It seems likely thet the Libersls and Sect. Nats will
ey back B~Cal*s proposals for a 25 per cent steoke,

It is for consideration — if we edopt the course I recommend
= whether we should go further ang gay that, on return to
office, wa would ‘withdraw the Govermment .25 per ecent steke if the
bresent Government takes 1t,

Apart from the central isaue of the position of B-Cal as
the "Second Foroe" sirline the following pointes may arise;

(1) Wnether we should perpetuate the system whareby sn
alrline epplying for operating righta on s particular route -
should heve %o make itm oase for a llcence Lo the CAL and then,
if succepsful, go thvough the whole preoess again to try and
obt:ln designetlion from the Minlster, I would prefer s single-tier
system.
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(2) OQther tectical problems - Lakers proposed Neth
Atlantic service end Pan Am Compiseion routes are not likely
%0 be oovered. If thay are I recommend we back Taker ari support
the Government in oppoeing Pan Am's action {though not . —.e -
oxtent of exftending clauses for extra territorial Jurisdiction).

(3). Questions soncerning IATA, Pare Structure etc. ceem
unlikely tc be covered by the review. But they naed¢ to be
consldered as part of owr own policy review and I heve therefore
esked Kenneth Warren to chalr & Policy Group which 1s taking a
radical lock at Civil Aviation policy as a whole.
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