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ABSTRACT

Since the end of the Second World War the privately-
owned airlires, the sc-called Independents, have gradually
establicshed for themselves a position of major .importance
within the UK air transport industry. Initially restricted
solely to charter operations} they have been successful in
obtaining from successive_Governmenté, especially, but not
only, Ccnservative Governments, a relaxation of legislative
restrictions on scheduled gervices, until today they operate
an extensive scheduled service network. Similarly, they
have been responsible for pioneering vehicle air-ferries,
air‘trooping and, more recently, packaged holidays by air in
the UK. But despite a fairly impreésive history of achieve-
ments, the fact remains that since the war the private
sector as a whole has been characterised by an apparently
high degree of economic inctability. This thesis examines
the Independents' post-war record and éoncludés by tentatively
advancing ceveral rossible explanations for their lack of
stability, in particular the political eﬁvironment within which
they have besn forced to operate, an absence of sufficient

firancial backing and the ease of entry into the air transport

industry.




"The problem of flying is not in the air but
only in the fact that sooner or 1at¢r you -

have to come down to earth again.”

Orville Wright.
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Errata

Page 114 should include the following footnotes :
57. 'Flight', 10/8/67, p.204-5,
58. Ibid., 10/10/68, p.557.
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Definitions

Operational Data :

Passenger-miles - the number of passengers carried
nultiplied by the dietance they flew.

‘Seat—miles available - the total, for all revenue flights,
of the number of seats actually
available on each flight, multiplied
by the route-mileage of thet flight.

Aveilable capacity short - the total, for all revenue flights,
ton~-miles of the usable capacity available (in
. short tons) on each flight, multiplie
by the route-mileage of that flight.

Passenger load-factor ~ the percentage of the revenue
passenger-miles to the available
seat-miles flown.

Overall load-factor . -~ _the percentage of the total reveanue
short ton-miles flown to the usable
capacity short ton-miles flown.

Load in short ton-miles =~ the load carried (in saort tons) over
each stage, multiplied by the route-
mileage of that stage.

Stage flight - that part of the flight between two
consecutive stopring rlaces.

Tons - usually 'short' tons of 2,000 lbe.

Categories of Oneration :

Internaticnal services - services flown wholly outside the UK
' or wholly or partly between the UX
(including Great Britain, 'Islé of
Man, Channel Imlands and Vorthcrn
lreland) and places outside.

Domestic services - services flown entirely "i+hin t e UK;

Scheduleqd services ~ services shown in cublished t:metabler
and flights supplementarv thercto.




Cabotage services

Non~-revenue flights

Non-scheduled services

Separate-fare charters

Inclusive-tours
Advanced Booking Charters

Affinity-group

Exempt services

Single-entity charters

Sub-charters

or parts thereof not completed)

" separate-fare charters where the
~cost to the passengers includes the’

services flown wholly within or
between territories controlled by
the UK.

operations (including training, test
and positioning flights, and flights

and traffic for which no remuneratior
is yeceived, and including such
flying in connection with charter
and special flights.

all air transport flights for
rexuneration other than scheduled
services.

those where the charterer re-sells
part of the capacity of the aircrafs,
eg. to the public at large, to an
organisation, etc.

cost of accommodation.

separate-fare charters that must be
paid for at least 90 days before
departure.

a group of persons which kas an
entity of its own and which is not
formed or constituted primarily for
the purpose of air travel. ‘

single-entity charters and charters
to Government Departments.

those vhere the charterer has
exclusive use of the vhole capacity
of the aircraft and does not dispose
of any of it to third persons for
reward.

charters to other British or foreign
operators.



Chapter 1

INTRODUCTION

Since the end of the Second World War civil aviation has experienced
one of the fastest rates of growth of any industry in the world, scheduled
services averaéing an annual increase of almost 14% (see Table 1.1).

Despite its relatively small size in the U.K. economy, with an average
annual level of gross domestic fixed capital formation of less than

£50 million in recent years and by 1970 a workforce of only some 75,0001,
civil aviation in fact has been, and remains, of considerable economic,
political and strategic importance to the country. Throughout most of

this period British air transport has been dominated by the two nationalised
air Corporations, B.0.A.C. and B.E.A. But increasingly over the years

the privately-owned airlines, the so-called 'Independents! have been gaining
in size and importance, until today they account for well over 0% of total
U.K. output, in terms of lozd ton-miles performed. This thesis is
essentially concerned with this development and its implications for civil

aviation generally in Great Britain.

Table 1.1 Scheduled World Air Traffic Trends

1950 1960 1971 Annual increase
1950-1971 (%)
Passengers carried (m) 3 106 328 11.9%
Passenger-kilometers (m) 28,000 109,000 408,000 | 13.6
Average trip length (km) 875 1,030 1,245 1.7
Total tonne-kilometers (m)* 3,490 12,340 50,690 13.6

Excludes USSR and People's Republic of China
* includes passengers, baggage, freight and mail.

Source: International Civil Aviation Crganisation (ICAQ)

1. Thompson and Hunter The Nationalised Transport Industries, 1973 p.37,
]
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An 'independent airline' in this context has been taken to refer to
a privately-owned British company primarily operating fixed-wing air
services, both scheduled énd charter. But of necessity it has not been poss-
ible to adhere too pedantically to such a definition. TFor example, airlines
in which the Government or a State Corporation has a minority, or even a
controlling, interest have usually been included in the study, since on the
whole they exhibit the same general characteristics as those operators
that are completely owned by private individuals or companies. Similarly,
no definite limit on the minimum size of a carrier has been stipulated.
The distinction between an airline and an air-taxi operator is, naturally,
blurred at the margin énd has changed markedly over the years. A fairly
large airline in 1946 would probably be regarded as very small by 1970s’
standards. As a 'rule-of-thumb' measurement those companies that today

operate scheduled services and/or aircraft of the minimum size of a DC-3

have been included.

Aims of the Study

When one examines the post-war history of the private sector of the
British air transport industry one factor seems to stand out above all,
namely the very large number of bankruptcies and forced mergers that have
taken place among the Independents. During the late 1940's some 100-150
privately-owned airlines were established in the U.K. Appendix II lists
some 70 such companies in existence in April, 1949, of which today only
one is still operating in approximately the same form, Cambrian Airways,
and even that is now publicly controlled. The number of airlines oper;ting,

of course, was rapidly reduced to manageable proportions. But the key

characteristic of the private sector has remained the fact that each year
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several ccmpanies are forced to suspend operations, and almost as
quickly new carriers are established. The primary aim of this study,
therefore, is to examine the development and economic characteristics
of the Independents in an attempt to explain this high degree of instab-
ility.

One of the main problems encountered during the study has been a lack
of sufficiently detailed or comparable statistics. The private airlines
have traditionally been very secretive about their work, primarily, they
claim, because of the highly competitive nature of the air transport

business. Much of this tradition still remains. Official data published
by government departments or regulatory bodies likewise leaves much o be
desired, although a considerable improvement has taken place relatively
recently. Britain compares unfavourably in this respect with the United
States, where, in a far more competitive environment, a huge amount of
airline date is published each year. This short-coming in the available
statistics partly explains the historical nature of the thesis. But an
examination of the history of the private sector of the air transport
industry can also be justified in its own right. Longfellow wrote:

Look not mournfully into the Past.

It comes not back again. Wisely

Improve the Present.

Such a position is most definitely not taken in this study. An
examination of the way in which the existing situation came about, it is
suggested, is extremely important in understanding the fresent and in
improving the Future.

One factor that has made the po;t-war development of British civil
aviation so unusual and interesting is the political environment within

which it has taken place. Lennox-Boyd once remarked;"We agree with the

distinguished pilot who said a few days ago that icé and the politician
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were the greatest menaces which civil aviation had to face today."
Similarly, Sir Myles Wyatt, when Chairman of Air Holdings Ltd., wrote:

" In most well-conducted industries the assessment of
future prospects is determined by considerations of general
economic growth, technical efficiency, purchasing habits and
so forth. Political considerations are important, but by
no means overshadow all else. In the British air transport
industry, by contrast, political considerations are paramount
and other factors, although of fundamental importance, are
relegated to second place." 3

There appears to be a certain lack of appreciation and serious study i
of the implications of governmental interference in air transport. The
Edwards Report, for example, after noting on its very first page that
"the structure of world civil aviation has been fashioned by many forces
amongst which economic logic has played only a modest part," went on to
comment: "We have been surprised how often the evidence we have received
has appeared to overlook the historical and political factors which make
up the institutional basis of the air transport industry."h It is hoped
that this study, in addition to its primary aim, will go some way towards
filling this gape.

Following from this, a further point should be made., Throughout the
study quotations by politicians and by those employed in the civil aviation
industry will be used extensively to illustrate certain points. It is
important to remember the situations in which these statements were made.
Rhetoric is the politician's tool of trade. But, as will become clear as the
thesie progresses, there is often a wide margin between what politicians say,

especially when not encumbered with the problems of power, and what they

actually do when in office. A similar dichotomy is also to be found among

2. Hansard, House of Commons Debates, Vol L22, col. 618, &/5/L6.

3. Sir Myles Wyatt:'Is there a Government Air Transport Policy?!
Modern Transport, 25/1/64, p. 1k-15.

L4, 'British Air Transport in the Seventies' Cmnd. L4018

o1
(Hereafter referred to as the Edwards Report). 'Rt
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spokesmen for the independent airlines. Because the Independents are
part of the private sector, often competing with larger, State-owned
companies, tnere is a tendency to regard them as aggressive upholders of
a competitive economic system, and indeed this is the image they usually
attenpt to rresent to the public, But it is not always strictly correct,
as Mr. Roy Jenkins aptly pointed out when he was lMinister of Aviation:
“The picture sometimes built up of the independents as

rugzed free enterprisers of the air, anxious in open compet-

ition to meet and beat everyone on the tarmac, is to a large

extent a fallacy. Cnce in, they want protection as much as

anybody else... This is a field in which poachers turn into
gamekeeypers more quickly than in some other fields." 5

Justificaticn for the Study

Is it really of any great importance that each year several private
airlines are forced out of business? A number of factors would, it is
suggested, lead one to answer this question in the affirmative. Firstly,
it seems reasonable to concluéé that a very high level of economic
instability, such as that experienced by the Independents since the war,
is a reflection of something inherently wrong in the make-up of the
industry. The’isolation of the causal factors involved, therefore, would
in itself be of interest to civil aviation and perhaps even to other
“industries. Secondly, each airline failure results in a considerable
amount of inconvenience to the public and the company's employees, as well
as often involving the»owners and creditors in financial loss. There
have been numerous occasions when large numbers of passengers have been
stranded abroad as a result of an airline ceasing orerations. Similafly,
there must be a strong feeling of job insecurity among employees. When

visiting independent airlines one is often struck by the'very high

proporticn of managerial staff who have worked for several extinct carriers

5, Hansard, op.cit., 1/3/65, Vol.707, c01.957,

|
|
|
|
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One pilot fairly recently, for example, having been made redundant on
numerous previous occasions, got only as far as being measured for his
uniform before his new employer in turn went bankrupt.

But the most important factor is the possibility of a connection
between economic instability and air safety. Such a correlation is extremely
difficult, if not impossible, to prove, and some commentators have denied
that it exists at all. Cooper and Maynard, for example, describe the issue
of safety as a large red herring: "The main safeguard will remain that a
bad safety record results in no-one flying with the airline in question (or,
more to the point, no-one being willing to fly the plane.)"6 The sugges-
tion that waiting until large numbers of passengers and crew are killed in
aircraft accidents is a satisfactory way of dealing with the problem of air
safety appears, to say the least, extremely pessimistic and to be approach-
ing the subject from the wrong direction. On a rather more realistic level,
Wheatcroft comes to the following, and today more widely accepted conclusion:

"Some years ago I held the view that adequate safety
levels could be achieved solely by a regulation and
inspection of technical standards in airline operations.
But I am now persuaded by the opinions of many people who
have spent their lives in the field of safety regulation
that there is a direct connection between technical
standards and economic stability in airline operation.
There seems to be a real danger that technical standards

will begin to slip when an airline is in serious financial
difficulties.' ?

Although it is probably impossible to prove categorically that such
a correlation does in fact exist, there is strong circumstantial evidence
that appears to point in this direction. A special review of U.K. air
safety by the Board of Trade, covering the period 1955 to 1967, concluded
that the record of the independent operators as a whole was inferior to
that of the State Corporations so far as causal factors involving short-

comings of the flight crew, the airline and airworthiness were concerned:

6. M.H. Cooper and A.K. Maynard: 'The Price of Air Travel', Hobart Paper 53,

7. S. Wheatcroft: "The Influence of Operational and © p.l5-6,
Technical Factors on Air Transport Regulations)' The Aeronautical Journal

August,1970 p.62k,
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"The inevitable and relative instability of the climate in which the
smaller operator functions introduces problems of staffing and provision-
ing which militate against the attainment of high standards... The lack
of financial resources has a significant and far-reaching effect on
environment and morale, leading inevitably to some effect on operational
standards."8 The ratios of deaths per 100 million passenger-miles in
BOAC and BEA were 0.35 and 0.53 respectively, while the corresponding
figure for the Independents was 2.99; in terms of actual numhers of
passengers killed these three ratios represented 114, 110 and 620 deaths

(see table 1.2).

Table 1.2 Accident Rates for U.K. Operators, 1957-1964

Notifiable Notifiable Notifiable Passengers
*accidents per ‘accidents per ‘accidents per‘killed per
100 m.aircraft- 100,000 100,000 100 m.
miles aircraft-hours stage flights passenger-miles
BEA g.78 v 2.19 2.92 0.53
BOAC & BEA 6.12 1.78 3,45 0.41
INDEPENDENTS 15.12 3, L9 L.01 2.99
ALL OPERATORS 9.27 2.43 3.74 1.15

Source: Board of Trade: "The Safety Performance of U.K. Airline

Cperators: Special Review! Appendix G,




Table 1.3 Accident Rates for UK Airlines on Scheduled
and Non-Scheduled Operations, 1963-1967

Notifiable acciderns Notifiable accddents Notifiable acddents
per 100 m.aircraft- per 100,000 air- per 100,000

miles craft-hours stage flights

Scheduled

Services

BOAC 2.48 1.1 3.5
BEA 8.25 ' 2.1 2.6
BUA Group 4,36 ' 1.1 1.0
BUAF 4,83 ) 0.7 0.k
British Eagle 8.02 1.8 2.1
Other Independents 31.84 5.2 5e1
All Operators 6.77 2.0 2.7
Non-Scheduled

Services _

BOAC < - - -
BEA 7.73 2.1 3.4
BUA Group 5.84 1.6 L.0
BUAF - - -
British Eagle- 8.98 : 2.6 10.1
Other Independents 18.22 k.1 11.3
All Operators 10.60 2.8 7.7

Source: Edwards Report, p. 208.

To a large extent the relatively poor record of the private airlines
can be explained by the fact that a greater proportion of their output is

accounted for by charter flying (see Table 1.3). Between 1957 and 1966
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one out of every 212,000 scheduled passengers was killed in an air crash,

9

against one iﬁ every 40,000 on charter flights.” Charter operatiﬁns tend

to be less safe because of the more likely use of small airports, where'
navigational and visual aids are inadequate or non-standard and compare
unfavourably with those at larger airports; because of the irregularity

of the services, so that pilots are unable to become fully accustomed to

the route; and so forth. But in addition it would appear that the
independents as a whole also havg an inferior safety record than the
nationalised airlines on scheduled services and that the charter safety
record bf the Corporations is better than that of most of the private
Operators.10 This is not to suggest, of course, that individual privately-
owned airlines do not have a safety record as good as, if not better than,
either BOAC or BEA, as can be seen from Table 1.3; Mr. F:eddie Laker,

for instance, claims that since the war there has not been a single fatality
on one of his airlines, although between 15 and 20 million passengérs have
been carried.11 But overall the éir saféty record of the Indépendents has
undoubtedly been inferior to that of other British airiines. ana a possible
explanation may well be found in the excessively high level of economic

instability that has characterised the sector since the war.

9. Ibid. Particular care should be taken when comparing air transport
accident statistics. They lend themselves to widely different inter-
pretations. The main problems arise from the small number of observa=
tions each year, especially for individual or small groups of airlines,
and the lack of a universally accepted yardstick. Recent figures suggest
that charter operations are now safer than scheduled services. This
would partly reflect the greater participation of the large national
carriers in the charter market and the domination of that market by
inclusive-tour services (in operational terms these are now virtually

scheduled services). A longer period is probably needed before the
true situation becomes totally clear.

10.See also R. Doganis: 'How Safe are Air Charters'. Journal of Transport
Economics and Policy, January, 1968,

11. Tch Interview, B.BDC.1 ' 8/10/72.
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Structure of Thesis

The thesis is divided into two fairly distinct sections, although
there is a measure of over-iap. The first part, Chapters two to six
inclusive, contains a historical narrative of the post-war development
of the Independents, paying particular attention to the airlines'
attempts to establish themselves as scheduled service carriers and to
the political environment within which they have been forced to operate.
The second part deals in detail with certain aspects of the Independents'
operations: finance, scheduled services and the three main areas in which,
they have specialised since the war, vehicle-ferry services, trooping
and inclusive-tours. Throughout the study the main, although not the
exclusive, emphasis will be placed on an examination of the economics
of airline regulation rather than operation, for it seems logical that
the principal causal factors of economic instability are to be found in
this area. By this we mean that there is really very little difference
between publicly and privately-owned airlines in the actual operation of an
air service; British Caledonian's services from London to New York do not
differ in any meaningful sense from those of BOAC, except in the restric-
tions imposed by the licensing authorities. It is more relevent to direct
one's attention to the regulatory field, to determine why certain airlines
are favoured, why others are refused access to the more lucrative marketé,

and so forth. This is the approach adopted in this study.
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Chapter II

NATIONALISATION AND A LABOUR GOVERMMENT
1945-51

The period of the first post-war Labour Government, 1945-1951, was
crucial to the development ;f air transport in Britain, for it was during
these years that the basic'structure.of the industry was established. The
‘mixed' two-sector type of economic system that had evolved by the end of
1951, compfising the two nationalised Corporations on the one hand and

numerous privately-owned operators on the other, survived the next twenty
years remarkably well, despite periodic attacks and reforms. It is,
therefore, important to examine in detail the policies and incidents that
resulted in the establishment of this particular type of system, especially
as it could be persuasively argued that it is the structure of the industry
that has been largely responsible for many of the problems which British

air transport has had to face since the war.

The Swinton Plan

Long before the end of the Second Vorld War it was quite obvious that
when peace eventually came a new civil aviation policy would be required.
Consequently, upon his appointment as the first Minister of Civil Aviation
in October, 194k4, Viscount Swinton rapidly set about preparing the
necessary blue-print. The document that emerged, known as the Swinton
Plan, was presented to Parliament as a White Paper in March, 19&5.1
Although published by the Coalition Government, the Plan in fact shows all
the signs of being a Conservative brain-child. Before the war Tory policy,
as evolved by Kingsley Wood, had favoured the concentration of the nation's
effort in the international field behind a single, publicly-owned airline,

leaving most domestic and charter services to private enterprise.2

1. "British Air Transport," 1945, Cmd 6C05,
2. Corbett: ' Politics and the Airlines', 1965,p. 105-6,.
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As a result the British Overseas Airways'Corporation was established in
1929 with the exclusive right to receive a State subsidy for overseas
services. The problem with this scheme, as Brancker points out, was
that the Government effectively became the owner of an air operating
concern without giving itself very hany safeguards.3 A single 'chosen
instrument'! was also felt to be too unwieldy to be operated efficiently
in the post-war world, and instead three new Corporations were proposed,
linked together by a cammon denominator, the participation of BOAC.

The underlying philosophy of the Swinton Plan is summarised in the
White Paper as follows: "It is.... the essence of the Government's plan
that those inte?ests concerned in transport by sea and by land should be
brought into a real and effective partnership with the organisations
which will be responsible for transport by air."’4 The same principle,
together with that of regulated competition, have remained at the heart
of Conservative policy throughout most of the post-war period. The first
of the three Corporations, basically the existing BOAC, was to be respon-
sible for the North Atlantic and Commonwealth routes, with extensions to Ching
and the Far East., The airline was to be wholly State owned, but allowance
was made for the participation of shipping companies in subsidiaries and in
;ertain routes on which it was thought they could make a "useful contribu-

. 5 .
tion", The exact extent of any maritime participation, however, was

never enunciated,
The second Corporation, expected to be the most profitable and in
which the Government intended BOAC to have a substantial, though not a

majority, shareholding, was to serve the European and domestic routes.

3+ Brancker : "The Effect of Nationalisation on Air Transport." J
' . ournal
of the Institute of Transport, 1949, p. 109. P >

L, Cmd. 6605, p.h,
5o Ibid' p. l"‘so
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The pre-war rigid division between internal UK and Continental opera-

tions was abandoned, permitting the development of connecting services.
The main shareholders, apart from BOAC, were to be the railway companies,
sﬁort sea shipping lines and travel agencies, although other pre-war
operators were offered the chance either of sharing in the capital of

the new Corporation or of joining with it to form joint subsidiaries to
run particular routes. In addition, the door was left ajar for the
participation of outside carriers in the development of new routes,

while the operation of charter aircraft was left open to anyone.

The third Corporation was to be responsible for the development of
routes to South America and owned primarily by the four British shipping
companies engaged in the South American trade who, in January, 1944, had
joined together to form British Latin American Airlines Ltd. Again
BOAC was to be a shareholder, but with a smaller interest than in either
of the other two Corporations. In addition to the common particifation
of BOAC, the three airlines were also to co-operate in the overhaul of
aircraft and in the establishment of a combined training orgahisation.
The Plan provided for the Minister of Civil Aviation to "have a general
control over broad aviation policy"; he had the right of veto over
appointments to the boards of the two non-nationalised airlines and re-
tained the powerto appoint the directors of BOAC. The three Corporations
would be required to continue operations on all the routes assigned to

them and could not terminate a scheduled service without the Minister's

?

permission.

The Swinton Plan was, of course, a compromise, a hotchpot of policies

designed to satisfy a large number of conflicting pressure groups. Herbert

6. Ibid, p.5-6.

7. Ibid, p.6-8; "The Economist", 17/3/45, p. 337-8.
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Morrison summed up the views of the Opposition and at the same time
emphasised the compromise appearance of the VWhite Paper during the
debate on the 1946 Civil Aviation Act:
"(Lord Swinton) said, 'What can I do to get some
scheme through this Cabinet of conflicting points of
view?' He said, 'I will have three corporations, ‘and
he had three. He had one with substantially, if not
~predominantly, a railway interest. He said to himself, 'That
will square the railway interests.' He had another with
a very strong shipping flavour about it, and he said 'That
will square the shipping people, the Conservative believers
in private enterprise.' It was real political genius. It
satisfied both the railway Conservatives and the shipping
Conservatives, Finally, he produced a public-ownership
corporation, the BOAC, and he said, 'That is for the

Socialists'... That was the Swinton Plan, one for the
railways, one for shipping and one for the Socialists."

8
Whether or not the proposals were ''real political genius'",
certainly in practice many.of them would have had to be radically modified.
The Plan affords severaivexamplés of policy proposals that did not make
economic sense, the inevitable result of trying to reconcile too many.
diverse pressures. This is particularly striking in the attitude taken
towards the important question of subsidies. The White Paper states:
"It is the intention that thé agreed schédule of services on the European
routes and the lLatin American Service should be operated without subsidye..’
(The Commonwealth routes, however,) are so essential in the interests of
éommonwealth communications that His Majesty's Government will be prepared
‘to afford the necessary financial help to enable BOAC to operate them."9
Likewise, challenged to say what would happen if the Corporations lost
money, Sir Stafford Cripps, Minister for Aircraft Production, replied:
"First of all the Corporation bears the loss. If this exceeds its reserves

it will have to give up the service and somebody will take it on."l0

8. Hansard, House of Commons Dehates, Vol. 418, col 425, 2k/1/L6
9. Cmnd. 6605, p.8.

10, Longhurst: "Nationalisation in Practice", 1950,p.78,
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Thus, it would seem that there was a total failure to appreciate
a fact that was obvious to most people in the industry, namely that all
the operating companies, even the European airline, would inevitably
need subsidising after the war, and indeed that in the short run the
subsidies would have to be considerably greater than they had been
before 1939. Who exactly was going to take on the routes that the
Corporations abandoned, since almost every company of any size who had

ever shown any interest in air transport had already been included in

. the Plan, was anyone's guess.11 Overall, therefore, the thinking

behind the Swinton Plan was vague and lacked an appreciation of the

immense changes that the Second World War had brought about in civil

air transport.

Labour's Plans:

Although the Labour Pérty was strongly represented in the Coalition
Government, and indeed Sir Stafford Cripps was Minister of Aircraft
Production And often spoke in the Commons on behalf of Viscount Swinton,
the principles embodied in the Swinton Plan were very different from those
that had become associated with Labour during the war. Social-democratic
parties throughout the world had for some time been discussing the feas-
ibility of 'internationalising' air transport, as distinct from the pre-
war pattern by which each country established and protected its own
airlines and often used them for the exercise of national power (Lufthansa
probably being the best example of this type of development). The first
positive move towards the internationalising of air transport came with
the Australia-New Zealand Co-operative Agreement of 19LL, which proposed

the formation of a world authority to own and operate the main trunk air

1
routes. 2 The French Government had supported a similar approach at the

11. Ibid.

12. Coo?er: "Some Historic Phases of British International Civil Aviation
Po}lcy." International Affairs, 19&7'p. 198; Worcester: "Roots of
British Air Policy," 1966,p.170-1.
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1932 Disarmament Conference, while the Canadians suggested not

complete internationalisation of civil aviation, but an authority

'to ensure that, sa far as possible, international air routes and

services are divided fairly and equitably between various member states."13
It was with this background, therefore, that the Labour Party published

its post-war blueprint for air transport, "Wings for Peace'.

Thus, "Wings for Peace" was inevitably a rather idealistic document,
very much in the mainstream of left-wing political thinking at the time.
Labour saw it as "the only programme which can adequately safeguard the
world's peace against the dangers that result from the use of civil
aviation as an instrument of national policy." 1h Basically, it made

three proposals:

i) the establishment of a World Air Authority with wide-
ranging functions, including the provision of various

international services, such as weather reports, health

control, etc.

ii) the establishment of a unified World Airways, owned and
operated by the World Air Authority, or, as a second-best
solution, a system of Regional Air Unions.

- 1ii)

the immediate internationalisation of civil aviation in Europe,

while the ground was still particularly fertile for such a
15

development.
Despite its undoubted importance, "Wings for Peace" had a number of serious -
short-comings. For example, it failed to foreseé, perhaps not unexpectedly,

the appearance of the post-war phenomenon of third-world nationalism, which

13. Thornton: "International Airlines and Politics," 1970, p. 126;
Wassenbergh: '"Post-war International Civil Aviation Policy and the
Law of the Air," 1957, p. 76.

1k, The Labour Party: "Wings for Peace™, 194k, p. 18.

15. Ibid, p. 15;

see also Jenkins: "British Airlines", Fabian Research
Series, 1953.
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was later to have a considerable effect on international air transport.
Secondly, it did not really face up to the probiems created by the very
close association between civil aviation and national defence, especially
in relation to a country's aircraft manufacturing potential. But
probably more important in the short-run was the fact that the implementation
of such a policy was quite outside the control of any single government.

The latter point was clearly illustrated at the Chicago Conference of
1944, An international meeting to determine the future development of
civil aviation had become necessary because, in the words of Schenkman:
- YAs a result of war-time expansion, the technical development of air
transport had outdated the political framework available to accommodate
this new and revolutionary means of tranSportation;"16 At Chicago the
motion proposing the full internationalisation of air transport was vetoed
by the United States and Brazil, although the U.S. statement did admit that
wvhile such a solution was right in principle, in an imperfect world it was
more a matter for later consideration and not in any case relevent to a
fledgling industry.17 The U.K.'s position, set out in a White Paper,17a

vas broadly in line with that of Canada in supporting an international

16. Schenkman: "International Civil Aviation Organization', 1955, p.60,

17. Worcester, op.cit., p. 120-1.

17a. "International Air Transport," 194k, Cmd. 6561. The positions taken
at Chicago by the U.S.A. and Britain largely reflected the relative
economic power of the two countries in the field of civil aviation
and were, of course, a reversal of their historic economic policies.
America's predominance stemmed primarily from the fact that during
the war it had achieved a near-monopoly of the production of
transport aircraft and its airlines had continued to operate
relatively normally. It is interesting to note that by the early
1970's the positions had apparently been reversed, with Britain

favouring a more liberal approach and America insisting on
restrictions. (see Chapter X).
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authority with power to issue licences aﬁd control rates and frequencies.
It is interesting to note, however, the influence that the Labour
members appear to have had on the Coalition Government in this sphere of
policy, and perhaps the bargaining that must have taken place explains
the apparent acceptance of the Swinton Plan by Labour Ministers. Adolf
A. Berle reported back to the U.S. State Department the following
discussion with Winston Churchill and the Lord Privy Seal, Beaverbrook:
"My private opinion is that the British never really intended to press
~ for complete international control of aviation but madg the contention for
the benefit of certain members of the British Cabinet who have taken
advanced public positions in favour of internationalism not only in aviation

n
but in general.

Nationalisation:

Thus, partly as a result of .the Chicago Conference, by the time that
the Labour Government came to power in July, 1945, it was widely accepted
that a more practical solution to the pgoblem of the future development of
British civil aviation than that contained in "Wings for Peace™ had to be
found, and not surprisingly thought tended to revolve around the already
prepared Swinton Plan. Indeed, it was reliably reported that up to
October 2hth (Labour's policy proposals were published in the form of a
White Paper in December) the Cabinet intended to adopt the Swinton Plan
‘with only one modification - that the shipping and travel interests, while
participating in the two new Corporations, should do so as minority rather
than majority shareholders. On that day, however, a group of Labour back-

benchers threatened to organise a revolt in the Parliamentary Party, and

18. Quoted in O'Connor:"Economic Regulation of the World's Airlines:
a Political Analysis," 1971, p.28.
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the Government, fearing the kind of split in the ranks that had
recently occurred over the National Insurance Bill, capituiated and
proposed complete public ownership.19 It is difficult to visualise
héw a Government apparently so committed to the internationalisation of
air transport and the nationalisation of all internal public transport
could have done anything but effectively exclude private enterprise from
civil aviation. But on the other hand, the policy finally adopted did
differ from normal Labour nationalisation practice in two significant
respects: there was no single, central body to control the administration
and management of air transport, and the question of co-ordinating civil
aviation with other modes of transport was almost totally ignored.

The White Paper, "British Air Services", 20 followed Conservative
policy in proposing the formation of three separate airlines, each with
its own geographical area of responsibility. Thus, routes between the
U.K. and other Commonwealth countries, the U.S.A. and the Far East were to
be operated by the existing BOAC. U.K. domestic services and routes to the
Continent were given to a new company, British European Airwa&s (BEA), formed
by the amalgamation of the European division of BOAC and those independent
airlines operating scheduled services within Britain. Finally, routes to
South America were to be the responsibility of another new company, British
South American Airways (BSAA)?Oa These-three operators became Britain's
'chosen instruments.' They had the exlusive right to fly regular services,
the only competition allowed being from foreign carriers on international
routes. Withiﬂ the U.K. those private airlines not absorbed into BEA
were permitted only to carry out such functions as charter operations,

aircrew instruction, and ambulance and rescue flying. The idealism of

"Wings for Peace", however, was not entirely abandoned; the White Paper

19. ''The Economist,' 10/11/L45, p. 669 and p. 673; see also Hansard,

op.cit., 6/5/46,Vol. 422, col 620.

20. Cmd. 6712,
20a BSAA was absorbed by BOAC in 1949 following a series of acciden

its Tudor IV aircraft. . BSAA Report, 1948/L49, p,10. ts involving
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opens with a pledge to work towards a single international owning and
operating body and goes on to say: "The plan His Majesty's Government now
present to Parliament is necessarily a national plan, but it has been so

formed that it can be readily fitted into any future scheme of international

organisation.”
The Civil Aviation Act received the Royal Assent in August, 194G,
BEA had been established in February of the same year as a Division of

BOAC so that a nucleus organisation could be built up by August lst. On

that date BEA took over the European services of 110 Wing, 46 Group, RAF, which!

had operated for a short.time under the aegis of BOAC. Domestic services,
however, continued to be operated by a group of ihdependent airlines under
charter to the Corporation. When war had broken out in 1939 an organisa-
tion known as 'National Air Communications' was set up to operate in pool
éll air transport services within the UK and to the Continent. This was
absorbed into the RAF in May, 1940, while most of the remaining carriers,
mainly railway-sponsored, formed the Associated Airways Joint Committee
(AAJC) to operate skeleton services. The only airlines outside this group
were Allied Airways (Gandar Dower) and, of course, BOAC, both of which
operated services throughout the war.22

BEA eventually absorbed the AAJC airlines on February lst, 1947.
The purchase price.was £550,000, of which £305,529 represented "the excess
of the cost of the shares in the AAJC companies over the estimated value of

the net tangible assets of those companies at the date of acquisition." 23

21. Cmd. 6712 p.3. If the plan could in fact have been fitted into a

future international scheme it was, as we have seen, a fortuitous
accident.

22. Masefield: "Some Economic Factors in Air Transport Operation." Journal

of the Institute of Transport, 1951,p. 84-5; Ministry of Information:
"Merchant Airmen," 19b4o,p. 31-3,

23 BEA Annual Report, 1946/7 p.1h,
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The eight carriers involved were:

Creat Western and Southern Air Lines

Highland Airways

Isle of Man Air Services

North Eastern Airways

Railway Air Services

West Coast Air Services {ceased operations, June, 1946)
Scottish Airways

Western Isles Airways.

. b
Allied Airways was added to the list on April 12th2. The only other

privately-owned scheduled carrier was Channel Islands Airways, which

began operations in June, 1945, and was registered in Jersey. The

States of Jersey and Guernsey rejected nationalisation and insisted on

preserving the identity of their own airline. When, however, the British

Government refused to allow Channel Island Airways to operate to and from

the UK, the Insular Authorities gave in and the airline was nafionalised.25
It might be relevent here to quote at length the main Conservative

criticism of the 1946 Act, for to a large extent it foreshadowed later

civil aviation policy, both Tory and labour. Lennox-Boyd, speaking in

reply to Herbert Morrison during the Bill's Second Reading in the House

of Commons,said:

"First and foremost, we deplore the monopolistic feature
of this proposal. No one is to be allowed to start a scheduled
service...We believe that there should be an executive council,
an organisation similar to that in operation in the United
States where the Civil Aeronautics Board have contrived to
give competition and service within the framework of a general
-Government supervision. We favour an independent tribunal to
vhich any independent operator can apply in regard to routes
at home and overseas, If the tribunal is satisfied that there
is inadequate service, or no service at the moment, on a
particular route and the tribunal is also satisfied as to the
financial soundness of a proposal and technical ability of the
people concerned, they would have the power to grant a licence
to operate over that route." 26

——,

2k, Tvid, p.b,

25. Scott-Hill and pehrend: 'Channel Silver Wings," 1972, p.8,

26. Hansard, op.cit.,6/5/L6  Vol. 422, col 622,
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The Charter Companies

By 1946, therefore, both the main political parties had been forced
to tone-down their earlier civil aviation policies, although a large gap
still separated them. The task now is to examine how the airlines, es-
pecially the Independents, reacted to the new political and economic
environment; It is important to remember that the Second World War
had an enormous effect on air transport development throughout the world.
According to Brogden, in six years the aircraft manufacturers and the
airline industry achieved the equivalent of twenty years normal peace-
time development.27 Similarly, Frederick estimates that "at the close
of hostilities we found ourselves probably fifty years further ahead
in air transport techniqueé, in aeronautical knowledge, in’the develop - \
ment of flying equipment and devices which could be adapted to commercial use,
aﬁd in public acceptance of this new means of getting about the world fhan
we would have been if the conflict had not taken place.” 28

The immediate.post-war period was marked by the appéarance of numerous
small air charter companies, just as tﬁe end of the First World War had
seen the mushrooming of private bus operators in and around London.

During 1946 and 1947 hardly a week went by without the establishment of
énothef aifline; on the emall island of Jersey alone there were over a

dozen registered charter companies at this time.29 For the country as a

wvhole it is very difficult to say with any certainty how many carriers
were in existence; no reliable estimate has ever been made. But during

the period of.the Labour Government the total probably approached 150.

The casualty rate, of course, was almost as high, and indeed, Mr. Peter

27. Brogden: 'Australia's Two-Airline Policy,' 1968, p.34,
28. Frederick: 'Commercial Air Transportation,' 1961 p.v.

29. Behrend: 'Jersey Airlines,' 1968 p.11,
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Masefield's description of the pre-war British airlines "flitting like
brief shadows across the scene"zo applies even more to their post-war
successors. A similar situation appears to have evolved in several
other countries. In France, for example, by the end of 1946 there were
already some %0 charter eompanies operating mainly between North Africa,
France and the U.K.,31 while in the U.S.A. the Civil Aeronautics
Administration later estimated that approximately 3,600 carriers were
established during the immediate post-war years.32

Two factors in particular favoured this rapid growth. Firstly,
during the war large numbers of men had been taught how to fly aircraft
and had become interestéd in the possibilities of air transport; most of
them now suddenly found themselves in the labour market. Secondlyx the
Allied governments began to dispose of thousands of surplus aircraft at
very low prices. In tokgl over.13,000 DC-3s had been built (including
some 2,000 in Russia), 4,000 of which were disposed of by the U.S.
Government alone at the end of the war. Between 1942 and 1946 1,163
DC-ks were also built,33 as well as thousands of bombers that were
capable of coﬁversion to civilian use._‘It was possible, for example,
‘to buy Halifax bombers from the Ministry of Supply for between £100 and
£1,700 each, with spare engines selling for a little over £10 each.Bk
&hﬁs, with a very sméll amount of initial capital it was relatively easy
'to set oneself up as an air charter operator. The trick was to stay
in business.

Most of these companies, of course, were small, almost 'one-man'

affairs. But some had become relatively large and well-established,

20, Masefield, op.cit., p.83. N

31. Sundberg: 'Air Charter,' 1961, p.25,
32. Thayer: 'Air Transport Policy and National Security,' 1965, p.93,

33. Miller and Sawers: 'The Technical Development of Modern Aviation,!'
1968, p. 103, p.1l24 and p.13h,

34. Laker: 'Private Enterprise in British Air Transport'. Journal of

the Royal Aeronautical Society, 1966, p,332.
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such as Airwork, Hunting Air Travel, Lahcashire Aircraft Corporation
(LAC), Scottish Airlines and Skyways. With the introduction of the
Civil Aviation Act their field of operation was effectively limited
to various types of charter activity. In fact, the Iﬂdependents were
positively encouraged to seek this'type of work: '"We give to independ-
ent charter operators freedom of enterprise, and freedom of competition
against theée publicly-owned undertakings... We genuinely desire that
private enterprise should have a fair field in charter flying and
good luck to it."35 Given this encouragement and the current demand
for air transport services, it is not surprising that for thdse airlines
that managed to stave-off bankruptcy the immediate post-war years proveq
to be a period not only of expansion, but of near-boom. During 1947
member companies of the-British Air Charter Association (BACA) flew
eight million aircraft-miles, compared with four million in 1946, and
carried 136,357 passengers. If the figures for Airwork, Skyways and other |
non-members are included, the private sector in 1947 flew approximately
15 million aircraft-miles and carried 250.000 passengérs and 3,000 tons of
cargo. The three nationalised Corporations, on the other hand, mangged to
fly a total of 40 million aircraft-miles and carry 585,000 passengers and
4,700 tons of freight,36 although of course they were still in fhe midst
of reorganisation. From the residue of work left for the Independents,
ambitious operators were able to gradually rebuild a private sector in
. the industry, primarily by adapting themselves skilfully to the new
situation and to new opportqnities. The reasons fof the early success
of the sector as a whole, despite individual failures, can probably

best be seen by examining the type of work to which they turned.

35. Herbert Morrison; Hansard, op.cit.,col 615.

36. 'Aeroplane,' 9/7/L8,p. 56.
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A major factor in civil aviation at this time was the considerable
amount of capacity shortage that existed on scheduled services (a
reflection of the continuing war-time disruption of air services and
the problems of obtaining new equipment) and the State airlines were
finding it very difficult to meet demand. It was often necessary to book
months in advance to fly to European destinations énd a year for South
Africa and Australia.38 To a large extent, this explains the amount of
work given to the charter companies by the Corporations. We have
already mentioned that between August, 1946, and February, 1947, U.K.
domestic services were operated by several independent carriers on behalf
of BEA. But numerous other similar arrangements continu;drlong after
these particular companies had disappeared. Skyways, for éxample,

operated BEA's once-weekly flight to Helsinki, and Scottish Airlines

operated the same Corporation's Prestwick-Belfast, Renfrew-Belfast

and Aberdeen-Renfrew-London services., BEA did not inaugurate its first
regular all-cargo service until August 1ch, 1947; prior to tﬁat date a
number of charter companies had been used, and indeed continued to‘be

39

widely used for some time afterwards. According to its Annual RepoQts,
BOAC spent £321,799 during 1946/47 on the 'charter of aircraft and crews'
and a further £180,624 in 1947/48. The corre5ponaing figures for BEA
were £104,370 (August-March) and £173,651. There is also some evidence
to suggest that tﬁe Government turned a purblind eyebto‘the open flouting
by many companies of regulations concerning charter flights, mainly no
vdoubt because of the excess demand situation. For example, after an
accident to an aircraft belong to Spencer Air Lines at Croydon early in

1947 it was found that none of the passengers had apparently chartered

the aircraft and all had paid separate fares.

38. Ibid, 30/5/47,p. 573,
39. Ibid., 17/1/47, p. 83;27/6/47, p. 689 and 15/8/47 p. 199.
ho. Ibid, 30/5/47, p. 573.
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The nationalised Corporations were far from the only customers
for this type of charter work. A number of British airlines found a
valuable market in providing services and advice to foreign companies
and governments. Airwork, the largest private air transport company
in Britain, had contracts for the technical management and operation of
fleets of aircraft in Iran, Irag, the Sudan and Ecuador; in December,
1948, it signed a three-year agreement with Pakistan Aviation Ltd., to act ag
technical consultants in the development of aircraft and engine overhaul
workshops and a training school that eventually involved about 200
Airwork personnel being .sent to Pakistan.u1 Scottish Airlines flew
regular scheduled services for Icelandic Airways; KIM, Air France,
Compagnie Belge des Transports Aeriens and Faroe Airways, as well as
providing all the equipment and technical assistance for the new carrier,
Luxemburg Airlines.l’2 London Aero and Motor Services Ltd. (1AMS) had
subsidiaries operating in Australia and South Africa and in January,
1948, signed a contract with the Jewish Agency in Palestine for the
establishment of Jewish National Airways.h3
Several companies élso managed to obtain a number of fairly large-
scale general charter contracts, an important pre-requisite in attaining
any degree of stability. For example, following a critical shortage of
milk in Britain dufing the autumns of 1947 and 1948, the Ministry of
Food chartered a large number of aircraft to supplement the shipping
services in transporting extra supplies from Northern Ireland. The
operation involved the movement of a daily average of 12,000 gallons in
1947 and 20,000 in 1948, employing eleven charter carriers. A further
airlift was necessary in 1950 when milk supplies in Britain Qere again

getting 1ow.h Similarly, Airwork gained a long-term contract to carry

b1, Ibid., 15/8/47, p. 193-5; 'Flight', 30/12/48,p. 775,

L2, 'Flight', 22/1/L48,p. 90.

k3. Ivia, 8/1/48, p.u8.

L4, Swann: '40 Years of Air Transport in Northern Ireland,' 1972,p. 37-8.
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Muslim pilgrims the 1,900 miles from Mombasa to Teddah.l+5 Skyways was
chartered by the Colonial Office to fly a weekly service from Nairobi to
Mauritious carrying passengers, freight and mail, while Hunting Air
Travel signed an agreement with the Overseas Food Corporation (of the
'‘groundnuts scheme' fame) which between November, 1948 and October,
1949, invoived the movement of 2,000 passengers between London and
East Africa.

Most of the work mentioned so far, of course, primarily involved
the 15 to 20 larger carriers. The smaller companies had to rely on
the fairly bouyant, but less certain and probably more competitive,
general charter market, and despite the relative prosperity it was -
mainly these airlines that faced financial difficuity and bankruptcy.
For those with initiative, however, opportunities still existed. Olley
Air Services, and later Solar Air Services, for instance, built up a
quite successful business flying passengers to all the major horse-race

meetings and the Isle of Man T.T. races. A number of airlines developed

close ties with shipping companies, flying crews and spares around the

world. Two further events must have also aided the general development

of the charter operators. One was the establishment in August, 1946,

" of the British Air Charter Association to act as spokesman and pressure

group for the industry; ité original membership of 23 had increased

to 41 by the end of 19&7?7 The other was the opening of the Baltic

Exchange air freight section in August, 1947, making it easier to

'‘marry' cargo and aircraft and so obviate the common diseconomy that

arises when one-way cargoes have to bear the cost of the return flight

45, 'Flight', 10/10/47,p. 433,
46, Ibid., 22/1/48,p. 90 and %/11/49, p. 581.
7. Ministry of Civil Aviation: 'Civil Aviation Report,’ 19L46/47,
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without pay-load.

The charter airlines' period of relative prosperity, however,
‘proved to be short-lived. By the spring of 1948, most companies,
especially the smaller ones, were beginning to feel the strain of a

slack winter period. Business activity continued at a fairly low

level and it secemed inevitable that some of even the larger carriers
would be forced into liquidation. The smaller operators were hit by

a diéappointing fruit season, previously a major source of income for

them; it was far too short and rates were only half those charged in 19&7.h9§

b1

As the major airlines recovered from the immediate post-war chaos it was

only to be expected that they would have less use for the charter companies'
services. The fact that the supply of scheduled service seats was i
catching up with demand may well explain the more stringent enforcement
of charter regulatlons. In May, 1948, for example, Ciro's Aviation

became the first com?any to be prosecuted under the Civil Aviation Act

for failing to furnish documents and information concerning flights to
South Affica requiréd by the Minister;5o On the whole, thérefore, the
situation looked rather bleak for the Independents. They were saved by
two important developments during the second half of 1948, Probably the ;
" more significant in the long run was the decision by the Government to
allow certain priVately-OWnéd airlines to operate scheduled services
within the U.K. as 'associates' of BEA. But in the short run even more
important was the Berlin Airlift, which created, in Mr. Freddie Laker's

vords, the "launching paid for private opérators."51

L8, 'The Economist', 20/8/47, P-‘38O.

kg, 'Aeropléne', 23/7/&8,p. 112,
50. Ibid., 14/5/48 p. 590,

51, Laker, op.cit., p. 331,
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The Berlin Airlift:

The Berlin Airlift was not the first operation of its kind in which
the Independents had participated. During the autumn of 1947, for
example, BOAC and several charter companies had carried out two major
airlifts between India and Pakistan. The first, "up to that time the
biggest air charter in the history of civil aviation," involved the
‘carriage éf 74000 employees of the Pakistan Government and their
families from Delhi to Karachi, as well as 1,500 passengers in the
reverse direction and over 50 tons of food and medical supplies.52
During the second operation, "the greatest civil air evacuatioa which
has ever been attempted," a total of 35,000 people were airlifted between
the two newly independent States.53 Altogether, well over 1,200,000
aircraft-miles were flown and the two evacuations produced a gross

52a

- revenue of £435,840 for the charter companies. Similarly, in May,
1948, Airwork secured a contract valued at 51.200,000 for the time
charter of five DC-Us to the International Refugee Organisation of
Geneva. During the first year of the agreement some 17,500 displaced

sh

persons were carried between Hamburg and Montreal. . But such operations
almost pale into insignificance when compared with &he Berlin Airlift.

The British civilian side of the Airlift, officially described as
"the greatest and largest air supply operation ever attempted, or

55 began on July, 27th, 1948, with

ever likely to be attempted again,"
the deployment of two Lancaster tankers belonging to Flight Refuelling;
other companies began operations from August bth. The blockade of Berlin
by the Soviet Union was finally lifted early in May, 19&9, but civilian
flights continued until August 15th in order to build up strategic

reserves in the city. At its peak 48 British civil aircraft of all types

52. BOAC: "Operation Pakistan,”‘l9h8, p.1-3,
53. Ibid: 'Operation India,' 1948, p. 3-4,
53a Ibid Annual Report, 1947/48, p. 13,

Sh. 'Aeroplane', 28/5/48,p. 619,
55, H.M.S.0.:"Berlin Air Lift", 1949, p. 6,
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T
wvere involved, including even a few flying boats.)6 The reason

for using the independent airlines to Such an extent was quite simply

that there was no alternative. Neither the R.A.F. nor the U.S.A.F. had

ly

the capability to perform the whole task without serious/impairing their

operations in other parts of the world, while the sole use of the

Corporations would have caused severe disruption to their scheduled

services. Altogether 25 British carriers took part in the Airlift,

including BSAA, BOAC and Flight Rofuelling57 (see Table 2.1), under

the direction of E.P. Whitfield, BEA manager in Germany.

56.

57.

Wyatt: 'British Independent Aviation - past and future'.
Journal of the Institute of Transport, 1963, p. 109.

As neither the R.A.F. nor the U.S.A.F. had any tasnker aircraft
in service, Flight Refuelling Ltd., a private company founded in
1936 by Sir Alan Cobham and not really an air transport operator,
had to be extensively used to carry fuel in modified bombers.
Rodrigo: '"Berlin Airlift," 1960, p.ik,



Table 2.1: Berlin Airlift Civil Operators

31’

Company and period number of Sorties Hours Tonnage
of operations. aircraft carried
employed
l. Air Contractors
L/8/48-10/11/48 3 286 1,066 1,376.6
2. Airflight
3/9/48-12/7/49 3 967 2,669 8,416.6
3. Air Transport
Charter (C.I.)
L/8/48-10/11/48 1 205 562 7h2.6
L, Airwork
_10/11/&8-12/2/&9 2 74 218 370.6
5. Aquila Airways
1,/8/48-15/12/48 3 265 700 1,409.2
6. Bond Air Services
) L/8/48-15/8/L8 12 2,577 6,425 17,1314
7. British American
Air Services
11/12/L8-12/7/59 3 661 1,985 b,462.9
8. British Nederland
Air Services }
21/9/48-14/41/48 "1 76 230 276.4
9. BOAC '
20/10/48725/11/%48 3 81 . 22h 29k
10.BsSAA | ,
23/9/48-10/8/49 7 2,562 6,973  22,125.2
11. Ciro's Aviation
- 6/8/L8-10/11/48 2 328 930 1,177.4
12. Eagle Aviation ‘ ‘
26/8/48-15/8/h9 L 1,054 2.“71' 7,203.8
13, Flight Refuelling
27/7/48-10/8/49 12 4,438 11,611 27.114,6
1k, Hornton Airways
2L/9/48-18/11/48 1 108 201 397.5,
15. Kearsley Airways
u/%/us_go/n/us 2 2L6 679 888.6



Table 2.1 (cont'd)

16.

17.

18.

19.

21
22.
23.

2h.

25.

L.A.C.
16/10/48-12.7. 49

Scottish Aviation
L/8/48-14/8/L48 and
19/2/49T12/7/“9

Silver City Airways
18/9/48-5/2/49

Sivewright Airways

13/10/48-15/11/4L8

Skyflight

17/9/48-6/10/L8

Skyways
16/11/48-15/8/49

Trans World Charter
23/9/48-14/11/48

Trent Valley Aviation

L/8/48-10/11/48
Westminster Airways
L/8/48-23/11/48 and
15/12/48-12/7/49
World Air Freight

6/10/48-8/10/48 and
2L/12/48-15/8/49

Total

Source: Stroud:

32,

13 2,760 8,715 16,413.2
5 k97 1,514 3,174.7
L 213 619 896.4
1 32 87 116.1
2 Lo 105 276.1
8 2,7k9 7,348 23,488.3
2. 118 232 ka5, 4
1 186 504 665.5
6 772 2,314 L,3h3.9
3 526 1,212 3,703.2

approx
21,921 60,000  116,980.2

'*Annals of British and Commonwealth
Air Transport, 1919-60; p. 6L9-%0,



Table 2.2: Berlin Airlift, Total Sorties and Tonnage,

Total sorties . RAF - 65,857
U.S. 189,963
British Civil 21,984

Total 277,804

Total tonnage RAF 394,509
Us 1, 783,573
British
Civil 147,727
Total 2, 325,809

Source: Rodrigo: ‘'Berlin Airlift', 1960, p. 215,

Nb. figures given in Table 2.2 do not exactly correspond to those
given in Table 2.1. There are several different estimates of the
quantities involved,wiut Stroud's figures are more likely to be
correct. Compare also Donovan: 'Bridge in the Sky', 1970, p. 198;
HMSO, op.cit.,p 50;and Merer: 'The Berlin Air Lift'. Journal of the

Royal Aeromautical Society, 1950,p. 519.

It is difficult to over-estimate the importance of the Berlin Airlift,
especially if viewed together with the change in Government policy towards
the Independents that began in 1948. During the Airlift British airlines
had transported almost double the total tonnage of mail and cargo carried
by all UK civil aircraft on scheduled services over the previous 23 years.58
Wheatcroft lists three ways in whigh the status of the private companiés was
changed. Firstly, it gave them an accumulation of operating experience which
would have taken them ﬁany years otherwise to acquire. Secondly, it
persuaded the Government of the value of the privately-owned airlines as a

military transport reserve, and indeed their later extensive use in the

field of trooping can to some extent be seen as a direct outcome of the Berlin

>t

58. Merer, op.cit.,p. 519,



Airlift. Finally, it considerably increased the financisl strength

of the companies, since they were able, for the first time, to engage in
a really large-scale transport operation.59 Even those airlines that
were not directly involved in the Airlift benefitted from the general
bouyancy of the charter market. Shortage of aircraft, especially the

-

larger ones, was often so acute that rates were pushed up dramatically.

Associate Agreements:

The second major development during 1948 was the introduction of
'associate agreements'. Since the passing of the 1946 Civil Aviation Act the
Governmeht had remained quite gdament that all schéduled services wiﬁhin the
UK were the sole preserve of BEA. As late as July, 19“7, ¥r. George Lindren,

:Parliamentary Secretary to the Ministry of Civil Aviation, had said that

| "it would be at variance with the Act to allow charter companies to run
scheduled services where the Corporations were unwilling to do so.™

.'Despite such statements, however, by May, 1948, the Government had back-

| pedalled somewhat and allowed a number of independent airlines to operate
certain fegular services as 'agsociates' of BEA, for‘an experimental period
of six months 61 {which was later extended.) Such associate agreements
were drawn up by BEA and defined exactly how the services were to be run.
The main reason for this changé of heartseems to have been a realisation

_that the Corporation would not be in a position within the immediate
future to maintain all the domestic routes which had been taken—ove; in
i9h6/h7 and for wﬁich a demand apparently existed without incurring very
heavy losses. This was a period when the Government was finding it

difficult to raise the capital needed for the rebuilding of the economy

59. Wheatcroft: "Air Transport Policyl i96h, Pa 33-3h4,
60. Quoted by 'Flight', 3/7/47 p. 17.

61. Ivid., 27/5/48, p. 572.°

»
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and in particular for the vast new public sector, so that any short-term

means of tapping private risk capital must have appeared attractive.62

The device of making companiecs sssociates of one of the Corporations
was provided for under Clause 14, sub-section 4, of the 1946 Act,
probably originélly intended to cover the need for one of the nationalised
airlines cohtracting for temporary or emergency operations.
It states:
"In this Act the expression ‘'associate' in relation to any
of the three Corporations means any subsidiary of the Corporation,
or any undertaking which (a) is constituted for the purpose of
providing air transport services or engaging in any other activities
of a kind which the Corporation has power to carry on; and (b)
is associated with the Corporation under terms of any arrangement
for the time being approved by the Mirnister as being an arrangement

calculated to further the efficient discharge of the function of
the Corporation." 63

Duriné this trial period associate services were restricted to
4}0utes on which the demand was seasonal, such as routes to holiday
:reéorts; and fo'sﬁort-disténce ferry services;r Cambrian Airways became the
&ifét Indépendent to be awarded a licence.‘for the route between Cardiff
and Weston-super-Mare, which had been closed down by BEA as unecononmic.
Altogether 20 charter companies were licensed to operate scheduled services on

64

11 routes and inclusive-tours on 13.

In June, 1§h8, iord Pakenham succeeded Lord Nathan as Minister of
bivil Aviafion. One of his first official actions, on July 2lst, was to
. gppoint Marshal of the RAF Lord Douglas of Kirtleside to undertake én
investigation into the operation of associate agreements and their relation

to the Civil Aviation Act. Lord Douglas' report recommended that until

62, Corbett, op.cit.,p. 152-3,
63, Civil Aviation Act, 1946, 9 and 10 Geo.6, c.70,

64, Ministry of Civil Aviation, op.cit.,1948/L9, p.23,
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BEA was in a position to provide all the scheduled services in the
country for which there was a justifiable demand, charter companies
should continue to be allowed to operate certain routes as associates of
the Corporations. The Government announced that the Air Transport
Advisory Council (ATAC), under the chairmanship of Lord Terringtcn,
was to consider each application for a licence and recommend acceptance
or rejectiog, althougl. the final decision had to rest with the Minister.65
In order to assist and guide the Council along the lines of Government
policy Lord Pakenham issued a directive. This laid down that when
applications for licences were being considered the ATAC should pay
atténtion to the cost of supplying ground and navigational facilities
and avoid recommending the route if such additional expenditure seemed
necessary. The Minister also insisted that the Council should have the
<:fight to fix the maximum and minimum fares to be charged, but that in
general fares should not be leés than those charged by the Corporations,
except by agreement with them. Provision was made for the submission
of applications tq the Cofporation for comment, and also that any company
granted permission_to operate scheduled services should not emﬁloy its4
staff on terms less favourable than those offered to the employees of the
nationalised airlines. finally, the Council was directed not to recommend
the award of an associate agrcement licence for more than two years at
a time.6

The ATAC had been established under the 1946 Act to consider,

firstly, any representation from the public about the facilities provided

65. 'Flight', 3/2/49, p. 129.

€6. Hansard, House of lords, 26/1/49, Vol. 160, cols. 350-354;
ATAC Report, 1949, p. 13-1k.
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by the three State Corporations and the charges made for them, and,
secondly, any question concerning air trahsport which the Minister might
refer to it. As there had been very few represgntations from the public
.the Council had had little to do during the first two years of its
existence. But that now changed. In 1949 it received a total of 231
abplications for licences and finally recommended that 2k inéependent airlineg
should be made associates of BEA to operate 59 Scheduled services (two
were subsequently rejected by the Minister) and 26 inclusive-tours.
The following year, out of 177 applications the Council recommended the
licensing of 80 scheduled services and 16 inclusive-tours, nearly all of
whiéh, like the previous year's, were for periods of one yeaf only. This
time the Minister rejected four of the proposed routes.67
By 1950, however, increasing dissatisfaction was being voiced by the
Independents about the period of operation granted fo thém. One year,
or even two, was not enough, they argued, to enabdle them to plan ahead
.with any degree of certainty. They were particularly worried about the
difficulty of raising capital to finance the purchase of new equipment.
As a result of these protests, and after consultation with BRA, it was
decided that associate agreements shouid be extended to a maximum period of
f}ve years.68 This only partly solved the problem.' The ATAC'Report for
1951 commented:
"It has...become even more apparent that there is only a
limited field in which Independent Companies can hope to
operate associated services economically under the present
arrangements... The experiences of the past year suggest
“to the Council that the Independent Companies are unlikely
to seek an increase in the number of scheduled services under
associate agreements with the Corporations, unless they can
be given longer tenure and better opportunities to plan

their operations on a basis giving more economical use of
their aircraft." 68a

67. ‘Flight',b/1/52 , p.16-17. The ATAC had replaced the Air Transport
Licencing Authority, established in 1938 to rationalise domestic
air services - Ministry of Information, op.cit., p.20.

'68. 'Flight', op.cit.
"68a. p. 11-12,
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For such a developmené, however, the private operators had to wait
for a Conservative Government.

Thus, from 1949 the basic principie of a Government mcnopoly in
British scheduled air transport ceased to exist in fact, although it
was to continue as a legal concept for many more years. It was, further-
more, a Labour Government that first opened the door, albeit only
slightly, to the participa?ion of private operators in the provision
of regular air services. Table 2.3 illustrates the beginning of the

recovery of the private sector in this sphere.

Table 2.3: The Independents' Scheduled Services,
1946-1949 (000’s),

Revenue passenger Passengers Revenue ton-miles flown

-miles flown carried Passengers Mail Freight . Total
1946~ 20,060 229.4 2,329 67 113 2,509
11947 1,987 ' 14,2 : 1Lo 8 14 171
1948 330 12.9 2k - - 24
1949 5,965 oo 59 L63 - 209 672

Source: 1iniétry of Civil Aviation: 'Civil Aviatioa
Eeports,' 19L&/L? and 19L8/49,

There is no doubt, of course, that the Government regarded the
associate agreement device as a ﬁurely temporary éolution‘to a difficult
problem. Lord Pakenham warned the Independents that they would be unwise
to consider the new opportunities opened for them as a thih end of the
wedge to their benefit. Three principles, he said, guided.him in
allowing the private airlines to operate scheduled services as

associates of BEA:
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"The first was that we must look to the time when the
Corporations run all the internal scheduled services;
secondly, that there is a limit to the burden that can
be imposed on thetaxpayer during the period while they
are cutting down their costs and actually developing
their network; thirdly, that it would be wrong in the
meanwhile to deny the public any facilities that can
be offered under reasonable conditions by private
companies...(I believe that) nationalised air transport
is the only conceivable form of air transport in this
country." 69

But over the next two years this policy began to look more and
more like a semi-permanent arrangement, and when the Conservatives
~returned to power in 1951 it took on a different complexion and became
the very 'thin end of the wedge' about which Lord Pakenham had

spoken.

Depression: -

‘ The new scheduled services that the Independents were allowed to
operate, of course, were still relatively few in number and it would be
some time before they would make any positive contribution to the
"financial strength of the airlines concerned. In addition, as long as
the Labour Party remained‘in power there would always be a major element of
uncertainty about such services., A BACA report, for example, noted that
~ the YAssociate agreements are granted only with the approval of the
Minister and are in no way permanent., They have helped the companies
but the companies cannot depend upon a continuence of the agreements.
The Corporation is already .taking over some of the routes thch were
started And‘develoﬁed by the companies.”7o Meanwhile, the position of
the private operators, especially those engaged actively in the general

charter market, deteriorated markedly.

69. Hansard, op.cit., 2/2/#9.‘vol. 160, col. 493,

70. BACA: 'A Case for the Independent Air Transport Companies in the UK',
1950, p.9. ‘
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The downturn in the fortunes of the Independents showed
itself in a number of ways. In ﬁecember,'l9h9, Hunting Air Travel
lost its lucrative contract with the Overseas Food Corporation to
BOAC under circumstances that led to protests from Hunting and BACA
about unfair competition from the State airline.71 Similarly, Skyways
withdrew ité services between Nairobi, Mauritius and Johanneshurg

72

because of uneconomic loads and a lack of government subsidy. Perish-
able fruit and flowers, which had once formed the mainstay of air
freight traffic, were by 1949 being carried almost exclusively by rail,
partly beéause the airlines had tended to neglect this market during

the lucrative Berlin Airlift and partly because thé railways were
increasingly able to compete in terms of both price and service with the

73

"use of refrigerated vans, But the major problem, with the ending of
the airlift to Berlin, was that of over-capacity, and it was primarily
this factor that resulted in 1949 being a year of cut-backs and general

‘slump for the private operators. In July, for instance, Skyways was -
forced to lay-off LOO émplo&ees because of the depressed state of the
charter market.7 .

Since the war it had hardly been an infrequent occurrence for a
small independent airline to‘be forced into liquidation, but now both
large and smali companies weré facing difficulties. 1In December, 1949,
Westminster Airways, which had been formed in 1946 by four Members‘of

Parliament, was wound up as a result of "the restrictive provisions of

the Civil Aviation Act, 1946, and other restrictions on the activities of

71. 'The Economist,' 24/12/48, p. 1431-2, and 'Flight,' 3/11/L8 p. 581,

72. 'Flight', 4/8/L9,p. 140,
7%. 'The Economist', 19/1/52,p. 17L.

7h. 'Flight', 21/7/49,p. 68,
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independent charter comp;;nies."?5 The following March, Kearsley
Airways went out of business. The company issued a statement, which
in many ways refleéted the general attitude and apprehensions of the
Independents:
"After thoughtful consideration of the present charter
market situation and the prospects for the future, the directors
of Kearsley Airways Ltd., have decided to cease air operations.
The current unstable conditions have been caused by circum-
stances and events which are already well known and could only
be retrleved, it is thought, by changes which are dlfflcult to
foresee in the immediate future." 76
Probably the greatest surprise came in June, 1950, wheﬁ following the
termination of its contract with BOAC to fly a scheduled service to the
Persian Gulf, the largest British independent airline, Skyways, was forced
into voluntary liquidation. The company was re-formed as Skyways (1950) Ltd.,
fb carfy on operations, but on a much fedﬁcéd:scale; in March, 1952, it
zﬁas taken over by Mr. Efgc Rylané's LAC.77
It is not difficult todiscover the underlying cause of the private,
_Bﬁérators‘Ap}oblemS. The restrictions of fheh19&6 Act, despife the
B;hplaints fr&h the airlines thcmseives, can only provide a partial
ahgwer. Far more impoftaht was the exceséi#e number of small companies
étill trying to scratch a living. Arpendix ITI lists some 70 air charter
carriers registered in April, 1949, almost half of whom probably had no
ﬁore than four aircraft each. The smaller operators could usually, though
’far from aiways,’manage to keep their heéds'aﬁbve watér during periods of
relativé’prosperity. But when the charter mark¢t became depressed, in
;order to keep going they were forgﬁﬁ to resort to the on}y effective

weapon at their disposal - price-cutting - which proved disastrous

"for everyone in‘the industry. As T.L. Logan, secretary of the Airbrokers'

75. Ibid., 8/12/49 p. 731,
76. Ibid.,16/3/50, p. 254,
77. 'The Economist', 17/6/50,p. 1359.



Lo,

Association said at the time:

"Rates in any market fluctuate, but bear a mean
relation to the current conditions. Aircraft operators can
compete by the shading of their quotations or by offering
better conditions, but the wholesale slashing of prices is
not only suicide for the company quoting but causes needless
depression of the market generally and eventual elimination
even of the soundest operators.” 78
In other wofds, what was teking place was the long-overdue weeding-out of
the smaller, less efficient carriers; wunfortunately, they also took with
;hem some of the less secure 1argér airlines.:
An uneconomic price-level was not the only difficulty facing
the small and medium-sized indeﬁendent operators at this time.  Those
that had remained solvent since the war were usually able to cover their-
;ﬁfihe-cbsts and sﬁch overheads as sélariés, hangars and depreciation of
 existing aircraft based on their original cost. But the problem was
that fhe original cost in most cases had been artificially low,bsince the
'flanes had been bought very cheaply as surplus war-stock. Even those
compénies making relatively healthy proflts found it extremely difficult
to accumulate suff1c1ent reserves over four or flve Years to buy replacement
aircraft at current prices un1e§s they were backed by another company
prepared to inject fresh capital. An operator of a Dakota (DC-3), which
might have cost about £4,000 in 1945, would need £60,000 or so to replace
it. Fleet renewal was becoming more and more urgent, partly in order to
remain competitive in the worlé charter market and partly because the ex-
bomberraircraft, with which many of the Independents were equipped, were
nearing‘the end of their operational life. The situation was made worse
Sy the fact that the major scheduled airlines, the normal source of supply
for charter operators, had replgcement problems of their own and were

79 V .

releasing few of their older aircraft.

78. 'Flight! 30/2/%0, p. 399,
- 99. 'The Economist', 26/2/49, p. 381,
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Estimates of the amount of paid flying time needed to remain solvent
varied considerably, but on the whole indicate why the smaller company
found it difficult to finance the purchase of new equpment out of retained
pfofits. One company operating Dakotas reported that each plane had to
earn at least £5,000 a month to meet all operating expenses and the cost
of replacing the aircraft at currenf; prices. This would involve flying 20,000
miles each month, or more than 100 revenue hours, and such figures were
rarely attained by the smaller carriers. Other sources suggested that a
similar aircraft would have to operate for at least 700 revenue hours per
Year to cover prime costs and provide for new equipment at a rate somewhere
between historic and replacement cost. Since by 1949 there was a year-
round excess of capacity in small aircraft and a seasonal excess in larger
planes, it is not surprising tha§ many companies faced severe financial
" strain when forced to modernise their fleets.80 The American charter
market, on the other hand, was booming and a number of British operators
took advantage of the high prices being paid there for second-hand aircraft
to sell out and leave the industry during 1950/51. By the end of 1950
the membership of BACA had already fallen to 25.81 The larger companies,
of course, were in a more favourable position, partly because they often
had access to sufficiegt financial resources to ride out a slump and re-
equip their fleets, but partly also because they were usually more efficient
and able to achieve higher aircraft utilisation figures. . The York aircraft
owned by Skyways, for examplc{lwere flying 2,500 revenue hours per year
(compared with 1,800 for BOAC's Yorks), while the same company's DC-Ls
achieved 3,600 paid flying hours a year (against 3,000 by BOAC's

Constellations).82 But then even Skyways was forced into bankruptcy.

80. Ivid. ;
81, Ibid, 19/1/52,p. 174; 'Flight! 31/8/50,p. 2L9-50,

82. 'The Economist', 26/2/49, p. 381.
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The general economic situation in wﬁich the Independents found
themselves is reflected in the experiences of numerous individual
companies, several of which were to become famous in later years. For
e#ample, East Anglian Flying Services (Channel Airways) had been founded
in 1946 by Sqn. Ldr. R.L, (Jack) Jones. By 1951 business was so poor
that Jones was forced to dismiss thé entire staff with the exception of one
boy, and thé airline was only kept ticking over by carrying out pleasure
flights.83 Eagle Aviation was estabiished in 1948 by Mr. Harold Bamberg
with a single Halifax bought for £500. After a period of fMNying fruit from
Spain and Italy Bamberg bought two more Halifaxes to take part in the
Berlin Airlift. By the early 1950s, howecver, the‘gcneral downturn in the
charter market had caught up with him and he sold his entire fleet,

. reportedly saying that he did so as a personal protest against the
" Government's civil aviation policy.8u But precbably the best-~-known aviation
entrepreneur of the era is Mr. Freddie Lsker. He was a trained engineer
"and at the end of the war, after serving in the Air Transpert Auxiliary, worked
for BEA and LAMS, 1In 1947 he founded Aviation Tradersto buy and sell
aircfaft and spare parts. When the Allied aiflift to Berlin began he
bought 12 Halifaxes from BOAC for £h2,000 (of which he borrowed |

£28,000 from a friend); half were operated on the Airlift énd half used
for spares. With the end of the Berlin emergency, during which he had |
made a handscmeprofit, Laker correctly foresaw what was aboutito happen

in the chartér market. Unlikevmost of his contemporaries, therefore,

he withdrew completely from air trancport operations and instéad began

buying up some 6,000 surplus aircraft engines and 100 bombers, which he

85
melted down and sold for scrap.

The wise investment of the money he
made from this operation was to prove a very important factor in financing

Laker's later aviation activities,

83. 'Aeroplane', 29/9/66,p.5. Channel eventually went bankrupt in 1972,

"84, Jackson: 'The Sky Tramps', 1965, p.78-9. Fagle closed down for the
final time, after a chequered history, in 1908,
85. Ibid. p.. 77-78; T.V. interview, BBC1, 8/10/72.
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The Slump in the charter market lasted throughout 1949 and into
1950. But for those companies that managed to remain solvent }950 in
fact proved to be far from unrewarding. In November, 1950, Eric Rylands, as
Chairman of BACA, commented: "It is becoming abundantly cléar that if
the independent operators are to survive, a proportion of their work must
come eitheridirectly or indirectly from the Government."86 This is
exactly what had already begun to happen, and is the major factor behind
the 1950 recovery. The»Korean War, which began in June, gave new
opportunities to a number of carriers, as well as pushing up charter
rates generally. More important, however, was the beginning of air troop-
ing on a large scale, a development that was to prove the main source of
income for the Independents‘over the next decade or so. In 1950 the
‘Government spent a total of £250,000 on chartering aircraft from the
privafe airlines; during 1951/52 contracts worth £4.5 million were placed.gl7

By the end of 1951, therefore, after six years of expansion and
.depression, optimiem and gloom, a much slimmer, healthier.independent

industry - . .
airling/ emerged, one that had achieved a foothold in the operation of

scheduled services, could look forward to large, profitable government
contracts, and, perhaps above all, saw the return to power of a Conservative
Government committed "to restoring a wide measure of private enterprise in
the air."88 But the réal impoftance of these six years lies in the fact
that out of the political, economic and social disruption eof post-war

Britain emerged a civil aviation structure that, with its many problems

and contradictions, was to last for the next twenty years.

86, 'Flight! 9/11/50, p. k11,
87. Hansard, op.cit., 16/7/52, Vol. 503, col. 2157; 'Flight’', 16/3/51,p.322,
88. Lennox-Boyd, 'Flight', 16/11/51, p. 631,
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Chapter III

NEW, BUT SCRUBBY PASTURES, 1951-€0

Despite the fact that 1951 proved to be a relatively prospérous
year for the privately-ouwned airlines in the UK; at least for those
that mé;aged to remain solvent, the Independents as a group were far from
" satisfied with their situation. Mr. Eric Rylands, Chairman of the
British Independent Air Transport hssociation (BIATA), which ;eplaced
BACA in 1951, claimed that the airlines‘had been living in what was
Virtually'a "Gestapo police-state".1 Government policy, it was argued,
was still far too restric%ive, especially with regards to scheduled ‘
services. Apart from actually obtaining work, howevér. the main
problem was that the Independents did not have the stability nor
prospects to attract large-scale financial backing, and without cspital
they were not able to purchase more modern equipment and expand their
activities. Thus, the victory of the Conservative Party at the 1991
General Election was generally welcomed in private air transport circles.
' The Tories were after all firmly committed to an expansion of the |
opportunities open to the independent operators. Their 1951 policy
statement had beenksuitably vague, merely saying: "For civil aviation .
we favour a combiﬁation of public and private enterprise."2 But that
of 1949 had gone much further: "For the full development of mercantile
aviation, scope must be given to the pioneering spirit of free enterprise,

We shall, therefore, review the structure of the Corporations and of the

1. 'Flight', 16/11/51, p- 631.

2. Conservative and Unionist Central Office: 'Britain Strong and Free,'
1951' po22. ‘
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Ministry itself, so as to eliminate unnecessary functions and restore
as wide a measure of private enterprise as possible." 5 On acceding to
office, the Conservatives quickly re-affirmed that this was still their
policy.

"The private operators have...been allowed to get a
foothold - though only a small one - in the field of the
scheduled services. But there are some of us who feel
that the private operator can play a more important part in
the development of civil aviation...It is the intention of
tne Government to help forward the sound development of
civil aviation, to reduce the cost of air transport to the
taxpayer and to give greater opportunities to private
enterprise to take part in air transport development,
without in any way impairing the competitive strength of
our international air services." b '

For its part, BIATA issued a public statement setting out in detail
the administrative changes it would like to see introduced. The main
demands can be summarised as follows:

i) the amendment of-existing.legislation s0 as to restore a

wide measure of freedom to pri@ate enterprise,
ii) The reservation of charter operations primarily for the

independent companies as long as scheduled services were

mainly reserved for the nationalised airlines.

iii) the establishment of an independent Statutory Licensing Body for
the examinafion and approval of applicatiqns to operate regular
services.5‘
In November, 1951, the new Minister of Transport and Civil Aviatiqn, T.S.
Mackay, informed BIATA and the ATAC that he was about to consider future )
policy with a view to giving the Independents more scope. Meanwhile,

approval to operate new scheduled services as assoclates of the Corporations

was temporarily restricted to a maximum period of one year. Over the

3. Ibid. ‘'The Right Road for Britain,' 1949, p.29,
4, Lord Leathers: Hansard, House of Lords, 15/12/51, vol,174, cols,821-2.

5. BIATA Annual Report, 1951/52,P-32°
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following few months Mackay and, from April, his successor, Lennox-
Boyd, held a series of meetings with BIATA and other interested parties

to assist in the formulation of such a new policy.

The 'New Deal!

The Conservatives' civil aviation policy, the so-called 'New Deal',

was eventually introduced in May, 1952. It is interesting to note that

the process of easing the restrictions on charter companies was to a

large extent an international ‘phenomenon. For example, in France, Europe'é
other major air transport nation, a similar development had already taken
place. As Sundberg points out, throughout Europe andf to some exfent,
North America "fhe previous division of air carriers into scheduled

airlines and the irregulars came to be abandoned more or less completely

7

and the latter category was in many respects assimilated to the former."
This trend is clearly reflected in the number of former charter companies
that became members'of the International Air Transport Association (IATA),
such as Transports Aérians Intercontinentaux and Union Aéromaritime de

Pransport in 1952, Hunting in 1933, Airwork in 1955 and Eagle and Skyways

8 The formation of BIATA, to replace the British Air Charter

in 1957.

Association, might similarly be viewed as part of the same process; the

private carriers no longer wanted to be identified solely with charter

operations.

The primary intention of the new British policy, according to

S

Lennox-Boyd, was to "tilt the emphasis on greater competition in the air."

The opportunities open to the private carriers were enlarged, although

6. Ibid., p.11-12.
7. Sundberg: 'Air Charter,' 1961, p. 31-2.

8. Ibid., p.32; 'Flight', 19/7/57,p.93.

9. 'Flight', 6/6/52 p. 5%+ :
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within the framework of the existing law, partly because of the Govern-

ment's heavy

legislative programme. In other words, the associate

agreément device was retained, as was the ATAC as a quasi-independent

licensing authority with powers of recommendation only. - Under the

Conservatives, however, associate agreements emerged as something rather

different than had been originally envisaged. In Corbett's words, they

became a '"hunting licence for privately-owned airlines to catch what

. 10
traffic they could" from the State Corporations.

The main points embodied in the New Deal were:

i)

ii)

iii)

iv)

the broad field of charter operations was reserved primarily
for the Independents; the Corporations were not permitted
to maintain a fleet of aircraft specifically for this type
of work; 10a

in future associate agreements would be granted for periods
of up to seven years (ten in special cases) to give the
security recuired for the acquisition and outlay of capital;

the Independents could apply along with the nationalised
airlines for any new overseas or domestic service not forming
part of the Corporations' existing networks, providing such
new services did not "materially divert traffic" from
existing operators; they could also apply for any route

from which a British airline had withdrawn for other than
temporary or seasonal reasons;

the Independents were particularly encouraged to apply for
licences to operate all-freight services (the Corporations

were refused permission to apply for such services for one

year) and other special services (such as vehicle-ferries, third-
class services on certain routes, inclusive-tours, etc.) that

were not directly competitive with the nationalised airlines. 11

10. 'Politics and the Airlines', 1965 p. 153. The Corporations no longer,
of course , had any say in the granting or terms of any associate
agreement.

10a. In fact,

BEA had wound up its separate charter section in 1950:

"Our policy is...to operate charter flights only as extensions of
our normal scheduled services and then only in so far as aircraft
and crews are available which will not be required for scheduled
services or duplicates." BEA Annual Report, 1950/51, »p. 12-13.

11. ATAC Annual Report, 1952/53, Appendix E, p. 29-35.
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There can be little cdoubt that the policy eventually decided upon was
a compromise solution. It promised the privéte operators the possibility
of é larger and more secure share of British air transport, but a fairly
moderate rate of growth and the continuance of the Corporation s’ supremacye.
In addition to the heavy legislative programme,.an important factor in
‘determining the make-up of the new policy may well have been a desire to
establish something relatively permanent that would.not be immediately
reversed should Labour return to power. BIATA, for example, following
its meetings with the Minister, reported: "It was clear, as these talks
developed, that the Government were anxious‘to avoid a head-on conflict
with the Labour Party on Civil Aviation policy."12 But like most
compromises, the 'New Deal' failed to fuiiy'satisfy anyone. Certainly
the Opposition disliked the préposals,regarding them‘as the thin end of
the wedge in an attempt to reduce the relative importahce of the State
airlineé. Likewise, despite the similariﬁies between the Government's
policy and that of BIATA, the Independents were far from over-joyed.

The main complaint of the private operatoré still revolved’arcund
the problem of finance. They argued that a type of 'vicious circle! had
been created: the new opportunities‘were neither wide nor secure enough
to attract sufficient capitai, and without 1arge-sc§le financial backing it
was impossible to take full ad?antage of the new policy. Mr. Bric Rylands,
on behalf of BIATA, expressed "profound disappointment that the door to
the development of British air transport is to bé left little more than
ajar." He went on to criticize the Government's continuation of the
"Socialist policy of wet-nursing the Corporations."13. But this initial

reaction was soon followed by the more considered judgment that the

12. BIATA Annual Report, 1951/52, p.l2.

13. 'Flight', 6/6/52,p. 696,
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Independents would fully‘exploit the new areas opened up to them, while
pressing for a more liberal policy. By the end of 1952 even Mr. Rylands
had to admit that although the 'New Deal' still seemed to provide too much
pfotection for the 'haQes' and not enough opportunity for.the ‘'have nots',
the privately-owned airlines had nevertheless gained ground and approached

1953 with more hope than earlier years had g;iven.1

Growth of Scheduled Services:

Despite their initial diséppointment the independent airlines did
indeed take full advantage of the more permissive legislative environment.
Trooping and vehicle-ferry operations expanded rapidly, but it was the growth
of scheduled services that was seen as mqst significént and which attracted

most attention. Apart from strengthening their domestic scheduled services,

the Independents also pioneered various 'cut-price’ 6perations. One of
these was the introduction of Colonial Coach Services on certain cabotage
routes, According to the terms of reference given to the ATAC by the
Minister, any British airline could operate such 'third-class' services
"providing the proposed service is of such a nature as to generate a new
class of passenger traffic without material diversion of traffic from the
'pcrmal scheduled services' of any other previously approved UK operator."
In order to prevent traféic diversion froh an established carrier,
quonial Coach services had to
n (a) provide a ;ower élaSS‘ of service than that of normal
scheduled services, for example as regards type of aircraft,

shorter stage lengths, passenger amenities, baggage
allowance, etc., and ,

(v) be operated to a stated frequency closely related to the
requirements of the new class of traffic in the territories
in which rights may be exercised and at a fare not
exceeding a fixed sum (without rebates) low enough to
ensure dependence on the new class of traffic." 15

14, BIATA, op.cit.,foreword.
15. ATAC, op.cit.,p.}1.
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The idea, therefore, was to give the private carriers the
opportunity of providing international scheduled services, while at
the same time minimising the effect on the Corporations. The new
services were designed to catérrfor those passengers unable to afford
full air fares but who were prepared to accept less comfort and
convenience. The first Colonial Coach service was operated jointly by
Airwork and Hunting once a week from June, 1952, between London and
Nairobi. Both companies had been active for some time on this route,
using the device that later became known as affinity-group charters.
Operating a 25-seat Viking, the journey took nearly three days, compared
with some 24 hours by BOAC; the fare, however, was £98 single, £18a
return, against the Corporation's £140 and £252 respectively. The
success of the initial venture (by mid-June it was already fully booked
each way until the following November) led to its extension to West and
Central Africa snd Gibraltar.
A rather similar development was the introduction of'so-called

'Coach-Air' services between England and the Continent, inaugurated by

Skyways in September, 1955. The concept had been devised during
the late 1940's by Mr. Eric Rylands for use betwecn’Blackpool and the
Isle of Man.'? T.R. Hawkes, of Silver City Airways, argued that the
object of this type of service was "to offer an entirely new form of
integrated public transport; one which differed in method, fares and
service from anything at that time in existence.” 18 The first Coach-
Air route involved a coach journey ffom London to Lympne, a.flight by

a DC-3 aircraft containing 32 seats (the same number as the coach) to

16. 'The Economist] 31/6/92, pe 8k0-3; 'Aeroplane', l7/h/59,P~ Ls2;
Wyatt: 'British Independent Aviation - Past and Future'. Journal of the
Institute of Transport, 1963 p. 110,

17. 'Aeroplane’, 23/9/65, p. b4-5.

18, Hawkes: 'Air Ferry Integration with Surface Transport for the
Carriage of Passengers'. Journal of the Institute of Transport, 1958‘

P 3810

et et
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Beauvais, some 80 miles north of Paris, and finally a train Jjourney
into the Frencg.capital. Again the intention was to 'create; rather
than 'divert' traffic by offering a less comfortable service at a
cheaper price than ordinary scheduled flights. As in the case of the
earlier vehicle air-ferries (see chapter IX) the total cost was kept
down by minimising the actual distance flown and maximising the use of
surface transport. The cheapest fare by Skyways was £7—25p.-night
tourist return, compared with £9.95p. by BEA, (the Independent
also offered a £6.5p. 'no passport' day return with six hours in Paris);

travel time between city centres was 5%-6 hours, esgainst the usual

]
3-2} hours.

It soon became obvicus that a fairly large latent demandAexisted
for this type of operat;pn; in its first year Skyways carried over
50,000 passengers between london and Paris. Despite a measure of
Opposifion from French Railways, a number of othef routes were inaugur-
ated over the following few years with varying success: Skyways also
operated to Brussels, Vichy, Nice, Dijon and Tours; Silver City began
'Silver Arrow' services to Paris and Brussels; Air Kruse a 'Blue
Arrow' service to Lyons; Fagle a 'Swiss Eagle' service to Basle; and
Air Charter routes to Calais, Rotterdam and Ostend.20 Thus, the
- development of both Coloﬁial Coach and Coach-Air operations can be viewed
as attempts by the Indep?ndents to gain a foothold in the scheduled
sector of air transport by exploiting a demand for cheap travel. It

might be said that government policy had forced them to discover that
a large section of the travelling public are highly cost-conscious,

something which it took the larger established operators a considerable

19. Davies: 'A History of the World's Airlines', 196k,p.316-7;
'Flight} 29/7/55,p. 146.
20. 'Aeroplane', 1/7/60,p. 13-5.
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time to discover. Equally, however, it could be that in the case

of Coach-Air Services the Independents were competing not so much with the

scheduled carriers by means of price-cutting, but with surface transport

concerns by offering 'mproved service at a small premium cost. Coach-

Air services were considerably quicker than their rail/sea counterparts

with fares only marginally nigher. The truth probably lies somewhere

between the two.

In announcing the ‘New Deal' policy the Minister of Transport

and Civil Aviation had placed particular emphasis on the opportunities

open to the private sector in the field of scheduled all-freight services.

The nationalised airlines in fact were not allowed to expand their

scheduled freight network during the twelve months up to July, 1953.

Here again the Independents were far from slow to exploit the possibilities.

Both Airowrk and Hunting applied to the ATAC for authority to operate on the

North Atlanfic. Airwork was successful and received a ten-year licence,

. . 21 .
adding US Presidential approval in April, 1954, This was rather un-

for tunate for BOAC, which nad itself intended to inaugurate a freight

service on this route in the near future and was already negotiating to buy

special freighters. At the request of the Minister the Corporation and

Airwork held discussions on the possibility of co-operating in the running

of the service, and there appears to have been a move in this direction,

although with no discernible results.

Other scheduled all-freight services were also éoon established.

In January, 1955, for example, Airwork began operating between London

and Frankfurt, while Hunting-Clan (as it was now called) followed in July

with a freight service between the UK and Africa, in association with

BOAC.?3 In November, 195&, Skyways had similarly entered into an agreement

21. Ibid, 23/4/5h, pe503.
22. 'The Economist', 13/2/54, Ppe L82-4,

23. 'Flight', 7/1/55,p 27 and 8/7/55,p.62.
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with the State airline to operate the latter's freight services to

Singapore and Hong Kong (from Singapore Qantas tock over as far as

Australia). The Corporafion had been losing between £150,000 and

£200,000 per annum on these routes, primarily because of the excessive

cost of keeping a small unit of quk aircraft just for freighting -

purposes. Skyways was chartered to carry any freight that could not be

. 2k
accommodated on BOAC'S scheduled services. In fact, the Corporation

wanted to purchase a holding in the private carrier. The Minister at

first sgreed, but four days later withdrew permission "when it had

become clear to me that the proposed agreement discriminated against

other independent operators.”

A further sign that times were improving for the privately-owned

airlines was the fact that several of them were able to finance the

purchase of modern aircraft, such as Viscounts, to replace their obsolete

equipment. Their initial fears on this count largely proved groundless

because of the considerable influx of capital from a number of shipping

companies during the early 1950's. In May, 1953, for example, Hunting-

Clan was able to order three Viscouat 700's (later increased to five), the

first of which was introduced on domestic and international routes in

June, 1955,26Airwork soon followed with an order for three Viscount 700's

for delivery in the first half of 1956, and in June, 1955, Transair

. 27
e extended Viscount 8C0's. Thus, the private operators,

.

appeared to be enjoying a rapid and relatively

ordered two of th

especially the larger onesS

prosperous expansion. As might be expected, their initial rate of growth

2Lk, Select Committee on Nationalised Industries: 'The Air Corporations',
1958/59, p. 160-1; BOAC Annual Report, 1961/62 p.53,

25. Hansard, House of Commons 5/b4/54, vol. 526.,c01.9 (Written answer).
26. 'Flight', 22/5/53, p.641 and 29/b/55, p.5k1.
27. 'Aeroplane’, 27/8/54, P 268 and 1/7/55,p.23,
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far exceeded that of the Cofporations (see Tables 3.1 = 3.3).

TABLE 3.1 ¢ Scheduled Services Operated by the Independents

1950/51 = 1959/60 (Percentage increases in brackét&)

Passengers Passenger= Freight(ton- =~ Mail(ton-miles)

carried miles(000's) miles)(C00's) (000's)
1950/51 55,512 ( = )* 10,732 « =) bho ( = )* 9 ( =~ )+
1951/52 7,k26 (3h.0)e 1,598 (36.4)* ok (113.9) 11 (22,2)
1952/53 123,957 (6647) 29,245(100.0) 1,240 ( 31.8)* 15 (3h.l)*
1953/5% 244,791 (97.4) 56,481 (93.5) 2,410 (212.2) 23 (55.3)*
1954/55 337,228 (37.7) 86,038 (52.2) 2,930 ( 19.4) bt (91.3)
1955/56 506,331 (50.1) 123,312 (43.4) 9,610 (228.0) 43 (-2.3)
1956/57 637,413 (25.9) 149,456 (21.2) 6,567 (=31.7) ko (-7.0)
1957/58 755,617 (18.5) 173,013 (15.8) 7,958 ( 21.2) 3k (-15.0)
1958/59 769,878 ( 1.9) 188,955 ( 9.2) 11,033 ( 38.6) 34 ( =)
1959/60 950,029 (23.4) 218,700 (15.7) 15,12% ( 37.1) 17 (=50.0)

Traffic reéults for years ending 31st March unless marked with an>
asterisk (30th June). Excludes inclusive tours,

Sources : from BIATA Annual. Reports and Ministry of

Transport and Civil Aviation.
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TABLE 3.2: Pascengers Carried by the Independents 1952/53 - 1959/60,

International Colonial Coach UK Domestic
Scheduled and Coach Scheduled
1952/53 l 7,000 - 68,000
1953/54 43,200 ~ 4,870 100,000
1954/55 65,752 10,128 / 148,722
1955/56 92,681 13,456 218,910
1956/57 178,726 ' 15,457 283,688
1957/58 239,41k | 15,970 337,103
1958/59 229,179 17,000 229,087 -
1959/60 274,938 19,120 336,413

Sources:  ATAC and BIATA Annual Reports.

TABLE 3.%: Percentage changes over previous years in passenger-
miles flown by the Corporations and Independents,

1952/54 - 1955/56 (Scheduled Services).

BOAC BEA Independents
1953/54 +3.6T I +28.7 + 93.1
1954/55 4.2 | +22.1 + 53.6
1955/56 +19.7 +22.8 + 43,3

Source: from Ministry of Transport and Civil Aviation.
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Retardation A

From £he mid-1950's a feeling of frustration began to establish
itself among the privately-owned airlines. As the decade wore on the
momentum of the expansion of scheduled services slowed down dramatically,
and it increasingly became obvious that the 'New Deal' was failing
to provide the firm foundations on which the Independents hoped to build
a stable and profifable future. As 'The Economist' noted: ‘"The changes
made in 1952 opened up to the independents a whole vista of new, but as
it turned out somewhat scrubby pastures."28 To some extent é retardation
in the rate of growth was inevitable - the private sector obviously
could not sustain a very high growth rate for long - but the dovn-turn
came so quickly and was so sharp that the airlines were soon demanding

action on the part of the Government to rectify the situation, and they

continued to voice their dissatisfaction with official poliey through-
out the remainder of ;he 1950's. As early as Decembér, 1954, for
gxample, the chairman of BIATA, Air Commodore Powell, was arguing that
a review of the 1952 policy was essential, not only to establish the

position of the independent operators on a sounder basis, but also to

29

accelefate the overall expansion of the air transport industry.
The following year, M.H. Curtis, the new BIATA chairman and -

managing director of Hunting-Clan, returned to the same point

and summed up the principal complaint of the Independents:

"The compromise policy of 1951 (eic) has in application
shown itself to be at best a 'shot in the arm'. It has kept
a sorely sick patient alive, but it still remains to be
seen whether the doctors considered that they had then
finished their job so that the patient was merely now suffer-
ing a longer drawn-out, and very costly, demise. Or
whether the doctors were in the meantime investigating the
root causes of the disease and getting ready to administer
a further 'shot' which would not only restore the patient

28. 23/2/55,p. €57-9.

29. 'Flight, 10/12/514, p. 817, .
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to competitive fitness - but ready him for starting a
whole family of healthy off-spring! At the present an
atmosphere of disillusionment is developing among the
independent operators and the patient anxiously hopes for
some straight talking from its doctors - in this case the
Government.," 320

The 1956/57 BIATA Annual Report similarly repeated the demand for a re-
examination of current policy:

"The broad background of the year which is now under
review... clearly emphasises, once again, the urgent need
for considerable re-thinking on the question of the future
of the independents and of British air transport. More
than anything, perhaps, it indicates that the limits of

current Government policy have been reached in all but a
few cases as far ss the independent airlines are concerned.”- 31

The available statistics appear to sppport the private operators'
view that their early é;ins vere increasingly being threatened. During
the second half of the 1950'5 the-Indcpendents' rate of growth was
appreciably less than that of the Corporations;' their share of Britain's
total air transport effort fell from approximately one-third ih 1956 to
one-quarter in 1959. Such activities as trooping, veﬁicle—fcrry
operations and inclusive-tours, of course, continued to record rapid
advances, But, on the whole, the expansipn of scheduled services reached
; peak in 1955/56, and thereafter was relatively static until 1959
(see Table 3.1). This is important-because a large proportion of
scheduled activity, with its high revenue rates, was regarded as essential
for an airline's continued security énd profitability. By 1958/59
scheduled services still only accounted for 2% of BIATA-member’companies'
total output, compared with air troopings 496, The proportion of UK
scheduled capacity produced by the private sector rose from 1.8% in
1952/5% to ¢ in 1955/56, but fell to 6.6% the following year,32 although

the share began to recover towards the end of the decade.

20. 'Financial Times', 5/9/55 p-7.
31. p.b.

32. BIATA Annual Reports.



60.
As far as domestic services were concerned, the main problem for
the Independents centred on the fact that most of their output was
concentrated on the 'holiday' routes, primarily to the Channel Islands and
the Isle of Man. As the decade wore on the situation improved somewhat,
but not nearly fast enough.

TABLE 3.4: Number of Passengers Carried by the Independents on UK
Domestic Scheduled Services, 1953/54-1955/56 (000's),

1953/54 1954/55 1955/56
Channel Isles 1) 69 98
Isle of Man Th2 54 : 67
Other 9 25 54

Source: BIATA Annual Reports.

. The inevitable result of this situation was that the private operators
experienced very severe peaking problems, since most of the traffic
would naturally be concentrated during the summer months. Thus, their
peak month/trough month ratio for domestic services was 22.3 : 1.in
1953/54 and 23.1 ¢ 1 in 1955/56, compared with BEA's 4.1 : 1 and

3.2 ¢ 1 respectively.33 There had been only a marginal improvement by
the end of the decade. In 1959 privately-owned airlines were operating
just two trunk routes, London-Newcastle (BKS) and London-Liverpool
(Starways). Table 3.5 shows the results of a survey carried out by

'"Flight' in 1959; the Independents' peak/trough ratio was still 12 : 1,

against 3 : 1 for BEA .

33, From Ministry of Transport and Civil Aviation: ‘'Operating and
Traffic Statistics of the UK Airways Corporations and their
Associates.'
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TABLE 3.5: Sample Capacity Offered on UK Domestic Routes,
February and August, 1959.

-

Seat-miles available Seat-miles available Peak/trough
- (000's), February, (000's), August, ratio,
1959. 1959.

BEA 19,803 55,573 3:1
BKS o6 f L,gks - : 10 : 1
Jersey Airlines L5z o . C h,715 .10 ¢ 1

Silver City 66 i 4,609 . 701
Cambrian 250 2,045 . 8 : 1
Derby 130 1,886 ;1
Channel ‘ -~ . o 1,669 : -

Scottish ' - ' ho? -

Transair - . - 353 -
Starways 210 310 ' 11t
Morton 24 ' A 297. 12 ¢ 1

Eagle - _ 156 ' -

Don Everall - S 86 -
Total 25,532 ' 77,141 : 2.5 1 1
Independents
only 1,729 21,568 12 : 1

* = Starways only operated a single route, the business-orientated

London~Liverpool service.

Nb. The above figures relate to capacity offered; since BFA's load-
factors were generally better than those of the Independents, the
peak/trough ratio of traffic actually carried would be even less
Tavourable to the latter.

Source: ‘'Flight! 8/4/60, p.h80-1,
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Scheduled freight services appeared to have enjoyed a more
buoyant expansion, despite the considerable decline in 1956/57
following Airwork's withdrawal from the North Atlantic (see below).
Unfortunately, some of this growth may be fictitious, since it seems
probable that on certain major long-haul freight contracts 'load ton-
miles' and 'capacity ton-miles' were treated as synonymous. The more
likely situation is that freight traffic also rose to a peak in 1955
with Airwork's Atlantic service, dropped dramatically the following

Year, and by 1959 had only risen slightly above the 1955 leve1.3h

The Set-Backs

Airvork's éttempt to establish itself as a scheduled all-freight
carrier on the North Atlantic illustrates the frustrations felt by the
Independents at this time. As we have seen; freighting had been
singled out by the Government in 1952 as an area of activity particularly
suitable for participation by the private sector. Yet, acqording to the
airlines, when licences were eventually granted they were so riddled with
restrictions as to be of little commercial value. Inaugurated on March
- lst, 1955, Airwork's thrice-weekly North Atlantic Service was abandoned
‘just over nine months later because of continuing losses. According
to a statement issued by the company the deficits were pfimarily the result
of four factofs. Firstly, although BOAC and foreign airlines serving
Britain under bilateral agreemenis were allowed to carry mail, and the
Post Office had ;nformed Airwork that it was willing to use the Inde-
pendent's services, the Government had refused to grant the necessary
permission. Secondly, in order to make the most economical use of its

aircraft, Airwork also wanted to operate passenger charters, but the

35. BIATA Annual Report, 1958/59; 'Flight) 20/11/59,p- s7k,
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British Government had refused to take action to obtain US authorisation.
Thirdly, Airwork's licence had included Milan and Stuttgart; the
Governmént, however, had failed to negotiate traffic rights on the airline's
behalf to these points and there had been a long delay in obtaining rights
for Diisseldorf. Finally, a large amount of traffic which otherwise might
have moved through London had been diverted to Continental airports,
such as Frankfurt or Amsterdam, because of the lack of British duty-free
zones for cargo in transit; the average load-factdr on the outward
Jjourney, for example, was éonsiaerably higher than that on the return
flight.35

The following March all the remaining Airwork scheduled freight
services were withdrawn : "Experience since December last has shown
conclusively that the Continental. services (which have been serving
London, Manchester, Birmingham, Frankfurt and Dusseldorf) cannot be.
economically operated separateiy from the larger North Atlantic cargo
service."36 It gs probable that Airwork exaggerated some of the
difficulties involved and was itself far from blameless for the failure
of the services. After all, it vas well aware of the restrictions
placed upon the operation before it decided to go ahead. But to moét of
the Independents the episodé was indicative of the situation in which the
Government had placed itself and of the problems that the private sector
faced. Having expanded the opportunities open to the Independents, and
in particular delineated certain areas of operation in which the private
airlines were encoﬁraged to partake, the Government appeared to be un-
willing to carry through its policy to its rational conclusion, and instead

seemed to be creating new difficulties.

35. 'Flight! 23/12/55, p. 949 and 30/12/55, p. 979,
36, Ivid, 16/3/56, p. 205,
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A rather similar situation arose- over the Colonial Coech
services. When Airwork and Hunting-Clan were initially granted seven-
year licences to operate to Africa they were permitted to use only
obsolescent aircraft, such as Vikings, in order to minimise the threat
of competition to BOAC. They accepted these conditions, but confidently
expected to be allowed in time to operate more modern types. Unfortunately,
the ATAC kept rigidly to its terms of reference, with the result that
both companies had to sell-off new equipment purchased pfimarily for
these routes.>’ Originally BOAC had also operated relatively old
aircraft to Africa, Argonauts and Canadair iV's, because of equipment -
problems of its own. But by early 1957 the Corporation was preparing to
introduce more competitive Britannias. The situation was made worse for
the Indépendents becauég of two further developments; Firstly, several
.Africaﬁ colonies were gradually obtaining their political independence,
which meant that air services to them‘would no longer be classed as
cabotage. Colonial Coach services, therefore, would shortly not’be
permitted to these States. Secondly, early in 1958 the JATA-member
airlines were due to introduce on the Atlantic routes a third-class
(known as T.3L4) standard of service and fare, in addition to economy
énd first-class standardé. T.jh would undoubtedly spread to Africa
sooner or later and woula be priced at about the same level as Colonial
Coach services. The proglem for the Independents was that under the
existing terms of referénce to the ATAC they would not be allowed to
share in this new class of traffic, while their own Colonial Coach
services would be severely undermined, if not destroyed.38. Thus, the

outlook for the private sector as far as international scheduled

services were concerned was not very bright.

37. Ibid, 6/1/56,p.27 and 5/4/57, p.b57.

38, 'The Economist', 23/2/57, p-657-9.
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Suppofters of a strong private enterprise éystem of air
transport suffered a further blow in the mid~1950's with the beginning
of what appeared to’many as the gradualkabsorption of a number of the‘
larger independent operators by the nationalised airlines. Thé first
privately-owvned carrier in which a Corporation purchased a shareholding
was Jersey Airlines (JA). In Marcl'n, 1956, BEA withdrew its old Rapides
from service39 and handed over the routes on which they had operated,
between the Channel Islands, Alderney and Southambton, to JA, at the
same time acquiring a 25% interest in the Independents parent company,
Jersey Airlines Development Corporation. The intention was obviousiy to
rationalise the operations of BEA and JA on the Channel Island routes by
ltransferring the local services, which had been losing money heavily,
to an airline that was, hopefully, better suited to operate them. JA
would then 'feed' traffic into the Corporatioﬁ's trunk routes.ho In
fact, the arrangement did not prove completely satisfactory and was
terminated in 1961. BEA's 1961/62 Annual Report records : "This decision...
followed the introducfion of the Civil Aviation (Licensing) Act of 1960
when it became evident that conflicts of interest might arise as a
result of BEA’being both a shareholder and a competitor of Jersey
~Airl:'mes."l}1 Shortly afterwards JA was absorbed by the Air Heoldings
Group.

BEA made a similgr type of arrangement with Cambrian Airways. In
May, 1956, it was announced that a ten-year agreement had been signed

between these two airlines for the integration of certain services to

39. In fact, BEA continued to operate Rapides on the routes between
Lands End and the Scilly Isles until the mid-1960's.

Lo, Wheatcroft : 'Air Transport Policy', 1964, p.42; Scott-Hill and
Behrend : 'Channel Silver Wings', 1972, p.13-14,

b1, p.63.
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the Channel Islands and in the West Country. Cambrian took over
responsibility for all Liverpool-Channel Island routes and agreed to
introduce a service linking Manchester with Cardiff, Bristol and Jersey.uz
This was followed in February, 1958, by BFA's acquisition of one-third of
the shares of the Cardiff-based airline.qB Again BEA was using an
Independent to operate unremunerative feeder services, although an
additional factor may have been the need to answer criticisms from
Welsh nationalists that the Corporation had virtually ignored Wales
(especially when compared with Scotland, where there was a separate BEA
division.)

Cambr{an itself must have realised that serious financial problems
lay ahead and that a major injection of new capital would be needed.
Over the previous five years the airline had experienced an ennual rate of
traffic érowth of the ogéer of Ed%, so that the forecast of a 15% increase
in 1958 implied a considerable retardation. In fact, even a 15% growth

rate proved quite unrealistic, and traffic actually fell. Canbrian

bl;med its‘difficulties on the world-wide recession in the travel

business and on the fact that the Empire Games were held in Cardiff,

vhich encouraged people to stay at home. But the airline's problems must have
been more serious and deepef than these explanations suggest. It was

forced to cut-back its operations drastically, including at one point the

sale of the entire aircraft fleet, although the position began to improve

from the spring of 1959 and services were resumed with aircraft leased

from BEA. There appears to have been an unwillingness on the part of the
private shareholders in the cdmpany to provide further funds (this was
admittedly a period of credit squeeze), s0 that it fell to the Corporation

to bail out the Independent. ' It is interesting to note that BEA did hot

L2, 'Flight', 25/5/56,p. 658,
43, TIbid., 14/2/58, p.221. ,

L4, Tbid., 19/9/58, p.502 and 10/10/58, p. 60k; Cambrian Airways Ltds
'Report and Accounts, 196h; History of the first 30 years', 1965, p.14-15,
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feel compelled to dispose of its shareholding in Cambrian after the
introduction of the 1960 Act. Similarly, the purchase of interests in
Cambrian and Jersey Airlines contrasts with the failure of BOAC to
obtain permission to invest in Skyways in 1954.

The affair of the purchase of Central African Airlines (CAA) by
BOAC may not have been vital to the post-war development of Britain's
private airlines, but it must have been even further confirmation to
the Independents, if any were needed, that the vaernment was not
prepared to take their side at the expense of the Corporations. 1In
February, 1957, it was announced théf the Hunting-Clan group of air
transport companies and the British and Commonwealth Shipping Company
were negotiating in Salisbury with the Central African Government for
the purchase of a contf&lling interest ig CAA, which the previous year
had incurred a loss of over 5250,000.h5 Hunting-Clan was probably
primarily interested in the African company's traffic rights to London,
South Africa and the Middle Fast; in other words, as a way round the
British licensing regulations, especially‘in the cqntext of the growing
threat to Colonial Coach services.

BOAC and South African Airways made no secret of their opposition
io the deal, and the following May the Corporation entered into an
agreement which guaranteed the African girline a total revenue of
£1,750,000 over a ten-year period in return for the right to operate
its services between the UK and the Fé@eration of Rhodesia and Nyasaland,
These services had been operated by BOAC and CAA for some years in pool,
and it was apparently the latter carrier that had initiated the

negotiations.b6 Nevertheless, the terms of the agreement certainly

appeared very generous. For little or no effort on its own part, CAA

L5, 'Flight', 22/2/57, p. 260; 'The Economist', 16/2/57,p. 587-8.

L6, Hansard, op.cit., 29/5/57, vol.571, col. 798,
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was being guaranteed a profit of £175,000 per annum, three-times
BOAC's total net operating surplus in 1956. The Corporation, on the
other hand, argued that in fact such a sum "is within the earning
capacity of the pooled operation of the route."h?. It was rumoured
that Pan Am. was also interested in CAA, and it may well be that the
British airline's action was primarily intendea to prevent an American
incursion into a traditionally European domain. But inevitably the )
Corporation's investment was seen as an attack on the private operators,
an attack, further, that was .sanctioned by the Government. The
Conservative Bow Group issued a Memorandum pointing out that the deal
would involve the payment to CAA of between 20 and 25 new pence out of
every £1 revenue earned by BOAC on the route:
"It would appear that n; airline today, and certainly
not BOAC, is so profitable as to offer such terms for

acquiring new business. The inescapable conclusion is that
BOAC has deliberately, as an act of long-term policy,
undertaken to incur heavier losses, or reduced profits,

for the express purpose of avoiding competltlon from
private enterprise British companies.' L8

Some Improvement

Despite the overall poor performance of the private sector, there
}s some evidence of recovery towards the end of the decade. In
particular, important developﬁents took place in the field of Colonial
Coach services. After repeated protests from the airlines aboutkthe
doubtful future of their international services on cabotage routes, the
Minister of Transport and Civil Aviation eventually asked FE; ATAC, in

February, 1957, to advise him "urgently" on the situation,

—

k7. Ibid.; 'Flight', 24/5/57,p. 685.

48. Bow Group: 'Private Enterprise and British Air Transport' 1957, p.3.
49, 'The Economist', 23/2/)7’ p. 657-9.
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The Council reported in June and its recommendations were accepted by
thg Government., In the short term, Airwork and Hunting-Clan were given
permission to use more modern aircraft, such has Viscounts and Hermes,
on their routes to Nairobi and Salisbury, although the approved frequency
was slightly reduced to take account of the increased capacity. Furthef,
because Chana was no longer a colony, the two Independents were allowed.
to operate tourist-class services to Accra via the West African route
(Bathurst and Freetown) with no restriction on the type of aircraft
employed. In the longer-term, Airwork and Hunting—Clén vere to provide
T.34 (third-class) instead of Colonial Coach Services on their existing
routes to Nairobi, Salisbury and Accra, on the basis of BOAC having 20t and
the two independents together 20% of the UK share of the total capacity
needed for the new classd of service. It was ectimated that these were
the approximate proportions in which tourist énd Colonial Coach traffic
were then divided between the three airlines. BOAC was to continue to
cater for the UK share of the higher classes of traffic on these routes.50

The new proposals were a disappointment to many people on both side
of the political spectrum. In the House of Commons Mr. Paul Williams
summed up the feelings of a large part of the private sector. "I...
come to the conclusion on this alteration that the independents are losing a
proportion, and quite a éeveré proportion of the ?raffic which they
pioneered, in which they 'risked their all and are being forced to let
g0 this traffic to the Corporations which previously had’shoﬁn little
interest in this field." 4

The Opposition, on the other hand, regardcd the propgsals as yet

another example of the erosion of the State airlines' services for the

50. Hansard, op.cit.,26/6/57, vol. 572, cols,28-L0 (Written Answers),
" 51. Hansard, op.cit., 22/7/57, vol.574, c0l,130.
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benefit of private enterprise. BOAC employees even threatened to
strike over the matter. 72 Similarly, the Select Committee on
Nationalised Industries noted: "An arbitrary division of traffic
between BOAC and the independent companies, based on a definite

-

percentage of traffic, will hinder the efforts of BOAC to improve the
efficiency of this service and to expand tﬁeir activities.”sz. Never-
theless, while such arguments were proceeding, Airwork and Hunting-Clan
took full advantage of the new regulations; at 1ea$t they now knew
exactly where they stood. Viscounts were introduced on the Colonial
Coach 'Safari' services to East aﬁd.Central Africa in October, 1957, and
on the IATA-rate tourist services to Ghana the following January. ‘54
Both companies placed further orders for new equipment during 1958,
Before the second part of ﬁhe proposals could be implemented, however,
further developments took pléce. In December, 1958, Eagle dropped
what was described at the time as a"bombshell"by applying to the ATAC
for licences to operate zervices on certain British cabotage routes
at about half the current scheduled air fares. The routes involved
were London to Aden/Singaéore, Nassau/Kingston, Trinidad, Kano/lagos,
Nicosia,vMalta, Gibraltar, Nairobi and Aden/Hong Kong. There is little
doubt that these very low fares(VLF), as they were known, not only
surprised and embarrassed the Government and the ATAC, but also the other
private operators. Yet, despite their unpreparedness, the following

February Airwork and Hunting-Clan announced a scheme that was to all

intents and purposes a replica of Eagle's. Again operating in

520 'Flight', 6/12/571 pe. 8680
53. 'The Air Corporations', para. 208.
5h. 'Flight', 25/10/57, p. 666 and 29/11/57, p. &51.

55. Ibid.,26/12/58, p. 986 and 13/2/59, p. 232.
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partnership, they proposed, for example, a return fare to Hong Kong
of £245, compared with BOAC's £415-80p., while Eagle wanted to charge

£19 return to Malta, against BEA's £52.60p. The Independents claimed

[ =

that by using aircraft such as Britannias and DC-6s, cutting standar%? of
' 2

seating and eliminating catering they could make the services pay.

The VLF proposals placed the Government in a difficult situation
and were probably a major factor in forcing it to realise the failure of
current policy. To permit the.Independents to operate VLF services
] would have severely undermined the>competitive position of the Corporations,
but equally how could the Government justify politically the maintenance of
what now appeared to be an excessively high fare strudure? The dilemma
was solved with the introduction of the 1960 Civil Avistion (Licensing) Act
(see following chapter), after which the private operators wére far less
interested in cut-price services. Nevertheless,'the problen of finding
a replacement forbthe old Colnial Coach services still remained. From
October 1st, 1960, international second-class fares were due to be
reduced by between 10 and 16% on all routes other than the North Atlantic.
The Government announced that British airlines (both Ihdependents‘and
Corporations) were also to be allowed to run additional'third—class
services to certain colonial territories at prices a further 1L to 16%
below the new JATA tourist fares. Traffic was égain to be pooled, with
BOAC taking 70% of the British share. 7

Continued criticism of civil aviation policy by the independent
airlines inevitably had an effect and eventually even the Government was
forced to see the need for reform. The 'New Deal' had obviously failed
to provide the private sector with stability and direction. The VLF affair
had shovn that the Government was still not prepared to face up to the inevitah]e

result of a pro-Independents policy, namely a curtailment of the pﬁblic sector,

—

56. 'The Economist', 21/3/59, p. 1091,
57. Tbid., 9/4/60, p.185. '
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In August, 1959, Harold Watkinson, Minister of Transport and Civil
Aviation, indicated the general diréctioﬁ in which the Government appeared
to be heading: "At home... my thoughts are turning very much to the
concept of a freer pattern of air transport. 'This, I think, would be best
achieved by the concept of a new, more independert licensing authority.

This, of course, would need legislation and no doubt changes in exis%fn@
, 5

-

legislation. It is, therefore, a matter for the next Parliament."
Thus, the ground was prepared for the 1960 Civil Aviation (Licensing)
Act, although there was surprisingly little evidence to suggest that the

Government had learnt the real lessons of the previous decade.

The Tifties

It is important to keep the criticism.of Government policy in
perspective. During the 1950's the private sector made considerable
advances. Between 1953/54 and 1960/61, for exayple, their annual
scheduled traffic (measured in load ton:miles) increased approximately
63-times, compared with a 23-fold growth by the natioralised airlines.
During the same period their share of total British scheduled traffic
rose from b to over 8% . In addition, of course, trooping, vehicle-
ferry operations and inclusive-tours expanded even more rapidly., But
such statistics do not really give the whole picture; the'fact remains
that the 'New Deal' policy of 1952 failed to create the right political
and economic conditions for the continued progress and stability of the
private airlines, which was presumably one of its main éims. A 'Flight!
editorial in 1953 commented: "Civil aviation in all its branches has

great expectations from the present Government... (But) still there

58. Speech at annual luncheon of Air Registration Board - 'Flight',
14/8/59, p.26.

59. ATAC Annual Report, 1960/61, p.b,
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remains this most debilitating atmosphere of transcience; the feeling of
no stability, a continued leaning towards temporary expedients in place
of long-term planning." One can only add that nothing that occurred
during the remainder of the 1950's would have altered this view as far
as the independent airlines were concerned.

By 1959 the Independents, although as a group and, on the whole,
individually much larger than in 1952, &till lacked the 'long-term
security and opportunities for expansion,' of which Lennox-Boyd had
spoken when introducing the new policy. A possible explanation for this
failure is not difficult to discover. Harris argues:

"In airways...the Government's main aim seemed to be
to protect its own industries, accommodating private
companies with the minimum disturbance rather than
fostering genuine competition. The 'modus vivendi'
achieved could only be temporary as the private companies
continued to seek to expand, thus further limiting the
operations of the public corporations, themselves already
under pressure from severe international competition." €4
We shall return to this point in the following chapter. 'The Economist's'

view of air transport policy during the 1950's might in the meantime serve

as an apt conclusion to this chapter:

"Conservative policy in the early 1950's deliberately
encouraged the independents to think they would get a
larger share of the cake; Ministers have spent the sub-
sequent nine years trying, with growing embarrassment,

- to find where to cut it from." 62

v

61. Harris: 'Competition and the Corporate Society', 1972, p. 201.
62. 13/2/60, p. €51. ' ‘
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Chapter IV

THE CIVIL AVIATION (LICENSING) ACT

By 1960‘it was vaious to most that a new approach to the problem
of air transport licensing in the UK was needed, or at the very least
a tidying-up of existingvlegislation. The policy introduced in 1952,
the so-called 'New Deal', had clearly failed to achieye its supposed
prime aim, the establishment of a large, prosperous and stable private
sector without materially harming the nationalised Corporations. This,
howeve¥, was only one of the pressures tending towards a new look at
civil aviation policy. An additional factor of some importance was a
growing realisation of the unsatisfactory state of tﬁe law governing air
safety in the area of charter operations, which were not fully covered
by existing regulations. In particular, consideraﬁle publicity resulté§.
from the crash of a Viking aircraft belonging to Independent Air Travel
at Southall in 1958, in which seven people lost their lives.! The
reporé of a public inquiry into the accident indicted the airline
concerned, concluding that its operating and maintenance standards left
$uch to.be desired.2 Although Independent Air Travel was soon forced
to close down, the damage done to the image of the private carriers
was substantial. Thus, the Government was pushed towards a policy of
tightening up the regulations controlling air safety, as well as
liberalising the restfictions on the operations of the Independents.

The CiQil Aviation (Licensing) Act.was introduced in February;
1960. It repealed the statutogy monopoly that the nationalised airlines

had enjoyed since 1946 over the scheduled routes they operated and

1. Hansard, House of Commons, 2/3/60, vol,618, cols,1225 and 1248-9,

2. Board of Trage : 'The Safety Performance of UK Airline Cperators:
: Special Review', 1968,p.8-9.,
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granted licenses to all British carriers, Corporations and Independents:
alike, to operate their current route networks. In other words, the
device that Wyatt described as "a mistakevin concept and farcical in
practice,"3 the associate agreeme;t, was abolished, and with it the
Corporations' automatic assumption of priority in UK air transport.
Having tgus cleared the ground, the Act stated that in future any British
operator that wished to inaugurate a scheduled service would have tokargue itsf
case before a new licensing authority, the Air Transport Licénsing Board . :
(ATLB). The latter was to be an independent body unéer the supervision
of the Council of Tribunals, appointed by the Minister but in no way
directly responsible to him. Thus, unlike its predecessor, the ATAC,
which was only advisory to the Minister, the new Board had executive powers.
To assist it in the consideratidn of licence applications, the ATLB was
directed to pay particular attention to the following matters:

i) the technical and financial competence of the applicant,

ii) insurance provisions,

iii) fair terms and conditions of employment,
ivs existing or potential need for the proposed service,
v) the adequacy and tariff of any similar service already operating,

vi) any wasteful duplication of or material diversion from existing
services, ‘

“vii) any expenditures or commitments reasonably incurred by existing
operators.
I\

viii) any objections raised to the grant of the licence.

3.'British Indepéndent Aviation - Past and Future!, Jburnal of the
Institute of Transport, 1963, p. 109,

L. Gwilliam: 'The Regulation of Air Transport'. Yorkshire Bulletin, 1966,
p. 20-21; 'World Airline Record', 1965, p. 242; Hansard, op.cit.,
cols, 1225-1233,
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The only significant difference so far, therefore, between the old
and new licensing procedures was that now the Corporations and Independents
were treated as equals; the Act abolished the 'shot-gun marriage' anomoly
of the associate agreements. It also attempted to‘close a loop-hole that had
been found in the previous legisiation and exploited by a number of airlines,
that of 'closed-group' charters; these now came under the control of the
licensing authority, just as inclusive-tours always had.5 In order to
tighten-up the air safety regulations, the‘Act provided that in future all
commercial carriers, without exception, would have to obtain an ‘'Air
Operatof's Certificate', proving that they wefe fit to'operate commercial
services.6 But the real innovation was thaﬁ the Board was instructed to
'consider' all the aspects of a proposed service mentioned above - havihg
- considered them, it was perfec£l§ entitledlto discard them. Thus,
unlikevthe ATAC, the Air Transport Licensing Board was not obligeé to
reject a new service simply because it might materially divert traffic
from an established operator.7 This obviously gave the ATLB considerable
liberty of action, if it chose to use it.

The only guidance the Act itself gave as to how the Board should
perform its overall duties was that it should exercise its functions "in
such a manner as to further the development of British ;ivil aviation."8
In fact, the 1egislation specifically states that the intention was to leave
the ATLB substantially unfettered in interpreting the Act. The new Ministep
of Aviation, Duncan Sandys, laid particular emphasis on this point during

the Second Reading of the Bill : "The essence of this Board is that it

5+ Wheatcroft: 'Air Transpat Policy,' 1964, p.131-2, _

6. Hansard, op.cit., col, 1226,
7. 'The Economist', 20/2/60, p.73k,
8. 8 and 9 Eliz.2, c.38, p.1.
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will enable everybody to go before it and to arguc out their case...
The future pattern of British aviation will emerge progressively from
the decisions of the Board and from fhe results of appealsvto the
Minister. A kind of case law‘will gradually be built ﬁp."g This is
exactly what the ATLBFattempted to do, alfhough with limited success.

The Act also stipulated an aﬁpeals procedure. Any party disagreeing
with the Board's findings could appeal fo the Minister, who, after hearing
the réport of an independent Appeal Commissioner, was emperred to
instruct the ATLB to take action on any licence or application as he saw
fit. The problem was that neither the Act nor the regulafions governing
the procedure for‘appeals were specific about the gfounds upon which an
Appeal could proﬁerly be hade. For example, there were no ﬁlear rules
aboﬁt what new évidencé'Was admissable, and so there was little to
prévent an éppéal case from becoming simply a re-hearing of the original
gﬁp}ication‘énd objections.10 This greetly increased tﬁe éower of the
Minister\at the expense of the ATLB and was to be a cause of consider-
;ble'critiéism of the 1960 legislation in later years. Thé Select
éommiftee on Nationalised Industries was particularly critical:

| "So long as the Board of Trade have power to settle
appeals against the ATLB and against the advice of an

appeal Commissioner any advantage of apparently independent
judgment evaporates. It would appear that the present

system might almost be described as creating the ATLB in
order to have a body from which to appeal to the Ministry

The Board of Trade accepted that this was very largely
what the system had come to in practice." 11

It is not intended here to examine in detail the way in which the -

9. Hansard, op.cit., col. 1231,
10. Wheatcroft, op.cit., p. 139-1L0,

11. 'BEA', 1966/67, Report, p. xlviii. The Board of Trade took over
the responsibility for air transport licensing in 1967.
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Civil Aviation (Licensing) Act worked in practice, nor the reasons for

its eventual failure;k that should become evident during the following
chapter. It is intended, however, to look at two particular aspects of
the Act that appear to be of immediate relevence:t firstly, the movement
towards a greater dégree of rationalisation among the privately-owned
airlines that coincided with the introduction of the new legislation; end,
secondly, the way in which the 1960 Act fitted into the general pattern

of post-war attempts to evolve a satisfactory air transport licensing

policy. Y R -

Rationalisation:

It was the Government's view that an important part of the answer
to the probdlems facing the Indepbndents in the late 1950s was the
elimination, either by bankruptcy or merger, of most of the smaller, less
secure British airlines and the establishment of # select group of relatively
large and financially stable companies. Lord Manscroft, Minister without
Portfolio, had made this clear in a speech in the House of Lords as early

as 1957:

"The Government would welcome some reduction in the
number of (private) companies if this is likely to result
in the formation of. larger and more firmly based companies.
Such companies would be better able to afford the high
cost of re-equipping their fleets with modern aircraft; and
with a better fleet the companies would be able to bid
more -effectively in the international field for charter
work, as well as to operate more eff1c1ent1y the scheduled
services allocated to them." 12.

Similarly, during the Second Reading of the 1960 Bill, Duncan Sandys

stressed that the granting by the ATLB of an airline's application to

12. Hansard, House of Lords, 11/12/57, vol. 206;c01. 1074,

e e e et s s e
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operate a new route would depend to a large extent on "the ability of
the applicant fo convince the Board that his company possesses the
resources needed to provide an effective and reliable service. With
this in mind, I have been enéouraging the independent airlines to get
together and to form étronger ﬁnits and I amrglad to say that good
progress is beginning to be made.”13 Thus, like most of the provisions
embodied in the new legislation, a measure of rationalisation had been
Government policy for some time. It would be achieved by the combination of
a stick, to‘force financially .insecure operators into bankruptcy or merger,
and a carrot, to encourage the formation ofklarger units.,

At first sight it might appear that the policy achieved a measure of
success. In particular, British United Airways (BUA). whose formation
was announced on the same day. as the new legislation, was just the type of
co@pany that the Government envisaged, in terms of both size and financial
backing. It.was by far the largest British private airline operating in
1960, with a total fleet capacity (measured in ton-miles per hour) of
approximately 60,000, excluding its helicopter interests, or 2& of
BOAC's and LL% of BEA's capacity.1h The financial backing forktﬁe new

group came primarily from shipping interests, as the following list of

shareholders indicates:

. . -~

pape . f e e

Blue Star ..;...;.....;;.........;;. 20%
Furness Withyeeeeesosesnesscccncssss 208
Clan Lin€ecececcossssssssascseveasess 165
British and Commonwealth Shipping... 16%

Hunting......."....‘l....“li..'... %
) T'L.E.B' GuinESSCOIOOl.'....l...'..‘ 1&
Whitehall SecuritieS.ecceccscecssesss 10%

100% 15

13. Hansard, House of Lords, 11/12/57,

14, 'Flight! 11/3/60, p.352; however, both Corporations had a large
number of new aircraft on order, which when delivered would reduce
the percentages to 19 and 29 respectively.

15. Ibid, 8/7/60,p. 41 ,
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The BUA group was formed by an amalgamation of Airwork and
Hunting-Clan, whose subsidiaries included Air Charter, Morton Air
Services, Olley Air Services, Tfansair, Airwork Hglicopters, Bristow
Helicopters, Aviation Traders and Straights Air Freight Expreés of New

Zealand. In February, 1962, the group was strengthened with the
acquisition of British Aviation Services (Britavia), é holding company
whose main operating subsidiary was Silver City Airways, to form Air
Holdings Ltd. Britavia, which had recorded considerable financial
losses in recent years, was owned by P and O (70%), Eagle Star
Insurance (20%) and Cable and Wireless (10%) and contributed about 20%
to the combined assets of Air Holdings. The iatfer accounted for well
‘over half of the Independents' total capacity, while BUA was now L%
the size of BEA and 30% that of BOAC. Finally, in May, 1962,'Jersey
Airlines‘was also acqui;';}d.1 . |

The formation of Air Holdings, therefbre. waé the most important
result of the Independents' movement towards greatér rationalisation
that coincided with the 1960 Act. Bﬁt i£ was far from the only such
6eve10pment. Probably almost as important in fhe long'run, although in
a rather different way, was the acquisition in March, 1960, of Eagle
éviation by the Cunard Shipping Company (discussed in detail in Chapter VII),
Several other mergers also took place among the smaller private operators,
for example: Air Safaris and Don Everall Aviation (November, 1960);
Airtech and Chartair (November, 1961); Euravia and Skyways and Channel
Airways and Tradair (both November, 1962). In addition, early in 1960,
'tentative discussions' about the pooling of resources (though not
initially full integration) were held between BKS, éambrian, Derby
Aviation, Channel Airways, Jersey Airlines and Starways, but apparehtly

the companies failed to reach agfeement.17

16. Ibid., 1/2/62, p.158; 'Aeroplane', 8/2/62,p.143; 'World Airline
Record', op.cit., p.254." :

17. 'Flight', 22/4/60, p. 576, et.al. -
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Séme at least of these mergers may well have resulted directly from
the regulations embodied in the Civil Aviation (Licensing) Act or from
Ministerial pressure. Other companieé were not as fortunate and were

forced to close down altogether. The ATLB reported that during 1961/62

ten airlineé had»ceased to operate air services of the kind requiring licences
from the Board and in most of these cases financiél weakness was the main
or an important reason for their withdrawal. In addition, there was
ev1dence of f1nancia1 weakness in several other companies still operating
élr services and in two cases receivers and managers had been appointed.1
Clearly, a major factor behind this weedlng-out' of the private carriers
was the tighter control of Brltluh civil aviation that followed the
introductlon of the new leglslatlon, in partlcular the power given to
the ATLB to refuue applications for licences to operate services from
.companies with insufficient financial resources, the fact that much of
the charter Eﬁsiness oﬁ which the smaller companies depended now also had
to be licensed, and the 1mproved v1gllance of the airlines' safety ’
ﬁerfo;ﬁaﬁce that resulted from the isaue of Air Operator ] CertlficateQ.

It would appear. therefore, that the Civil Av1at10n (Llcen81ng) Act
waé successful in achlev1ng at least one of ltu prlme objectlves. Un~
fortunately, two further factors mlght contradlct such a conclusion. Flfstly,,
whlle numerous mergers and bankruptc1es were taking place, reducing the
total number of prlvate carrlers in ex1stence, other operators were in ‘k
fact belng established. A survey by 'Fllght' in August 1962, found that
51nce the 1ntroduction of the 1960 Act 12 alrllnes had ceased operatlons,r
but exactly the same number had begun air serv1ces.r The survey concluded"“'
"There is thus. a prlma facie! caac for uggesting that the comblned ;3 .;1~

effect of the 1960 11cen»1ng system and the Air Operator s Certlficate

has not been such a deterrent to the '11ttle‘ man in 1ndependent alr v;

transport enterprlse as may “have been sunpasod."19 We will dlscuss

,” 18 ATLB Annual Report, 1961/62. p K T AR AR T T e e e
A9 Mgty 23/8/62y pedBhe il
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why tﬁis may have been so in the concluding chapter. In addition,
however, there is evidence to suggest that several of the bankruptcies that
occurred during 1960/61 were the result of severe price-cutting on the part
‘of a small group of airlines, especially in the area of inclusive-tour
charters, and so oniy marginally related to the new licensing legislation
‘(see Chapter X).

The second fac£or that casts doubt on the effectiveness of the 1960
Act ié that the process of rationalisation was not limited to the period
immediateiy surrounding the introduction of the new iicensing systems On
the contrary, it was stretched out over a number of years. Figure k.1,
fér example, clearly shows how the formation of Air Holdings was the result
of a series of mergers taking place throughout‘the 19508. As early as
11958, and probably before, Airwcrk had étarted to inﬁegrate its affiliates
in order to create a single organisation and the name 'British United
Airways' had already been tentativély decided upon.zo A few months later
Airwork announced that it intended to sell-off most df ité fléet and
‘dismiss a large proportion of its flying and ground étaff; presuhably
in order to become a holdingfcompahy.;j ‘This is not to suggéét;,of
course. that Government pollcy and preésure had no effect' ﬁhéy‘ciéarly
Hdid, espec1ally among the smaller carrlers. .But at least in thefcase of |
the most important merger at the tlmc that led to the establishment of -
_BUA, probably of . equal importance was the general econcmic climate o
prevalling in the air tran%port industry during the second half of the e
1950s - and in particular the 1mpetus supplled by the extenaive investment ‘ w

in the Independents undertaken by the shlpping ccmpanles.

: 20. Ibid.,26/12/58, p.985,
21. Ibld., 3/&/59, p. h?S
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FPigure 4.1 : ' The Formation of Air Holdings Ltd. 2
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Licensing Legislation:

A degree of rationalisation among the private operators was an

important, but not a sufficient, pre;oondition'for the establishment

of a more stable independent‘aifﬂtransport sector. Just as necessary
was the creation of the right political énVifonment,’in other words an
effective licensing system. . Since the late 1940s Conservative civil
aviation policy hadlprimarily consisted of regulated competition between
public ond pri;oté séotors'coot;olled by a quasi-judicial licensing body
oimilor to the Civil Aeronautics Board (CAB) in the United States. Just

‘before tho Tories were returned to power in 1951, for example, Lennox-

Boyd had said:

"We are determined, when the opportunlty comes again,
to restore a wide measure.of private enterprise in the air,
to throw the lines open to private competition under proper
regulation, and to have some system analagous to the Civil
Aeronautics Board in the United States, which has given the
benefit of co-ordination and the beneflt of freedom of

-competition as well." -

. The CAB had been establlshed in July, 1940, as an 1ndependent agency,
together with a- Bureau of A1r Safety responsible to the Board for the
;nvestlgation of acc1dents. 23 It had almost complete control over US
“domestlc air transport, graotiog 1icences to operate servicea, encouraglng
»and regulatlng competltion and attempting to ensure that the. airlines |

received an adequate, but not exce551ve, return on capltal. The UK 'New

Deal' pollcy, therefore, nght be v1ewed as a- 'watered down' vers1on of the

'American system. Its fallure 1ed to the replacement of tho ATAC by a new

licen51ng authority, the ATLB a much closer copy of the C1vi1 Aeronautics

22; 1%1d1.16/11/51, P 631;**“”"""'1'

23. The CAB had replaced the ClVll Aeronautics Authority. establiohed in S
August, 1938. Davies: 'A History of the Vorld's Airlines', 1964, p.138-8,
- 8imilar quasi-judicial regulatory authoritles have been catablishod in e
Australia and Canada. B oy A e
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Board. The main attraction of the Ame;ican system, apart from its
relative efficiency and success when compared with British attempts in
this field, probably lay in the non-gplitical appeérance of the licensing
body. As we have seen, in theory at least both fhe CAB and the ATLB
were independent, quasi-judicial authorities - committees of experts
| arriving at decisions after full considerafion of all the relevent facts
and owing no farticular allegiance to any political party or ideology. 1In
practice, of course, any)attempt to remove decisions of this kind from the
. political arena is fréught with difficulties; any choice between two
competing demands is a political action, althéugh not necessarily a contentious
one. This is why air transport licensing legislation clearly provides for
the final authority (in other words, the right to decide appeals) to rest
in the hands of the government (the relevent Minister in the UK or the
President in the USA). As Gebffrey Rippon, Parliameﬁtary Secretary to the

Mlnistry of Aviation, told the Commons:

"The matters with whlch the (ATLB) will be concerned are
questions afOplnlon and pollcy and not merely of interpretation
of the law'or of fact, as in the case of the air safety
certificate, Parliament would wish that in the last resort
the Minister should be the accountable authority.” 24

" As we shall see, the Civil Aviation (Licensing) Act was only
moderately more successful tﬁan the previous policy in achieving its
objectives, By the mid- 19605 its failure had become obvious to all and 8
Labour Government was forced to appoint a committee of inquiry to ‘ |
rinvestigate the whole future of Britlsh alr transport.- ThlB raises thev o :
questions. Why did a CAB-type llcen51ng system apparently work in ’  }

America but not in Great Britaln? What were” the maln dlfferences between

the US and UK 51tuations° The one. factor that seems to stand out is that

2h. Hansard, op.cit., col,1310. In the case of the US CAB this is only =
true of international matters; in the domestic sphere its decisions = =
‘are reviewable by the courts.’ See Corbett: 'Politics and the Airlines',
1965, p. 293 and 296, T G e
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without exception the airlines regulated by the CAB are privately-owned,
while in Britain the industry is made up of both private and public
secfors. This means that when two or more American airlines apply for

a licence to operate a particular route, each has 'equality of opportunity'.

There is no inherent reason for either the CAB or the Government to favbur one

As one commentator has remarked: '"The regula-
2ha
tion of equals is inherently easier." This equality does not exist

company rather than another.

in the UK. It is frue that one of the ﬁrincipal objectives of the 1960
Act was to ensure that all Brﬁtish carriers had the same opportuqity to
apply to the ATLB for licences to operate new air services. The crucial
point, héwever, is that the final arbiter of tpe licensing system is not
the ATLB but the Minister by way of his appellate function. - It would not
be Sﬁrprising if a Labour Mini;per were to show bias towards the national-
ised airlines. But why should a Conservative Minister do so?

- The answer may well be in the fact that the Minister concerned also

represents the interests of BEA and BOAC in the House of Commons. This

- is an over-simplification, since the legal relationship between Parliament,

*

a Minister and the Board of a nationalised industry is extremely complex.25

But in;general terms it is clear that Parliament holds the Minister

.responéible for the financial performance of the State airlines. This‘

‘dual responsibility has meant‘ib'practice'that‘whenever a Minister has

’been faced With aﬁ appééi againStvah ATLB decision that miéht matériallykayﬂT o

harm one of the Corporatlona, espccially if the latter is at the same time |

,‘also experlencing financlal difflcultleo, he has tended to favour the YL

‘Zha. Silberman. 'Prlce Discrimination and the Regulation of Air Tran&port- "::

i

ation'. Journal of Air Law and Commerce, 1965, p.228. Quoted in
Fruhan: 'The Fight for Competitive Advantage' 1972y pe159, .

25. See, for example, Foster: 'POlitiCS’ Flnance and the Role of Econcmics'"vi
1971, p.11, 97 and 108. , S SelAr
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public sector.26 Professor Gwilliam, among othefs, has noted in passing:
"In the event of a conflict of interests between an independent operator
and a State corporation the Minister might normally be expected to show

some special sympathy for the corporatlon within his department purview;

ne?

the 1960 Act gave the ATLB no brief to show such preference. This does

not necessarily mean, of course, that such 'special sympathy' is wrong. As J.R.
Baldwin, President of Air Canada, wrote: "I can find little logic in

government ownership unless the airline is granted and is prepared to

accept a special position in its relationship with the Minister and the
government. Otherwise, what is the case for State ownership at all?“28
But if this}f%bfact‘ume, then the airlines cbviously do not have genuine
'equality of opportunity' when applying for licences to operate air

29

services.
Clearly, it is impooolble to prove categorlcally that the special
relationship between the Minister and the nationalised airlines, if
indeed‘it'does exist, has roaulted in the weighting of UK air licensing
policy agéinot'tho Ihdopendents. Qne'cao only auggest thatﬁit might
. proViée'a,more orkless partiéireXplanation for cértain developments
descfibed‘more fully in other chapters. The‘number of incidents involved
io probably’Qﬁite'sméli; although‘theif importance and influence have

been considerable. The Minister'é dual responsibility might well éxplain

26. An exception may be the period immediately following the return to powor
of a ' Conservative Government. See, especially, Chapter VI. :

27. Op.cit., Pe 21.

- 28. ‘The National Airllne, the Government and the People' ‘ Chartergi3'
‘Instltute of Tran5port Journal, 1971, p' 139. .. \wwu,ww;,ﬂtyww~7

29. A posolble alternative explanatlnn for the behav1our of Tory Mlni ters :
is provided by Harris: "To understand the role of the Conservatives the . =
behaviour, rather than the rhetoric, is particularly vital... For = ==

' Conservatives pre-eminently defend the existing nature of society, . . .
without necessarily being able to identify unequivocally what the, essence
' of the present 'status quo' is...What they defend at any given moment
depends on what is being attacked rather than any prior aosumptlonﬁ.ﬂ .
‘Competition and the Corporate State', 1972, p.l13. Similarly, sce ‘
Thompson and. Hunter*'The Natlonallzed Transport Industrxea', 1973, pnllé
5 e I : : iy e o
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the Government's somewhat contradictory attitude towards the private
sector throughout the 1950s (for example, with regard to Airwork's
scheduled North Atlantic all-freight service or the affair of the
purchase of CAA). An even better example, or at least more blatant, is
provided by the refusal of the Minister to permit Cunard Eagle to
operate North Atlanfic scheduled passenger services in competition with
BOAC (see Chapter vin)®

- Two obvious ways of eliminatihg this bias suggest themselves: the
total exclusion of private enterprise from air transport (or at least a
reversal to the situation that existed between 1946 and 1948), or complete
denationalisation. Both solutions would mean that no oncairline or group
of airlines would occupy a particularly favourable position, all would have
equality of opportunity. But since neither of the main political parties
appears prepared to go B0 far in the foreseeable future, either to the
left or to the right, such solutions are obviously impracticable. It
is the fact that the air transport industry in the UK is, and will probably.
remain for some time, a comblnatlon of publlc and prlvate sectors that
creates the problem. A solutlon, however, is needed; to quote Baldwin
again{ "Where a couhtry has established a domestic environment in which
the state enterprise‘must cdmpete with similar priyate enterprises, the
bublic at large caé sgffér if aiflings’suffer Because of lack of clear‘
Sovefnment,definition of’inﬁéﬁdéd role and relafions between the»two;"Bj:‘

‘One possible answer might'be‘the delineation of 'spheres of‘influencer

- In other'words, the‘Government could determine in quite'épecific terhs;v”

which services were to be provided and which geographical areas served =

by each individual airline or groﬁp,Of’airlineS, rather like«thé Labbﬁr'ii: 
Government did in l9h6kf6r thé three Corporations. This would greatly |
| 81mpl1fy the 1icensing process by remov1ng a p0581b1e sphere of contention. ;:;

" The ATLB would judge each 1icence appllcation on its merits, within the ;J,f*

' BQT, Desplte frequent reports to the contrary, this was in fact the seccnd

appeal against an ATLB decision;_ the: firs} s madg Ey Falcon Airvaﬁ and%
rejected by the Mlnister. 'AerOplane R 31 8 1y P 2 T

KRS ,"51- O“.Clttn 9'116! R
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constraints of Government policy ard Ministerial directives, while the
possible reasons for appealing agaipst a decicion would be reduced,
The more overtly political decisions, such as the relative size of the
pubiic and private sectors, would be taken at Government level. In this
*way the likelihood of periodic Ministerial intervention for short-term
political reasons is minimised, since the award of an additional route to

an Independent is unlikely to materially harm a Corporation, and if the

Minister does intervene he will clearly be seen to do so and have to

.explain the departure from policy. As the economic and political situa-

‘tion changed, of course, it might be necessary to re-define policy
objectives. But this presents few problems, providing it is done in
such a way and at such intervals So as not to create an atmosphre of

-uncertainty, which, as we have seen, has been one of the major faults

of post-war British air transport licensing.

- 1In cénclusiqn; the_CivilkAﬁiatioh (Licensing) Act was the most
‘important piece of 1egislgtio;‘concerning air transport introduced during
‘the 1950s and 1960s. ‘But despité iés importance and partiai auccéss,}
;overéll it must be judged a failure. As will becomé apparent inﬂtﬁe néxt o

‘\chapter, the‘l960,Act did no£~bring about the hoped«for_loﬁgnterm}[""

‘rationalisation ambng~the privéte operators and, perhaps evén horerimpaffant,i f

it falled to find a satlsfactory answer to the problems created by a

mixed—sector 1ndustry. In the wordg of Roy Mason, the Civ1l Aviatlon .Lf

(Licensing) Act created "a Licensing system that was little better than | e

-an elaborate framework enc1951ng a pollcy~Vacuum." 32

.. .32. Hansard, op.cit., 18/3/70, vol. 798, col.i3t.
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Chapter V

FURTHER SCRUBBY PASTURES, 1960 - 1968

.

To a large extent the Civil Aviation (Licensing) Act of 1960 was a
major piece of 'buck-passing'. Apart from the general instruction to
"exercise their functions in such a manner as to further the development
of British civil aviation," there was no declaration of Government policy
to ‘assist the ATLB in deciding long-term objectives. It was left to the
Board, therefore, to interpret the Act as it saw fit. Mr. Clive Jenkins
aptly summed up thé uncertainty that this entailed: "I confess on a first
examination that Mr. Sandys' Bill could have been worse. But then, on
the other hand, perhaps it will be.Y‘1 As we have seen, it was intended
that a series of 'guidlines;would gradually evelve, based on ATLB decisions
and appeals to the Miﬁister, and that these would eventually clarify UK
long~term air transport policy. 1

The first ATLB hearing of 1icence‘applications began in June, 196?,,
and dealt with intra-European ioutes; Not unexpectedly, a number of
private airlines took'advantageyof the Opportunitiés now open to £hemv
and applied‘for permission to operate extencive s;heduled.networks.,~~’
Bqt“the‘expansibnist plans of the majority were dwarfed by'those'of the -
two largest Independents EUA and Cunard Eagle. ‘When the hearlngs began .
‘there were altogether 78 applications (and 283 objectlonu), of . which Ll =
were from the two prlncipal, shlpplng—backed carrlers.g . BUA iSeued
" a statement claimlng that it wau pr@pared to sPend Sl? 5 mllllon on new' fE‘;
kBrltl&h aircrdft should 1ts appllCatlons be suoceuoful and that in thelr

entirety its plans "would involve no more than 20% of the’ corporations' S

2. 'The Economlst'; 2&/6/61, p. 1)96
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traffic growth for the years 1961-65", assuming an annual average increase
in passenger traffic of 1% for the public sector. In fact, a rathér
more objective observer estimated that the diversion would be more in
the region of 55% of the Corporations' growth, of which‘70% would be
*on BEA rou’ces.3 This, of course, Was the dlver)lonary effect of the
pians of a single airline, so that overall the Independents were clecarly
staking a claim to a major role in the future expansion of UK air
transport.
In May and June, 1961 BUA took steps towards fulfilling its
pledge and placed orders for two BAC VC-10s (plus an Optlcn on the
purchase of‘a further two) and for ten BAC 1-11s (plus 5 options), the
‘first airline to ordér the latter type of aircraft.l+ Shortly béfore the
ATLB hearings were due to begin it was announced that Cunard Fagle and |
BUA had come to a'comprbmise agféément ovef their route applications.
Broadly speaking, Eagle agreed to concentréte on UK domestic services
and about a dozen Continentél routes ana BUA on the reméining UK~Euiope
routes. Their long—range spheres of 1nterest had already been determined,
BUA concentratlng on Africa and Fagle being prlmﬂrlly Jntere sted 1n the
North Atlantlc. Consequently, Eagle withdrpw 15 of its ornglnal
appllcatlong and BUA 9 of 1ts orlglnal 31 although the two operatora
“ stlll overlapped on routes from London to Nlce, Mllan and Dublln.,5_

The ATLB publlshed its decislons on the Furopean apleCdtlons the~
following Novomber. Mo@t of the new serv1ces were awarded to the two |
pr1nc1pal Independents, BUA recelVlng 1lanuc% to operato txunk routos ’
from London to Paris,’ Genoa, Am*terdam, Mllan, Zﬁrlch Madelra, Ba»le; e
Athens, Barcelona, Torbes, Palma and Malaga, and Cunard Eagle between |
London and Glasgow, Edlnburgh Belfaqt Dublln, Venlce, GeneVd and ’

Stockholm between leerpool and Dublin and between Mancheuter/Blrmlngham  },  ;

3. ‘bllght' 77&/61, p. 128, ;
b, Ibid., 18/)/61,p. 674 and 8/6/61, e 811.

5 Ibld., 15/6/6l,p..8h1-»,f» N
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and Nice. All the licences were for a period of seven years and the
airlines were told that they could not inaugurate the new services until
April, 1963, in order to soften the blow on BE..6 In round figures, Eagle
was granted approximately a third of the capacity it had requested and
BUA one-half. The ATLB estimated ;hat during the first three years
of operation the new licences would divert from BEA somel6.8 of its
forecast growth on international routes and about 17.56 on domestic
routes.7

The Board declared that it was "in no doubt that some carefully
regulated competition must, sooner or later, become a feature of the
routes over which British aviation operates. The difficulty is to
determine the point in time at which a route is ripe for such competition."
This is the first examplgvof the way in which the ATLB was forced, because of
the lack of guidance in the 1960 Act, to introduce its own interpretations
and views; - in other words, the begihning of the creation of a 'case-law’.
Thg word 'competition' does not, in fact, appear anywhere in the Civil
Aviation (Licensing) Act and, further,'ﬂinisterial statements in the
House of Commons during the passage of the Bill specifically denied that
it was the Government's-ihtention to promote‘competition between BritiSh
carriers for its own sake. The Act made possible increased competition,
but did not p031t1ve1y encourage 1t.2 In its 1960/61 Répéft tﬁé'ATLB‘
Justlf;ed 1ts 1nterpretatlon by saying that it was ”a popular view" that the
new Act should encourage competltlon among Brlthh operators on a much‘

greater scale than hlthertc.10

6. 'World Airline Record’', 1965, p.255 and 260,

7. 'Flight', 30/11/61, p. $38; Gwilliam: 'The Regulation of Air
Transport! , Yorkshire Bulletin, 1966 pe25.

8. 'Flnght' 8/12/61, p. 88?.

9. Wheatcroft: 'LlcenSJng Britl»h Air Transyort’. Journal cf the RQVal el
Aeronautlcal Society, l96h, p.171." ~ o °

} 10. PS5,
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From April, 1963, therefqre, for three years a proportion of
BEA's estimated accumulated traffic growth én the routes concerned would
go to the Independents; thereafter, the Corporation's traffic would
resume its normal growth. This would obviously hurt BEA to some extent,
éut "the benefits of competition caﬁnot be introduced painlessly." With
fegards to the licensing of a second British operator on a particular
route, the Board declared that "it ié a pre-requisite... that the route
should have‘reasqnabiy dense £raffic and a reasonable rate of growth.,"
What exactly was 'reasonable' was not specified, rather the ATLB
thought it was more important to measure the applicant's likely traffic
and éet it alongside BEA's figures ofvekpected grbwth on the route. If,
during the first three years, there was nb actual decline in the Corpora-
tion;é traffié, thethhe Board's criterion for the intréduction of a
second operator would be Satisfied.11 In the long-run thisrformula
proved to be untenable and had been abandoned by 1966:

"It was, we con51der, valld when applied to a large
number of applications considered at the same. time, But
the circumstances of 1961 are unlikely to.be repeated and

“‘the validity of the formula becomes more questionable .
when it is applied to one applicatinn to obtain a single
~result. In recent cases, therefore, we have tended to.
- move away from the theoretical approach and reach our
conclusions on practical considerations.,'" 12
It is difficult:to’envisagé'how a consistent 'case-law’ could;be
built up without some form of theofetical ‘basis. Bﬁt ﬁy 1966,‘in anj -
case, the whole llc&nszng proceus had been undermlned. EIN |
The ATLB was thus attemptlng to flnd a satlsfactory formula that i
would permlt the expansion of the~Independents but have only‘a1very, '
limited, short-term effect on the COrpdrations. something’fhatfth81,  , 

Government had failed to accomplish during the pfevious4decade.~,Thé‘jﬂrﬂ’k

11. 'Flight"op.cit.;v'The Ecanbmisf', 2/19/61, p 9b5’7';¢, '_ : 

12. ATLB Annual chort, 1966/67‘ P+5.
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reactions of the private operators were mixed. On the whole, they
welcomed the opportunity to considerably expand their scheduled net-
works and to compete with BEA, though they were disappointed that the
Jew services granted were hardly sufficient to support a fleet of jet
aircraft. BUA issued a statement saying: "Naturally we shall examine
every possibility with the utmost care, but even taking the most optim-
istic view, it is certain that the Board have left us no margin.,"
Similarly, Cunard Eagle said: '"We welcome the decisions of the
licensing board...(But) the licences granted to us today will provide
suffigient work for two or three short-haul aircraft only."13 To a
large extent, the history of the European and domestic licence applica-
tions‘of these two airlines over the next few years is very much the
sfory of attempts to exfénd and liberalise these initial licences. BEA
naturally appealed against most of the awards. 'The Commissionpr, Sir
Arthur Hutchinson , recommended that tWo of the licences‘should not be
ratlfled, although in the event the Mlnlster only refused to grant one
of these, Cunard Fagle's London-Geneva route. In addition, however, he -
reversed the ATLB‘s de0151on concernlng BUA's London~Zurich serv1ce,

 becauue of the dlfflculty of obtalnlng traffic rlghts.1bg |

Further Expans:on.

| Once the 11cen§es had béen ratlfled where ﬁecesuafj, the Independenta o
:‘took full advantaae of the new opportunltles. Brltlsh Eagle (as 1t’1,'  .
was now known) began domeutlc services 1n competltion wlth BVA in }f

November, 1963 But the prlvate Operators also contlnued to press fér a i
11berallsatlon of the regtrlct1ons placed on thelr 1lcences. In November,’:“

‘1962, for example, a full year before the 1nauguratlon of its new domestic

13. 'Fllght' op.cn.t.,p 888.

14. Ibid., 20/9/62’ P )15.~ leflcultleb in obtainlng traff:c righta also .
prevcnted the e&tabllshment of EUA's Londonoparis 5erv1ce. (ae@ Chapt. VI)
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trunk routes, Eagle applied to the ATLB for an iucrease from one to two
round-trips per day on its services between london and'Glasgow and
Edinburgh, arguing that the initial permitted frequency was insufficient

for economic utilisation of aircraft. The Board refused the applicaticns:
"We accept that there is a level of activity below which

it is impossible to sustain the central organisation, with ite
many and varied specialist skills, which is essential for
successful airline operation; but it is within our knowledge
that some other independent airlines have achieved viability
with a fleet capacity much less than that now planned by
British Eagle."

On apﬁeal, however, Eagle received permission to increase’the'number of
weekly flights on the Edinburgh and Glasgow trunk routes from seven to ten
and from seven to twelve respectively. In addition,‘the carrier was also
awarded a licence early in 1965 to operate 17 services pér week betweon
Glasgow and Dublin, while British Fagle (Liverpool) (formerly Starways)
vas given permission to inaugurate a service between London, Chester and
Liverpool at unlimited frequency.15 Other airlines similarly attempted
to expand their route networks and increase frequencies. -But these decisions
relating to British Eagle were to prove particularly important over the
next few years. |

Outside Europe there were three main areas of'expansion for the
Independénts"scheduled services. Fagle's aspirations on the North
Atlantic and BUA's routes £0'Africa are discussed elsewher6-i\fhe §theri
region was Latin America.r BOAC had orig:nally withdrawn its South
American services in 19)# because of capacity shortages follow1ng the
Comet crauhes.' They were resumed early in 1960 . But a number of‘
countrlea contlnued to 1mpose severe reatrictlons on thc serv:ces. Brazil.
for example, llmltcd BOAC to two 70~ueat Comet IV flnghts per wcek

fbetween London and RlO and Sao Paulo, refu51ng perml s:on to use. the o i

15. Ibid., 24/10/63,p.682, et.al.
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better‘suitedaigrgcr Boeing 707. Sir Giles Guthrie estimated that the
Corporation, with load-factors of approximately 40%,was losing £1.25
million per annum on the routes. Consequently, in September, 1964, BOAC
again decided to withdraw from South America.1
’ The Government announced that ;t would welcome attempts by other
airlines to operate the routes. The possibility of this happening,
however, seemed unlikely, since no company had attempted to take them
over as 'lapsed routes' between 195k and 1960, although BOAC had
approached a number of Independents with a view to operating to South
America on its behalf.17 Nevertheless, BUA now took up the challenge.
The airline offered to fly a twice-weekly service using VC-10s (it
ordered a further one in May, 1965, at a total cost of £2.8 million),
estimating that it would~be able to break-even on the routes by the
second year. Services were inaugurated’in October, 1964, after the
Minister had granted a licensing exémption (because of the need to start
as quickly as possible) and reached agreement with the releveﬁt govern-
ments for the use of VC-10s, although BUA was still fqrced to schedule
its flighté at odd hours to avoid diverting local carfiefs' traffic.18

Thus, the Independents experienced a fairly rapid expansion of their
lgcheduled services, during the first half of the 1960s., As we havé teen,
there was also large—scalé rationalisation within the sector'aﬁd,numefous
‘éirlines were forced out of business (while other companies were ju$£ as -
quick1y esfablished).'fBﬁf for most of those that‘remaiQéd'the“périgd;ff;“;
-appears to have’been one. of growth'and relativeVproapefity,°éspéeiélljl:

when compared with the late 19505.“(seekTab1es SQi»S;B)."To'takéba‘

16. Straszheim: "The International Airline Industry", 1969, p.2hs
'Fllght‘, 10/9/6k, P hh6~7, ‘Aeroplane’, 29/1/60 pa125. b

‘ 7., BOAC evidence to ATLB. 'thht' 1)/6/61 p 837 8.

T18 Ibld., 1/10/64, p. 580 and 13/)/65‘ p. 727-8; Straszhclm, Op.cit.,f’ °>;“‘

p. AS, ATLB Annual Report 196h/65, Pe7e
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few examples, in 1965 BUA flew 202,343,000 passenger-miles on scheduled
services, (compared with 112,629,000 in 1963), Cambrian flew 62,923,000
(against 49,612,000 in 1963) and BKS 103,701,000 (60,23&,000)19 It is
difficult to discover the actual financial situation of BUA and its
associated companies since figures wére usually only published for the
group as a whole and even these results were influenced by extensive
fiscal transactions and disposal of fixed assets, a by-product of
rationalisation. In 1960 it seems likely that the airline itself lost
almost £200,000, but was probably profitable thereafter. By 1964 the
" BUA group was returning a profit of £860,000 (£1.4 million post-tax,
after adjustments), compared with £377,L00 in 1961. Similarly, Cambrian
recorded net profits of £35,557 in 1961, £54,849 in 1962 and £52,837 in
1963. After being placed in the hands of a receiver in 1961 with debts

of almost £400 000, BKS managed to earn a surplus of £127,000 in 1962.20

The Labour Government:

The election victory of the Labour Party in October, 1964, as one might
expect, Qﬁs not widely’welcomed in independeni air tranﬁport circles. " The
new Government's policies were‘cbnfidéntly expected to discriminafe against |
perate ente;prlse av1atlon, 1ndeed agalnut private business in ganeral. |
Mr. Fred Lee, a Labour Spokesman on aviation, for example, had said’ in a
speech early in 1963 that although a Labour chernment would not national-
ise the Independénts, With thé‘excéption of BOACaCunard (see Chaptef VII5;',ff
the prlvate operators would probably be confined to non- scheduled and
'ferry serv1ces, leav1ng the Corparatlons once mare w1th a monopoly of

ordlnary scheduled routes.21f'f The 1nev1table atmosphere of uncertalnty ’

19. Board of Trade.

20, 'Flight' and 'Aeroplane'. Varlous dateu.‘ 

_21."Aerop1ane', 27/2/63‘ pcl}f SR
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and lack of confidence in the future that established itself among
British carriers at this time is reflected in the announcement by Mercury
Airlines in October, 1964, that it was to close down, despite the fact
that it had just completed its best-ever season. Lord Calthorpe,
Managing Director, said that hopesfof a 'considerable injection of
further capital' needed to keep the £53,000 company solvent had been
quashed because of the formation of a Labour Government: "The syndicate
who had been 1nterested naturally wanted high returns for a high risk
investment... but the syndicate felt that any high returns would be
whittled down by various forms of taxation they feared from a Lahour

Government."22

The new Minister of Aviation, Mr. Roy Jenkins, announced Labour's
air transpbrt policy in the House of Commons on February 17th, 1965.
The vagueness of the Ci;ii Aviafion (Licensing) Act was such that no new
legislation was felt to be necessary. In fact, the new policy proved to
5e much 1es$ radiéal than many had feared (or HOped). Private enterprise
air trahspbrt was dealt with under three headings. Firstly, there would
be no additional restrictions on the operation of indlusive—tours' indeed,
the Mlnlster said that he would ask the ATLB if 1ts procadures for deallnv
‘w1th appllcatlons for thls type of service could be 51mp11fled and ex-
pedlted. Secondly, Jenklns said that he was not’ conv1nced that the‘r‘
’natlonal interest was generally served by more thdn one Brltish
B alrllne operatlng on the same internatlonal route: ‘"I do not, therefofe, ,
\ propoue to re-open with forelgn governments those cése; whcre the ATLB
" has licensed parallel international serv1ccs by Britlsh operatprs and"

_it:has so far pro#edﬂimpraCtiéable foisecure‘thé néceéééiy;ttéffib“iightsf'"

‘22;"Flight"’/ﬁ1/65. p'??S. The assets of Mercury Airllnes were 1¢f?f?; ~]f 
R eventually acqulred bj BMA. o : ‘ L
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on acceptable terms." Any British carrier could, however, begin a genuinely
new egervice with the full support of the Government. Finally, with regard
“to the thorny question of domestic scheduled routes '"there may be a case
for more enterprising development of air services by independent airlines
and for giving them reasonable security of tenure,'" but such services
would have to be co-ordinated with the country's general transport system,
which was currently being studied by Lord Hinton. On domestic trunk
routes, however, where the Independents were flying in competition with
"BEA, no increase in the ffequendies of services would be permitted:

"In the short run, unrestricted competition might produce
a better service to passengers, but probably at the cost of all
the operators serving the routes in question doing so at a
loss. The longer term results could well be to force up fares,
or to lead to a lower frequency after one operator had been
eliminated....In these circumstances it will be for (the
independent airlines) to consider whether they wish to
continue as at present, or to withdraw completely from these

routes. Should they choose the latter alternative, BEA will
revert to being the sole operator.”" .23

On the surface, therefore, the new policy was apparently intended
to 'tilt' the licensing system once again in favour of'the nationa1ised‘
airlinés; It is noticeable, for example, that following the Minister’s
statement BEA virtually ceased to object to applications for 1icenses to o
operate inclusive~€ours,2h presumably because the Corporatlon no 1onger
© felt threatencd by the 1ncursion of the Independents 1nto its own pr1nc1§a13 =
sphere of. act1v1ty, scheduled serv1ces. But degplte earller threats to E
llmlt the private carriers to,charter and ferry operatlons, the new pollcy:j'
really changed‘the"status éuo' very 1itt1e‘; The initiéljfears‘df‘tﬁe,
private sector on the’whoie proved groundless, primarily~be¢ause of‘thef~
changes that had taken place sgince 1951 in the attitude of the main bady

of the Labour Party towards publlc ownershlp. Natlonalluatlon 1n 1tself was g

23, Hansard, House of Commons' 17/2/65. vol, 706, cols.1186~89a~,_h¢ ff( -

2&. Select Commlttce on Natlonalised Induatrie 'BEA" 1966/67‘
- Report, p-'xllv.‘j' i Lot e
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no longer regarded as a vital part of a future government's platform;
instead, growing emphasis was placed on more indirect forms of economic
planning to control the economy and achieve social and political aims.
The writings of a number of left-wing intellectuals during the late-1950s,
illustrate this change of attitude. In 1958, for example, Peter Shore
had written:

"If Socialists have been right to assume that private
ownership of industrial property is the key to a capitalist
society, they have been wrong in assuming that public
ownership leads necessarily to a classless society. It does
not. The power of industrial property remains, under public
no less than private ownership,and the shape that it gives tfo
society depends upon who controls it and the purposes for which
it is used." 25

Similarly; CeAeR. Crosland maintained that:

"Post-1945 experience in the planning field strongly
underlines...{the fact that) ownership is not now an important
determinant of economic power... It can hardly be denied that
publlc~monopoly nationalisation, despite considerable achieve-
ments in certain exceptionally difficult industries, no longer
seems the panacea that it used to." - 26

Revisionism such as this must have meant, despite the rhetoric to

the contrary, that while the Labour Government would probably still tend
to favour the public sector, it was much less hostile towards private
enterprise.

Thuu, the change in emphaqls towards the private airlines that folloued
the return to power of a Labour Government was more apparent than real. But it
was sufflclent to brlng strong protests from the Independents‘ and in riéx_
partlcular from Br1t1 =h Fagle., Ag we have seen, the 1atter company had

been trylng for some tlme, wlth onlj llmltEd success. to perauade the

ATLB to 1ncrease its permitted frequenc1es on the domestlc trunk routes.:r

25. In Norman Mackehzie (ed ); 'Conv1ct10n' 1958, p 52—3.
26, "The Puture of uocnallsm', 1956, p. h68 and h?O. See algo Douﬁlas Jay‘

~'Socialism in the New Society’, 1962, and Socialist Union: 'Twentleth
Centuxy Socialism!', 1956 : , R R T ) e
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There was no way of making these serviceé profitable, argued Eagle,

unless the economic minimum of three round-trips pervday was allowed
(previously it had argued in‘favour of two such daily flights).27

Eagle's reaction to the new policy was immediate; it announced that it would
cease to operate all domestic trunk routes from February 20th. In retro-
spgct, there is little doubt that this move was over-hasty and mistaken.
Even without a new policy guidance, for example, it is not at all

‘certain that theiATLB would have sancioned further frequency increases,

it certainly had not up iill then. Some suggested that Eagle's Chairman,
ﬁf. Harold Bamberg, was simply using the change of policy as an excuse to
abandon unprofitable routes. Duriné the first yéar of operation, that is in
the twelve moﬁths up to October 315t,-196h, Eagle's new domestic services
had lost some £300,000 and passenger load-factors had averaged only 2l

on the London-Glasgow rgﬁte, 26m on the London-Belfast route and a mere

13% between London and Belfast.27a " Mr. Roy Jenkins noted that "the
,‘alacrity with which tBamherg) took.(the decisiah to abandon domestic

trunk serv1ces) suggests that he was not altogether sorry to withdraw

from hlS commltment » 28 whlle Mr. Anthony Mlllwatd Chalrman of BEA,

thought that Bamberg was '"the happiest man in Britain tonight".29

27. In fact, there is an economic justificationfor Eagle's attempts to
gradually increase the number of daily flights on the trunk routes,
although the airline does not appear to have used it in arguing its
case before the ATLB. It is widely accepted today that an increase
in the permitted frequency of a carrier facing competition on a partic-
vlar route will usually result in that carrier gaining a nroportionately;
larger share of the market. :Thus, the airline with the fewer daily. o
flights is at a considerable dlsadvantage. See Hall: 'The Relatlanuhip '
between Frequency Share and Market Share in Air Transport.! Unpublished
M.A. thesis, Centre for Transport Studies, University of Leeds, 1969, .
Also Wyatt's evidence -to Select Commlttee on Natlonallsed Industrles’;‘
'BEA', 1967, paragraph 1834, ~ B

27a. 'Fllght' 19/11/6&, P 858 and ﬂL/1/65, p. 8u
28. Hansard, op. c1t., 1/3/65,vol.707, cols.951—2.;.

29. 'Flight', 25/2/6;, p 280.. o
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Such suggestions may be wide of the mark. But even if the intention
of Eagle's management was simply to force a showdown with the Government,
it had badly miscalculated. For BUA guickly announced that it intended to
applj £o the ATLB for permission to take-over Eagle's discarded routes
(as well as for licences to operate between London and Birmingham and
Manchester), flying at the same frequency, but with jets out of Gatwick
insteadiof furbo-props out of Heathrow. ZIZagle immediately decided that
it would resume services to Glasgow, and eventually also to Edinburgh and
Belfést, using ‘the excuse that the recent award of 11CChCQu to operate
the London-Chester-Liverpool and the Liverpool-Glasgow routes (see above)
meant that it could now’0perate three flights per working day to Glasgow instead
30

of two, one being via Liverpool. Nevertheless, BUA pressed ahead with

its applications. N
The ATLB announced its decisions the following September, awarding
licences to operate all three dowestic trunk routes to BUA. The Board
described the action of Eagle in withdrawing its scheduled services as a
ndisservice to the fublic" and said that the "stop-go" nature of the
aiflihés operatibns must be a matter of concern since irregular and, to
that extent,/unreliabie service on these important routes were not in the
best interests of British civil aviation:
",..it was in our view highly conjectural when, if at éll, S
they would in fact have resumed these services, on which they
said they had incurred heavy losses, if BUA had not applied to -
-operate from Gatwick, It is also clear from their evidcnae
" that the continuation of their services would depend on their
being able to secure authorlty for. hlgher frequcncxeu than those
already authorlsed.” ; , : L DR
Presumably becauoe of the apparent unrellablllty of fhp prev1oua operatora,
for the flrst time ‘the ATLB spe]t out a Prltloh equlvalent of the Amerlcan ‘ ‘i
CAB's ' use 1t or 1000 it' rule.. In grantang BUA 8 appllvatlonu, the,
Board 1nsxsted that the alrllne must produce evldence not later than
January 1hth in each of the f;ve years after 1962 ﬁhat throuhhout the
‘  previous calendar year the uerv1oo had bocn operatcd at not 16&6 than thu J ij;

JO 1bldp‘ f))/D/EJl"“ po 819 [’ind 10/6/(.))’ })! C’gjk)'r
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specified frequency. British Eagle appealed against the ATLB decisions, and
was in fact allowed to resume services on the London-Glasgow route at a
maximum frequency of two return flights per day. But BUA retained its three

licences for domestic trunk services.

.

The Downturn:

The Labour Government's 'hard line' policy towards the Independents
in fact did not‘survive verj long. As we have just seen, Eagle was
allowed to operate on the London-Glasgow route again along with BUA and
' BEA, BO that‘in this instance competition from the private sector was
considerably increased rather than cut-back. Similarly, late in 1966 RUA
received permission to increase the frequeneies of its services to Glasgow
and Belfast frem 12 to 17 and from 7 to 12 per week reSpeetively. But
'Eaglefs applications’for‘e restoretion of the Belfast route and increased
frequency op’its Glasgow service were refused, primarily because, operating
out of Heathrow rather than Gatwick, they presented a greater threat to
BEA's traffic.”” In fact, the ATLB made it clear that it basically
1ntended to 1gnore Roy Jenklns' policy statement and contlnue to act o
strlctly accordlng to the letter of the 1960 leglq]atlon. "We flnd
nothing ln the Mlnlster s Statement to prevent us fxom reachlng our own B
Judgement, 1n accordance wlth our statutory duty, in thc CauCF submitted t
to us. "33 o |
In effect therefore, as the Board of Trade later adnxtted,’the ATLB t
had '"thumbed their nose" at the Minister of Aviation, 3“ Inits

second report the Board had said:

31, Ibid., 16/9/65, p.h85,‘ 'The Economist', 1/}/66, p.hg. f_ep»f'f- e
J20 ATLB Annual Report 1966/67, pe 210, i

33 Inbid., 1964/65, P b,

e3h, Select Committee on NatioﬁeliSed Industries, oﬁQCit.,,ﬁe‘xlv. 'ff~wv*“
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"We must interpret the Act as it stands and not by

reference to statements by Ministers regarding its intention

and probable effect. We shall continue to rely upon our

own interpretation of the Act unless we are overruled by a

Court of law." 35
It seems hardly credible that this was the intention of Parliament in
1960. Duncan Sandys had specifically stated that a 'case law' would
gradually be built up, based on ATLB decisions and appeals to the Minister.
The fault clearly lay in the lack of statutory directives in the Civil
Aviation (Licensing) Act. Even given the Board's unilateral declaration
of independence, however, it should still have been quite easy for the
Government to impose its will. Yet the new policy, as enunciated in the House
of Commons, was not pressed: '"Cases dealt with after the Minister's state-
ment, and in which he became involved by virtue of his appéllate function, é
confifmed.his williﬁgnes§_to consider individual cases on their merits and F
not in étrictkébnformity with the 'guidelinés‘,"36 Thus, the accession to
power of a Labour Government did not‘prove’to be such a catastophe for the
private sector of the air transport industry as many had expected.

To some extent the Indépendents appeared to be doing quite well out

of the newyAdministration. For example, a number of private operatorS,r
invested a considerable amounf of capital in introducing'jet e@uipment.“>
Durlng 1965, Eagle ordered five and British Midland Alrways (Derby
Airways) two new 1—11 200s. The followlng year Lloyd International placed
an order for a DC-8-63 (plus an optlon on. the purchase of another) Channel
ordered four 1-11 hOOs (plus. twa optlons) and Lagle two ?O? 32005.: Flnally,
in 1967 Channel converted its options for the purchase of two 1- 11 kOOs ‘  4'
1nto firm orders and in addltlon announced its intention of buylng flve "

- Trident 1Es. 37 Such a Spendlng spree on new, expen31ve equlpment was a

maJor departure from the traditional role of charter ccmpanles as. Operatora of‘—,

35. ATLB Annual Report 1961/62, P 7.
- 26, Ibid, 1966/6?. p.6
37 'Fllght} various dates; T
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obsolescent aircraft. It is partly explained by the very rapid
expansion of the inclusive-tour market at thié time (see Chapter X).
But a few Independents followed the lead of EUA in‘uéing jets on their
scheduled routes and, incidentally , forcing BEA to prematurely retire its

turbo-prop aircraft.

.
]

Despite the impression that such expansion might give, however, the
private operators were experiencing a number of serious problems. On the
whole, traffic continued to grow at a fairly healthy rate. But profit-
ability became more and more difficult to maintain as costs and capacity in-
creased dramatically, while the ability to put up fares was restricted by
the Government-imposed 'freeze' on wages and prices. Domestic scheduled
services were particularly badly hit. The ATLB reported:

"We have sufficient evidence to leave us in no doubt

that the general level of profitability in British civil

air transport, and particularly in the operation of

domestic scheduled services, is abnormally low, and certainly

insufficient to finance, or support the financing of,

successive generations of new equipment. By this we mean

that airline companies are in many cases unable either to

finance re-equipment from their own resources, or to show

a return on current operations sufficient to inspire

 confidence in outside investors." 38

Such a view mlght appear to conflict with the large number of expenulve
new jct aircraft ordered by the Independents between 1665 and 1967. Bat
orderlng new equlpment, uuually under compctltlve pressure, is not the
same as actually paying for 1t, as several alrllnes were to dlscover at :,-
thelr cost. Even the more fortunate found thelr debt ratlo& 1ncreased
considerably, perhaps even excessively.'

During 11966/67 UK airlinés,were‘éxpeCtea to incur losses on
domestic services in excess of £1.25 million,,before meeting'fixed'intefést;"
charges of a further'£1 million. Consequently, the ATLB was forced to

grant fare 1ncreaues 1ntended to reduce the operatlng deflcit

}8. ;Ahnuai‘Report, 1965/66 1y peS..
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by approximately £1 million, although this still left a considerable
annual 1055.39 The following August the Board was again considering
apflications to raise domestic fare levels when the Government imposed
its statutory 'freeze', which ruled out nearly all price increases until
the end of the year.ho During 1967/68 internal air services were
expected to lose £2.,3 million, before interest payments, rising to over
£% million the next year. With the 'freeze' replaced by a period of
'severe‘restraint', therefore, fare increases were approved which over
a full year's operation should have produced a surplus of some £1.75 million,
before interest, providing a marginal profit for most of the airlines
concerned. Unfortunately, although most domestic air routes are primarily
business~orientated, their price (or substitution) elasticity proved to
be such that the rise in revenue per passenger was accompanied by a marked
fall in total traffic,hﬂ' 50 tha£ the airlines' problems were far from
solved. BEA, of course, accounted for a large proportion of domestic
traffic and its losses are included in the figu;es already quoted. But
éhe unprofitability of UK internal air services was undoubtedly an’important,
perhaps the major, cause of the downturn in the fortunes of the Indepeﬁdents,
although’ag we shall see, a numper of other,factors alsp contributed,k;

‘To a{greatgr or lesser gxtent allithe privately«owned sghedqledv
_.operétors exﬁerienced financialvdifficulties at this time, but particu1ar1yL~~
badly hit was the 1arges£ Independent 'BUA. During 196&/65 BUA's '
parent company Alr HOldlﬂgu, recorded a trading proflt of just £S? 116

before tax recovery and other upward adgustments, and even thls was

39 Ibld., p 25*6
0. Ibld.,1966/67 P 7.

, h1. Ibld., 196?/68, p.13 For example, durlng 1968/69 in terws of the number L
~.of passengers carried, BEA's international scheduled traffic increased by .
v»9% while its domestic traffic showed no growth.  BEA Annual Report,
-;1968/69, P20, For a more detailed discussion of. these fare increases :
~see Gwilliam: "Domestic Air Trans port Fare sV Journal of Traneport Kconomics

" and Policy, 1968, p. 203-4, . LR g e s e B s
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arrived at only after "taking to credit the sum of £141,967,

being liquidated damages received in respect of a claim for late
delivery under a contract for the purchase of aircraft." The
company blamed its difficulties on the "continuing but reducing"
loss on the operation of the South American services, the cost of
crew training with the introduction of jet aircraft, the dis-
organisation resulting from the late delivery of the EAC 1-11
fleet, high interest charges and increases in labour and other
costs. The airline's problems, however, were rather more deeply
Erooted and of a longer~term nature than these excuses might suggest
and a firm of consultants was engaged to carry out a thorough study
of its activities. In 1966 Air Holdings recorded a group profit

of over £500,000, but the UK airlines within the company lost almost
£330,600._ The forecast_ loss for 1967 for BUA was £532,C00, rising
to an estimated £1.1 million in 1968 and £1.4 million the following
year. By mid-1967 the carrier was describing its domestic trunk
services as "heading for disaster.” In an attempt to reduce costs,
extensive economies were introduced; office staff, for example,
were moved from central London to Gatwick.

The smailér UK regional carriers within the group were similarly
losing money and an éffoft'waq méde’to rationalise their'operatioﬁé.
BUA (Channel Islands), sn amalgamatlon of Jersey Airlines and '
Silver City Airways Northern Dlvision, lost £280, 000 in 1967 and
the deficit for the follow1ng year was expected to be at about the

same level. In November, 1968, BUA (CI), BU (Manx)A‘andeortbh:“'

Air Services were merged, despite’strong'staff oppOSitiQn.4tovform ? e

British United Island Airways (BUIA). It(was’rumoured that“the,>
parent company had in fact attemnted to sell off one ov more of theseﬂ’
smaller subsidiaries; presxmably, and not surprisingly. the move

was unsuccessful.43~ Apart from its financ1a1 prcblems, the EUA  

b2, 'Flight', 3/11/66, p.,7h3, &/1/68, p.6, et.al.; The  ff?"'
Economist!, 3/u/68, p.58. ‘ -
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group also experienced considerable unrest among its employees.
A series of strikes during 1968 has been described as '"probably
the most acrimonious pilot-management conflicts that UK civil
aviation has ever experienced."hh The result of the troubled
period through which the company das passing, as well as of the
apparently unattractive future for private enterprise aviation in
Britain, was extensive ownership changes., As eérly as October,
1965, for example, three of the shareholders in Air Holdings, owning
29% of the company, announced that they were pulling out of air
' transport altogether; their shares were absorbed by four of the
remaining five investors. In 1968 two of those sﬁareholders bought
BUA and other related aviation undertakings from the Air Holdings
group for approximately £16 million. Air Holdings retained Air
Ferry, Aviation Traders, Britisg Air Ferries and SAFE Air, while
the new company, BUA (Holdings) Ltd., owned 92% by British and
Commonwealth Shipping and 8% by Eagle Star Insurance, now controlled
BUA, BUA‘(CI),‘BU (Manx)A, BUA (Services) and Morton Air Services,
together with 51% of Bristow Helicopters, 70% of Sierra Leone
Airvays, 60-65% of Uganda Air Services and 60% of Gambia Airways.h&a

"~ Appendix VII clearly‘shOWS that‘although the Independénts5
revenue continued to'inérease;'their finanéialvﬁositidn as a whole
deteriorated markedly. As a geheral rule, those most heavily ’
engéged in the provision of sbhéduléd services;bespécially oﬁ:
domestic routes, fared worse., To take a few,éxamples, in addition'
to-the BUA figures already quoted, despite fhé fact that Camb;ian'sf

traffic increased in 1965, profits, at £46,912, were some £75,000

L4, Blain: 'Pilots and Management', 1972, p,285;

bha, 'Flight', op.cit.; 'The Economist', opscit. .
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less than the previous year. Net trading profit recovered some-
what to £66,110 the following year, but even this respresented only a
2% return on turnover. Cambrian's chairman, John Morgan, commented
strongly in the company's 1966 Annual Report on.the inadequate returns
at current fare levels and said tﬁat "losses are inevitable if the
airline is not allowed the rate for the job." He went on to point
out that, with a few exceptions, there had not been an increase in
domestic tariffs since April, 1963, during which time costs had risen
by approximately 30N045 BKS again ran into financial trouble and
BEA was forced to come to the Inderendent's aid, raising its share-
holding from 30% o 50% . Lloyd International lost £4k,548 in 1966,
compared with profits of £665 in 1965 and £46,033 in 1964. Channel
Airways was able to tagg only three out of six l-11s and two out
of the five Trident 1Es it had on order, which cost the airline
£300,000 in lost deposits (BKS acquired two of the Tridents with
the help of BEA finance). Finally, EMA had to turn to its main
shareholder, Minster Assets, again for further capital when it came
to paying for its 1-118.46

TABLE 5.2 : UK Airlines' International Scheduled Services

(excluding vehicle-ferry operations) (expressed
in millions of passenger-miles), :

Corporations Independents  Total Independents' Share(%)
1965 kghs 2k9 ksse s
1964 5212 262 Sbm kg
1965 6288 39 66w 5.3
1966 669k W9 7m3 59
1967 7,087 kB 7515 52

Sourcé:w‘ from Board of Trade; 

#5-"Flight'. 19/5/66 p. 826, and 18/5/67, p.780.
46. TIbid., 4/11/66 p- 864, 28/9/67, pe 5>h~5, and 16/1/69, p.81
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TABLE 5.3: UK Airlines' Domestic Scheduled Services
(excluding vehicle~ferry operations) (expressed
in passenger-miles) (millions)

Corporations  Indepcndents total Independents!
‘ : share (%)
1963 613 200 813 24,6
1964 690 253 943 26.8
1965 756 289 1,045 | 27.6
1966 769 375 1,144 - 32.8
1967 789 411 1,205 34,1

Source:  from Board of Trade

Thus, while the Independents were recording very rapid ratec
of growth in the field of inclysive~tours, as far as scheduled services
were concerned they were experiencing considerable difficulties.
Table 5.2 indicates that in termsvof passengFr—miles performed the
privaté sector's share of international scheduled traffic remained
relativéiy constant between 1963'and:1967, despite the transfer to
BUA of éhe Séuth American routes, which accounted”for approximately

20% of this totai.47

" On UK domestic routes (Table 5.3) the
indepehdent airlines were more successful, increasing theirkshare of
the marketifrom 19%:ih 1960 fo4ovér 34 in 1967. 'Buf, ofkc¢drse;'

fbr most operétors domestic Ser#iéés were féf from ﬁrofitable‘at_thié_‘
"fiﬁe/becéuse of the Government's 'frééie' on’Wagés‘ahd pricés;
‘Altogéthér, the Independeﬁts' scheduled seryicéwfraffic grew4£hree?“
fold betuveen 1960/61 and 1967/68. though this sgill'represénted:v:
only 10% of total UK scheduled traffic compared with 8% invlééo;-

v Theirtsﬂére;df total UK é{vilxaif'tf&hSpErt odtpﬁ£ (s§hédu1¢d:énd4f

 charter) increased from 25% in 1961/62 to 32 by 1967/68, but, as the

A 47., Briatow: 'The Indepéndent Airlihes', The Aeronantical Journal,
1970, p.632. i S e
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Edwards Committee was to note, "it is clear that this overall growth
of traffic has not brought general financial stabiiity to the private
sector of the indus’cry."!+8
The Civil Aviation (Licensing) Act, designed as it was to inject

a.feeling of stability and confidence into the private sector of an
industry that clearly lacked both of these characteristics, had
obviously failed. The intervention of a Labour Government could
have made, at most, only a marginal contribution to that failure,
Rather the fault lay in the contradictions embodied in the whole
" approach to UK air traﬁsport licensing and typified by the 1960 Act,
in particular the failure to fully understand the difficulties inherent
in regulating a mixed-sector industry. The bankruptcy of the old
policy and the need for something new were widely accepted, both
within and outside 01v1i-av1at10n c1rcles. The Select Committee on
Nationalised Industries, for examéle, recommended that the ATLB
should be deprived of its licensing and fare-fixing functions, and
since this would leave it only with the role of a Consumers' Council,
that ghe Board itself be‘abolished: "Yopr Committée believe that the
ATLB have, on balance, not prov1ded stability for British civil
av1at10n "#9 , - : , ; i R O

‘ In evidence to the same Committee BUA summed up the objections of
the priyately-owned airlings_to the 1icensing prdcedurg,'aqd it is-
worth quotlng thls teutlmony 1n some detaxl.r As far as scheduled  |
services were concerned,rargued EUA the current system gave civll  :
aviation the worst of both‘worlds.‘ The Independents were sufflclently
well ;rganised\to mékeban impact_on the(Corporat;ong! bu51ness, but;,  
wvere too frustrated and inhibited by the licensipg»proéédure and - - |

other matters to”be‘abie to operate pfcpérly;ﬁ”Eaéh‘liCén§é aﬁ§licé~f :

48, The Edwards Report, p.21 and 23.
49. Op.cxt., p._xliv and xlv111,~:y i)
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tion was considered and judged by the ATLB on its own particular

merits without any background of evolving policy, and there was hence
no guidance as to whether any underlying policy had emerged, was
emerging or was likely to emerge from the Board's decisions. Sir

Myles Wyatt described the position of the Independents thus:

.

"What is certain is that unless there is a modification
to the present policy there is no room in British aviation
for a privately-operated airline...What is absolutely
fundamental to the whole thinking of anyone connected with
civil aviation today is the necessity of the British
Government, which is the only body that can do it, to think
out exactly what it is it wants and then make it possibvle
for it to happeén...(This uncertainty) has been a feature
from the day the war ended, but it has become an increasing-
ly serious factor year by year and now it has reached a
‘proportion, due solely to the magnitude of the money we
are talking about, where it is absolutely vital." 50

This was a considerable contrast to the way in which the Indepehdents
had initially welcomed the 196Q Act: "(We) look upon (1961/62) as

a year df transitién ¢ transition particularly from a feeling of
being not unreservedly welcome to a positive acceptance that private
enterprise has and will continue to have a major responsibility in
the general development of British air transport." 5}

-Yet again, therefore, the Government was,calied‘upon,to step in
and 'finally' settle the problem, On this occasion, the Government
chose, in August, 1967, to appoint a Committee of Inquiry under the
chairmanship of Frofessor Ronald Edwards to investigate the'Q301é
organisation of air transport in the UK and‘recommend reforms., =
Praisworthy as this action may have been,kone‘canndt,helpnthihking,
that it was in fact yet another example of the Buck being passed; in
other words, an excuse to put off the time when a decxsion would
51a

have«to be made. OCne immediate result of ‘the establishment of

the Edwards‘ Committee was that the larger prlvate operatora began
50. Ibid., Evidence, p.246 and 250,

51. “BIATA Annual Report, 1961/62, p. 7.

Sla. As 'The Economlst' once noted: "Appolntlng Commltteeu is no =
. bubstltute for pollcy." 29/l0/60,p.h83. _ S e
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to manoevre in an attempt to stake their claims to a major

role in a reorganised industry. This was the 'raison d'etre! for
the applications to the ATLB by British Eagle, BUA, Caledonian and
Transglobe in August, 1967, for licences to operate North Atlantic
scheduled services. BUA and Transglobe withdrew from the contest
Jollowing a directive from the Presideﬂt of the Board of Trade, but
‘Eagle and Caledonian rressed ahead. The latter carrier wanted to
coperate services between London, Prestwick and New York and London,
Prestwick and Toronto from May, 1969, and between UK ana San
Francisco/Los Angeles from lFay, 1970, while Eagle simiiarly applied
for services from London to New York, liontreal, Toronto and San

52 The Board announced its decisions the

Francisco/Los Angeles.
following May, refusing all the applications on the grounds that the
route was not yet ready fo: the licensing of a second British operator
and that neither applicant had established a sufficiently strong

financial position from which it could embark on a major expansion

of "this costly and exacting type." 23

The Collapse of British Eagle

- The announcement on November 6th, 1968, that British Eagle was
to cease operations as from midnight that day came as a’sévere shock
to the industry, primarily because of its suddenness. The fact,
however, that all was not well within the company had’beén ﬁo£e<than.
evident for somebtime. It transrired that unsecuréd creditors Wére.
owed well over £6 millibn‘and, ﬁp to November, 1972, wererunligely to
receive more than 15 pence in the pcund.5§r It is important to“’:~
'examlne the factors behind the bankruptcy of Brltzsh uavle in some
detail, partly becausp of the relative size of Eagle w1th1n the B

. private sector of the 1ndustry, ‘but malnly becau&e of the light that o

52. 'Flight', 17/8/67, p. 246~7 and 28/12/67, p. 1057, ' e
53. Ibid. 20/6/68, p.915=-7., In fact, the applicaticn of Caledcnlan N
Airways "only narrovly...failed to satlsfy the Board.” ATLB o
- Annual Report, 1971/72,.p 10.
‘5%. British Eagle International Airlines Ltde,* Letter dated 30/11/?2 tc
unsecured creditors from F,S. McWhirter,British Lagle's llquldator.".

k4
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the airline's collapse can shed on the general problems facing the
independent carriers. Eagle was the second largest privately-owned
airline in the UK, with a staff of 2,300, including 220 pilots, and
a fleet of 25 aircraft: 4 Boeing 707s, 5 BAC 1-11 300s, 12 Britannias
and U Viscounts, of which only two’Britannias and two Viscounts were en-
tirely free of charges. The reconstruction of the airline after the
debacle of its association with Cunard (see Chapter VII) began in
February 1963, when Mr. Harold Bamberg bought back 606 of the company
from the shipping line. Since then Eagle had expanded at a considerable,
if somewhat erratic, rate, much faster than BUA. But most of this growth
had been based on charter work, while BUA had been by far the more success-
ful airline in the field of scheduled services.55

With the benefit of hindsight, it is fairly easy to see that Eagle
faced almost insuperable difficulties.}and as time went on the problems
it was encountering became more and more evident. In 1966 the airline,
like BUA, had been forced to seek the help of consultants. In November
of the same year three senior executives resigned. 'Fllght‘ comwented
at the time:"The actual loss to the company of the experience and
enthuéiasm of these men is bad enough; what is worse are the signs of

n56

strain within the company that their resignations reveal. The air-

line was re-structured following the purchase of the réméining'ﬁo%\cf the

shares from Cunard towards the ehd of 1966. A holding company, Eagle

International, was formed to control British Eagle International

Airlines, British Eagle»(Liverﬁool) Eagle Aviation"(a charterVSub~7"

sidiary), the Ynlghtsbrldge Alr Terminal, Eagle Aircraft Serv1ces and
Sky Chef.. During the summer of 1967 Eagle suffered a 20» fall in A

holiday traffic and was: forced to declare rcdundant 31 pllotu, 8

55 'Fllght', 28/1L/68, 'The Lconomlst’ 12/8/67' Pf593;
56 17/11/66, p- 826
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Just over a year later a

57

navigators and 9 flight engineers.
further 418 employees were sacked and the Speke (Liverpool) main-

58 Thus, British Eagle's troubles appeared to be

tenance base closed.
gathering momentum, although it must be remembered that most other
brivate operators were also experiencing severe problems, not
least BUA.

Table S.4: Output of British Eagle International Airlines,

1963-1967 (in thousands of passenger-miles;
passenger load-factors in brackets).

Scheduled Services Separate Inclusive Exempt Services
International Domestic Fare Charters ~ -ours  and Sub-
Charters®*

1963 32,448(60.3)  1,398(15.8)  2,111(79.9) 24,021 3,270

196k 36,622(H0.4)  16,654(25.5)  77,421(61.5) 10b.01 5,897
1965 41,449(44,9) 8,355(29,7) 178,171(89.9) 13152254) 8,732
1966 51,732(48.0)  12,737(42.7) 264,435(68.5) 295§z§3:§'9,517
1967 59,453(k4.9)  17,281(51.9) 228,630(62.9) ,2)4(352#) 8,526

* measured in aircraft-miles (000's)
Source: Board of Trade.

The more immediate factors that led to British Eagle's
Jbankruptcy are fairly easy to discover: |
(i) Eagle was very heav11y commltted, perhaps even over—commltted
to trooping work, which accounted for 527 of 1ts total output in %
1967 and 55% the previous year. The company's share of this market
by 1967 at 33% (L2% if the Coryporations are excluded) was the 1argegt
~ of any British'éirline and almost doublefthat of 1ts nearest :
;competltor, BUA. éy the second quarter of 1968 its share had 5
,fallen to 21m, but thls was still consxderably greater than any o

"~ other slngle operator.s9 By the m1d~1960a trooping ‘wus no 1on#er\g;ﬁ;1;

“)9. Board of Trade ClVll Avxatxon utatlut168¢ SRS
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a very profitable operation and was usually costed on a short-run
marginal basis, as W.H. Hudson, Eagle's Commercial Director told the
Héuse of Commons' Estimates Committee: '"When we consider these
trooping tenders, they are always contested on what we would call a
marginal basisj in other words, you add them on top of what you have
got in other activities and they very rarely collect, because of the
competitive nature of them, the full overhead allocation."éo In the
long run, such a large commitment to what was essentially an unprofit-
able type of business must have weakened Eagle's position to a consider-
able extent,

There was in fact one particular trooping contract, won by
'British Eagle from BUA in April, 1964, that came in for a great deal
of criticism, This involved five flights per week, or 28,000
passengers a year, between the VUK and Singapore and Hong Kong. It
was suggested that in order to obtain this £3 million contract the
airline had been forced to quote an excessively low rate, although
such suggestions were strongly denied by Eagle itself.61 & letter
published in 'Flight', for instance, claimed that bankruptcy was
"inevitable from the day Eagle undercut BUA on the Far Eaétern troop~
ing contract. Those of us who knzw the prices quoted knew it could
not be done with a decent margin of profit."62"Such allegations
contain an element of truth; ‘the Far Eastern trooping'coﬁﬁraét‘WaS
probablyfirofitable by itself. But in October, 196k, the airline was
also chartered to‘aperateJa éeries of UK-Australia 'migrant flights',“"

~in association with Qantas.63 “Since the contractyiﬁvdlved‘qérrying

60. Estimates Committee: 'The Movement of Service Personnel and Stores', .

1966/67, Evidence, Q.382. : EEE RN T ' e PrER
61. 'Aeroplanc', 9/6/6l4, p.1l; '"Flight', 19/11/6k, p;858.;’~”‘,“ 
62. 5/12/68, p.935, written by G.T. Abrahams. L D
63. 'Aeroplane',kza/i0/64,‘p;15,‘ i B
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passengers in one direction only, although a return flight was
paid for, Eagle was able to hire out the aircraft for the journey’
back to Britain, Fortunately the Far Fast garrison was being
reduced, so0 that the flow of troops and their families was markedly
greater from Singapore and Hong Kéng to the UK than in the other
direction. ZEagle found it quite easy, therefore, to obtain a double
payment for most of these flights, The Far Eastern trooping contract
only really became unprofitable when the Australian agreement was
cancelled. Nevertheless, the fact remains that overall trooping was
- not very remunerative (see Chapter VIII). That Eagle was left with
such a large proportion of the total trooping market probably re-
‘flects its inability to gain other types of work or retain work it
already had. In other yords, too large a proportion of the airline's
total output was accounted for by marginal worke
ii) Because of the decreasing size and poor profitability of
goverﬁmentvcontracts. Fagle tried very hard to diversify its
activities,‘especially‘into the expanding inclusive~tour (IT) market,
but with only limifed success. Large increases‘iﬁ‘inclusive—tour
and separate fare charter traffic were indeed achieved in 1966
(geé:Tabie 5.4).  The following year, however, thé‘airline‘s'sharq
of the IT market fell from 19.75% to 1€%, while its average load-
factor on these services also declined (to 77.4% compared with an -
industry average of 82%). There is somec evidence to suggest that
Eagle only managéd'tb‘maintain this‘share'with‘thé*éid of extremely -
competitive pricing, which again must have eaten intp“its profits;b
Certainly, it suffered IT céﬁceiiétiohé durihg thekSummernofvi968ﬂr

valued at £1,075,000,5% - A major problem for operators such as

64, 'Flight', 14/11/68, p.767.
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Eagle in this respect was the fact that vertical integration
between a;rlines and tour organisers was increasingly pre-empting
a large slice of the market, leaving relatively little work to be
put out for tender (see Chapter X). Although Bamberg had long-
term contracts and even owned tour companies, they were not sufficient

» ]

and hence his attempts during 1968 to form closer links with the
Transport Holding Company.65 |
iii) Unlike BUA, Eagle never really succeeded in fully establishing
itself as a scheduled service operétor. Its expansion in the field

of international services was relatively limited and achieved at the
expense of a marked decline in load-factors. The problems it ex-
perienced on domestic routes have already been discussed. Eagle lost

a considerable amount of money on the internal trunk routes, (although
Bamberg 6iaimed that tﬂé Londoﬂ-Glasgow service was just becoming
profitable by the beginning of 1968)6§ while the London-Liverpool servic
was badly hit by increased rail competition. Undoubtedly, for most

of the 1960s, the scheduled services were cross-subsidised by

charter work, Bamberg also attempted to get round:the restrictions of
the B;itish licensing system by establishing or helping to establish
subsidiary airlines in the VWest Indigs, Switzerland and Luxembourg o
bﬁt again with very limited success. |

(iv) In late October, 1968, the ATLB announced that it intended to
revoke Eagle's licence to operate IT charters between’ London and the
Caribbean after an appllcatlon by -BOAC alleglng irregularities in- the
conduct of the services., The Corporation also claimed that the‘; |
operation was running at aklcss.s? ~ This revocation was‘to be angi
important factor in the failure of‘the~Independent'to Secﬁreg;f

additional finance to keep going through the winteriofﬁ1968/69;7}f”*1uk

65. 'Flight', 14/11/68, p.767. e B D

66. 'Flight', 15/2/68, p.216; whether this statement was strictly

: - correct or not vwould " 1argely depend on the allocatlen of overheads.
67 Ibld., 7/11/68 Ps 759. ’ e
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(v) Finally, although more difficult to prove, there were quite
evidently serious short-comings in the management of British Eagle.
For example, 'Flight' published the following letter from Alan T.
Ashwin, senior personnel officer gt Eagle, one of several letters the
wagazine received making the same point:
".eel believe that British Eagle's collapse was due to
poor management at senior and executive level.,..larold
Bamberg and the staff were sold up the river by a severe
lack of communications within the company. I believe the
chairman vas insulated from the true picture by senior
executive and senior management bumbling." 68
" Similarly, offers of financial support from two merchant banks, Hambros
and Kleinwort Benson, were tied to demands for managerial changes. In
particular, the banks criticised Eagle for beingAproductionw rather
than market-orientated, something which the airline's management
apparently found diffiéﬁlt to alccep'c.69 |
These five factors that helped to push British Eagle into
1iquidati§n, however, were really only the superficial causes of the
collapse. It may be é truism, but the basic reason for the bankruptey
was that the airline ran out of moﬁey. In other words, it did not
have ;ccesu to suff1c1ent flnan01al support to continue to operate and
r1de out the storm. Ever since its separatlon from Cunard Eagle had
been somethlnc of an anachronigm among the 1arger Independents in lts
lack of capltalubacklng from a stronger parent companyj Mr.‘Harold
Bamberg’and his wife ﬁeld c10, OOO“of'the one millién iésﬁed shares
in the airline, To ekpand therefore, 1t “had to rely upon borrowed
flnancc andAre-lnvested proflts. both éf which have been nctoriously
dlfflcult for a Brltiuh prlvate operator to obtaln since the war. The,
problem worsened, of course, during the 19603 as the alrllnes;were‘.‘ e
forced to~purchasé~expensive'jét“equipment; even theiéeconﬁ-handi“*

Boeing 707s Eagle'obtaihed‘from,»Qahtas cost some £1.5 miliién'eaéh.‘

68. Ibid., 5/12/68, p. 935.
69. Ibld., 28/11/6\», p.887.
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Fagle's profit record was probably better than that of many

other private carriers, but it was not that good. After losing £80,000
in 1963, the company was consistantly profitable up to 1967, recording
net profits of £350,000 in 1965 and £585,000 in 1966. These figures
however, cannot be taken completely at their face value. As the ATLB
pointed out the 1966 profit was largely the result of receipts and
adjustmenfs of a capital nature, while three-quarters of the estimated
1967 surplus of £350,000 would eminate from a capital gain on the sale
of an aircraft. Operating losses in excess of £500,000 were forcast
for 1968 and 1969.70 In addition, the ATLB had been warning Eagle
for some time that it was considerably under-capitalised; between
January, 1966, and October,‘1967, for example, long-term ihdebtedness
increased from about £2.7 million to over £5.5 million, and there was
a bank o&erdfaft by the latter date of moré than 5400,00071 During
the ATLB'hearings of the applicatiéns for licences to operatg North
Atlantic schedulea services an interesting light was ghéd on the
relative financial strengths of Eagle and a rapldly growlng pr;vate
operator, Caledonian. The latter stated that its ten shareholde*s,‘
who included companies such as Great Universal Stores, had firmly
committed theméel#és toférbvide’an/édditional £3 ﬁillion wor£h df
capital f6r thé airlihe if thé iicences were gfanted.k Eagle, 6n the
other hand, could only tell the Board that plans vere being drawn up

72 leen the

to raise £1 mllllon through the issue o? unsecured wtOCko
company's flnan01al condltlon lt is difficult to imaglne 1nvestorsv
fallln~ over themuelves in the rush to prov1de Faﬂle w1th additlonal :

canltal.

70- Ibldo’ ?0/6/68' po 91)"‘?' et’al.
71 Ibld., 22/5/69, p. 820, ATLB Annual Report 1968/69, p.lG.

2. 'Fllght' 8/2/68, p. 180 and 15/2/68 p.alz
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It was British Eagle's attempts to raise further financial
support from two merchant banks to tide it over the bleak autumn
and winter seasons that eventually forced it into liquidation,
Negotiations with Hambros and Kleinwort Benson had started in March
and by October 30th a deal had more or less been agrecd upon, whereby
the company would receive an injection of £1,750,000 (of which
Bamberg would provide £250,000), plus a further sum in 1970. It was
then that the banks heard about the revocation of the Caribbean IT
blicénce and decided to withdraw. The licence in fact represented
only 1,000 hours out of the total 37,000 hour 1969 programme. But
it proved to be the straw that brdke the camel's back. Hanmbros and
Kleinwort Benson had totally lost confidence in the ability of the
management to carry out effective reforms and of the airline to climb

73

back into solvency. There was no alternative but to go into
voluntary liquidation, Thus, it might be séid that the collapse of
British Eagle in November, 1968, was far from unexpected. The
Independent's position as one of the leaders of the private sector of
the UK air transport industry had really been untenable ever since
1963; In its attempts to maintain that position it had become
iﬁvolvéd in too many marginal enterprises, and eventually forced inté
éhe type of despefate action typified by its flbuting:of‘the Caribbeank
licence rules, |

As one might expect, the effect on the 1ndu;try of the collapce
of the private'SACtbr‘s seéénd lafgest company Wasjconsiderable. *The;»
unCertainty and loss of confidence that resulted brought the v1ab111ty
of a number of other carrlers 1nto queutlon. ncludlng EUA.™ The

sitnation was made worse for,the Independents by the‘faqt‘thatymany ;‘

73. 1Ibid., 28/11/68.;p.58?.v
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of them were finding it even more difficult than usual to raise
additional‘finance since most banks and potential investors were
| awvaiting the recommendations of the Edwards Committee on the future
shape of the industry. It is indicative, for example, of the
§revailing atmosphere of uncertainty that as a result of rumours of
British Midland's need for further working capital, Manchester Airport
foreclbséd on a BMA Viscount which‘had been diverted there in bad
weather. The aircraft was impdunded for seven hours while the air-
port authorities dema nded payment of £16,000 outstandlng, much of
which had been incurred by other airlines handled by BMA. When this
was paid the airport demanded a further £5,000 for charges not yet
invoiced. In the event, BMA received a capital injection of £150,000
from Minster Assets.7 .

It is not surprising, therefore, that the imminent closure of
several other operators was rumoured, especially as many airlines
depend to a large extent on credit from their suppliers to ﬁide them
'over rough patches. But in fact only one other major Independent was
forced into liquidation, Transglobe. Formed in 1959 as'Air Links,
Transglobe was a relatively prosperous company, pr%marili owned by the
Oéean Steam Ship Company (é?%) and the Bolton Steam Shipping Company
(349%), although a 1oss of £5OO 000 had been forecast for 1968/69 75
In 1966 an American CAB Examiner had commented that "Transglobe appears
to be in a sound financial condition and is conducting its present‘
operations on a profitable‘basis;"76 while the ATLB‘laféf nctéd that
the airline}had "survived shaky beginﬁings to achiéve vhat appeared to
be a relatlvely stron* flnanclal p051tion for the acope of 1fs‘bberéf

tlonu, and we were surprised by the sudden decismon of the sharehbidera tq;

7k, Ibid.,;s/la/éa, p.923.v
75, TIbid. L
76, Ibid., 31/3/66, p.S oh. i
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77

put the company into liquidation." The company itself

attributed its losses to the use of propeller aircraft in competition
with jets, especially on the North Atlantic, and said that it had been
78

unable to raise the £1.5 - 2 million needed to keep going. It secens

mere than likely, therefore, that the main reason for the collapse of
the airline was a loss of confidence on the part of the two principal
shareholders in the future of private enterprise British aviation

in general and of operators such as Transglobe in particular. It was in

this atmosphere that the Edwards Committee reported on UK air transport.

77. ATLB Annual Report, 1968/69, p. 16.

?8, 'Flight', 5/12/68,vp. 923.
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Chapter VI

THE EDWARDS REPORT

The Report of the Edwards Committee of Inquiry into Civil

Air Transport1 has received extensive publicity and criticism since
its publication in May, 1969.2 The principal recommendations of the
Committee are set out in Appendix V, while further reference to
the Report, especially to its extensive research, will be made in
subsequent chapters. AHere we need only concern ourselves with thoce
sections directly relevent to the activities of the independent airlines.

. While noting that in many respects the performance of the
Indepehdents had been admirable, especially their role as ccmmércial
innovators and as a 'ginger group' to spur the Corporztions, the .
Committee pointed out that their rapid growth had not brought general
finaﬁcial stability to the private sector. In particular, attenticn
was dréwﬁ to the way in which the éctivities of the privale airlines
had'been circumscribed by government policy. One of the main aims
of the Report, therefore, was to eradicéte this instability (p.21-3).
The serious under~capita1i§ation of the private sector cf the airline
industry Qas also noted (?.34). | | |

With regard to the economies of scale and specialisation the

Committee concluded thét theré is no éése for making airiines
vartifically largér thén théy need to bg to éamre the major\aaﬁaniages

of size. Nevertheless, large scale is advantageous because of the

1.'British Air Transport in the Seventies', Cmnd. 4018,

2. See, for example, Sir W. Hildred: 'British Air Transport in the
Seventics', Politicnl Ouarterly, 1969; The Aeronautical Journal:
'A Symposium: Is There a Futurve for British Air Transnort? A
Discussion on the Edwards Report', March, 1970; and Thompson
and Hunter: 'The Nationalised Transport Industries,' 1973.

*
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economigé that can result from a standardised aircraft fleet and
the output of a standard type of service and when marketing strength
demands a widespread geographical'coverage of routes and sales
cutlets. Large airlines are also usually better placed to ride
out periods of adverse econonic results and to sustain the costs
fissociated with technological innovation. But in all sectors of the
air transport industry the quality of management is probably much
more signficant in determining performance than any of the factors
related purely to airline size (p.78).

Next the Committee turned its attention to the problem of
competition between carriers on particular routes. There can be no
hard and fast definition, the Report says, of the point at which a
route becomes capable of carrying competitive services, The licensing
authority must be freeafo consider‘each case on its merits, and
properly equipped to take all the relevent factors into account.

Of the domestic air routes only those from London to Belfast, Glasgow
and Edinburgh are capable of sustaining competitive services, and even
in these cases not more than two airlines should be licensed for each
route. Scheduled services to the Channel Iiands,énd Isle of Man can
"and should be ratiocnalised. On the routes where competition is
éuthorised, growth of traffic should, in the initial stages, be

shared between the two airlines through frequency regulation'

imposed by the regulaiory authority on both’carriers. On interhation—
al routes, despite the obvious‘practical difficulties involved, the
Committee concluded that double designation is desirable on the.
London~Paris and London-New York services, given a competitqr*who 

is equipped to hold his own in the 'big league' (pe98)e

On the basis of'these bonclusions, the Report proposed that

-
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by 1975 the shape of the UK air transport industry should be
as follows:

(ij A long-haul scheduled aifline essentially based on LQAC's
present world-wide network of operations and serving all
prescnt\BOAC points except those conceded to the second

. force.
(ii) A European and domestic trunk route scheduled airline
essentially based on BEA's present network of services
with the exception that non-trunk domestic services will

.be transferred to the British Air Services (BAS) group,

and perhaps subject to some rationalisation in the negotiations

over the second force,
These two carriers would be linked to ensure the most effective use of
their resources and frénchises; |
(iii) A second force scheduled airline which should be licensed
to operate a viable structure of both long-haul and shorte
haul routes providing an additional source of management
experience, expertise and initiative and serving as the
sccond UK operator in those cases where d;uble designation
is in the British interest.
Ail three of these airlines would also provide capacity for inclusive~
tours and other passenger charters and freight operations.
(iv) A group of provincially-based airlines operating jointly
“with thedcommén services of a parent company developed
along the lines of PBritish Air Services.  This group of.
airlines would operate secondary domestic Services in the
UK, might also operate scheduled services to some Euroyeaﬁ
destina?ions and wduld compete for traffic_in the‘Européén

inclusive-tour market.

»
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(v) A small number of airlines specialising in the

operation of inclusive-tour and other charters and, almost
certainly, developing c¢close relations with the major tour-
pfomoting companies. One or two of these carriers might
. concentrate on freight charters (p.11h4).
Both BOAC and BEA should continue to be publicly owned. There may,
however, be scope through BAS for airlines to which both the public
and private sectors can contribute, The second force airline
should be primarily privately controlled (p.l125),

.The Committee clearly recognised the need for rationalisation
within the private sector. It therefore proposed that the second
force airline should be formed by an amalgamation of the two largest
Independents, BUA and Caledonian, with by 1975 a fleet of 4550
aircraft and a scheduléa route.network of at least 4,000 million
seat-miles to achieve the minimum ‘scale necessary for economically
viable operations. Sowme Corporation routes @ould have to be trans-
ferred to make this possible, in return for which there should be a
public stake in the second force, the actual size of which would be
related to the size of the concession. The Report maintained that
there is an important role for several private companies in the
operation of inclusive~tour and charter services and no reason why
operations of this kind should not be profitablefby,themselves‘Wiﬁhf
out the babking of scheduled services. Certain other‘fairly‘smallf
scale air transport activities; such as freight charter operations
and third;level and air-taxi SerViCes,'should be left for privatefl7
companies to develop (p.107,142 and 150).

Finally, the Committee turnsd its attention'to théyﬁroﬁlem‘offi

‘licensing., It was quite eritical of a number of aspects of the role :
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and actions of the ATLB, particularly with regard to the duration of

issued licences and the appeals procedure, although the fact that the
Board had been operating within severe constraints was recognised.

The Report, therefore, recommended that the future licensing system
should allow appeals to a judicial body rather than to the Minister,
but only on the grounds either that the licensing authority had acted
'ultra’vires' of that its decision was perverse - that is,could not
reasonably be brought within the Government's declared aviation policy
as set out by the Minister in a statutory instrument. Provision

might also be made for the suspension of action on licensing decisions
for a limited period in certain circumstances pending a review of
policy. The future licensing system should take a more pbsitive
responsibility for the economic regulation of the industry; should
make mofe searching exéﬁinatioﬁs of the airlines' financial prospects
and results; and should work closely with those responsible for

their technical regulation to ensure that safety standurds are not
impaired by financial or managerial weakness (p.161),

. In order to achieve these objectives, the Réport continued, a
Civil Aviation Authority should be established responsible4for almost
all the technical and economic regulatory functions performed by the
Board of Trade, the ATLB-and the ARB, for the civil side df,the joint
National Air Traffic Control Services, for operational iesearch, fof :
long-term airport planning and,for‘the main work of traffic rights
negotiations. .ThevAuthority should work to broad policy-lines
determined by the Minister,iﬁho would alsokfétain speéific'fuﬁ¢tidné
related to accident investigafibn. From time tbftime fhe Govérﬁmenf '

should work out and state cléirly and publicly'iﬁs policy for civil
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aviation. To allow flexibility, the duties of the CAA should be

laid down in general terms in statute and the Government's policy
directives shouid be in the form of statutory instruments (p. 256).

"o sum up we recommend a better integrated but flexibly-organised
public sector, a second force mainly privately-owned, a mixed owner-
siip group of smali regional airlines, a private sector of inclusive
tour and charter (including freight) operators; an industrial and
financial structure conducive to competitive efficiency, safe opera-
tions and good human relations; and a semi-autonomous Authority
. devoted to holding and strengthening Britain's place in world aviation.
These recommendations should, to quote our terms of reference, enable
the industry to make its full contribution to the development of the
economy and to the service and safety of the travelling public " (p. 267).

Reactions to the Revnort.

With the publication of the Edwards Report a great deal of
relief mﬁgt have been felt within the private sector of the industry.
Not 6n1y had the economic situation been poor, but thé‘bankruptcies
of British Eagle and Tranoglobo had resulted in what the AlLB d;scrlbed
s a crisis of confidence in independent air transport in which the
future of several other airlines was uncertazn.B Furthermore, the
doubts surroundlng the Commlttee s po"51b1e recommendatlons resulted
in a marked unw1lllngneea on the part of many 1nvestors to provide ;
addltlonal capltal for the Indepcndento untll thelr future was flnally,
uettled. De%nlte the rellef howevor, a number of alrllnes, in o
addltnon to BOAC and BEA, were far from overgoyed at the proposed
, spe01al p051t10n that the second force carrier would occupy.‘ But -

it was the reactlons of the two lurgemt prlvate operatore, BUA and

3. ATLB Report, 1968/9, p. 16.
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Caledonian, together of course with that of the Government, that
were the crucial factors.

Although in terms of passenger-miles flown per year BUA
and Caledonian were roughly equal in size, they were very different in
outlook. BUA waé orientated primarily towafds scheduled services,
despite a solid charter base, and towards European and African markets.
Caledonian, on thg other hand, operated only charters and was mainly
interested in the North Atlantic. In terms of staff and facilities BUA
Was much the larger of the two because of its wide-spread, labour-
intensive scheduled service network and because of Caledonian's policy
of buying various peripheral services from other companies {(much of
its aireraft maintenance, for example, was carried out by Sabena),
Thus, the task of merging two such divérgent airlines would have
been difficult enough. The attitude of the two ogrerators concerned
hardly helped, |

BUA adopted the more poéitive stance,although overall it probably
6veryreacted. It presented a six-~year plan for rgute expansion,
arguing fhat there was no need to join forces with Caiedcnian as
the cémpany had sufficient capability to become the second force
airline élone. The plan involﬁed the operation of uhlimiféd frequency
London-New York services fréﬁ 1974 and the progressive transfer to SUA,
béfweenki97l-75,kdf BOAC‘S Afriéan trunk services, This woﬁld'giﬁé
thé Indepehdeht ,'1t was aubmltted, a rational route network and by
the end of 1975 the mlnimum outout on lon -haul services of b OOOv
mllllon scheduled seat-mlles per annumn whlch “dwards Had decmded was
essential for the creatlon of a v1able magor 1nternutlonal a:rllﬁc;’
Financial requlrements were. assessed to be ahoht £QO nllllon fcr |

new aircraft and £25 mllllon for ground fac111tlcq aqd wcrklwg eaaltgl;ﬂ_f
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Of the 4,000 million seat-mile target, by 1975 BUA expected that its
current long-haul scheduled.services would be generating some 900
million: ""Britain has no other independent long-haul carrier. To
reach 4,000 million scheduled seat-miles implies the acquisition of
;nother 3,100 million... of which something like 2,300 million...
will have to come from BOAC."A

Caledonian's approach to the recommendations contained in the
Edwards Report was radically different and made the likelihood of an
amalgamation even more remote, It was framed rather more subtly
»‘than that of BUA and fell entirely within the Governument's subsequent
White Paper. "We have never asked," Caledonian maintained, "for the
transfer of a singlé route from a State airline, nor for any prefer-
entiél treatment ~ mer§;y for a reasonable measure of equality of
opportunity in future growth."5 The company's main reaction to the
Report was published in the form of an article in its house magazine
by chairman and managing director, Mr. Adam Thomson. He wrote in
terms of "supplementing"” ~BOAC on the North Atlantic and made only
passing reference to the formation of a secornd force carrier. He
described the Report as "unfortunately too full of emotive words like
'territorial concessions' " and argued that such an attitude leads
to increased‘pressure4from the Corporations and "thé more hysterical
pro-natinnalisation unioﬁs," which in tufn would, if aécompanied by
political timidity, lead to more airlinérfailures.  Céiedéﬁiaﬁ ais§‘
believed that the propésed route awards wouldbﬁét be?s@ffiéiéﬁt;ﬁé*
permit the second force airline'to‘grow to thé~énvisaged mini&um size\

'by 1975. Equally, the benefits of scale were not as great as Edwards

thought and a smaller operator would be an equélly viable prd?bsition.éibj'

L, 'Flight! 25/9/69, p.478 and 480,
5. 1bid.,26/3/70, p.h53.
6. Ibidq’ 23/10/69| p.629"’30.
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Thus, the reaction of both the main private operators was far
from encouraging for the implementation of the Committee's proposals,
although tentative discussions between them continued. What of the
attitude of the Labour Goveranment? Its White Paper, 'Civil Aviation
P;licy', was published in November, 1969. The Covernment accepted
many of the Report's recommendations, but with important reservations,
The White Paper stated that the Government supported the concept of
a second force carrier and that '"there is a continuing and promising
" role for independent airlines having the necessary financial strength
and managerial competence."7 There would not, however, be any
transfer of routes from the Corporations. The second force would
have to exist on the basis of charter work and dual designation, in
particular on the North Atlantic. This was really not much of a
concession, since without the incentive of extensive route transfers
it is very unlikely that sufficient capital could have been attracted
to enable the establishment of a second force airline on anything like
the SCale'envisaged by Edwards; and only a very large carrier would
. have geen able to compete effectively in the North Atlentic market.
The White Paper also acknowledged the need to establish a Civil
Aviatipn Aufhority to |
"regulate‘the wﬁole ec0ﬁomic, operatiénal and téchnical
environment of the industry within the terms of a publisned
statement of objectives and policies. The Authority will
implement the more positive economic policies that are now
to be followed and will be responsible also for all aspects
of air safety...There will be a limited right of appeal
to the Eoard of Trade, on grounds that a decision cannat

reasonably be brought within the terms of the policy then
in force.,” 8 P : '

7. Cmnd. 1"‘213' p037v
8. Ivid. '
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There was to be little change, therefore, in the much critisized

area of the appeals procedure, "The Government has equivocated,'
commented a 'Flight' editorial, "conceiving an authority that will
have all the panoply and ceremonial of power but not much of its
reality., There will continue to be, in effect, two licensing
bodies™, ? |
In fact, the whole approach of the Government to the Edwards
Report might be regarded as equivocal, or schizophrenic as Mr., Leslie

10 \hile realising that a solution had

Huckfield M.P. described it.
- to be found and on the whole accepting the Regort, there was clearly
an unwillingness to carry out some of the more controversial aspects
of the Committee's proposals., Further, as the General Election
approached and pressure from the back behches built up, the‘Government
appeared less and less inclined to make'any concessions to the private
sector., Thus, one is left with the impression that had Labour been
returned to power in 1970 the ‘'status .quo' in the air transport l
industry would not have been radically altered, nor the economic
stability of the Independents markedly improved. (This conclusion is
reinforced by a report a few months later in 'The Sunday Times' of a
statement by an un-named ex~Minist¢r in the Labour G&vernﬁént to thé

effect that "there was never any intention of helping to create a

second force. We only put the idea in to knock it down."11

The Sale of BUA

Before the General Election could take plaée, howaver,
the situation changed'dramatically with a press leak that the~

majority uhare‘older in BUA British and Commonwedlth Snlpnln , was - to-

9. 20/11/L99 Pe 7.‘?6
10, 'Thc;Tlmesz 11/3/70,‘p.29.

11. 9/8/70.
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sell the airline to BOAC for approximately £9 million plus liabilities,
and that the Government had.approved the deal. As we have seen, like
many airlines in the private sector BUA had for some time been
experiencing financial difficulties and at one point appeared to be
ﬁeading in the same direction as British Eagle. 'The Economist' noted
that for many years "the only option for privately-owned airlines
in this country has been whether to go with a bang or a whimper."12
Obviously BUA decided to bow out with just a whimper. British and
Commonwealth had clearly lost confidence in the future of private
enterprise air transport in the UK. After the publication of the
Covernment's White Paper it was evident that the likelihood of BUA
being awarded the necessary territorial concessions to establish
itseif as a viable international carrier was extremely remote. Further,
on the basis of their past rec;rd there was little reason to expect
the Tories to be any more generous towards the Independents than Labour
had been. Thus, British and Cqmmonwealth was unwilling to continue
any 1onger‘tying up}capital in a venture that at bgét would show only
a ve}y modest rate of return in the’foreseeable future. The cémpany
had after all waited a number of years for the promised break-through
that would finally establish‘the private airlines on a viablékbasis;
a break-through that élways appeared to be just around the corner.

A take-over by BOAC, on the other hand, wouldkconveniently’

get the Covernment off the hook with regards to the impiementatiqn of
some of the mopejcontenfious :écomm&ndations byvthe Eﬁwafds Committee;
just as the previous administration had welconed BOAC'& deal with
Cunard in the early 1960s (see Chapter VII), The nafioﬁaiiéed'lif
Corporations would have eliminated a troﬁbléséme’competitdrfCéspécially%‘;

if BEA had absorbed the Iﬁdeyendent's'domestic éﬁd‘European:safvices)‘: i

12. 14/2/70, p.72.
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and extendcd their own route networks. BUA's considerable charter
traffic and large base at CGatwick might have been even more useful;
BEA had recently established its own charter subsidiary, Airtours,

while BOAC would soon have to follow suit in order to meet the greatly

increased competition from non-scheduled operators on the North Atlantic.1

One of the many ironies that were to emerge from this provosed merger,
of course, was the fact that the Government had already rejected
Edwards' suggestion that the Corporations should have a financial stake
’in a second force carrier,

The immediate reaction of the other privately-owned airlines was
draﬁatic and bitter, There was wide-spread condemnation of 'back-
door nationalisation' and various groups were organised to make counter-
bids. "The death knell of British independent aircraft operators,"
said Mr. Freddie Laker, "is now being rung, unless this BOAC/BUA take~
over is stopped in its tracks."14 Caledonian announced that it was
applying immediately for licences to operate BUA's entire scheduled
route network. Criticism from the Conservative Party was Just as

vocal. For the Goverament Mr. Roy Mason, President of the Board of

Trade, firmly rejected such opposition and at the same time indicated why “,

A

the formation of a second force carrier was unlikely under Labour:

‘"How can there.be a take-over bid when BUA has come
to the State-owned airline and asked to be bought out?...
The critics say that the Goversment should have given
more routes to BUA; that '"then' they would raise the
cash and buy the planes. But that could only be done
by cutting into BOAC and ELA, both of which are running
profitably and competing very efficiently against rivals
abroad," 15

‘It may well have been that the force of criticism of the'pro§o$ed‘
merger took the Goverament by‘surprise.v In any~e#ént,‘within;a matter

of days of the initial announcement the Board of Trade péffcfmed‘ah

13, For an expansion of -the argument in favour of a BOAC/EUA‘mérgef"“
see article by L. Huckfield M.P. in 'The Times', op.cit.

4. 'Flight', 12/3/70, p.369.
15' Ibid‘ B o ’




135.
abrupt about-turn. Mr. Mason, despite back-bench opposition,
told the.House of Commons on March 18 that he had been misled by
British and Commonwealth Shipping as to thé prospects of forming a
second force airline. He had not been aware that negotiations between
ﬁhA and Caledonian were still in progress. Consequently, approval
for a BOAC/BUA merger would be withheld until matters had been
clarifiéd.l6 Thus, the 'status quo' was restored and various
interested groups, in particular Caledonian, again given the opportunity

to bid for BUA, although this time in competition with BOAC. Before

anything could be finalised, however, the General Election intervened.

The New Conservative Government and the Formation of BCAL:

It is important to remember that the Conservative Government elected
in June, 1970, was markedly different from any other Tory administration
sincé the war, It was different primarily beéause of the degree of its
cohmi?ment, at least initially, to a competitive, private enterprise
economic systems The stated pollcy of the Government 1ncluded the
hlVlng~0ff of yerlnheral natlonallwed concerns, a limitation of the
tréde‘ﬁnion povers and the revers&lof’many of Labour's social Qolicies.
Suéh a commitment contrasﬁéd significantly with the,so»caiied
'Butskellism' of previous Torr adTlnlstrdtlons. Uﬁdér fhese'Circﬁm;
sténces, therefore, it is not surnrlslnv that the new Governﬁent should
favour a stronu prlvate sector 01v1l air transmort 1ndastry and be : ‘
prewared, unlike 1ts oredecewsoru, to restrLct the growth of the nublid

17

sector in ordcr to achleve th1< alm. The 'rhadow' Hlniqter of

16. Hansard, Iouse of Commons Debates, vol, 798, cols. 439 QO.

17. John Seeking's pamphlet. 'Guidelines for the Alrllne L publlshed
by the Conservative Political Centre in Octobcr, 19/0, pro“osed a
private charcholdlng_, 1n EOAC and BEA,
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Transport, Mr. Enoch Powell, had even gone on record some time earlier
' , . . 1
supporting the complete ccnationalisation of BEA. 8 Thus, the stage

was most definitely set for the implementation of the Edwards Committee's

proposals.
’ This new political environment is reflected in the announcement just
four months after the General Election that from November 30 Caledonian
was to acquire the entire share capital of BUA, so finally establishing
the second force carrier. Caledonian paid £6,900,000 for BUA and its
subsidiaries, with the exception of British Island Airways (BIA), and

also agreed to buy from British and Commonwealth Shipping three BAC 1-11s with
spares, costing over £5 million, which had been obtained in March, 1970,
for use by the scheduled Independent.British and Commonwealth was to
continue various other aircraft loan and leasing arrangements that it had
pré?iousiy arranged with~§UA. Tﬁé new merged carrier had capital and
reserves totalling some £12 million, and with its staff of 4,400 and
fleét of 31 aircraft (seven Boeing 707—32005, four V.C.-10s and twenty
14415) was comparable in size with Sabena, Swiesair or Qantas. Total
output during 1970 amounted té almost 500 million capacity ton-miles

(see Table 6.1). Approximately Lo of total revenue was deriQed from
écheduled passenger‘and freight sérvices. British Caledonian (BCAL), és
the new operator was tobe callcd, also stated that it was planned to 'go
publlc‘ in due course.19 Thus, to say that the s econd forcg airline was
the largest Independent is a considerable underustatément§1‘it ovér« |
whelmed every other UK carrier except the Corporatlons.» .

The take-over was clearly tho result of a volte~face‘ on tbe part of bath

companies. Nelther had 1n1t1a11y been partlcularly 1nterewted in a: merger

18. Hansard, op.cite, 1/3/65, vol.707, cols,1057-8.

19. 'Flight} 29/10/70, p. 660.
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because of the apparently irreconcilable differences between them.
Even with the resumed talks, following the attempted purchase of BUA
by BOAC, there seemed little chance that a second force airline would
}n fact emerge. The crucial factor was the availability of substantial
finaﬁcial backing, which in the event BCAL appeared to have little
difficulty in obtdning. The Independents have hardly been renowned for
excessive profitability since the war. Yet the 18 new investors in the
second force were almost all insurance companies or investment trusts,
~ who must surely have been aware of such a record. The explanation, of
course, lies in the large carrot dangled by the Government, in the form
of ample, and profitable, territorial concessions. Although a detailed
policy had not yet been officially announced, there was little remaining
doubt as to its general content and leanings.

The Conservatives' air transport policy was in fact outlined in a
speech by the Minister for Trade, Mr. Michael Noble, to the House of
Commons in November, 1370, The relatively brief statement included the
acce?tance by the Government of Edwards' proposals fof the establishment
of an Airways Board to control BOAC, BEA and BAS and a Civil Aviation
Authority which "will briﬁg together within a single independent authority,
the responsibility for both the economic and the entire safety régulation
of the,industry.”21 In a more controversial vein the Governmént‘also

announced its intention to transfer routes producing £6 million in annual

revenue from the Corporations to BCAL. It was this proposal that attracted .

most of the criticism from the Oppoéition. Mr. Roy Mason;warned that the

20. ibid.; 1.9% of BCAL's'capitdl wao‘foreign owned, chiefly by ex-patriot
Scotsnmen living in North America. Hansard, op.cit., vol.&05, 27/10/70,
col, 89 (wrltten answers). E L T T e e

21. Hanoard. Vol.807, cols.? 6 7.
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Labour Party "will not be bound by this shameful act and will, on
return to office, return these routes to BOAC and BEA, without
compensation.”22 Mr. Mason denied that Labour had ever had any inten-
tion of launching a second force independent airline "on the basis of
steallng profitable routes from the Corporations." 23 The Bill24 under
debate "is primarily concerned with annunciating Tory philosophy for
the 1970's, hiving off State assets to feed private speculators.”25
British Caledonian's position was further strengthened in December with
the announcement of the ATLB's decision to permit unlimited frequencies

on its UK trunk services, despite the fact that BEA's domestic services

were losing over £2 million per annum.

The New Policy

More details of the Government's policy were given in March, 1971,
with the publication of the Civil Aviation Bill, which provided for the
establishment of the British Airways Board (BAB) and the Civil Aviation
Authority. One of the immediate tasks envisaged for fhe BAB was a review
of the Corporations' affairs and organisation, and the Bill implicitly
admitted the possibility of a BOAC/BEA merger. The CAA was charged with
the task of regulating the air transport industry as a whole. But,
against the advice of the Edwards Committee, Government departments were
to retain responulblllty for all international civil av1atlon relatlons,
the 1nvestlgatmon of accidents and all matters concernlng amrcraft n01se.
The Bill also provided for control to be exercised over the CAA by,the
Secretanyof State for Trade and Industry, who "may from time to time.;.v‘
kglvc guldance to the Authorlty in writing w1th respect to “the performance

of the functions conferrcd on it " (p.3), But a draft of any such written

' CJ?- 1b1do' COlt C.){) RO : ?5- lbldn, Col dl*().

che Civil Aviation (Dcclaratory Provisions) Act 1971; effcctlve]y gavc the
Government rights to transfer routes from one alrllne to another. =

25. Vansard, op+cite, col.: 245, ﬁ6. 'Flight! 17/12/70.p-9)0. ’- i‘"
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guidance had first to be approved by Parliament. Again at variance
with the Edwards' proposals, the right of appeal to the Minister against
a decision by the CAA was retained. The Civil Aviation Act eventually
became law on August Sth, 1971, and the CAA came into existence on April
Ast the following year.27
The broad objéctives of Government policy for the British civil
aviation industry were set out in Section %(1) of the Act. These were:
(i) to secure that British airlines provide air transport services
which satisfy all substantial categories of public demand (so
far as British airlines may reasonably be expected to provide
such services) at the lowest charges consistent with a high
standard of safety in operating the services and an economic
return to efficient operators on the sums invested in providing

‘the services and with securing the sound development of the civil

air transport industry of the United Kingdom;

(ii) to secure that at least one major British airline which is not
controlled by the British Airways Board has opportunities to
participate in providing, on charter or other terms, the air

transport services mentioned in the preceding paragraph;

'(iii) subject to the §re§eding parégraphs, to encoufage fhe civil air
transport 1ndustry of the United Kingdom to 1ncrease the contr:bu-
tlon Whlch it makes toward% a favourable balance of payments fox the  :
(UK) and towards the pros pprlty of the economy of the (UK) and

(iv) subJect to the precedlng paragraphs, to further the reasonable :

28

interests of users of air tranSport services,

27. The Civil Aviation Act 1971, c.75; 'Flight! 23/3/71, p. 407-9.

28. The Civil Aviation Act 1971, p.2-3.
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The more detailed instructions to the Civil Aviation Authority
concernipg its role and duties were contained in the Civil Aviation
Policy Guidance,29 published in February, 1972. 1In the area of licensing,
the CAA was charged with maximising "the opportunities for the industry
ﬁrofitably to increase its share of the world civil air transport market
(para.10)... The Authority should not reserve any particular type of
operation exclusively to public or private enterprises by reason of their
being publicly or privately owned or impose any particular balance as
between public or ﬁrivate enterprises (para.12)...The British Airways
’ Board Airlines should remain the principal providers of scheduled services.
British Caledonian Airways...should continue to be the principal independent
airline. The Authority should seek to ensure that these airlines have
adequate opportunities to compete effectively in the world civil air
transport market. For tgis reaéoﬁ it will need in general to limit, at
least for some years to come, the grant to other British independent air-
lines of licences to serve additional international scheduled routes
(para.15)...The Authority should encourage mergers that will, in its

judgment, strenghen the industry in pursuit of the objectives without

- unduly impairing competition (para.18)"

On the thorny problem of licensing more than one British airline on
a particular roﬁte, the ?oiicy Guidance laid down four critéfia t§ be
satisfied:
‘(i) the traffic is likély to be sufficient to sﬁpport éompeﬁing services
profitably within a reasounable time; | r
(ii) the choice and standard of services available to the pub1i§ are
likely to be improved and, in the CaSe‘of*an‘ihternaﬁibnél roﬁté,

either

29. Cmnd. 4899,
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(iii) the apgregate share of total traffic that is secured by the
British airlines is likely to be increased to an extent
that will more than offset any lasting diseconomies, or
(iv) where the British share of capacity is pre-determined, the
| licensing of a second airline within that share is likely to
increase the total traffic secured by British airlines more
rapidly than would otherwise be likely (para. 16)
In addition, shortly afterwards the Government had a change of mind and
handed over to the CAA, rather than the Department of Trade and Indu;try,

20

responsibility for the approval of IATA fare resolutions.

Route Transfers

While the new 1egiélation Qas being drawn up and introduced British
Caledonian had rapidly established itself as the second force airline,
With the support of the Covernment it had greaély expanded its scheduled
service network by means of dual designation on the Nortb Atlantic and
the transfer of certain routes from the Corporations. DBOAC was forced
to hand-over its gervices from London to Lagos, Kano and Accra in West
Africa, valued in terms of revenue at approximately £& million per
annum. BCAL began operating these routes from April 1, 1971, The
following June BOAC's service to Tripoli was added to the list. Fronm
BFEA the Indcpendént obtained a portion of the considerable London-Paris
traffic. British United had held a licence for a scheduled service
between Gatwick and Le Bourget ( Paris ) for some yesrs, but had been
unable to implement its plans because of the unwillingress of the French
suthoritics to allow an cxpansion of the British share of the total
market. This problem was overcome by giving ECAL a proportion of BEA's
permitied capacity, leavirg Air France's Y04 share untouched. Thus, the

second force was granted up to 28 flights per week from November 1, 1971,

ﬁoaz'Flighti C/hf72, n. LOL

VR ) s e e ot ot = ALt St .
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giving it some 12713% of total traffic on the route. It stated that
it did not want to join the BEA/Air France pool. Total revenue from the
second force's new services, it was stated, amounted to some £6 million
per annum.31
Caledonlan, along with British Eagle, had applied unsuccessfully to
the ATLB early in 1968 for licences to operate scheduled services to
North America. However, on the basis of its merger with BUA, the
recommendations of the Edwards Committee and the fact that BOAC's
share of UK-USA air transport market had continued to fall from 34,1% to 2L.L%s
between 1966 and 1970, the Independent re-applied in October, 1971. It
asked for services with unlimited frequency from London to New York and
Los Angeles, with Birmingham, Manchester, Prestwick and Chicago named
as additional optional points. The ATLB granted BCAL's applications in
full, awarding a 15-year licence from April 1lst, 1973, considerably longer
than the norm. In its decision the Board reported:
"Financial information...from shareholders convinced
us that British Caledonian would have little difficulty in
raising the money needed to cover any shortfall on these
operations... Taking this vital factor into account, along
with the drive and skill of British Caledonian's management
which has impressed us most favourably, we are in no doubt
that our proper course is to grant the applications now before
us," 22
The award of the routes to‘North America was probably the most
1mportant slngle econom1c factor in the es tablishment of a viable'
socond force carrier. and it was certalnly somethlng that Caledonlan,

rnd before it British agle, had been seeklng for a number of years.

But while the potential was considerable, so were the p0351ble dangeru.

31. ibid. 21/1/71, p. 82, and 11/11/71, p. 753. Nb. approximately &%
of London-Paris traffic is carried by 12 'fifth freedom' carriers.
BUA had operated the London-Amsterdam route for some years in
competition with BZA and KIM (see Chapter V). Edwards Report, p.
322-3%, In August, 1973, BCAL also received licences to operate ,
scheduled services from London to: Singapore via Bahrainy Boston,:
Atlanta and Houston‘ nnd Tornnto v1a Pre tw1ck.,

3P ATLB Annudl hcport 1971/7&. P 10 11',
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BCAL estimated that it would lose money for the first three years on
the roﬁtes and that profits (with fﬁll allocation of overheads) would
be achieved after five years. Only a large airline with extensive
financial support could afford to take on such a challenge. Initial
development costs (excluding the purchase of aircraft) were expected
to amount to £3.1 million, including £700,000 for promotion and

advertising and £800,000 for new equipment.33

A Critique

We have refrained from offering any opinions on the recommendations
of the Edwards Report until this pbint s0 that an overall view of both
the Report and subsequent Government .action could be attained. The
Conservatives implemented most of the Edwards' proposals, althoﬁgh with
some reservations. The most important reéults, as far as this study is
concerned, were the establishment of both the second force airline and
the Civil Aviation Authority. There is no doubt that the Eanrds Report
haé proved to be a major contribution to our knowlédge'énd understanding
of ﬁhe air transporfyindustry and the Committee deéerves a vote of
‘thanks from anyone concerned with research into Bfitiéh civil aviation.
Ne?erthéless,'Since its pubiiéatidn"British Air Tréﬁsﬁort in th; |
Seventies' has been subject to extensive criticism frém a>hﬁmbéf>§f
quarters, sﬁme at least of which Qouid seem to be juétifiea. |

A great deal of criticism obviously came from thosé‘who’WQfe:""“"‘

‘adversely affected by the iﬁplémentation of the Committee's proposals.

33. 'Flight} 2/3/72, p. '311._'
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BEA, for eiample, concluded "from a practical point of view, and

having regard to the realities of&qgternational regulétion of air
transport, we doubt whether Britain would benefit (from the suggestions
of the Edwardé Report); on the contrary we believe serious harm would
be likely to result,."zl+ The Trades Union Congress complained that in
terms of revenue the Government had given more routes to the second
force carrier than had initially been ﬁromised. It calculated that the
gross revenue from the routes transferred from BOAC amounted to £7.h
million a year, plus a further £2 million from BEA. In addition, BCAL's
" new North Atlantic services will cost BOAC £11 million over the first
fivé years. Thus, already, said the TUC, BOAC routes worth a total of
£9-10 million gross revenue per annum and BEA routes worth £2 million

35 BOAC agreed with some

had been given to the second force carrier.
of these calculations, éﬁa also péinted out that it would have achieved
a sméll profit in 1971/72 had it not been deprived of its lucrative West
African and Libyan sefQices.36 On'the other ha%d, 'The Economist'
déscribed the routes transferred to BCAL as "only a guarter of a loaf...
the bameminimhm to keep them alive, not enough to guaéantee them a
c&mmeréial‘future". 37

The establishmentrof’a strong, privately?owﬁéd carrier waé intended
to introduce a largerelement of competition among British airlines,

especially of course 'vis-i-vis' the Corporations, and to increase Britain's

share of particular air markets. In fact, neither of these objectives were

34, BEA Annual Report, 1968/69',110.'36.

35. 'Flight] 1/6/'72, o 709.

36. BOAC Annual Report, 1971/72. p. 3 and 17. ‘
37. ‘The hconomlut' 8/8/70, p. 57. ‘
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achieved in any meaningful sense. 1In the case of the West African routes
BCAL merely replaced BOAC, with the result that there was no alteration
in Britain's share nor the competitiveness of the market: indeed,
competition decreased on the service to Lagos since previously both BOAC
and BCAL had operated the route.38 BCAL's share of the total capacity of
fhe Paris route reéulted in a proportionate reduction in BEA flights, so
again there was no overall gain for the UK.Competition was increased,
however, on both the Paris and North Atlantic routes. In the latter case,
because of the large number of carriers already in the market the addition
~of BCAL cannot be expected © have any major effect, although Britain's share
of the total traffic available will probably rise somewhat. Further, in
recommending dual UK designation on these mutes the Edwards Committee almost
total}y disregarded the considerable body of opinion to the effect that
licensing -more than two airlines on a single route is a 'double-edged
sword', with the resultant costs outweighing the benefits.39 The
Committee did note, however, that the introduction of competition on
domestic trunk routes during the 1960s led to higher costs and fares, as well

*9a

as improved service. Thus, overall the formation of a second force
operator has so far only marginally changed the degree of competition anmong

British airlines and the UK's share of total air traffic.

38. 'The Economist,' 9/1/71, p.6; ironically , the CAA has since again
licensed BOAC to operate to West Africa, but only with Concordes on the
way to South Africa. 'The Financial Times', 10/5/73, p.33.

39. The most famous proponents of this thesis are probably Gill and Bates
(Airline Competition' 1949) who wrote: "The type of competition whieh
this study has found to be most consistently ineffective or adverse as
regards all the aspects of public interest considered has been that

~where more than two carriers have teen authorized to serve major markets "
(p.6%0). Similarly, Wheatcroft concludes: "There is a good deal of
evidence to demonstrate that all the claimed advantages of airline compet-
ition are achieved where there are two operators, and that advantages tend
to be offset by cost penalties when more than two airlines provide paralisl
services. There is no evidence that parallel licensing of British airlines
will lead to a larger share of the total traffiec for this country" ('Air ,
‘Transport Policy', 1964, p.171; see also same author's: 'The Econcmice of

European Air Transport', 1996, p.286). Caves ('Air Transport and its Regulato:
1962) and Jordan ('Airline Repgulation in America', 1970) disagrec with this

view and propose a more competitive environment, while Thayer ('Air . =
50 Tranngft Policy and Kational Security', 1965) favours repulatcd monopoly.
S9a. p.o2-h. ; : R A : e e
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As yet the Civil Aviation Authority has hardly had sufficient time
to establish itself and make its presence felt, although it has already
adopted.a more positive regulatory role than the passive, quasi-judicial
one preferred by the ATLB, especially in the new field of Advanced
Booking Charters (see Chapter X). The CAA is undoubtedly a major
improvement on pfevious licensing bodies. Nevertheless, there are
weaknesses in its make-up that may eventually create problems. Probably
the most important of these is the possibility of Ministerial intervention,
particulérly via the appeals mechanism. The ATLB noted that "it is
generally agreed that the machinery and history of appeals against the
Board's decisions have been unfortunate, and have gone far to undermine
the Board's authority."ho The Government has stated that this danger
is recognised and the intention is to make the CAA as independent as
possible.u1 We have already discussed why an appeals procedure is
necessary (Chapter IV), and the periodic publication of the Government's
civil aviation policy in the form of White Papers is clearly an advance on
the earlier situation. A great deal still depends, however, on the
interpretation rather than the letter of the law. The possibility of
regﬁlar Ministerial intervention for short-term political reasons, so
common in the post-war history of British air transportklicensing, is still ve:
much present. The fact’that vhen introducing the 1960 Civil Aviation
(Licensing) Act Mr. Duncan Sandys gave sinilar assurances,about the
independenqe of the ATLE does not give one any more confidence in the
likely success of the CAA.hqa

Our main criticiem of the Bdwards Report, however, concerns the

general approach of the Committee to the difficulties facing the air

40, ATLB Annual Report, 1970/71, p.4
L1, Hansard, op.cit., cols.2%6-4h, =

41a. "It is my intention that the Board shall be as 1ndependent as 1t i
possible to make it, for that is one of the primary purposes of =
the Bill. I have therefore kept down the Minister's powers Lo the
minimum, " Haruard op.cit., 2/}/60, vol, 618 col, 1:@8
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transport industry. It is one of the main themes of this study that
since the Second World VWar there has been a failure oﬁ the part of those
in autho£ity to recognise the problems inherent in a highly regulated
industry made up of both public and private sectors. The Edwards
QOmmittee was no exception, and from this resulted several major defects.
There was a tacit acceptance of a mixed-sector industry with very little
adequate consideration of the problems‘involved or the alternatives. From
the point of view of the independent airlines, one of the major problems
has been the ease with which the small, marginal operator can be established
“ and the disruption that often results.(This point is discussed further
in Chapter XII). The Edwards Committee appeared to accept this and suggested
that there should be "fewer private airlines than the present number.'" But
it went on to say that "civil air transporf should be organised so far as is
practicable and economicﬂfo give.épportunity for new entrants to the industry.”h'
Clearly, these two proposals appear to be largely mutually exclusive. Vaguely
talking in terms of scrutinising a company's financial position and encouraging
mergers is of little use, and has been shown not to work. The very real
problem of the marginal operator will still remain ané until this is solved
there is little chance of the creation of an economically stable situation
among the privately-owned airlines.

Q The whole ap?roach of the Committee appeafs to ha§e béen coloured Ey
its attitude to competition. Certainly Professor Fdwards himself was a
very firm believer in the mérits of é ccmnetitive environment. b Tﬁe
result is that having read the Report one is left with the feellng that vorv'
different conclusions could have been drawn with equal valldlty from thnv"Ax'\
same evidence. Thq Justlflcatlon for the establishment of a second force
airline, for example, secms to be‘reduced'to "a éehse‘bfzhif play': “Qe,

are most anxious, if it can be done without damage to the total British =~

42, p. xiii and 11,
L%, See, for example, the report of hlo lecture,,‘The Caae for Cemnetltlcn'
in The Times, 3/11/70. ' ”
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aviation effort, to give those who have ventured their resources in the
building up of air services a fair chance to go on doing so."bu Clearly
the Government d;d not share the same 'sense of fair play' towards
the public sector when it refused to compensate the Corporations for the

.loss of routes ana traffic to the second force. Pryke has compared the
attitude of the Edwards Committee on the advantages of competition and
private ownership to that of economistsassociated with the Institute of
Economic Affairs: '"... such decisions and declarations derive almost
entirely from an ideological commitment to private ownership and from its
equation with compeﬁ:ition."l‘5
It is not surprising, therefore, that the more coﬁtroversial
recommendafions contained in the Edwards Report failed to find mamy
supporters in the Labour Government (and even the initial White Paper
probably wentbeyond what the majority of Parliamentary Party members would
have wished.) It was fortunate for the supporters of such proposals that
a more cohservative Government was returned to bower in 1970, a Government
firmly committed to a policy of restricting the expansion of the national-
isea scctor - fortunate also that civil aviation reform was sufficiently
high on the Tories' list of priorities to bevimplemented before the
Government itself was forced to tone down a number of its policies. In
other words, the major justification for the establishment of Bfitish
Caledonian was political rather than economic. T.D. Keegan, Managing
Director of Transmeridian Air Cargo, aptly summed‘up the'situafiéﬁ: |
nour‘segond force will be an 0dd baby born out of fofcéd,wediock‘by a shotgun-
wielding father who Toreclosed on the mortgages of thé,taxpaje}slwﬁo_v'
paid to develop the routes,’énd wﬁcypresents these as a_dbwry to the,

g

bride of this rather uninspired wedding.'

hS.;'Public Enterprise in'?ractice', 1971, p.hL67-8.

L6, 'Flight! 5/11/70, p. 706. ¢
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TABLE 6.1 British Caledonian (and intecedents') Traffic,1967-72

Scheduled Services* Charter Services
i:ﬁi?ggers iliif2§i§s ﬁ:;iiizie ysig?t Capacity ton-miles (000's)
| (000's)  ton-miles factor oorer BUA Total
(000's)

l9§7 320,393 575,553 89,605 53.0 50,435 91,161 141,596
1968 245,076 627,815 93,721 522 9%,918 72,827 166,745
1969 502,233 695,951 100,920 53.6 " 180,336 112,878 293,214
1970 620,256 818,161 117,123 50.5 274,967 107,791 382,758
1971 783,632 1,134,642 143,295 . - 43.1 - - 516,269
1972 1,017,212 194,458 45.2 - - 513,783

1,461,724

= before merger scheduled services were operated by BUA alone.

Sourcest DBoard of Trade and Department of Trade and Industry

:Given its importance in the private sector, therefore, what of the
future development of this 'political animal'? At first sight its
prospects appear to be fairly good. By 1971, with a fleet of 33 jet
aircraft, BCAL was carrying more passengers than BOAC and flying more
passenger-miles than BEA. In 1970/?1 a profit of £1.7 million was
k7

recorded, achieved durlng a perlod of reorganisation , when mOat other
1nternatlonal alrllnes were returnlnv poor financial reuults and following
a loss the previous year by BUA. BCAL claims to be making prqflts on its
UK domestic trunk and South American routes and the new West African
sérvices. ‘The improving buoyancy of the Horth Atlantic market has meant
that the second forcé has‘been able to oﬁerate 19 flights per week to thé

: ‘14'8
United States from the summer of 1973, compared with the initial 12. J

7. Although additional losses of £1.1 million vere réportéd from the Blue
Car tour subsidiary and hotel operatlons and as a 'result of the . B
devaluation of the Argentlne Peso.

48, 'Flight' 3/8/72, p.156-160, 4/1/73, pe 10 12 and 1a/%/73, De 568
Financial Times, 2/4/73, p.k. Iib domestic services are not now (19?3)
profitable. During 1971/72 BCAL lost £190,000 on a turnover of 353
nillicn. ! Fllg;ht 'y 20/9/73, p.lbb. :
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But against this trend neither the Tripoli nor the Paris routes
are yet profitable; the latter in particular has not come up to
expectations. In addition, to start operations on the North Atlantic is
a very expensive business and at least initially BCAL will be competing with
. inferior equipment and frequencies against firmly entrenched opposition.
The routes between Europe and North America are no longer the gold mine
that they used to be and most airlines appear to be losing money on them
(see Table 6.2). IATA summed up the current situation thus:
"The North Atlantic is a route on which a relatively
elaborate fare structure has enabled the volume of traffic
to be devloped very considerably, but on which the
extended use of special fares has reduced the average yield
to a point where it is already below costs. It is an instance
where the carriers may have been over generous to the public
and have gone beyond the economic constralnts which must
apply to scheduled services." L9,

British Caledonian, therefore, may well find it extremely difficult to

make profits on the North Atlantic in the foreseeable future.

Table 6.2 North Atlantic Air Passenger Load-Factors (%)

1965/66 * 1972/73
First Class 26 30
Required ** First Class 61 59
Low Class 57 ' 5h
Required ** Low Class | 52 | 70
* o= 1nc1udns Mid-~ Atlantlc trafflc.

o requlred passenger 1oad factor for economlcally viable results,
including reasonable return on investment.

Source . IATA. 

49.IATA 'Agreeing Fa;gs/and Rates‘,‘l973’,p}1l§; o
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Perhaps even more important, however, is the suggestion that the
second force is under-capitalised. 'Flight' analysed detailed financial
information.for 1971 which the airline had been forced to file with the
CAB in Washington in order to obtain a US Foreign Air Carrier permit
(the samevinformation is not publicly available in the UK), and
concluded that BCAL 'has to make more profits to attract private money
for expansion and re-equipment." The Independent itself, on the other
hand, has strongly dénied that this is the case. There are ample funds
available, it claims, to satisfy future plans for growth, and in
awarding the North Atlantic scheduled service licences the ATLB appeared
to agree (as indeed more recently did the car).® But the main p roblem
that British Caledonian is likely to face in the foreseeablerfuture stéms
from the fact that politics will remain more important than economics in
the continued viability of the airline . The Labour Party has said that
it will re—nationalise4the transferred routes without compensation when
it returns to power, which effectively ;ight well bring into doubdt the
‘survival bf BCAL in its present form. Although too;early to say for sure,
Labour does appear to be moving to the left of the polxtlcal spectrum end
to be taklng a more aggre551ve stand in favour of the public. sector. By
the tlme of the next General Electlon, however, the second force w111 be
flrmly established. Given its relatlve importance in Br tish civil
aviation, the size of its work-force and the past ;ecord of political
parties in fulfilling their pre-élection pledges-in the field of air
transport, Brltnsh Caledonlan'* future, while not completely aosured,

51

does not appear qulte 50 bleak.

0. 'Flight', 4/1/73, p.10-12; ATLB Annual Report, 1971/72, v.11;
'"Financial Times', 21/8/73, p.9. BCAL might also care to note that
kindness can hurt, as US experience has shown., The American CAB's’
generosity to the smaller trunkline carriers in the 1950 s, for

"~ example, resulted in Capital Airlines being over-extended in terms’™
~of managerial ability and financial resources and forced to seek a S
merger with United in 1961, Sce Corbetts 'Politics and the Airlines'y
1965, p.291. ' S T e

)1. Other recent developments in the areas of scheduled services and the

o air holndﬂy mark@t are dl”?uﬁ&“d in Chanfor“ XTI and X re*pecizvely...

o o P i o SRR L W RN 7. e S Ryt
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Chapter VIT

SHIPPING INVESTMENT

The first half of the thesis has examined fhe general development
of the private sector of the UK air transport industry since 1945, paying
particular attenfion to scheduled services and government policy. It now remaig
to look at certain other aspects of that development in detail. This
_ chapter considers the problem of investment in air transport companies
and especially the role played by the shipping industry.

Since the war Britain's privately-owned airlines have been notorbusly
under-capitalised. The Edwards Committeé!pointed out that the Independents
have relied heavily on loans and credit for additional capital and that
 this has been one of the reasons for the sector's problems. The proportion
of shareholders' funds to net assets employed declined progressively from
L&% in 1963 to 37 in 1967; Over the same five-year period only some %0
of the additionél finance required was provided in thé form of permanent
cepital, while approximately LO% came from borrowing. Current assets
increased by £5 million, but ligbilities by £14% million, thus involving
a net contraction in working capital of £9 million. "This suggests that
the independent airlines have, in effect, relied to a large extent on
extending credits from suppliers and others as a source of workingrcapital."1

There are obvious déngers inherent in this type of situation. Airlines -
can probably survive longér than most companies on credit)and by hifiﬁg‘
services and equipment, but certainly not for ever. Relatively largef“
scale financial backing is'reqﬁired for two main reasons;‘afirstiy,.mosfsv~

airlines find it necessary to périodically re-equip their fleets with more f

‘1. The Edwards Repoft; pe3h,
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modern aircraft; this problem was exacerbated during the 19668 as

many Independents adopted the policy of buying the very latest
.equipment rather thén employing the cast-offs of the larger national
flag-carriers. Secondly, and perhaps a more important factor, air
transport is a highly cyclical industry, so that finance is needed

to support operators during the inevitable 'trough' periods. A recent
American study of 23 categories of consumption expenditure found that
income elasticity was greatest for air transport. In other words, as
incomes rise, spending on air transport increases proportionately more
fhan mést other forms of spending; when spending falls, therefore,

any recession will be very sharp.2 Unlike the larger airlines, very

few private carriers are able to'build ub sufficient reserves during the
relatively prosperbus periods to carry them through the depressions.

To quote Edwards again: '"No airline without adequate financial resources
can expeét to ride out the periods of temporary difficulties which are

w3 Signif-

certain to afflict businesses of this kind from time to time.
icanfly, no British airliﬁe since the war has obtaiﬁ;d further>¢apita1
by Stock Exchange flotation in its own right. Finance has;'howe§er,
b;en forthcomingrfrom a number‘of sources, by far’the twé most impoftant
of which have been tourist 1nterests (see Chapter X) and shlpplng
companles.

'Méritime céncérns had fakénbén interest in‘aviation évéﬁ géféfe‘
the Second World War and under the Conservative Party s plans for the“
post-war reorganlcatlon of air transport they were destlned to play
a magor role. W1th the conplete natlonallsatlon of Brltlsh scheduled

air services, of course, the Labour chernment effectively excluded

private companies from participaticn invthe main stream bffaviatian,

2. Heien: 'Income and Price Lags in Consumer—Demand Analysis’'.

~Journal of the Royal Statistical oclptj, 1969, p, 268-9. Short an&  'k7"

long~te1m income elasticities for air transport were both fcund
to be 2.910 (prlce elast1c1t1e w"O.,OE). :
3. Op.cit. Gt ; s
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development. During the second reading of the Civil Aviation
Bill, Herbert Morrison explained Labour's objections to the participation
of other modes of transport:

"It is not desirable in our judgement that there should
be an interlocking of managements between private railways
and private shipping and publicly-owned air transportation.
We are utilising the services of a certain number who are
experienced in railway and shipping transportation, but we do
not wish to be suspected of putting air transportation under
the thumb of the surface mcans of communication." L

Nevertheless, shipping interests maintained a foothold in the industry,
albeit on a relatively modest scale. Several of the numerous charter
airlines that were rapidly estaglished, aﬁé almost as reapidly wound up,
in the second half of the 1940s had close connections with the shipping
industry, such companies as Chartair, Kearsley Airways and Culliford
Airlines.5 But it was not until~the early 1950z, with the return to
power of a Conservative Government, thgf maritime interésts vere to play
a major part in the development and financing of the Independents.

The British Labour Party was not al;ne in objecting to the participation
of other modes of transpori in civil aviation. In the United States it has
loné been held that there is a 'prima facie' case against the control of an
air carrier by a surface carrier, although the Federal Aviation Act does
nét specifically prohibit such an arrangerﬁent.6 The President's Air
Policy Commission in its famous 1948 report, 'Survival in the Air Age!',
recommended that:"the Civil Aeronautics Board prevent the control by
surface carriers of the‘United'States air trancpart system or any imwdrtant

7

segmént thereof" Slmllarly. a fear that uhlpplﬂg 1nterests, especially

. Hansard, House of Cormons Debates, 6/5/L6, vol. Qaa, col i —~—
5. 'Aeroplane', 13/6/L7, p. 631-2 and 12/9/47, p.376; 'Flight', 23/10/47, p.480,
6. Wheatcroft: 'Air Trans port Pollcy R 196& P 36,7 e SR TRER I

7. Quoted by Schnorr: 'Pa srticipation of Steamsh:p Comnanle% in Alr
Transportation', Correll Law OQunrterly, 10L9, U.JQ;.
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British, would achieve a dominant position in civil aviation
was one of the major factors leading to the Labor Party's attennts
to nationalise Au;tralian air transyport after the war.8 But on
the whole, with the noteable exception of the United States, most
countries later relented and today shipping interests have large
vinvestments in aviation in sucl countries as Canada, ¥France, Holland,
Germany, Norway, Greece and Portugal, very often providing the main
competition for a naticnalised airline. In Canada, for example,
Canadian Pacific Airlines, owned by the famous railway and ship—
ping company, 'competes' with A;r Céﬁada, itself for most of the
post-war period controlled by the nationalised Canadian National
Railway. In France, the second largest airline, UTA, is controlled
by the shipping Cqmpapy, Chargeurs Réunis. There is an obvious
potential danger in such a situation, which explaiﬁs American and
early left-wing opposition, that unless ef{ectively regulated a
surface carrier will restrict to ité own advantage the development
of an airline over which it has gained control. It has been suggested
that this is exactly what happened in the UK béfore the war, wvhen
the railway companies acqﬁired a number of domestic air operators.
It is worth examiniﬁg this episode in rather more detail in order to

see the dangers that do in fact exist,.

The Railways and the Pre~War Airlines

'During;the decade following the end qftthe First Wofld war'
the railway companies ihcreasinzly had to face competition frcﬁ a
new and rapldly developlnw wode of trans;ort. the 1nternal ccmbuutlon

engine. Eventually the dewree of competltlon began to hurt and,

‘8. Brogden: 'Australia's Two-Airline Policy', 1968, p. 48-9.
This antagonism between the Labor Party and forel"n ahlpp ng
companies dated back to pre-war days.‘ : , S
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from about 1928, the railways began to move into the road transport
industry. By the end of 1931 they were associated in one way or
another with some 47% of the total of 41,500 buses in the country,
although they weré not so successful in the field of road haulage,
primarily because of the more atomistic structure of the industry.9
Similarly, in the area of air transport, the railways had received
powers from Parliament to operate services as early as 1929, but it
was nof until April, 1933, that the Great Western Company inaugurated
the first experimental service, The following March saw the estab-
lishment of Railway Air Services (RAS), owned equally by the four
railway companies and Imperial Airways, to undertake air transport
operations. The new company agreed to confine its activities to
Great Britain, and for its part Impefial Airways undertook not to
operaté domestic ser;ices. vfinancially, the venture proved to be
far from a success., Losses were incurred every year and between
1934 and 1938 the total deficit amounted to almost £200,000., The
railways' aviation activities, however, were not confined to RAS.
They invested widely in several other small airlines, so that by
1938 they had secured a financial, though not necessarily a control=
ling, interest in all but five of the 16 comranies operating air

services within the UK. O

9. Aldcroft : ‘'Innovation on the Railways', Journal of Transvort
Economics and Policy, 1969, p. 104, Many of the early road
transyort companies at-this time also established pioneer air-
lines, the so-called 'busmen's airlines', See, for example,
Parke: ‘'Britain's Internal Air Services', 1952, p. 2-3 (un=-
published paper in Chartered Institute of Transport Litrary);
Swann: '40 years of Air Transport in Northern Ireland!, 1972,

Pe 1%-15; and Whitworth*® 'Some Impacts of Air and Road Transport

- on Railway Economics and Practices', Journal@of the Institute of
Transport, 1959, p. 163-5. o

10.Aldcrofts 'The Railways and Air Transport in Great Britaints
Scottish Journal of Political FEconony, 1965 ., p.51-63 Parke: ~
'"The Relationship of Rail and Air Transrort 1n Brlta1n’. Br1t1 hv“
Transrort Qevzew, 19,3, Pe 459~60 Y i - L

o
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The reason for the railway companies active participation in
domestic air transport was certainly not, therefore, simply & desire
to make money. It was much more a matter of insurance, Having made
the mistake of.allbwing road transport to firmly establish itseclf
as a competitor, they were determined to gain a strong foothold in
aviation at an early and relatively cheap stage. But by doing so they
laid themselves open to the charge of restricting competition in their
own interests. For example, to ensure that they controlled a iarge
proportion of domestic air traffic the railways adopted highly
competitive tactics, not always totally laudable. Their extensive
financial resources enabled them to undercut their competitors for
the Post Office airmail contracts, which were subsequently operated
at a 1055.11 Similarly, from‘1933 a gooking ban was operatcd against
the so-called lbusﬁgn's airlines' then being established. Since
most of the travel agents' business was accounted for by the sale of
railwvay tlckets, they were forced, on pain of belng denled the right
to sell such tickets, to deal only with certain alrllnes, namely
RAS, Imperial Airways and foreign operators, This practice was
finally abolished in 1938kafter Government pressure had been bLrought
to bear oa those concerned.12

The main cfiticism of the railways‘ activities, howevef, was
that bhaving obtéined a major say in the development of domestic
air transport tney chose to manlpulate that development in such a
vay as to mlnimlse the potentlal competltlon for thelr own serv1ces."
It is true that the rallway companles were succeusful 1n 1ntrodu01n»

a measure of rationalisation 1nto an 1ndustry that sorely nueded it.
Further, tnere is no ev1dence to sug est that services deterlowied'

on the contrary, facilities probably improved in’theAlatep_19§Os

e

11¢ Aldcroft, ODe Clt-gp-;}r

12, Higham: 'Britain's Impermal Air Routes, 1@18-*9'5 1050, p.220~1. j% fé
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partly as a result of fhe ;ailwaysf influence. The Maybury
Committee (1937) on internal aviation found no reason to indict
RAS and the Cadman .Committee (1938) felt that the railways were
making a usefui contribution to domestic air transport and that they
had "provided capital and experience in a proper and constructive
manner."13

But at the same time there was a great deal of contemrorary
criticism of the role of the railway companies, and much of it seeus
justified. For example, although sone attempt was made at ration-
alisation, it did not go nearly far enough, and by 1937/38 the
railways were proemoting new companieé. Similarly, it is noticeable
that most of RAS' operations were concentrated in the western half
of %he_country in a line running from London to Glasgow, while the
eastern side was almost‘totally neglected. It was in the west and
north-west that the railways faced most of the compétition from
private airlines and whére the advantazes of air over surface trans-
port were greatestbecause of the high proportion of over-water routes.
The five domestic airlines in which the railways did not have é
financial interest by 1938 were the ones that offered tﬁe least
potential threat. Further, the railway companies avoided-wherevér~
'fossible establishins air services on mainlinerail routes. Until
1938, for instance, RAS refused to‘introduce‘é'service befween,m
London and Glasgow via Manchéstef,,dperatihg‘iﬁste#&VVia'Beifaaf. 
"The only conclusion we can draw... is that the rallways delayed
1ntroduc1ng a direct serv1ce until private operators~entered the
field. Had tney done so alone lt would merely have creamed S

traffic from their own ground fagllltles." (ht

13. Aldcroft, op.cit., p. 60 and 57.,
1k, Ibid., p.59-61. '
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Thus, although the railway companies undoubtedly made a
significant contribution to the development of domestic air transrort
in the UK, their efforts were, in Mr. Peter Masefield's words,

“on the whole half—hearted."15 As Dyos and Aldcroft conclude:
"It might be argued that up to 1939 the railways

had little time to reorganise their new interests
efficiently. Far nearer the truth might be the
suggestion that the railways had little intention of
doing so. The railways were far more interested in
acquiring a controlling interest in the airline
companies to limit the competition than they were in
promoting orderly expansion." 16

Association with the Shipping Companies

The Conservative Party retained the view that other forms of
transport, and in partiqular maritime interests; should partake in
the post-war development of Rritish civil aviation. "Experiernce has
shown', argued John Profumo, a Tory spokesman 5n aviation,
"fhat a blend of publicAand private enterprise is best for this

service. Cloéé co-operation with shipping can often Ye of great

17

value', " On returning to power, therefore, the Conservatives

opénly‘encouragéd shipping companies to invest in air transport,
‘although not on the scale once envisaged. The annual repbtt‘of the
UK Chamber of Shipping for 1953 noted:

"In recent months there have been indications
that the Government is prepared to enccurage inde-.
pendent operators to participate in the development of
air transport on routes not covered by or in activities
supplementary to those of the Cor;oratzons... R
Shipowners must now consider whether there is open to
them a sufficiently wide field not covered or likely
to be covered by the Coryorations and capable of .
expansion in which they would further the develorment .
~of British air tran5port."; 18 ~

16, 'British Transport" 1959, Pe 39“
17, 'zlxghtv,'go/5/55. 2 6z7.,'
‘18¢ Ibldo’ 5/5/5#, p' 270.
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Clearly the shipowners decided that such a field did indeed
exist, for between 1953 and 1955 most of the major independent
airlines became associated with shipping companies:
October, 1953, =  the Hunting Group (itself a major shipowner)
and Clan Line Steamers formed a joint company,

Hunting-Clan Air Transport, to take over Hunting
Air Transyport and Field Aircraft Services.

February, 1954 Furness Withy acquired a 'substantial interest!

in Airwork.

February, 1954 P and 0, through its subsidiary General Steam
Navigation Company, acquired a controlling interest

in Britavia.

June, 1954 Blue Star Line acquired a 'substantial interest!

in Airwork.

March, 1955 Bibby Line acquired a 'minority interest' in

Skyways. 19

Thus, with the ?§ception of Cunard's purchase of Eagle in 1960,
the major influx of shipping capital tcok‘place within a period of
just 18 months. As the Independents gradually rationalised their
operations during the 1950s, maritime investment became concentrated
in fewer airlines, so that by the early 19605,‘it was primarily
centred on thé Eagle and BUA groups. The iattef company for
example, was owned by, among others, the Blue Star Line (20%)
Furness Withy (20%), British and Commonwealth Shippinz (16%), Clan
Line Steamers (16%) and the Hunting Group (8%). With*the acquisition
‘of Britavia in 1962 P and O vas added to the list. This group of
investors, together with Cunérdg remained,the mest imporfant’sin"ie
source of flnance for the privately~owned airlines durlng the 19/Og
and early 1960s; thelr 1mpact on Brltlsh independent aviation
was ccnsiderable. But‘over'the’fpllow1ng years‘qtpgr ahlpplng_‘

companies also took an interest in air tranSgorta JInilate&19635  g

19, 1Ibid., various dates; in additlon, the London shlp—brohers,
" Davies and Newman Ltd., formed a charter airline subsidiary
~in 1952 known as Dan-Air Services. By 1972 Davies and Newman's -
"~ aviation interests accounted for 96.6% of the group's tuxnaver -
“and 68,6% of the £1,034 million operatin;; profit, Ibid., L
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for example, the ATLB deferred a number of Caledonian's applica-
tions for inclusive-tour licences, presumably because of doubts
about its financial standing. The licences were granted when the
Donaldson Line acqﬁired a 25% interest in the airline for a rcrorted
£32,000, After Doﬁaldson had gone into liquidation in 1967, another
Glasgow~based shipping company, Lyle Shipping, invested a further
£125,000 in Caledonian.ao Similarly, in 1965 Court Line paid some
£125,000 for Autair, enabling the airline to undertake a major
diversification and become the market leader in the rapidly expand-~
ing field of inclusive=-tour chartgrs'(see‘Chapters X‘and XI); More
recenfly the crbss~Channel car-ferry group, European Ferrie;,
acquired control of Invicta International, which had been exyveriencing
financial difficultiez_;.a1
What motivated the shipping cémpanies to invest so widely in
~ aviation in 1953-55, and why were the Indeyendents so willing te
accept their help? As far as the airlines were concerned, their
situation was basically the same as that of Caledonian in 1963,
Autair in 1965 or Invicta in 1973, except perhaps on a larger scale,
namely a lack of Sufficient capital backing for expansion. By the
k.earlykl950s the privatekcarriers found themselves presented with at
least the promise of better, more secure times to come, but they vere
still equipped with obsolescent, even obsolete, aircraft. An
editérial»in ‘Aeroplane' remérked: "The Independents have,:in fact;~
~gone about as far as they can go, unless gﬁd(uhtil the major

financial problem of aircraft re—equipment'can be solved}“yaa Thus,
the airlines found themselves caught in a maelstrom pf aircraft 2

obsolescence and equipment financing and welcomed investment capital

20. Tbid.,12/11/63, p. 828 and 14/9/67 , p. 439.
21, 'Pinancial Times', 24/2/73, p.22.

220 31/7/53, pe129.
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from any source. The smaller operators in other countries

appeared to be experiencing similar problems and to have found
the same solution. In France, for éxample, Chargeurs Réunis
acquired UAT and Cie Geénérale Transatlantique securéd control of
Cie Air TranSport.23
The motives of the shipping companies were rather more complex.
Some may well have envisaged a day when their investments would
produce large dividends, although there was very little sign of this
- in the early 1950s. Most, however, like the railway companies in
the 1930s, probably regarded the whole affair as a relétively cheap

insurance policy. Harold Watkinson, Minister of Transport and Civil

Aviation, had hinted at this in July, 1956:

"I wonder whether the air can go on developing at
this rate without in.the end ~ nobody knows when -~
making serious inroads into the shipping business. If
_ that be true, is it really wise to impose a tight

monopoly to keep those great companies, with all their .

knowledge and expertise, out of the air altogether." 24
In fact, aviation had already made serious inroads into sea transport,
especially passenger traffic. hy 1957 the number of persons carried
across the North Atlantic by IATA-member airlines was almost éxactly
the same as the number carried‘by sea, and the following year the
number of sea passengers actually declined for the first time
since the war. With the sole exception of 1962, North Atlantic
sea passenger traffic has continued to fall, both in absolute and,‘
relative terms,vever since. 22 On the whole, hoWever, the
maln 1nterest and fear of the Shlpplng companles dur¢ng the early
19)05 probably centred on frelght rather than passenger traffic.;
Air freight was very much of an unknown at thls tlme,~w1th a numberkofl‘

experts msking what turned out to be highly optimis tlc predictions

about its future development and growth as indeed they havevi

23, Sundberg: 'Air Charter', 1961, pe32.-

‘2&. 'Fllght‘ 2/8/56 177, L ;
25, See flgu%e T+l aﬁdpAppendlx 1113 for a discussion of the: reasons for the L

guccess of air transport on the North Atlantic cee Brancker: 'Air and Sea ..
Competition on the North Atlantic.' Journal of the Tn“t]tutP of Tran*nort);
' ‘ : ' S 10A2, 1, B56-78G, Lo . o
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Figure 7.1 : North Atlantic Air dnd Sea Passenger Traffic

1950 1955 1960 1965 1970

-

Yigures shown are in millions

‘Source : See Appenaix 11I.

continued'to doe In 1949, for example, the Uhited States Civil

Aeronautics Administration predicted that by 1955 US air cargo

wculd‘eéual the value of passenger traffic.

26. 'Financial Times',fll/ld/49;
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Wheatcroft points cut that the orerations of the airlincs in the
BUA group (and presumably this is also true of the constituent
companies of pre~BUA days) had remarkably little overlap with the
sea routes of their shipping shareholders. There was little scope,
therefore, for a conflict of interest to arise.27 An important
factor here may well be that whereas the shipping companies were
usually geograrhically quite specialised, the airlines, being still
primarily charter operators, were forced to fly wherever there
- was a demand for their services. But there were a number of cases
where the interests of an airline and a shipping company ceoincided.
The most obvious and important example was probably that of the
Cunard-Eagle partnership (see beloy). Similarly, Furness Withy's
passenger‘and cargo services were particularly concentrated on the
routes between the UK and North America, the same routes on whiéh
Airwork attempted in the mid-1950s to develop‘scheduled'air freight
and charter operations., The Blue Star Line provided agency and
sgles functions in Brazil, Uruguay and the Argentine, aand Pacific

28

Steam in Chile, for BUA's South American services, The Eibby
Line, the principal trobpship operator, admit;ed that a major
réasonkfor its iﬁterést in Skyways was the fact that the latter
‘held a number of air-trooping’contracts.zg‘

But there are certain differences between the situation in
which‘the railway conmpanies found theméelves before the war and
that in which the post-war airlines were forced to 0perate; The
railways were able to acquire a largé proportion~of'doméstic'airv
traffic and so exert con51derable influence on the development of

that traffic. It would have been impossible for the shi*plng

companiés to have done the same W1th regardrtc:postuwaradomestlc Qr £?”

27+ Ops cits, po 36
’28 'Aeroplane’, 1’/2/54 p.190aud 11/11/65, p 6.,~

29. Estimates Committee:'First Feport on Trooplnv' 1Q67/521,2;f}5f;i§:*
Ev;dence, P 91. ' . e e
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international air transport, for three main reasons. Firstly,

most of Britain's civil aviation output is produced by the
nationalised Corporations and, despite the political rhetoric,

this 'status qﬁo' was never seriously questioned during the 1950s

and 19605, Secondly, the Independents' charter and international
scheduled services mostly face intensive competition from foreign
operators, which are impossible to control or even co-ordinate to

the benefit of the shippiﬁg industry., Finally, the whole legislative
environment surrounding air transport is now much more severe and
restricting. Thus, Wheatcroft is on the whole correct when he says
that there has been little scope for a conflict of interests betwsen
the airlines and their chipping masters, although some of the
shifping companies may. not have beén fully aware of this fact at the
time of their initial investments, Theo main explanation for their
involvement must have been the opportunity to invest at a fairly
early stage in an indusfry that might bne day challenge on a very
“large scale the position of their own industry and into which it
might be necessary to transfer considerable resources, rather than
aﬁ attempt to restrict or curtail air transport.

| There’can be little déubt that the financial backing provided
prlmarlly by snipplnb 1nterests was of major importance to the"
prlvately-owned UK alrllnes.k It enabled them to finance new equ1p~v
ment purchases and expans;on and often to ride out bu51ness depre sxons’»
(although not always as the case of TranSﬂlobe 1llustrates), The‘
shlpplnrr companles were also an important force in brinblng about.
rationalisaticn wlthln the prlvate sector of “the industry.' It‘iﬁ
more than a coinéidence‘that most of the maritime‘investment‘in">
Brltlsh 1ndependent axr transport by the early 1960s was concentratﬂd

in .one company, BUA. It was often also argued that the experlence
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aﬁd world-wide conncctions of the shipping firms would be a
useful aid to the airlineé. But af most this must have been a
marginal factor; there is no evidence, for instance, that Eagle
fared worse in the field of marketing and sales than any of the
shipping-backed air carriers before 1960,

The same advantages cannot be said to have accrued to the
shipowners. Despite the fact that they had been openly encouraged
by the Government to invest in aviation, the shipping companies
were extremely disappointed by the concessions granted to the private
sector. The 1957 Company Report of Furness Withy noted: " In
regard to Air, Government policy continues to hamper development
in the manner hoped for when Shipping Companies were encouraged to
play their part in expanding British Civil Aviation."BO The
restri;tions on thei; operations merely served to exacerbate the
Independents' poor financial results. In time, especially after the
relative failure of the 1960 Civil Aviation (Licensing) Act, the
shipowners responded to this situation by wmthd awing from civil
aviation. Thus, by 1967, of the original group of maritime
investors in British air transport only the companieS“within the
British and Commonwealth Shl;plnw group and Dav:es and Newman were
left (althouvh a few other companles had, of course, entered the
fleld). But dlsenchantment with profltabllity and Government ﬁolicy
may not have been the only factor 1nvolved. An imyortant develop—
ment in the shlppm'P world at thls tlme was contalnerlsatlon, whlch
cdmpletely revolutlonised sea frelght. It was now. qulte evzdent that
the sea could ea811y hold 1ts own 1n competltlon w1th the air for
the carriage of most tynes of goods.' DeoPlte palletl ation in air

‘ transport, wh¢ch preceaed the wlde-spread use of c0nta1ner5, xt

- 30, 'The‘E¢on§mis;;; 7/9/57,.9. 8ok,
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increasingly became clear that the airlines were not going to
repeat with freight the success they had had over the sea with
regard to passenger transport, at least in the foreseeable future.
In fact, after several years of very rapid and steady yrowth the
volume of freight carried by air in the early 1960s was still only

31

some 0.004% of that carried by all forms of transport. Thus,

the need for an insurance policy had become much less important.

Cunard Eagle.

It can be éoncluded, therefore, that the investment by British
shipping companies in post-war civil aviation probably had a bene-
ficial effect on the development of the Independents. But it is
’eqﬁally clear that @he potential for a conflict of interests did
exist. The story of Cunard‘s associatioﬁ with Eagle, and later
with ,.BOAC, as well as forming an extremely important chapter in
the history of the privately-owned airlines, also illustrates some

of these possible dangers.

By the late 1950s only Eagle of the larger British Inderendents
was not closely associated with shipping interests. Such a position
‘~pf independence, however, was rapidly becoming untenable, especially
vith the reorganisatidn of‘ihe private sector and the possibilitiea
for expansion that materialised in 1960, Eaglé‘neededklarge~scaié
financial backing to remain in the forefront of private aviation, “
and realistically this could only mean teaming upywith»a ghippinge
company or merging with another air carrier, probably BUA, Haroldkf'

Bamberg was fully aware of ‘the situation:

31. -Brooks and Scarlett:: ¥Britain's Mercantile Aviétion', o
©Aeronautics, 1960, pe91. -

*
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"There are two ways of getting the fitter,

stronper companies which the Miwnister wants. In our case
we can either merge or else stay separate and get a
pretty hefty transfusion of finance to enable us to meet
the necessary development. Quite frankly, to get the
type of operation we have had, with a welter of inter-
national agreements, we have a situition in which
large-scale finance is necessary." 32

Consequently, in March, 1960, Cunard announced that it was to buy

99% of Eagle Aviation from Bamberg for a reported £1 million.33

Cunard had been the only large British shipping company without

a stake in civil aviation. One does not have to look far to discover

why it suddenly took the plunge. As the major British sea passenger-
carrier on the North Atlantic it had been forced to stand by and watch
as the airlines reduced its share of the traffic, at first relatively,
but from the mid-1950s in absolute terms as well. As long as BOAC

vas licensed as the sole British scheduled airline to North America
there was little chance of‘Cunard becoming involved in this newer

and increasingly poyular form of transport. The 1960 Civil Aviation
(Licensing) Act, howevef, chanced the situation considerably. It
offered the Independents, at least if the Goveinment‘was to be believed, i
a£ opportunity of compefing with the nationaliséd Corporations on
relatively équal terms. More specifically, it prcmiéed dual dgsigna~
tion of Bratish airlines on cértain routes. This gave Cunérd the
opening it had been waiting for and it quickly ccmpletedkthe aeél for-
the purchase of Eagle, a company well suited'té‘Cuhard;s heeds;
because of its extensive experience on thevarth!Atlantic,‘eépecially.

-

with its West Indian operations.?

32. 'Flight!, 26/2/60, p.273. |
33. Ibid., 25/3/60, p. 245 and 2/6/62 2 95?. .

34.'Space has not pezmltted a. dlgcubulon ol theue oyerations.,,g
Basmcally, like similar efforts by other private carriers, they
vere attempts to get around British llcena;nu.r&”ulatlons. ‘hcir‘“
success and llfe" pan were on thg vbole 11n1tod. i :
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Early in 1961 Cunard Eagle, as the new company was known,
applied to the ATLB for licences to operate scheduled passenger
‘services to a number of North American cities. The airlinc already had
UK approval, along with BOAC, for an all-freight service. Shortly
afterwards it ordered two new Boeing 707-“205 for delivery in 1962,
with an option on a third, the first British Independent to order
:jets.35 The application was based squarely on those sections of the
1960 Act that permitted the designation of 