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INTRODUCTION

Ladies and Gentemen,

Iy a great honowr to- be here un Washington today to- have the

by fo- addiress one of the b duitheds oo

| feel particdorly honowred as (b b ovdy two- yeary simce my flrst

applorance here as Brtsiv Arwayy chuef execntive.

Ay yove bnwifed me back, | must have said sometiving right —
but | wll resist e temptation to- deliver tive same speeci, not
least becanse i many ways aviation looks very different today

from how ot Looked L e antumn of 2007.

Then we were enjoying anviatlons best funancial year of the
decade, and we at Britshv Alrways were well on owr woy to-

secumring the furst 10 per cent operating margun U our history.



Nowthe industry s storing ot a second year of colossal global

losses - 311 billion, according to- e International Al Transport

Association's latest forecast:

And at BA, we too- are heading for a second corsecutne year v

the red — aw event tiat has never happened before.

Buwt | am not going to- go- into- defail on the funancial woes of the

wndwstry, becawse yow are sl digesting your lunch

What | want to- do-today s take a step back and look at tie

alrline busginess un the general context of the transatlontic

economy.



How- can air tramsport do- more to- sustain and bring fuartiver
benefity to- e economic relationsivips between tive Unifed States

and Hie Enropeoan Union?

How- can we benefit consumers Huwoughh increased competifion?
And how- can we grow- fo- meet those economic objectiaes wirile at

reducing greenirouse emissions?

TRANSATLANTIC ECONOMY

The combined. population of Hie US and Hie 27 EU countries s

around 800 mulliow, or rowghly 12 per cent of global population.

The combined GDP of Hie US and EU s around. $30 trilliown,

representing more Hian half of global GDP.



So- the travsatlantic economy Uy hnge and. extremely valuakple.
And the flowy of trade and bnvestment across the Atlantic are
massive. It i calewlated Hat v Hhe furst eigihvt years of Hiiys
decade, 57 per cent of all foreign divect Lnwestment from the US
went fo- Europe. The top two- countries for US overseas bwestment
ot not, ay some might think, Canada and Mexico: They are the

Netrerlonds and tHhe UK.

lnvestment U the otiver direction W just as significant;, accownting
for more than 70 per cent of all foreign bwestment un the US v

2007.

I employment termy alone, these flows travslate divectly into-

seven o jobps.

The states tivat show-the biggest gain uv jobs from iy are New-
York, New-Jersey, Colifornioa, Texoas and Perwuylania. And on
tHe east side of Hre pond, the biggest beneficiaries hove been the

UK, Germany, France, [tody and Hre Netirerlanols.



And perivaps e most striking fact s Hhat as economic
development lhay powered alhead un developing regionsg un Asia
and Souwtiv Ameriea, He lunks within the travsatlontie economy

howe not weakened, bt strengtivened.

Two—-way trade uv goodys between the US and the EU totalled more
Hhan $600 hbillion un 2007, a 47 per cent Unerease Un just four

years.

There can be abpsolutely no doubpt that Hie tHes between the US
and. He EU represent one of thhe most crucial bilateral trading

relatlovusiips U the global economy.

The prosperity that relatlonshugp generates for US and EU citizens

W lmmense, and there W every reason to- believe that suciv benefits
can nereose further Uf outdated or wwnecessary trade borriers are
removed. And some of those barriers lie witivin transatlontie air

travsport:



US-EU OPEN SKIES

The Stage One Open Skies agreement between e US and tHhe EU,

which came intfo- effect 18 montivg agos, represented a milestone un

o Lo ariotior,

It permitted any carrier from eitiver side to- fly to- any airport Hhey
chose. The old Bermumda Il agreement; wiriche lumited access to-
Heatrow- to- just two- carviers from eacl side of the AHantic, was

swept oway.

The benefity of Hie new agreement were clear ano immediate.
Within one season of U coming unto- foree, four additional
Americon airlines and one more Ewvopean carrier hegon

travsotlantic services to- and from Heativwows

More than 20 new- services o day, representing nearly 900,000

extra seats over Hhe season, were made anvollable to- trovsatlontic



cwstomers: Some people had argued Hot (F would be lmpossible

for new- competitors to- gain access to- Heathwow: They were wrong.

At Britusiv Arways, we took advantage of the new freedoms of te
Stage One agreement un a further woy — by lawnching divect
services from New- York to- Parily, owr furst non-UK degtination

from Hre US.

So- cwstomers o botiv sidesy of Hhe Atlantic howve already seen tire
benefity of increased competition from the fust stage of
Uberalization: And n Stage Two, we need to- reaci ot for muci
larger benefity by securnring the big prize of o fully open aniation

market between the US and e EU.

Restrictve ownership and. control reguirements that prevent
airlines v the US and EU from untfegrating and covustroin Hreir

accessy to- copifal need to- be swept away asy quickly as possible.



Withv better access to- capital, alvlines can modernise thelr fleet,
provide better producty and services for cusfomery, and compete
more effectvely witiv the growing nuwmber of lower-cost longhaul

operatory from around the world.

Protectlonist meoasares ot prevent true competifion, suciv asy the

‘Fly America’ policy, should be consigned to- He Ivistory books.

However well-infentioned, tihey breed wnefficitency. High tariffs
served to- prolong and exocerbate He Greot Depression: There are
no- comparaple Fly UK or Fly Ewrope programuwmes, and sunci
protectionist wstruments really howve no place un an open market

economy of tie 215 Century.
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So- let’y be open. Let'y be positive. Let'y allow the benefits of a
genumine open transotlontic aviation area to- inerease opportunities

ande wealtiv for citizens uv all portsy of the US and EU.

And Lefs create o template for Hhe rest of world anviation to- follows
There are signs of Uberalization elsewirere, but notiving would

gwe more of a spur to- the ndwstry’s Holy Grail of an open global
marketplace than the creation of an open marketplace across tire

Atlantie.

| kinow- e negotiations over Stage Two hhave moved slowly so- for.
Guven the global economic backdrop, perivaps that s not
surprising. However, the original agreement Lolentified 2010 as
the critieal year for making progress: | am covwinced U Ly

everyone's untferest Hat progress shouwld be madle.
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BA'S TRANSATLANTIC OPERATION
At Britusiv Alrways, we have been serving thve needs of the

transatlantic economy for a very long tume.

Owr forervwmnesr compoany, BOAC, began cividion fUghts between

London and New-York un 1946, flying Lockieed Covustellations.

ln 1958, we opened. He furst commercial et service across e
Atlantic — just beating Pan-Am fo- the punciv. And i 1977, we

Recognising the needs of eastbound. trovellers un particndor, un
2000 we became the flrst airline to- provide fully-flat beds un

business class.

And we contunmne to- unovate across the Atlantic: Two- weeks ago,

we stanted services from New York nto- London City alrport,
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which s located right on the doorstep of Londows funancial

This B a service that really breaks the mould.

I+ v the furst longhaund rowte ever operated to- and from London
City. And b i anv all business—class service withv just 32 seats and.

the feel of a prwvate jet:

It & the flrst service on wirichv customers from the UK are treated

effectively as domestic passengers on arrival n the US, having

already cleared US tmmigration during a brief refuelling stop i

Shawnnon un the west of lreland

And UF iy the flrst service between Hie US and Hie UK one wirie
cwstomers un mid-flight can keep v fonch witn the ground by

emall and texts: It b the most Hime—efficient and productive
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meony of trovelling between the business capitals of America and

Ewrope.

Easthbound flighty, of cowrse, are non-stop — and yesterday, we

Wit our experience of tromsatlontic aiv tronel, we wnderstono
Hat U iy o complexr market — and Likely to- become more so-
Wihile Ut bwolves pount-to—-point journeys for some, b bwolves

conmnecting journeys for many.

Last year, we had Hre pleasure of carryung nearly sin million
cwstomers between He US and London — and more than half of

them were flyng ow to- otiver destinations uv Ewrope ov beyond.

Overadl, Brutusiv Alrwayys flies to- London from 18 cities v the US

— and we will add oo 19t later Haus montiv wiven we begun
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serviees from Lag Vegas: That amounts to- 38 departures a day -
36 of themw to- owr London Heatihvwrow i, wiere Terminal 5 now-

offers the best conunection experience unv Europe.

We also shipped 127,000 tonnes of freight easthounod. And we are
a significant employer bn ovr own right i the US, witiv Hhe

equivalent of apowt 1,200 full-tume staff.

Becamse we acknowledge e umportonce of te transatlantie
economy, we have set up a special seiheme thiy year to- bring US
ownersy of small businesses and entreprenevrs to- Euvope to- help
them magimize their opportunities at o tume when wider

eConoMUe pressuares may make them cautlons about trovelling.

So- yesterday, under owr ‘Face to- Face’ campaign, we provided a

complimentory fUght for 250 businessy people from Loy Angeles to-
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prospectve cumstomers, suppliery and wwestors un thhe UK or

beyonol.

Ow the some bosis, we sent over a planeload of business people
from New- York last montiv, and we have a fUght from Clhicago

seheduded, for November.

To keep the momentum going, we will be gwing 100 small US
companies o yeor's wortv of business trovel and other support unv

2010.

The future of tihe travmsotlantic economy U about mucih more Hran
the big namesy on Wall Street or un tive City of Londow, vitally
umportant thoughhv ey are. Economiesy are dynamic beingsy — and
oin tramsport should seek to- serve all sonrces of that dynamism,

wrrespectve of size
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ATI

Ay and when the global recovery takes place, the strengtirening

trovsotlontic economy will need strengtirening aivr travsport

Yow cawnw cross the pond by ship, but the chances ore your

competitor will arrive alead of yow

It & owr desire to- lmprove provusion for tramsatlantic travellers
witlev les behind the trangatlontic jount business agreement
proposed. by Britsihv Alrwoaysy and owr partners Uv tihe oneworld

alliance, Americon Aurlines and lherio.

If approved, the agreement wll bring substantial benefits fo- US-
EU cwstomery by offering an expanded rouwte network, tmproveod

sehedudes and covunectivity, greater access to- dscounted fares,
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fully  reciprocal  frequent flyer  progroamumes and  infegroted

corpovate deals.

Above all, U will provide customers witiv chotce.

Ay 'mv sure everyone here kinows, tive Star and Skyteam alliances
olready operote across the Atlantic witiv the benefit of anti~trust
uwwuunity. But surely o market of 800 wmullion potential

corsmmers deserves a cholee of more than two- network providers.

If Stor and Skyteam remain tive ondy ummunized alliances across
the Atlantic, we coudd enod up witiv an untfounchable duwopoly. | do-

not believe that customers would want Hhot:

Gving oneworld regulatory parity withv Stoar and Skyteam would
mark a step change un competition un e US-EU market — and

corsummers covmdd ondy benefit:
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Concerny that may have existed n te past over access to- Lonodon

Heatwrow do- not bear serutiny.

The flrst phhase of the US-EU Open Skies deal made Heativrow an
open adlrport: Ay soow as UF come info- effect; the number of
operatorsy flying between Heathwrow and Hhe US more than

doupled.

Sloty can be bowghht, sold or leased — and sunch trades con take

place between allionce portrers.

Sloty at Heathwow are availabple — just ask tive Stowr alliance. Stowr
already possesses more than a guarter of the slots at Heativrow, far

more Hran any other allionce ot o competitor's European hady
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Yes, Heativrow s busy. But that s a consequence of tihe fact that Ut
U He most competitive hudp un the EU, witiv more airlines and

more flighty on travmsatlantic rowtes than any otiver alrport:

The oneworld application for ATl has been witiv ive Department
of Travysportation since Aprils We were told then fo- expect a
decision by tihe end of October. We look forward to- Hhat timetable

being maintfained — and we are optimistic about Hie outcome.

In July, we noted tive DoT's approval of Continental Alrliney
applicotion to- switehe from one bmumunized allionce, Skyteam, to-
the otirer, Stowr. The Department said ot gronting avti~trnst

corsmmers ono enjrance competiflon.

We agree.
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So- ety hanve more benefits for consummers ano more competitlon by

allowing oneworld to- compete ow exactly the same basis: That s

ol we are seeking.

We want the opportunity to- demorstrate that we v oneworlo can
playersy of Stowr and Skyteam. We do- not see how corsummers coudol

Lose owt from that Lefs bring o onw — and let customers declole.

ENVIRONMENT
| saldl v my ntfroduction that oatation connot grow-to- meet He
needs of the travsatlantic economy withouwt also- meeting the neeos

of the evwtronment:
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The UN’s Copendragen sumumit un Decermbper represents a great

opportunity for aviation to- joun the mainstream of He worlds

efforty to- combat climate change.

International oniotion emissions were not included i Hre UN’s
Kyoto Protocol 12 years ago: Now we wmust seek to- rectify Hhat

Internotional ontatiow does not fut witiviw traditional

geograpirical defunitions.

At Britusiv Aurways, we believe that Hie post-Kyoto- framework
shhould treat aniotion emissions oy o indinvisible global sector

total, rather than being apportioned to- individual states.

There can be no doubt that aviation iy a global undustry —

periiaps the most visiple glohal uindwstry of all. So-a glohal
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approaciv to- tackling ariotion’y emissions must be tihe right way

forwauo

The alternative would be the development of a patchwork of
conflicting and potentially overlapping national and regional
policies — which would not only risk endless international
disputes ands distort the air travel market, but weaken the overall

objective of reducing emissions.

The gaps between different reglonal policies, wiietiver carbon
trading systems, taxation or other Unstruments, would create
perverse uncentwves for troffie to- shuft from alvlbnes meeting e
costy of the policy to- competifory able to- service tie same morket

but avoid e costs

For example, Uf carbon trading for airlines went ahread un tive EU

v e absence of a global deal, a passenger woanting to-trowel from
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Mumbal to- New- York would have a choiee of connecting rowtes
They could fly via a Ewropean iy, un wirich case botiv legy of

the journey would be subject to- carbon allowance costs.

Or they could fly via a Middle Eastern b, un wirich case
neitiver leg would touci EU tervritory, thws avotlding Hre costs of

the EU schheme.

Becawse of Uty cost adwantoge, the operator on He latter rowte
condd winv more traffle by offering lower fares: I+ might well put
on more flights, thars creatung more emuissions — and v any case
would hawe Uittle incentive to- replace older, cheaper aireraft witiv

There are otiver ways wv witich Hus “carbon leakage’’ could ocenr.

And none of Hrem are goodl for e atmospirere.
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Single-country initlatives are even lesy effective. Sadly, airlinesy

un the UK haae long expertence of so—called eraironmental

toaxation uv the form of Aur Passenger Dudty.

According to- the UK Governments own figures, APD Ly already
charged at a level that equates to- more than airlbiney

evwronmendtol costs.

That s not preventing tHhe Government from planning uncreases

v APD of up to- 112 per cent over the next year.

There  no- evurtronumental justification for thus wiratsoever.

Taxation does not target emussions redunction: It just raises revenare.

I+ gives airlinesy no- tincentinve to- uwest un greener equipment: Anol

v the case of APD, the proceeds are not exen spent on specific
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erwironmental obhjectives — they merely add to- the Governments

general uincome.

So-a global approaciv  absolutely central to- providing aatation

with a sustainable environmentol future.

Yes, antlotion faces more technical opstacles Han many noduwstries
— but | believe we can make sufficient improvements v aireraft
ande engine manufactnre, in alternative fuels and in aiv traffic
and ainport infrastrictune o begin making real cuts n actual

emissiong over the newt 40 years

And Uf we do- not make fost enouglv progress un these areas, then a
global corbon trading system would requine us to- pay for

equivalent emissions redunctionsy v otiver sectors.
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The costy of carbon trading would provide the wivole tindustry
withv o powerful incentive to- ensure that we do- make the
techunological and infrostructure advances that are necessory fo-

air travsport acvoss the Atlantic and v the rest of He worlds

CONCLUSION

I conclusion, let me soy Hais

The travnsatlantic economy makes a massive contribution to- e

wealtiv of He world, and briungsy hnge benefitsy and opportunities

to- the peoples of tve United States and Enrope.

We want aniation to- play Uy fll part i nereasing those benefits

and opportunities, but hand-un-hand withv a global
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enwvironmentol approaciv Hhat ensures we con be green ay well as

grows~

Swstainable exporsion of air trovsports benefits and
restrictilons on anviation relatlonsiips acvoss He AHantie, and. by

encouragung competuflon,

I Hhe last two- years, we have started to- make progress un

removing restrictlons

But let g be bold — and move faster toward Hre kind of cross-
border Uheralizotion of markety and capital wirich are taken for

granted. un alimost every otiver global industry.

Let ws embrace competifion — and ensure a level playing-flelod for

all airline alliances that serve Hhe transatlantic economy.
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Fair and. vigorows competition b He best guarantor of lmproveo

services for customers.

Thank~yow for Ustening — and | will do- my best to- avrswer any

guestionsy yow may hare.

ENDS



