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FORE WORD 

Among the objectives of this Organization, a s  se t  forth in the Convention 
under which i t  was formed, i s  to foster the planning and development of inter- 
national a i r  transport s o  a s  to ensure the safe and orderly growth of interna- 
tional civil aviation throughout the world and to prevent economic waste caused 
by unreasonable competition. In furtherance of these objectives, the Council i s  
entrusted with the permissive function of conducting research into all  aspects 
of gir transport that a r e  of international impor-tance, of cornrnunicating the 
results of i ts  research to the Contracting States, and of facilitating the exchange 
of information between Contracting States on a i r  transport ma t te r s ,  

One of the subjects of outstanding interest  in t h ~ s  field i s  the degree of 
collaboration that exists between international airlines, which collaboration, a s  
the Convention recognizes, may extend a s  far  a s  the formation of joint organ- 
izations to operate a i r  services  on any routes or  in any regions. The Assembly, 
at  i ts Fourth Session, concluded that this ultimate objective did not at that time 
present any concrete problems requiring intensive study, but noted that 60- 

operative arrangements in a number of different forms had already been devel- 
oped by certain air l ines and governments with satisfactory resul ts  and promise 
of still further satisfactory resul ts  in the future, 

The Assembly also recognized that the general collection and analysis of 
data concerning this aspect of the operation of international a i r  services would 
continue in any event. It appeared to the Secretariat  that the Continent of Europe 
offered an advantageous field for study of various co-operative arrangements 
between international air l ines and, in particular,  of pooling sys tems,  Little 
information hming been received on these subjects f r o m  Contracting States 
direct, and the ICAO statistical reporting forms ndt being calculated to furnish 
material on the subject, the Organization authorized the Institut drancais du 
transport a6i-ien to undertake" on i t s  behalf a study of these various co-operative 
arrangements,  including particylarly pooling arrangements,  The study was 
made, and the report  thereon is reproduced in this Circular .  

Although the resea rch  that went into this paper was carr ied  on with 
periodic <~onsultations between the Secretariat  of ICAO and IFTA, and although 
the scope of the p q e r  was mutually agreed on, the conc-,lusions se t  forth 
herein should not be construed a s  representing an official view held bv ICAO, 
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INTRODUCTION 

This study deals with the efforts  undertaken and the resul t s  achieved iri 
the field of co-operation by various agencies responsible for the organization 
and operation of a i r  t ransport  sn the European-Mediterranean Region. As  its 
title suggests, the study covers  a fair ly extensive field of investigation. The 
following two comments a r e  presented a s  justification for undertaking the work. 

In the f i r s t  place, the t e r m s  of reference contained in ICAOgs letter 
entrusting u s  with the task of carrying out this enquiry, authorized u s  to inter- 
p re t  the expression ?Ppos%oP in a wider sense than is usually given to the word in 
commercial circles .  Since the problem was not solely that of pooling certain 
traffic, but also that of co-operating in 9 h e  provision of ground facili t ies and 
services" (according to the actual wording of our reference document), we 
have dealt with the subject of pooling a s  including various categories of agree- 
ments covering a l l  means of operating a l r  traffic, which agreements  a r e  f re-  
quently combined, a s  indicated by cur r ent practice.  

Secondly, we found that the resul t s  of our investigation did not enable u s  
to supply ICAO with certain information on commercial  pooling arrangements  
requested by that Organization,such a s  detailed s tat is t ics  of operation, the rat io 
of t ransi t  traffic to direct exchange traffic and the physical difficulties arising 
from competition between any partic-u%ar companies. Our efforts to obtain 
documentation on these points w e r e  hampered by secrecy and by the inadequacy 
of the statistical method.; used - at leas t  for general publfcation purposes.  

The f ac t  that w e  were  unzble to collect numerical data conct~rning the 
resul ts  of pooling agreements  naturally reduces the accuracy of the canc8usions 
which may be drawn f rom t h ~ s  study. These conclusions a r e  nevertheless of 
some pract ical  value since, ;n the absence of figures, we have provaded accu- 
rate  information regarcring, ?he factors ,  peculiar to the European network, 
which e:urrentBy Blmit the effec5vveness wi+hin that region of pooL~na agreements  
or of any arrangements  o-C this type. The survey also provides accurate  infor- 
mation regarding those f a ~ : t ~ ~ b  which must aovern the conclusaon of agreements  
i f  the latter a r e  to be  fully eft ecbive !n remedying the current  i l ls .  These 
governing factors  appear to be of sax:lh importance that it is in thear-light that 
the s tructure and meth~dl  of Pianc~asning of present  agreements  should be  studied. 
It therefore appeared useful to begin this report  with a survey s f  the special 
chara.cteri s t ics  OX a i r  t ransper t  in  Europe whish affect co-operation between 
airlines in that a rea .  On reading this survey, it will be  readily understood why 
the effectiveness of pos5ng a ~ r a n g e m e n t s  as, of necessity,  very limited, 
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The effectiveness i s  naturally greatest  where co-operation does not 
hamper in any way the commercia l  freedom of action of the air l ines,  In this 
particular field we were  even a b k  in some cases  to obtain numerical data 
whikh a r e  given later  in  the chapter dealing with technical co-operation 
agreements.  

As  regards  the other types of co-operation considered, their very exist- 
ence ,  whether in the fo rm of concrete achievements, or  a s  plans for the 
future,  or even a s  outline projects,  appears to be  sufficient justification for 
their inclusion in this study, In fact, a l l  these different formulae represent  
efforts (a t  both the national and international levels, and without any overall  
co-ordination) inspired by the des i re  to remedy the deficiencies of.the pooling 
agreements.  Both in the matter  of organizing the activities of a group of 
national operators  -- which i s  the purpose of the "Association des  Trans-  
ports  aCriens de lPUnion -franc;aiseM (ATAF) -- and in the case  of regional 
mergers ,  based on the unquestionable significance of certain well-defined 
bonds -- a s  in the case  of the Scandinavian consortium.-- some problem or  
aspect  of the problem is always encountered, for which no solution has  yet 
been found. I t  can therefore be  said that the various fo rms  of co-operation 
which a r e  dealt  with in the las t  chapter a r e  related to the pooling agreements ,  
and, when seen in the light of our study, will be  found to be complementary to 
them. 

A s  for international co-operation by participation in the capital of the 
air l ines,  the only information we have been able to obtain is too fragmentary 
to be  of any pract ical  use.  We did not therefore s e e  fit  to cover this aspect  
of the problem in our study. 

Finally, i t  should b e  pointed out that the study deals  essentially with 
the operation of scheduled a i r  t ransport  in  ~ u r o ~ e , -  which, if not the-only 
fo rm of a i r  t ransport ,  is a t  least  the one with which current  co-operative 
sys tems a r e  most  direct ly concerned. Except for  a few instances (for exam. 
ple, in certain general  s tat is t ical  tables o r  for special national sys tems such 
a s  the ATAF or  the Br i t i sh  associate contracts),  no reference has  been made 
to the activities of the many European so-called s fchar ter@'  companies, in 
spite of the r e a l  importance they have achieved. 

The study has  been arranged a s  follows, After endeavouring, in  
Chapter I, to define the special features of a i r  t ranspor t  operation in Europe, 
the study proceeds with an analysis of the different types of co-operative 
agreements .  Chapters 11, I11 and IV deal respectively with Commercial 
Agency Agreements,  Ground Service Agreements and, finally;, various special 
Technical Agreements.  Chapter V considers the actual Commercial  Pooling 
Agreements, the character is t ic  feature of which i s  a formula for  revenue- 
sharing between participants, on the bas is  of a more  or l e s s  s t r i c t  control 
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of the service provided. I t  was thought appropriate to conclude the study with 
an outline of several  systems of co-operation which we believe might well 
serve a s  a bas is  for future organizations. These systems (some of which a r e  
already being applied, others a s  yet only planned) go beyond the limited scope 
of the pooling arrapgements, and the fact  that they a r e  an attempt to remedy 
certain of their deficiencies i s ,  in itself, an indication of the desire to place 
European co-operation on a wider and sounder basis .  

INSTITUT FRANCAIS 
DU TRANSPORT AERIEN 
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CHAPTER I 

THE EUROPEAN-MEDITERRANEAN REGION 
AND AIR TRANSPORT' 

To understand the problem sf co-operation between air l ines in Europe 
and the special difficulties which such co-operation may encounter in that 
a rea ,  it is essential ,  f i r s t  of all, to explain exactly how and why Europe is 
entirely different f rom a l l  the other regions of the world, and then to analyze 
the special features of a i r  t ranspor t  in the European-Mediterranean Region. 

A. -- EUROPE 

Nowhere in the world does there exist, in such a small  a rea ,  such a 
multiplicity of sovereign nations. These nations a r e  jealous of their sover- 
eignty for very  ancient reasons,  and the fact that the technical and political 
developments of the las t  fifty yea r s  threaten their sovereignties tends only to 
accentuate nationalistic sentiments and the defensive reactions associated 
therewith. 

This complex political situation i s  accompanied by an even more  excep- 
tional economic and human diversity. In fact, and this i s  perhaps the basic  
feature of Europe, each one of these sovereign nations has its own tongue, 
and even if one of these nations has had to grant  equal s tatus to two languages 
and another to four, this was done much more  to recognize and to  protect a 
de facto division than to promote mutual intercourse and understanding. The 
diversity of climates,  products, traditions, customs, and living standards is 
such that a journey of a few hours, or even the crossing of a range of mountains 
o r  a r ive r  i s  enough to bring a traveller f rom one world into another. On either 
side of a frontier everything will be found to be  different, except - only too 
frequently - the mutual d is t rus t  and misunderstanding, mental s c a r s  left by 
ten centuries of wars .  

The las t  of these w a r s  impoverished Western Europe very seriously 
and left b e h i d  an accumulation of destruction of a l l  kinds which is st i l l  f a r  
f rom being repaired. Europeans a re ,  therefore,  living in f a r  worse condi- 
tions than they were  twelve or  fifteen years  ago, and even if they recognize 
that economic unification of Europe i s  necessary, they fear  that they may not 
dispose of an adequate margin to enable them to bear  the initial cost  of such 
re-organization. They know very well that any effort - even a successful one - 
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towards increased output may cause unemployment in one place, lower sal- 
a r i e s  elsewhere, or may involve selling produce a t  a loss somewhere else; 
and each one, feeling his own weakness, will fear al l  the more the possibil- 
ity of his  being included among the vie-s. Hence the resistance which is 
felt, partiicularly in union circles, both industrial and agricultural. The 
strength of this resistance can be shown by a recent example: British miners 
a r e  opposed to the importation of Italian miners a t  a time when a rapid in- 
crease  in coal production appears to be vital for the British economy. 

This diversity within Europe cannot be eliminated on short term. At 
the same time, however, it is quite apparent that Europe itself, and the 
Mediterranean basin whixh is c&nple~enta ry  to it, still constitute a distinct 
economic entttk in the modern world. Its high density of population, its ad- 
vanced and ancient civilization, even ;its own internal dissensions (which have 
always been indicative of the instinctive search fox a common law (even one 
based on the acceptance of force):) contributed to the establishment in Europe 
of the oldest and the most dense network of ground communications. But as, 
over the centuries, the European-Mediterranean unit has become less  and 
l e s s  self-supporting, another network of commerce and communication with 
the r e s t  of the world has developed - initially with European possessions 
abroad - t h h  further complicating the picture of activities and rivalries. 

The 1939-1945 war, even more clearly than that of 1914-1918, was, to 
Europe, a civil war. Six years after the end of hostilities which left 
thei'.;ZinitediStates'd And the USSR. tlie only two "great powers" of the modern 
world, Europe, divided and partitioned a s  we have described it, feels  the 
urgent necessity for unified action and even accepts i t  in limited fields, but 
Europe has not yet foujdrl &he way to political unity. The reason is that a 
struggle i s  going on between a tradition of sovereignty and self-sufficiency 
on the onehand, and, on the other, an obvious necessity for joint organiza- 
tion and increased production for collective survival. 

The straining of Europe between its political structure and i t s  means 
of joint salvation can also be noted in the restricted field of commercial 
aviation. 

B . - AIR TRANSPORT' IN THE EUROPEAN-MEDITERRANEAN REGION 

From the moment when - with the advent of the aeroplane - transport 
vehicles were able to c ross  - land frontiers without losing their nationality, 
commercial aviation became in Europe a new means of national expression, 
a new symbol of the nationalist spirit  of rivalry and a new instrument to 
serve the national instinct for self-preservation. 
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I t  is startling to note in thks connection that international aviation was 
established in Europe, with a relatively dense network of passenger services, 
ten years  earlier than in the United states,  where the economic geed for  such 
services  was nevertheless much greater.  The reason was that the first 
European commercial airlines, by playing on the national instincts of &eir 
governments and of domestic public opinion, experienced no trouble in obtain- 
ing the subsidies which were then, ih- those early stages of aviation, an absolute 
necessity for any fairly ambitious development of a i r  transport,  but for  excepe 
tional geographic or economic circumbtances. 

On this basis ,  co-operation was self-contradictory. At the outset, 
competition was therefore the rule at  the domestic lever, between operators 
of the same nationality. A greater volume of operations and services over a 
greater number of routes "of national interest" ensured a greater share in 
the subsidies granted by a government to i t s  own airline industry. I t  was by 
a process of elimination o r  merging, however, that those European countries 
that had originally followed the system of subsidizing several operator s grad- 
uably abandoned it in favour of the single company, nationalized or  otherwise. 
This situation was, on the whole, consolidated after 1945. One might have 
expected, therefore, that the European States, which actually controlled their 
principal airlines, could bring them to ,practise some reasonable degree of 
co-operation, particularly within the Eur opean-Mediter r anean network. 

This did not happen, however, because almost al l  these national airlines 
had been formed o r  re-arganizedfor purppses which extended far  beyond Europe. 
With the longwbaul a i rcraf t  of the period 1945-50, qmy country capable of bear-  
ing the initial outlay, whichlks n ~ t  enormous, and which political circumstances 
have frequently reduced o r  facilitated (surplus aircraft ,  American loans), can 
a s se r t  itself on the major world a i r  routes essential to i t s  interests.  The 
P'national interestM therefore justifies participation - often very  ambitious 
participation - in international a i r  transport, and this participation justifies 
the granting of a subsidy. Fear  that the parliament or the government will 
reduce the subsidy therefore explains why the air l ines have concentrated main- 
ly on long-haul operations, both because f i e  lat%er cam the main justification 
for operating and because increased revenue (particularly revenue in hard 
currency) can more reasonably,-be anticipated in this field than elsewkere. 
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The different concepts which governed the establishment of a i r  services 
in Europe and in the United States respectively, can be shown in the following 
table: 

Thus, in the case  of the air l ines which operate regional serv ices  
within Europe a s  well a s  long-haul services,  the volume of the former t raf f ic  
is approximately one-third of that of the lat ter .  In the case  of the European 
air l ines combined, the volume of regional traffic is approximately two-thirds 
of the long-haul traffic,  whereas in the United States the 'aomestic traffic is 
three t imes  a s  grea t  a s  the Bong-haul traffic. 

TABLE I 

I 

Distribution of regional services and long-haul serv ices  operated by 
European air l ines 

(Daily available sea t  - k m  (in millions) - Summer 1950) 

Airlines Regional services* Long -haul Ratio 
(European-Mediterranean) services ( % I  

Air France  0.8 2,6 31 
BOAC - BEAC 1.7 4 .7  36 
KLM 0.8 2 ,7  33 
SAS and Braathens 1 , 5  1.5 10 0 
Total of European a i r l ines  9 13.7 65 

I1 

Distributionof domestic services and long-haul services in the 
United States 

(Daily available seat  - krn (in millions) - Summer 1950) 

Domestic serv ices  Long-haul services Ratio 
(16 "trunk-line" companies) (American flag c a r r i e r s )  ( % I  

58 19 305 

* Excluding Bri t ish and French internal services and traffic between 
France- and North Africa. 

A f i r s t  conclusion m a y  therefore be drawn f r o m  the foregoing: a& 
transport  operations in the European-Mediterranean Region represent  only 

9 
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CARTE I MAP I CARTA I 

R E P A R T I T I O N  DE LA POPULATION EN EUROPE OCCIDENTALE 
ET PR 1 NC l PALES REG 1 ONS 1 NDUSTR l ELLES ( 195 1 ) 

DISTRIRUTICA' O F  POPULATION AND lYkIl"J INDUSTRIAL AREAS 

IA' WESTERN EUROPE ( 2 9 5 2 )  

1) ISTRIBUCIOA'  1)E L A  POB1,ACION EN L A  EC'EiOPA OCCIDENTAL 
Y P::IIZ1C1PAI,EC RECTONES INDL'STRIALES ( 1 9 5 1 )  

,le:,y,,I Principales rkgions industrielles 
i$.$$i> (Main industrial areas) 
z:,.,. ,:>:< (Principales regiones industriales) 

Villes de plus de 3 millions d'hatitants 
(Cities with a population of over 

3 , 0 0 0 , 0 0 0 )  
(Ciudades de rnis de 3 millones de habitantes) 

Villes de 1  3 millions d'habitants 
(From 1 , 0 0 0 , 0 0 0  to 3 , 0 0 0 , 0 0 0 )  
(Ciudades de 1 a 3 millones de habitantes' 

Villes de 500..000 1  million d'habitants 
0 (From 5 0 0 , 0 0 0  to 1 , 0 0 0 , 0 0 0 )  

(Ciudades de 5 0 0 . 0 0  a 1 m i ~ ~ d n  de habitantes! 

Villes de 1 0 0 . 0 0 0  A 5 0 0 . 0 0 0  habitants 
(From 1 0 0 , 0 0 0  to 5 0 0 , 0 0 0 )  
(Ciudades de 1 0 0 . 0 0 0  a 5 0 0 . 0 0 0  habitantes) 



CARTE I1 MAP I1 CARTA I1 

DISTRIBUTION OF POPULATIOI?', MAIW INDUSTRIAL APEAS AND MAIN A I R  TZ!AFFIC FLOWS IN U . S . A .  ( 1 9 5 1 )  

DISTRIBUCION DE LA POBLACION, PRINCIPALES REGIONES INDLJSTRIALES Y TRAYECTOS EN QUE ES MAYOR EL T;?ANSITG 
AEREO EN LOS ESTADOS UNIDOS ( 1  951 ) 

000 habitants 
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CARTE 111 MAP 111 CARTA 111 

COtdTEXTURE DO RESEAU AER l EN BE La REG I O N  EIIROPE-MED ITERRANEE 
C O N F I G D L I A T I O N  OF A 1 3  NETWORK I N  F U R O P E - h L E D I T E H K A K E A Y  AtlEA 
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Ce document a Ctd t ransmis % lQOACI par lohATA pour la R dunion spkciale 
sur  la coordination de la circulation aCrienne en Europe occidentalle, 
octobre 1951 (BUM-RAC-WP/~) .  

SOURCE 

This document was submitted by IATA to ICAO for the special Meeting on 
Co-ordination of Air Traffic in Western Europe, October 'E95 1 
(EUM-RAC-WP/3). 

PROCEDENCIA 

Documento enviado a Ba OACI por la IATA para ]la Conferencia especial de 
coordinaciQn de Trdnsito Akreo en Europa occidental, Octubre 195 1 
(EUM-RAC-wP/~).  

NOTE 

Les  traits correspondent Zi des rerviees reguliers, mais beaucoup de ces  
services ont une frdquence ossez fafble,, si bien que luactivitd rdelle se 
concentre sur eertainecroute s beaucoup plus quqil nsapparaft sur la carte.  

NOTE 

The straight lines represent scheduled services, Since many of these, 
however, a r e  relatively low-frequency services, airline activity i s  
actually concentrated over certain routes to a greater degree than would 
appear from this chart,  

NOTA 

Las  lfneas representan servicios regulares, pero como la frecuencia de 
muchos de estos servicios e s  relativamente baja, la aetividad de las 
lfneas a&reas  s e  concentra sobre ciertas rutas mucho m l s  de lo que 
parecerga por la, earta,  
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a minor par t  of the activ~+,y of the major European commercial  air l ines.  In 
other words, with %he exception of Bri t ish E ~ x o p e a n  A~rways ,  the a i r  network 
of the European-Mediterranean Region i s  operated by a i r  l ines which a r e  con- 
cerned and must  essentially be concerned with other iiekds. 

However, the problem of regional operations in Europe, i f  expressed in 
t e rms  of services rendered within the European-Mediterranean Region itself, 
is an extremely difficult one. There a r e  a l l  the frontiers  and the resulting 
multiplicity of crossing formalitxes, There is the fact that there already 
exists a dense and excellent surface communieations network, There is the 
type of climate and physacal relief, whieh have always hindered the installa- 
tion of effective ground facilities in Europe for night flying over short  and 
medium distances, There the fact that almost al l  the major industries a r e  
concentrated within the ax ea between Gla sgow, Barcelona, Milan and Stockholm, 
whieh takes a t  most  three or  four hours to c r o s s  by a i r .  Maps X and I1 show in 
a striking manner %he contrast, in this connectaon, between the economic struc- 
ture of the American contlnent.an$ that of Western Europe, In the United States, 
the industrial cent res  and +heir respective production a r ea s  a r e  so distributed 
a s  to create clearly-marked traffic currents  carrying a heavy volume of traf- 
fic. In Western Europe, on the other hand, there i s  only a compact block, 
without any particular traffic currents ,  whish naturally tends to produce a 
criss-crossing of direct  point-to-point services  over very short  distances 
(Map UI)* An additaonal factor to be considered is the relative poverty of the 
European-Mediterranean a rea ,  where the average annual income i s  only 340 
dollars  ( a s  compared with $ 1, 500, in the United States).  In particular,  there 
a r e  the d i rec t  efiects of the political partitioning of the region: 34 scheduled 
operators  of 18 different nationalities offering 340 different services  to the 
public; and ts these must  be added the services  operated by non-European a i r -  
lines, the most  important of which a r e  the American companies. In this con- 
nection there i s  a further cmtrast ,  no l e s s  striking than the previous one, in 
the extent to which the United States and Europe allow their respective air l ines 
to fly into each other's te r r i tory .  Whereas the long-haul routes of the European 
operators  end a t  three o r  four points on the land o r  sea  frontiers  of the United 
States, o r  run along the Atlantic coast of the continent, between Canada and 
the Caribbean, the American aarlines fly right a c ro s s  Europe in several  direc- 
tions and provide a network of services  linking the main European traffic - 
centres  (Maps IV and V). 

Some figures a r e  essential a t  this stage 

The 340 services offered to the public cover a network of 300, 000 kilo- 
metres ,  whereas the corresponding domestic network in  the United States 
covers only 150, 000 kilometres in all. 

* A traffic curr  ent should also be noted, which is becoming apparent between 
industrial Northern Europe and the agri cultural regions extending round the 
western border  of the Mediterranean Basin. This is an economic link of a 
very general character ,  however. which can be defined only on the bas i s  of 
the complementary nature of a r e a s  which a r e ,  in themselves, fairly exten- 
sive and varied. Several additional currents  of tourist  traffic (from 
Scandinavia, the Netherlands and Belgium to the Riviera, for instance) 
appear to be developing in  the las t  dew years ,  
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The number of seat-kilometres available to  the public daily on the United 
States domestic-network is 58 million; in Europe the figure is only 11, 700, 000, 
which is for the same year  1950 exactly the traffic availability figure of the 
U. S. Company "American Airlinesst alone. 

Thus, on a network which is twice a s  highly developed, o r  extensive, the 
airlines of the European-Mediterranean Region offer only a fifth of the number 
of sea ts  offered by the American airlines.  The European seat-availability is 
therefore only one-tenth of the American p e r  network-kilometre, 

Finally, these service% which a r e  too numerous, and operated a t  too low 
frequencies, a r e  offered to a poorer  public a t  r a t e s  (20 French f rancs  per  kilo- 
metre ,  the IATA ra te)  which a r e  60 to 100 per  cent higher than those in the 
United States (the equivalent of 13 francs per  kilometre or, ordinary services,  
and 10 f rancs  on the coach services-rates  approved by the Civil Aeronautics 
~ o a r d * )  . 

The principal comparative figures which have been quoted a r e  given in 
Table 11, 

On the bas is  of the foregoing analysis, regional a i r  t ransport  in the 
European-Mediterranean a r e a  would appear to represent  a very special case  
in commercial  aviation, We shall  now consider how conventional o r  new 
methods of co-operation a r e  being applied to it. 

* The data summarized in the las t  three paragraphs a r e  given with many 
others ,  together with par t iculars  of their source, in  IFTA Research  
Paper  No. 201: Ai r  Transport  in Europe and the United States Compared 
(May 1951). 
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CARTE 1 V  MAP 1V CARTA 1 V  

r 

PENETRATION DU TERRl  TO l RE DES ETATS-UN I S PAR L E S  COMPAGN l ES 
DE LONG-COURRI ERS EUROPEENNES ( E t 6  195 1 )  

LONG-HAU, ROUTES PENblRATING INTO U.S .  TERRITORY ( S u m m e r  1 9 5 1 )  
(EUROPEAN A I R L I N E S )  

ENTRADA EN E L  TEHRITORIO DE LOS ESTADOS UNIDOS DE LAS LINEAS 
AEREAS EUROPEAS DE TRANSPOSTE A LARGA DISTANCIA ( V e r a n o  1 9 5 1 )  

. . - . - - - . -  X . L  M. 

- - - -- - B O.A.C. 
-------------,, SABENA 
---.-.-1-.-.-.-.-.-.-- S w l s s a ~ r  
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CARTE V M A P  V CARTA V 

PENETRAT l ON DU TERR l TO l RE EUROPEEN PAR LES COEdPAGN I ES 
DE LONG-COURR I ERS DES ETATS-UN I S  ( E t 6  1951 ) 

LONC- HAUL ROUEZS PENETRATING INTO EUtZOPEAN TERRITORY (Summe r 1 95 1 ) 
(U.S. AIRLINES) 

ENI'RADA EN E L  T E R R I I ' O R I O  EUROPE0 DE L A S  LIIVEAS AEREAS DE LOS 
ESTADOS UNIDOS DE TRANSPORTE A LARGA D I S T A N C I A  ( V e r a n o  1951  ) 

1 .  F.T. A. -12151. Ca.215 
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LENGTH O F  ROUTES 

TABLE I1 

COMPARATIVE AIR T U N S P O R T  
DATA IN EUROPE AND U , S . A .  

DAILY AVAILABLE 
SEAT-KM 

AVAILABLE SEATS-KM 
PER ROUTE-KM 

AVERAGE ANNUAL 
INCOME P E R  HEAD 

UNITED STATES 

58# 000,000 
seat-km 

EUROPE 

11,700,000 
seat-km 

390 seat-km 39 seat-km 

$1500 p e r  head $340 p e r  head 

RATE P E R  KILOMETRE 13 f r .  - 1st  c l a s s  20 fr, - 1st c l a s s  
10 f r .  - 2nd c l a s s  

~ t ' ~ x c h a n ~ e  a t  D e c ,  '51 ( F r .  1 = U. S. { 0 .2857)  

3.73{ - 1st  c l a s s  5 .71$ - 1st c l a s s  
2.869! - 2nd c l a s s  
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CHAPTER I1 

COMMERCIAL AGENCY AGREEMENTS 

Under the general heading of commercial agency agreements  a r e  in- 
cluded a l l  agreements  under which the air l ines conduct, on each othext s 
behalf, the various operations relating to traffic promotion, ticket sa les  and 
handling of traffic on their  connecting routes, These agreements  include 
both bilateral agency agreements  and standard agreements  drawn up by IATA, 
the par t ies  to which undertake to honour certain of each o the rBs  transporta- 
tion documents, in o r d e r  to facilitate movement of traffic to  its destination. 
Although the lat ter  case  does not actually constitute an agency, i t  neverthe- 
l e s s  fal ls  within the general programme of facilitation of operations which 
the a i r l ines  have agreed to  implement by using co-operative methods. The 
detaiied provisions of ik~ese  agreements  a r e  very significant, particularly a s  
regards  the type and extent of co-operation desired. In the long run, the 
effectiveness of such co-operation depends, essentially, on the policies of 
the a i r l ines  themselves,  which have complete freedom in this field, In this 
connection, the position of the European air l ines is in sharp contrast with 
that of the air l ines in the United States, where the administration itself . 

controls co-operation between the operators.  This point will be refer red  to 
again and il lustrated by a concrete example in the course of this chapter, 

Before the war,  it was current  practice for one air l ine to  validate 
tickets of another, although such validation was not covered by any formal  
agreement.  However this was generally associated with more  extensive 
co-operation in the field of commercial  representation and ground services.  

Today, two main factors  modify the nature of this mutual assistance. 

The first of these, a technical one, is the development of aviation 
itself, which has necessitated increased specialization by the various 
services.  

The second, an  economic one (but essentially a political one, as is 
well known) i s  the intensification of international competition, whish has 
driven the a i r l ines  to define these various fo rms  of mutual assis tance in 
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more  prec ise  and formal  contracts,  a t  a t ime when they a r e  endeavouring 
to find means of co-operation recognized a s  essential .  

Today, a s  a resul t  of these new circumstances, different types of 
agreements  a r e  being concluded, which make it possible to  draw a distinc- 
tion between the various types of assistance; such distinction being either 
between the different types of agreement,  o r  within one agreement. 

Thus when an air l ine entrusts  i ts commercial  representative to another 
airl ine, it very often specifies whether such representation shall  cover a l l  
types of traffic handled and sold, o r  whether it shall be limited to certain 
types of traffic,  for  instance, to regional traffic only, and exclude trunk 
route traffic. 

However, this mutual assis tance between operators ,  although now m o r e  
clearly marked and m o r e  formally approved, represents ,  just a s  it did in 
the past,  only subsidiary operational aspects of the overall  a i r  t ranspor t  
picture. It will be noted, therefore,  that the a i r l ines  continue to a grea t  
extent to combine the agreements  which they eonclude and which mee t  their 
essential  needs, and this in spite of the discriminations allowed under the 
present  system, which a r e  justified, in eertain cases ,  in the eyes of the a i r -  
l ines,  by the increased competition. Conditions today a r e  just a s  if, with 
a need for  co-operation just a s  imperative a s  it was in the past,  the opera tors  
had had to provide themselves with additional protection. 

In the f i r s t  pa r t  of this chapter we will study current  pract ices in con- 
nection with the actual machinery of general traffic agencies, i. e . ,  agencies 
governed by bilateral agency agreements,  together with the resul t s  of, and 
the problems c o n ~ ~ e c t e d  with, such activity, 

The second pa r t  will consist  of a s imilar  analysis of the interline 
traffic agreements,  bilateral agreements,  and standard agreements  prepared 
by IATA. These agreements  define the inter-availability of transportation 
documents betwe en companies. 

A. - AGENCY AGREEMENTS 

1. - OPERATION 

I 
F o r  operators ,  commercial  agencies present  the problem of organizing 

their relations with the intermediaries (agencies) performing the following 
operations: traffic promotion, centralization of reservat ions and ticket sales.  
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In practice,  the question of the choice of the agency to  be appointed 
commercial representative is solved in two ways. 

First case  

The foreign company with which the represented company has concluded 
a General Agency Agreement i s  required to c a r r y  out a l l  the commercial  
operations of the represented company: traffic promotion, reservations, 
ticket sales ,  checking of freight, and administrative services  (accounts, 
statistics, etc.). In this  case,  the sub-agencies ( t ravel  agencies o r  offices, 
specialized or  otherwise) must,  under the t e r m s  of-the agreement,  be 
selected by the representing company. The repres;nted company r e s e r v e s  
the right, however, to disapprove the selection of any such agent. If the 
appointment is approved, it is the representing company which concludes the 
necessary contracts with the sub-agents. 

Second case  

In this case,  the foreign company appointed a s  General  Agent is not 
given responsibility for  conducting a l l  the commercial  operations of the 
other. F o r  example, the represented company may  rese rve  for itself the 
handling of long-haul traffic. In such case  the represented company itself 
appoints agencies, intermediaries ,  forwarding agents, canvassers ,  etc. for 
this type of traffic. In addition, i f  warranted by the importance of the loca- 
tion, i t  can itself establish an office for  i t s  commercial  services.  

The appointed agency o r  air l ine office which is established is thus 
required to handle the reservat ions end of the long-haul passenger business,  
which is the main one, since it ensures the represented company the c a r -  
riage of this traffic. Once a reservation i s  made, transportation may  be 
sold, and generally i s ,  using the forms employed by the representing com- 
pany which, i n  a l l  other  ma t t e r s  (including reservat ions and regional traffic 
sales,  i f  the represented company has  reserved fo r  itself the long-haul 
traffic) ac t s  a s  General  Agent for the represented company. 

The sys tem of payment for commercial  agency services  is a s  follows: 

Under the regulations laid down by IATA, the agencies collect a com- 
mission which is a percentage of the sale  price of the car r iage  involved. 
The commissioas a re :  

- The Travel  Agency Commission (reservat ions and sales):  
passengers:  7.5 p e r  cent; freight: 5.5 per  cent; 

- The General  Agency Commission (overriding commission): 
2.5 pe r  cent.. 
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Where a ticket has  been sold by the representing company acting both 
a s  General Agency and Sales Agency, the represented company pays the agency 
both commissions on the ticket, the Travel  Agency C.Dmrnission ('7.5 p e r  cent 
of the price of the ticket) and the General Agentss overriding commission 
(2.5 per  cent of the pr ice  of the ticket) making a total commission of 10 pe r  
cent. 

If the sale  is made by a different t ravel  agency appointed by the 
represented company, the representing company, acting a s  General Agent 
for  the other,  will collect the total commission of 10 per  cent,but will itself 
pay the 7.5 pe r  cent to the sa les  agency (=text of standard type Agency 
Agreement in Appendix I). 

2 .  - ADVANTAGES OF THESE AGREEMENTS 

Although we have no figures on the savings which can be effected through 
these agency agreements  (such data were  not supplied to  us) ,  it is nevertheless 
possible to analyze the m o r e  obvious reasons why such agreements  a r e  
extensively used today. 

The savings made by air l ines by appointing foreign a i r l ines  a s  their  
agents in the latter% countries a r e ,  f rom information we have received, 
mainly on the p remises  used and a lso  on staff. 

The pr ices  a t  which p remises  used for  publicity and sa les  purposes 
a r e  purchased o r  rented by the air l ines a r e  frequently high, since such 
p remises  a r e  usually located in the business centres  of cities. It is there-  
fore  to the advantage of air l ines to avoid such costs  by availing themselves 
of the assis tance which can be provided by the facilities of the foreign 
company on the spot. Even when representing companies do not give com- 
plete satisfaction to the opposite number they represent ,  the lat ter ,  for  the 
reasons we have indicated, often hesitate to repudiate the agreemmt. 

Certain savings on staff can usually be made. However, a s  we shall 
see, this aspect of co-operation does not r e s t  on very  sound foundations, 
since, even when they a r e  represented in foreign countries, the a i r l ines  
must  exercise a certain degree of control there,  which implies sending a 
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representative, generally with a staff of ass is tants  who will vary in number 
according to whether the air l ine concerned considers it necessary to retain 
authority over certain departments handling its interest  in certain fields, 
particularly that of long-haul traffic. 

3, - PROBLEMS AND DIFFICULTIES OF COMMERCIAL AGENCIES 

Many difficulties a r e  encountered in implementing traffic agency agree-  
ments. The main difficulties a r e  due to the following: 

a ,  - the existence of very strong competition in the field of 
long-haul traffic;  

b. - the possible inadequacy of the co-operative efforts of the 
air l ines;  

e .  - the effect, on the traffictpolicies of air l ines,  of inequalities 
in the means a t  their  disposal. 

a. - Competition in the field of long-haul traffic 

The a i r l ines  frequently appoint foreign companies to a c t  a s  their agents 
for regional traffic purposes; but they almost  always rese rve  thq long-haul 
traffic field for  themselves,  since, for most  European air l ines,  this traffic 
is their main source of revenue. In the circumstances, too much is a t  stake 
i f  promotion of this highly profitable traffic and ' i t s  sale  a r e  entrusted to 
representatives who can only be relied upon to  a certain extent. In most  
cases,  when operators  appoint a foreign national air l ine a s  general agent, 
it is not s o  much for  reasons  of economy a s  to neutralize the assis tance the 
lat ter  may  render  to  the other a i r l ines  i t  represents ,  In its own country, 
the national air l ine has m o r e  well established connections than have the 
foreign air l ines.  Through its knowledge of the language, customs, marke t s  
and a l l  the factors  direct ly o r  indirectly connected with a i r  t ransport  
activity, it has  an  unquestionable advantage, To the extent to which it 
gives certain foreign a i r l ines  which it represents  the benefit of these factors ,  
those a i r l ines  will have an  advantage over the others.  The feeling of dis- 
t rus t  which nevertheless prevai ls  among the represented companies with 
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regard to the impartiali ty of the representing company usually leads them to 
maintain their own agencies and sa les  promotion staff. The cost  of this has 
to be added to the commissions paid to the representing company. Thus, Air  
France ,  KLM and S a b en a have appointed S wissai-f a s  their general traffic 
agent in Switzerland for  both regional and long-haul traffic, but have never- 
thele ss set  up, in Zurich and Geneva, offices to handle their  long-haul 
ticket sales ,  Consequently, these sales a r e  effected inSwitzerland for Air 
France ,  KLM and S a b e n  a ,  both by these air l ines themselves and by the 
local company acting a s  their general agent, By thus maintaining a physical 
presence in the foreign country, the represented companies keep a close 
watch over their own interests ,  a s  they themselves admit*. 

F r o m  this point of view, therefore,  the general policies of the European 
air l ines show certain non-co-operative features,  It is a s  i f  there  were  an  
actual incompatibility between the co-operative formulae adopted and the 
in teres ts  of the a i r l ines  a s  long-haul o p e r a t o ~ s * * ~  

Table I11 gives a list of the ticket sa les  offices of European a i r l ines  in 
foreign countries of the European-Mediterranean Region for the yea r s  1950 
and 1951. The list does not include: 

1) Ticket sa les  offices of foreign air4ines, located in the 
offices of the national air l ine of the country concerned; 

2) Ticket sa les  offices a t  a irports .  

* "As was mentioned in our las t  Annual Survey, KLM continued to look 
af ter  its own in teres ts  in countries outside the Netherlands to an 
increasing extent in 1948 . . , (KLM Annual Survey for  1948, page 23). 

** Although it is not intended to list the pract ices to  which this competi- 
tion current ly gives r i s e  - which would lead us f a r  f rom our subject - 
it may  be recalled that certain airlines offer their long-haul passengers  
f r ee  transportation on the regional serv ices  feeding the starting points 
~f their  long-haul services.  Newspapers publish advertisements to 
this effect. 
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T A B L E  I 1 1  

Ticket sa l e s  offices of European a i r l ines  in  foreign countries* 

I Summer 1950 I Summer 1951 

SAS 
- Hellenic 

Athens Air  F rance  - BFA - BOAC - 
KLM - ALI - Swissair  - CSA - 
LA1 - Sabena - SAS - SALDE 

- LA1 - Swissair  - 

Base1 
Belfast A i r  F r a n c e  
Berlin Air  F r a n c e  - BEA - KLM - 

SAS - CSA - LOT 
- CSA - Cyprus 

i rways - KLM - Misra i r  - 

Brusse l s  ir F r a n c e  - BEA - CSA - 

Cairo 

Cologne 
Copenhagen 

Damascus 

Deauvill e 
Dublin 
Diis s eldorf 

Frankfurt  

Geneva 

Glasgow 
GUteborg 
~ r g n a d a  
Haif a 

KLM 
Air  F r a n c e  - LA1 - SAS - 
BOAC - KLM - Sabena - 
Swissair  
Sabena 
Air  F r a n c e  - BEA - KLM - 
Sabena 
Air  F rance  - BOAC - KLM - 
Misra i r  - SAS 
BEA 
KLM 
BEA - SAS - KLM 

Ai r  F r a n c e  - Sabena - BEA - 
KLM - SAS 
Air  F rance  - KLM - Sabena - 
SAS 
Air  F r a n c e  

Air  F rance  - CSA - KLM 

Helsinki IKLM - SAS 

SAS 
Ai r  F rance  - BOAC - Hellenic 
Air l ines  - LA1 
Ai r  F r a n c e  - BEA 
KLM 
BEA - KLM - Alitalia - Sabena 
SAS - Swissair  - Air F rance  - 
E l  A1 - LA1 - SAIDE 

I Air  F r a n c e  - BEA - LA1 - 
Swissair  - ALI 

A i r  F r a n c e  
Air  F r a n c e  - BEA - KLM - LOT 

Air  F r a n c e  - Alitalia - Misra i r  - 
KLM - SAS - Swissair  - ALI 

BEA - KLM 

Air  F r a n c e  - LA1 - BOAC - 
Hellenic Air l ines  - KLM - Sabena - 
Alitalia - SAS - Swissair  
Sabena - KLM - BEA 
Ai r  F r a n c e  - BEA - KLM 

Air  F r a n c e  - BOAC - SAS - KLM - 
Misra i r  

KLM 
Air  F rance  - BEA - SAS - Sabena - 
KLM - Aero  O/Y 
Air  F r a n c e  - JAT - BEA - KLM - 
SAS - Swissair  - Sabena 
Air  F r a n c e  - BEA - KLM 

Air  F r a n c e  - Swissair  
KLM 
B EA 
Ai r  F r a n c e  - KLM - LA1 - SAS - 
Cyprus Airways 
Sabena - BEA - KLM - Air  F r a n c e  - 
SAS - Swissair  - Aero  o/Y 
KLM - CSA - SAS 

- 

* F r o m  t 'Bradshawos International Air  Guide". 



30 ICAO Circular  28- AT/^ 

The offices l is ted in Table 111 therefore represent  expenditure incurred  
by a i r l ines  solely in o r d e r  that they m a y  be able  to se l l  their  own tickets,  but 
generally not those of their  competitors,  in the ci t ies  l isted. 

Summer 1951 

A i r  F r a n c e  - BEA - E l  A1 - 
KLM - M i s r a i r  - LA1 - SAS - 
Swissair  
A i r  F r a n c e  - BOAC - KLM - 
SAS - Swissair  
BEA - BOAC - Iberia - KLM - 
Sabena - Swissair  
Air  F r a n c e  - E l  A1 - KLM - Sabena 
Hellenic Air l ines  - SAS - Iberia 

BEA - BOAC - Air  F r a n c e  - KLM 

BEA 
Air  F rance  - Swissair  - KLM - 
Sabena 

Air  F r a n c e  - SAIDE - KLM - 
Sabena - SAS 
A i r  F r a n c e  - BEA - KLM - Sabena - 
SAS - Swissair  
KLM 
Air  F r a n c e  - Sabena - KLM - 
Swissair  
BEA - KLM 
Aer  Lingus - BEA - SAIDE - 
Swissair  - E l  A1 - KLM - Hellenic 
Air l ines  - KLM 
KLM 
Ai r  F r a n c e  - BEA - BOAC - 
E l  A1 - Hellenic Air l ines  - Iberia - 
KLM - SAIDE - SAS 

BEA 
Air  F r a n c e  - BEA - KLM 
KLM - SAS - Swissair  
Air  F r a n c e  - BOAC - KLM - 
Misra i r  - SAS 
Air  F r a n c e  - BOAC - KLM - LA1 - 
Hellenic Air l ines  - Sabena - SAS - 
Swissair  - LA1 - SAIDE 
LA1 - SAIDE 
Ai r  F r a n c e  - KLM - Sabena - 
ALI - BEA - SAS - Swissair  - .CSA 
Air  F r a n c e  - BEA - BOAC 
KLM - E l  A1 

Istanbul 

Je rusa lem 

Lisbon 

London 

Madrid 

Malaga 
Manchester 

Marsei l les  
Milan 

Munich 

Nice 
Nuremberg 

Oslo 
P a r i s  

P rague  
Rom e 

Salzburg 
Seville 
Stockholm 
Stuttgart 
T eh r  an 

Te l  Aviv 

Tunis 
Vienna 

Zurich 

Summer  1950 

Air  F r a n c e  - BEA - CSA - 
KLM - LA1 - LOT - SAS - 
Swissair  
BOAC - CSA - KLM - SAS - 

ALI - BEA - Iberia - KLM - 
Sabena - Swissair  
A i r  F r a n c e  - E l  A1 - KLM -- 
Sabena - SAS - Hellenic 
Air l ines  
Air  F r a n c e  - BEA - KLM - 
Swissair  

KLM - Sabena 

SAS 
KLM - Air F r a n c e  - Sabena - 
SAS * 

Air  F r a n c e  - BEA - KLM - 
SAS - Swissair  
KLM 
KLM - SAS 

Air F r a n c e  - BEA - KLM 
A e r  Lingus - BEA - KLM - 
Sabena - E l  A1 - Iberia 

KLM 
Air  F r a n c e  - BEA - BOAC - 
Iberia - KLM - SAIDE - SAS - 

Sabena 

Ai r  F rance  - BEA - KLM 
KLM - SAS 
Ai r  F r a n c e  - BOAC - KLM - 
SAS 
Air  F r a n c e  - BOAC - CSA - 
KLM - Misra i r  - Sabena - 
SAS - Swissa i r  - LA1 
LA1 
Ai r  F r a n c e  - BEA - KLM - 
SAS 
Ai r  F r a n c e  - E l  A1 -, KLM 
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On comparing, in  the above table, the position in 1950 with that in 1951, 
i t  will be noted that the number of a i r l ine  sa l e s  offices a.broad has  increased. 
The tendency would therefore  appear  ta have been towards non-ca-operation 
and the a i r l ines  would Appear to have been somewhat dis t rustful  of foreign 
competitors,  even when these were  their  general agents. Some recent ly 
established companies a r e  indicating by such action their  intention to  gain a 
foothold in the regional traffic m a r k e t  (El A1 ): but this  individualistic 
policy is a l so  to  be  noted among the older  companies which a r e  f i rmly  
established in that market .  This  is part icular ly apparent in the case  of 
Swi  s s a i r  and BEAC, the number of whose offices abroad increased r e s -  
pectively f r o m  8 to  18 and 16 to 24,  Between 1950 and 1951 the total  number 
of offices increased  f r o m  159 to 196, i. e. by 23 p e r  cent, 

Table IV below shows this t rend in detail. 

TABLE IV 

Increase  in the number of sa les  offices 
of European a i r l ines  in foreign countries between 1950 and 1951 

KLM 
Air F rance  
BEAC 
SAS 
Swis sair 
Sabena 
Italian Air l ines  
BOAC 
CSA (Czechoslovakia) 
E l  A1 
SAIDE 
Mis ra i r  
Iberia 
Hellenic Air l ines  
LOT 
Aer  Lingus 
Cyprus Airways 

A e r o  O/Y (Finland) 
JAT (Yugoslavia) 

Total 

Summer 
195 1 

37 
3 0 
2 4  
19 
18 
14 
14 
10 
2 
6 
5 
4 
3 
4 
1 
1 
1 
2 
1 - 

19 6 

Summer 
1950 

34 
26 
16 
21 

8 
12 
9 
8 
8 
3 
i! 
3 
3 
2 
2 
1 
1 

- 
159 

Percentage 
increase  

23 % 
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b, - Inadeauacv of the co-operative efforts of the air l ines 

Moreover, disagreement is not restr icted to  the long-haul field, 
Experience shows that it sometimes occurs  in connection with regional t raf-  
fic, resulting in total o r  part ial  repudiation of the agreement  in force, For  
instance, BEA and Sw i s s a i r, who were par t ies  to a reciprocal  agency agree-  
ment covering both passengers  and cargo, ear ly  in 1951, denounced those 
sections of the agreement  relating to  passenger-traffic, The Bri t ish company 
has since opened its own offices in Zurich and Geneva, while Swisszlir soon 
after opened its own in London, Manchester and Glasgow. * 

In the case  of two other European companies, the same part ial  denuncia- 
tion occurred, but this t ime in respect  of the cargo agency. In both cases  the 
represented company mus t  have considered the efforts of the representing 
company to be inadequate, 

c. - Disparities in the available resources  of the a i r l ines  

Finally, special difficulties may a r i s e  where agency agreements  a r e  
concluded between companies of unequal resources  o r  divergent traffic policies. 

One air l ine may  consider that ample resources  mus t  be used to a t t rac t  
and hold customers.  Such a policy may be dictated by ambition or  by a belief 
that efficiency is the overriding consideration, In s o  doing, however, an  a i r -  
line may be  acting in keeping with the scope of its operations; i f  its resources  
a r e  grea ter  than those of an air l ine in a neighbouring country, it will have 
grea ter  available marginal  capacity, which may be consistent with its 
operating programme. It will devote to the commercial  side of its operations 
a budget half again a s  la rge  a s  that of i ts  l e s s  powerful par tners  o r  even 
larger .  In the distribution of traffic stops within jointly served ter r i tory ,  
varying traffic policies will clash. In such cases  co-operation can be main- 
tained only a t  the cost of an almost  constant sea rch  for  compromise, 

Bo - INTERLINE TRAFFIC AGREEMENTS 

1, - BILATERAL AGREEMENTS 

When passengers ,  baggage o r  cargo a r e  car r ied  on the services  of 
several  companies between their point of departure and their final destination, 

JF tSFlightQlp 25 January 1951, p,  11 1. 
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it is in the interest  of a l l  the companies concerned to simplify formali t ies  and 
to reduce the number of documents required. This programme of simplifica- 
tion or ,  to use the customary t e rm,  "facilitation", requi res  air l ines to honour 
each other1 s transportation documents. The so-called interline traffic agree-  
ments  sanction this obligation and lay down detailed procedure for its implemen- 
tation. 

We would reca l l  that this exchange pract ice was current  before the war.  
When applied again in commercial  aviation a f t e r the  war,  the formula was 
f i r s t  of a l l  the subject of bilateral agreements between companies. Table V 
gives an idea of the extent of the use of this type of agreement. It shows the 
interline bilateral traffic agreements  concluded between the domestic air l ines 
of the United States and the international air l ines (including the major  inter- 
national a i r l ines  of the United States). Although it deals  with cargo alone, 
which is only one category of traffic, the table indicates the need met  by the 
interline agreements  on long-haul networks. In this case  the bilateral agree-  
ments  facilitate shipment of cargo between the continental t e r r i to ry  of the 
United States and other world points served by the major  international air l ines.  
Obviously, the advantage of these agreements  for  the international long-haul 
companies other than those of the United States (the European companies which 
a r e  of mos t  concern to us here) ,  is a l l  the greater  in that the lat ter  companies 
do not have access  to  the  United States' interior,  The development of interline 
agreements  therefore appears  to  be very  directly related to the present  
national partitioning of a i r  space. 

2. - THE STANDARD IATA AGREEMENTS 

The International Air  Transport  Association (IATA), considering the 
interline exchange of transportation documents to be a basic  factor in com- 
merc ia l  operations, has  endeavoured to establish a standard form which can 
be adopted by the individual a i r l ines  i f  they so  desire .  This is the purpose 
of the agreement  known a s  the "IATA Interline Traffic Agreement", the text 
of which was published on 18 June 1948, the agreement  itself becoming 
effective on ,9 July 1948. 

The other standard agreement  m o r e  recently drawn up by IATA 
(30  December 1950) extends the facili t ies provided by the previous agree-  
ment to cover passengersg baggage. It is called the Interline Baggage 
Agreement. This agreement  is additional to the Interline Traffic Agree- 
ment  and applies only between companies which a r e  already par t ies  to that 
Agreement. 
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Bila tera l  Inter l ine Traf f ie Ameements (~aslro) * 
Domestic a i r l i n e s  of the United States and fn terna t ioml  a i r l ines  

The symb~l x signif ies:  pasty to an in ter l ine  agreement 

* From ""Air Shipping DigestW",2 %krch 1951, 
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a. - Main provisions of these a ~ r e e m e n t s  

1) The Interline Traffic Agreement 

The main provisions of this agreement  can be summarized a s  follows: 

The text includes a single :Whereastt  clause a t  the beginning 
indicating the des i re  of the par t ies ,  which is Itto enter i n t ~  arrange-  
ments  under which each may se l l  transportation over the routes of 
the other s I t  . 

In the f i r s t  p a r t  a r e  defined the t e r m s  used: ticket, exchange 
order ,  consignment note, issuing airline, carrying airline, t rans-  
fer r ing  air l ine (air l ine which effects t ransfer  car r iage  over inter-  
mediate route segments),  cargo, baggage,. tar i ffs  and sale. 

Then follows a provision governing the various types of opera-  
tion: issuance o r  completion by the issuing air l ine of tickets, exchange 
o rde r s ,  consignment notes and a l l  other documents provided for in 
regulations applied by the carrying airline and which the lat ter  under- 
takes to honour. 

A Liability Clause exempts the issuing air l ine f rom any liability 
for  claims, demands, costs,  etc. ar is ing f rom the issue,  completion, 
o r  acceptance of transportation documents, which liabilities a r e  a s -  
sumed by the carrying air l ine,  except in the case  of gross  negligence 
of the issuing a i r  line; 

Other provisions govern the granting of commissions due on 
sa les ,  settlement, arbi trat ion and, finally the method of application 
to become a pa r ty  to the agreement.  

2) Interline Baggage Agreement 

This agreement  is intended Itto supplement the Interline Traffic Agree- 
ment in o rde r  to provide for through interline connecting transportation of 
baggagett. 

After f i r s t  defining various t e r m s  (originating c a r r i e r ,  connecting, 
c a r r i e r ,  stopover etc. ), the Agreement provides for  the methods of con- 
necting transportation of baggage by the connecting services  of the companies 
concerned in the various cases  which m a y  a r i s e  in practice: stopover en 
route, increase  in weight of baggage en route, l iabili t ies incurred, etc. 

b) Advantages of interline agreements  and problems associatedtherewith 

The advantages of the interline agreements  benefit both the u s e r s  and 
the operators ,  it being in the interest  of both to simplify formalities.  F r o m  
the point of view of the user ,  this problem was being solved in what appeared 
to be a sat isfactory manner by means  of the many bilateral agreements  
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concluded between air l ines,  Table V above shows the growth of these agree-  
ments.  Bilateral agreements,  however, impose on the air l ines a heavy 
administrative burden which standardization of agreements  tends to alleviate.  
It is therefore the a i r l ines  which benefit most  f rom the formulae established 
by IATA. 

On the other hand these formulae have not been adhered to by a l l  operators ,  
however. Table VI, below, lists the European par t ies  to the two comglemen- 
t a ry  I A  TA-  agreements  (traffic and baggage), It shows that these agreements  
have not me t  with g rea t  success in Europe, Doubtless this is part ly due to 
the fact that, in Europe, a regional traffic network is involved, practically 
a l l  the main traffic points of which a r e  served by a la rge  number of air l ines,  
In contrast with the t e r r i to ry  of the United States, of which foreign operators ,  
with certain exceptions, can only serve  the fringe, Europe offers a perfect  
example of an a i r  space which is accessible to both internal and external 
international c a r r i e r s ,  and consequently the necessity for interline sys tems 
is l e s s  felt. 

Interline agreements  a r e  of just a s  great  importance, however, on the 
over-seas extensions of the European network, i. e, , on the international 
long-haul routes. This  situation is brought out in Table VII which follows 
the one just mentioned. 

CONCLUSION 

In concluding this  chapter on commercial  agreements ,  it is necessary  
to s t r e s s  that these a r e  elementary forms of eo-operation which a r e ,  after 
all, a lmost  a necessity. Their main purpose is not to reduce competition, 
but rather  to bring into operation a pract ical  sys tem of obtaining revenues,  
mainly intended to reduce cornmereial costs,  while still a ssurning and 
accepting the existence of competition. Nothing demonstrates  this m o r e  
clearly than the obstacles encountered by these fo rms  of co-operation, in 
spite of IATAn s efforts to regulate and standardize interline agreements,  
The activities of a i r l ines  acting as agents for  one another, f a r  f rom con- 
tributing to general eo-operation, often appear to have been inspired by a 
des i re  to evade the control which it i s  desired to impose. This, in any 
event, is the conclusion to be drawn f rom facts  such a s  the following, r e -  
cently commented on in the aviation p ress ,  A check ca r r i ed  out ear ly  in 
1951 a t  Rio de Janeiro by an  IATA inspector revealkd that out of eleven a i r -  
lines whose activity a s  agents for  other air l ines o r  whose relations with 
t ravel  agents were supervised by IATA, ten had engaged in practices which 
contravened the IATA regulations, The most  usual fo rm of infraction was 
either an increase  in commission, or issue of t ickets f r e e  of charge o r  a t  
reduced ra tes ,  In South America in part icular ,  the financial situation makes  
it possible for international air l ines,  by playing on exchange ra tes ,  to take 
advantage of a l l  sor ts  of complex arrangements  which it is difficult to control. 
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TABLE VI ..-- -,.- 

S t a n w  Intsrllne Tgaff i c  Amement - 
and 

Standard Interline Ba~ggm Anreement (13 

Between Euro~ean Airlines (~une  1951) 

x :: parties to the Interline Traffic Agreement 

B : parties to  both agreements 
. --; ur :{'fr~r;~alakI~-) r 

? .- 
TA Portuguese~ 1-L-i 

r- 
Swis S+~,,~-X, 4 

(25 A. (CZ*&OSIQ~ z&i 

A~ab Airways (Tram j ord  . 

-- ---- -- .--=-. 

(1) &g IATA Interline Agreements 
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However, LATA has  recent ly been studying the possibility of setting up m o r e  
effective machinery to obtain s t r i c t  compliance with regulations in this field; 
(Investigating Committee on Travel  Agencies. ) 

These resu l t s  a r e  sufficiently indicative of the freedom taken advantage 
of and, in fact,  abused by a number of operators ,  in the absence of an  
adequate controlling authority which would be exercised either nationally o r  
internationally. In this connection, therefore,  it is necessary  to reca l l  the 
contrast  mentioned in the introduction to this chapter between this type of 
situation and that prevailing in cer ta in  countries where the civil aviation 
organization involves control of the opera tors  by the competent government 
administration. Thus, in the United States,  the Civil Aeronautics Board has  
opposed a rec iproca l  international agency agreement ,  implementation of 
which it considered to be incompatible with a basic  principle of United States  
a i r  t ranspor t  policy. * 

- 

* Under the proposed rec iproca l  agency agreement  between Air  F rance  and 
United Air l ines  of the United States,  Ai r  F rance  would pay United a 
commission of 10 p e r  cent on a l l  transportation sold by United for  a i r  
t ransportat ion a c r o s s  the North Atlantic and 7.5 pe r  cent on a l l  other 
transportation routed over Air  F r a n c e ' s  routes.  United would pay 10 p e r  
cent commission on transportation sold by Air  F rance  over  United in 
connection with flights over the North Atlantic route of Air  F rance  and 
7.5 p e r  cent for  domestic transportation sold by Air  F rance  over United 
routes.  

The CAB declared  its intention to  oppose such an ar rangement  because it 
would give an incentive to the American a i r l ine  concerned to favour t raff ic  
of a foreign company a t  the expense of competing American air l ines .  
(American Aviation - 1 June 1947,) 
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CHAPTER III 

GROUND SERVICES AGREEMENTS 

The category of so-called sfhandlingo' agreements i s  intended to reduce 
the expenses of air l ines a t  airports  and a t  city terminals .  The operations 
which a r e  covered by these agreements a r e  partly commercial and partly 
technical, 

A. - Most of the handling agreements currently in force a r e  
bilateral;  either one of the two parties to the agreements undertakes 
to provide services  on behalf of the other,  or  else the undertaking i s  
reciprocal.  

B. - There is one instance where the provisions of bilateral agree- 
ments coverilicr handlina at a particular traffic point have been standard- 
ized: This is the case of the 'transatlantic a i rpor t  a t  Shannon. The 
standardized agreements ape nevertheless the subject of bilaterall con- 
t rac ts  between the handling company, Aer Lingus, and the companies 
for which it ac t s ,  

C, - Airport handling between KLM, Sabena and Swissair is 
covered by a special a ~ r e e m e n t  entitled the "Beneswiss Agreement". 
These three airlines have agreed to apportion among each other a t  a 
certain number of airports  inside and outside Europe the responsibility 
for maintaining stocks of spares  a s  well a s  engineering services.  In 
this chapter will be considered co-operative measures  taken withregard 
to the latter services,  while provisions regarding stocks of spa res  will 
be studied in the next chapter which deals with technical co-operation 
agreements,  

D. - One handling agreement, concluded between a certain number 
of European airlines whose routes serve  German terr i tory,  i s  of particular 
interest  in view of i ts  clearly multilateral nature, which makes i t  possible 
to eliminate the discriminations and abuses inherent in  bilateral agree- 
ments.  Its effectiveness f rom the point of view of economy has been so  
evident that the participants a r e  now seeking means of making its use 
more  general, Outside the particular te r r i tory  in which it has been pos- 
sible to conclude this agreement, these air l ines have encountered the 
usual difficul.ties inherent in  the structure of European a i r  t ransport .  
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,A .  - STANDARD TYPE 
BILATERAL HANDLING AGREEMENTS 

1. - THE STANDARD TYPE BILATERAL AGREEMENT: 
PROVISIONS AND OPERATION 

The standard bilateral handling agreement includes the following pro- 
visions: 

a .  - a description of the handling operations to be performed; 

b ,  - a provision concerning payment and methods of settlement; 

e . - a liability clause ; 

d.  - an arbitration clause; 

e .  - an appendix listing the airports covered by the agreement. 

a .  - Handling operations 

Where one airline undertakes to ca r ry  out services for another a t  agreed 
airports,  the handling which i t  will perform for the latter is specified in the 
agreement between the two airlines in the following manner : 

1) Airport handling 

- operations involved in loading and unloading passengers, baggage, 
ca r  go and mail ; 

- assistance in the various arr ival  and departure formalities 
(cus toms, immigration, health, etc . ); 

- preparation and dispatch of traffic documents and aircraft  papers; 

- receipt and delivery of mail in accordance -with arrangements 
concluded with postal administrations; 

- provision of overnight accommodation and meals for passengers 
and crews of the operating airline, where necessary; 

- preparation, issue and receipt of messages concerning the opera- 
tions of the operating airline, in so far a s  this is not the responsibility 
of airport  adminis trations, and without any assumption of responsibility 
by the handling airline; 

- any necessary liaison be tween airport  administrations and crews, 
enabling the latter to avail themselves of navigation services (radio, 
meteorology, etc,  ); 
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- any special services which may be required for special flights, 
forced landings or  accidents; 

- cleaning of aircraft  cabins and galley equipment; 

- normal pre-flight servicing (filling up with water, fuel and oil, 
starting of engines, removal of chocks, e tc ,  ); 

- any necessary towing of aircraft  of the operating airline upon 
the airport;  

- taking of any steps necessary to ensure the safety of aircraft  of 
the operating airline while they are  at the airport ,  The handling airline 
undertakes to do i t s  utmost to ensure that aircraft  of the operating airline 
shall receive treatment a s  favourable a s  that given 0th r users of the P airport  (housing, picketing, towing and general protec ion). 

This list  is not exhaustive; any other services which may reasonably bie 
included under the heading of airport  handling may be added, 

2) City terminal handling 

All handling connected with arr ival  and departure of passengers 
(checking-in of passengers and their baggage, collection of excess bag- 
gage charges, etc , ), 

3) Ground transport of passengers and crews 

The handling airline provides automobile service between the city 
and the airport  for passengers and crews of the operating airline. Where 
the vehicles for the carriage of passengers a r e  not also able to c a r r y  the 
ctews, the handling company shall endeavour to place a special c a r  a t  
the disposal of the lat ter ,  

The question of vehicles for ground transportation ra ises  difficult 
financial problems for the airlines. It will be noted that it is frequently 
excluded~from the handling services and is covered by a separate arrange- 
ment. 

4) Customs clearance, storage in bond and cartage of cargo 

This service is performed by the handling airline just as  for i t s  
own cargo, 

5) Technical services 

The handling airline assumes responsibility, on behalf of the other 
airline, for everyday maintenance of the la t ter ' s  aircraft  while a t  the 



ai rpor t  (minor repai rs ;  provision of materials  and smal l  parts ;  purchase 
of necessary par ts  locally fo r  the operating air l ine) ,  The supplies thus 
provided to the operating company include only ar t icles  of current  use 
such a s  spark plugs, gaskets ete. The agmeement specifies that actual 
replacements parts, instruments and acees sor ies  will not be provided by 
the handling company except in very special eases  and then only on the 
basis  of a temporary Eoaw 

b,  - Pavment 

1) Payment for touchdown charges s o  called because they relate  
to a i rpor t  handling, including technical handling, performed every time 
the a i rcraf t  passes  through the particular base,  

The agreement includes a table of touchdown charges based on 
a i rcraf t  types and the type of base, Naturally these charges vary with 
the weight of the aircraft :  being higher a t  a terminal base than a t  a 
t ransi t  base and higher a t  a transit  base than at a technical base. 

Touchdown charges a r e  fixed by each airline on the basis of actual 
costs .  Naturally, they a r e  somewhat arbi t rary ,  It will be seen however 
thatthe aFbi&rary features do not appear in the multilateral agreement 
which uses a system of open accouqts instead of a table of touchdown 
charges,  

2) Ground transportation charges ('buses for passengers and crews 
between airports  and departure terminals) ,  These transportation charges 
a r e  generally based on a flat  ra te  f o r  the season, itself based on the 
number of touchdowns, making allowance for a certain number of empty 
tr ips of the buses for positioning purposes, 

3) Exar eptional provision of supplie s and equipment, and provision 
of accommodation and meals  for passengers and crews.  These a r e  
charged a t  cost  price increased by an agreed percentage to cover the 
overhead expenses of the handling company, 

c . - Liability clause 

This clause specifies that the operating airline assumes f u l l  responsibility 
for the maintenance and operations of i ts a i rcraf t  and exempts the handling a i r -  
line f rom ad1 responsibility for delays in transportation and for accidents of 
any type, except in the case  of gross negligence on the par t  of the la t ter ,  In 
the case  of positioning flights, storage and parking of a i rcraf t  at  the airport,  
the handling airline undertakes to safeguard the equipment of i t s  partner as i t  
would i ts  own, It assumes no liability, however, for damage o r  loss a s  a resul t  
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of the various handling operations. Similarly, the operating airline assumes 
al l  f i re  r i sks .  

d .  - Arbitration clause 

This clause provides for the appointment of arbi trators  by the a i r l ines ,  
In the event of excessive delay o r  disagreement, each of the part ies  may 
appeal to IATA, the Director General of which will make such appointment. 

e . - Lists  of airports  

Finally, the standard type bilateral agreement includes, in an Annex, 
a table of the airports  a t  which the services specified a r e  to be performed 
(see - specimen of a standard type ground service agreement in Appendix 11). 

2 .  - PROBLEMS AND DIFFICULTIES INVOLVED IN IMPLEMENTING 
BILATERAL AGREEMENTS 

a .  - Advantages 

The advantages of the handling dealt with here  a r e  essentially that i t  
reduces the necessity for the provision a t  certain points of a i rpor t  equipment, 
coaches, trucks, and cars, and that it reduces a i rpor t  expenses, (staff, ground 
transportation, rent  of offices and stores and overhead). 

Fo r  the following reasons it i s  difficult to determine exactly the 
financial benefits this system provides: 

1 )  Calculations cannot be based on a typical example because 
conditions vary considerably f rom one a i rpor t  to another in view of 
differences in the following factors: 

- volume of traffic; 

- type of traffic (passengers or  cargo); 

- type of a i rcraf t ;  

- equipment and facilities; 

- the cost of living in the countries concerned. 

2) The volume of traffic at a given a i rpor t  var ies  greatly f rom 
one season to another and the traffic flow a t  the various times of day 
i s  also subject to seasonal IEluctuation. These factors  have a considerable 
bearing on the performance of staff and on the cost  of ground transport- 
ation, 
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3) The capacity of staff and vehicles var ies  greatly f rom one 
air l ine to another, since it is based mainly on organization of work and 
the discipline of the a i rpor t  staff, This factor,  incidentally, is one of 
the main obstacles to the general conclusion of such agreements ,  since 
an air l ine whose staff, i f  trained to provide a higher degree of efficiency, 
will hesitate to conclude a poor bargain by signing a reciprocal  agree-  
ment with another air l ine which is less  well organized. 

4)  The flat  ra te  remuneration tables used between companies 
a r e  governed to a great  extent by a rb i t r a ry  decisions of each air l ine 
which frequently attempt to make a profit rather  than to reduce the 
handling charges of their partners*. 

5) The procedure whereby costs a t  each a i rpor t  a r e  compared 
both before and after the agreements  come into force  is likely to 
produce misleading resul ts ,  a s  traffic var ies  considerably f rom one 
year  to the next and the effect of this variation, which is difficult to 
determine quantitatively, leaves a great  deal to personal evaluation, 

6) Whatever the method employed, it is necessary,  in o rde r  to 
make effective use of i t ,  to analyze a i rpor t  handling accounts f rom 
year  to  year  and f rom season to season, and to compare them with 
traffic and schedule s tat is t ics ,  The air l ines,  however, a r e  particu- 
la r ly  unwilling to disclose such figure since they a l l  a r e  endeavourinq 
to make a profit on the services they provide to other airl ines.  
Publication of these figures would make such action very  difficult and 
would make discrimination impossible, Fur thermore ,  the work of 
analysis required to determine the financial benefits obtained f rom 
such agreements  would need a well-trained staff and would involve a 
considerable amount of work, For  this reason most  companies do not 
bother with it, On the other hand, it is fa i r ly  easy for them to estimatr 
the profits they make on their co-parties when they perform handling 
operations for  them. But even if each air l ine does make such profits, 
their overall  effect is negative since they increase the handling charge 
which the agreements  a r e  intended in principle to reduce. 

* ' \ .  . I t  is perhaps not always remembered that pa r t  of the work of this 
staff (of Swissair) ,  the ground service staff, consists in handling not 
only Swissair a i rcraf t ,  but also a i rc ra f t  of most  of the foreign a i r l ines  
whose routes touch Switzerland, You a r e  aware that these services  
provided to foreign a i r l ines  brought Swissair the amount of 4,412, 000 
f rancs  in 1949, This staff therefore pays its way financially.1t (Under- 
lining provided) [ F r o m  debate in Swiss Parl iament  on Swissair . "Bulletin 
st6nographique de lDAssemblCe f6dCraless. . Meetings of 25 and 26 
September 1950, page 49 1 ,  ) 
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Several European air l ines estimate that their handling costs  and 
commercial agency costs  represent  approximately 25 per cent of their total 
costs .  BEAC states  that the variable handling costs  of the Paris-London 
service represent  22.4 per cent of the total cost  of that service $ 0  If to 
this a r e  added the fixed costs9 a proportion f a r  higher than 25 per cent is 
obtained. Other European airlines state that their handling and commercial  
agency costs  a r e  much lower, some quote 12 to 15 per  cent. These enor- 
mous differences, doubtless partly due to the fact that al l  a ir l ines do not 
include the same categories of expenses in their handling costs ,  a r e  sufficient 
to indicate the unreliability of such estimates . 

In the United States,, on the other hand, some figures on ground 
service co-operation have been published in the aeronautical p r e s s ,  According 
to a statement by Mr.  Robert F, Six, President of Continental Airlines, that 
company made a saving of approximately 50, 000 dollars in 1947, thanks to 
an agreement with Braniff Airways Ine., covering eight a i rpor ts  in United 
States '  te r r i tory  which they both served,  The total expenses of Continental 
Airlines for  that year were 4,300 ,*qr00 dollars, of which 670, 000 dollars or  
16 per cent was for handling costs- . 

b. - Adequacy of means available for al l  handling services  

The adequacy of these means i s  the main factor contributing towards 
economy, staff being the most  important i tem. One airline, more  concerned 
with the quality than with the cost of i t s  a i r  services,  and having considerable 
means a t  i ts  disposalD will assign a large staff to handle its operations. If 
i t  concludes a reciprocal agreement with a l e s s  powerful company whose 
prime concern is economy, i t  runs the r i sk  of not obtaining a t  airports  served 
by that company the high quality services which i t  deems necessary.  These 
different views constitute a partial  explanation of the differences in handling 
fees  f r om one airline to another, which were mentioned ea r l i e r .  The dis- 
parity in the number of staff available may be further aggravated in the 
future by disparities in equipment (cargo loading and unloading equipment, 
equipment for air-conditioning a i rcraf t  cabins while on the ground, etc . ) (  
So long a s  there a r e  no generally accepted standards in this field, these dis- 
pari t ies  between air l ines will constitute a serious obstacle to co-operation, 
obstacle which can be overcome only through a re-grouping of the airlines 
into a smaller  number of companies of approximately equivalent strength. 
This problem of re-organization a r i s e s  a t  the present  time even in the United 
States where air transport has developed under the actual control of the federal 
authorities . 

* Estimation by Mr. P, Masefield, Braneker Memorial Lecture, February  
1951, '!The Journal of the Institute of Transports ' ,  March 1951, p. 96), 

** "Pooling of facilities pays offfs, Aviation Week, 17 May 1948, p. 54). 
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6 .  Disadvantages of the preferential system 

The total volume of traffic at  an airport is not the sole factor governing 
the number of staff and the equipment required to give efficient service. The 
distribution of touchdowns throughout the day is a t  least a s  important. During 
periods of heavy traffic there a r e ,  a t  almost all airports ,  peak hours during 
which a large number of touchdowns take place. The company acting a s  handling 
agent for several airlines will naturally tend to give priority to i t s  own aircraft  
and to those of airlines whose co-operation i t  deems more important. The 
regularity of the services of the other airlines will suffer a s  a result,  and the 
least powerful airlines will usually be the ones to suffer f rom such discrimina- 
tion. 

d.  - Difficulties arising f rom the dual nature of handling services 

These services come partly under the technical operations departments 
and partly (traffic handling) under the traffic departments. 

The former services include a i rc ra f t  servicing and, sometimes, 
navigational control during flight in the neighbourhood of the airport .  The 
latter services include those required for passengers and cargo. Discussion 
and drafting of the various provisions of handling agreements therefore concern, 
in each airline, both the technical and commercial departments (not to mention 
the administrative department, where accounting problems a r e  involved). 
These two aspects of the problem have led airlines to establish a so-called 
"operations" department responsible for co-ordination of all  these services.  
In discussing handling agreements,  such a combined department is obviously 
a great advantage a s  compared with departments which spee'ialize either 'in 
operations or in commercial traffic. Airlines which have formed such a 
department a r e  at  a considerable advantage in negotiating co-operative agree- 
ments. 

e .  - Effect of handling agreements on passenger recruitment 

Where one airline ca r r i e s  out various departure station formalities on 
behalf of several  others, such a s  checking of tickets and a i r  waybills and 
customs handling, that airline gains a certain amount of useful information 
concerning the clientele of other airlines. It may be tempted to use this-infor- 
mation either for i t s  own purposes o r  for those of certain airlines with which 
it may have certain relations, such as,  for instance, an arrangement to send 
via their services transi t  passengers who have no special preference for any 
particular company, This constitutes a possibility of discrimination which it  
would be surprising to learn no airline had made use of in the present atmos- 
phere of keen competition. 
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f .  - The language problem 

One of the most important handling services i s  that dealing with flight 
responsibility. The service responsible for this aspect of handling must  
keep in constant touch with any aircraft  flying to o r  away f rom the airport ,  
for which it i s  responsible, in order  that i t  may be able to give i t s  pilots- 
in-command any necessary instructions . Since this service i s  of prime 
importance to safety, no airline will leave the responsibility for  it to another, 
in whose agents i t  has not full confidence in this particular field. In Europe 
this question ra i ses  the problem of languages, a s  radiotelephony is used fa r  
conversations between a i rcraf t  commanders and a i rpor t  officials, This r a i ses  
an additional problem in the case of airport  handling between companies of 
different nationalities. Only the more  powerful companies can bear the cost 
of training crews and airport  representatives in handling the problems of a i r  
traffic in a reas  of heavy traffic density, This training must  include special 
attention to the question of languages. It will readily be appreciated that co- 
operation between European air l ines in the provision of ground services can 
never be complete until a satisfactory solution to this importaqt problem 
has been found. 

g.  - Heavy traffic a i rpor ts  

Once the number of touchdowns per day of an airline is sufficient to 
occupy a team of a i rpor t  agents more  or l e s s  fully, that airline may find 

' little advantage in entrusting i t s  handling to another company. This is 
particularly true if  the lat ter  also has  a considerable volume of traffic, 
because i t  will then inevitably devote i ts  main efforts towards its own traffic 
and tend to neglect that of the airline which i t  should be assisting. This will 
occur,  for  instance, a t  a i rpor ts  such a s  those of P a r i s  and London. The 
attempts at co-operation made in the United States,  and which were mentioned 
ear l ier ,  would s eem to lead to the same conclusion. According to statements 
of competent authorities, * joint handling operations have proved most  
effective a t  small  a i rpor ts  and a t  intermediate stops on major  a i r  routes, 
which a r e  served by severa l  companies with a frequency of one o r  two round- 
t r ip  flights per  day, However, a t  the major continental a i rpor t  of Kansas 
City, where Continental Airlines and Braniff Airways Inc. had combined their 
reservat ions , sa les  and a i rpor t  handling services ,  the resul ts  were sufficient- 
ly  unfavourable to induce the participants to give up this co-operation after a 
period of a year .  

h. - Difficulties ar is ing f rom legislation in  certain States 

Astonishing a s  i t  may seem,  there a r e  States whose legislation forbids 
the national airline to give assistance to foreign companies. This is true, in. 
the European-Mediterranean Region, in the case of Egypt and Is rae l .  ( Other 
examples a r e  the regulations of the Union of South Africa and of the Por t  of 
New York Authority, ) 

* Aviation Week, 17 May 1948, p,  54 op, c i te  
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B . - A PAR TICULAR CASE OF BILATERAL 
GROUND SERVICE AGREEMENTS 

THE SHANNON AGREEMENTS 

Shannon Airport, in Ireland, just a s  Gander, in Newfoundland, was 
essential during the first years  of operation of the transatlantic services. 
owing to the inadequate range of the aircraft  used. This airport  was therefore 
established and operated a t  considerable expense by Ireland, which country, 
in return, requested those States with which it had concluded bilateral a i r  
transport agreements to undertake to use Shannon in order to guarantee Ireland 
sufficient revenue to maintain the airport  in operation. The following nine 
airlines therefore concluded bilateral agreements with Aer Lingus, entrusting 
that company with their handling a t  the airport: Air France, BOAC, KLM, 
LAX, PAA,Sabena ,  S w i s s a i r ,  TCAand TWA. 

Until recently, these agreements, which were concluded a t  different 
dates, differed from one another either a s  regards the services they covered 
or a s  regards their detailed implementation provisions. This gave r i s e  to 
serious complications for the handling company both in organizing the services 
arid in keeping separate accounts. Aer Lingus finally succeeded in standard- 
izing these on the following basis: 

1) Passenger service: assistance to passengers on arr ival  and 
departure; hotel arrangements, etc. ; 

2) Traffic counter service: assistance of passengers through 
customs, immigration and health controls; carrying of baggage; inform- 
ation, etc. ; 

3) Aircraft traffic documentation: manifests, consignment notes, 
aircraft  customs documents; 

4) Aircraft loading and unloading: transportation of baggage and 
cargo from aircraft  to terminal or  t o  s tores;  

5) Cabin cleaning; 

6) Mail: Transportation of mail from airport  post office to 
aircraft  and f rom one aircraft  to another; preparation of any documents 
required; 

7) Cargo handling: preparation of any documents required; 
clearance and forwarding of cargo to Ir ish destinations, on request; 
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8) Por te r  service; 

9) Catering: meals on the ground provided by Shannon Airport 
restaurant; a i r  e r  aft meals supplied by the Airer  aft Catering Organization 
attached to the airport  restaurant; 

P O )  Accountancy: dispatch to the operating company of al l  docu- 
ments relating to the servtces rendered, provided such doeuments a r e  
for accounting purposes only and not for statistical or  other purposes. 

A comparison of these provisions with the standard bilateral agreements 
described above reveals an importan"Jdiffer ence: the Shannon agreements do 
not include any services which a r e  of a truly technical nature. Normal pre- 
flight and maintenance services a r e  excluded, as are ,  for even more  obvious 
reasons, major repairs  which might require spare parts .  It  is readily under- 
standable ?hat the handljng aarline; in this gariieulaP case, is not in a position 
to provide the assistance required for the many long-range aircraft  operating 
on this route, a s  these require a very specialized staff (Lockheed Constella- 
tion, Douglas DC-6 and Boeing Stratocruiser),  

This standardization of agreements represents a step forward, not only 
because it simplifies a very complex system, but also because it has the effect 
of eliminating discrimination, which can be practised with far  greater facility 
when the agreements differ, 

The Shannon agreements nevertheless have certain arbi t rary  features, 
since the methods of payment a r e  determined by the handling company and the 
operating airlines do not have access  to the accounts for these services. As 
will. be seen later,  only a multilateral agreement can completely eliminate 
arbitrary features and discrimination, and it alone can provide the full co- 
operation which is aimed at ,  

C. - TECHNICAL HANDLING 
UNDER THE BENESWISS AGREEMENT 

The use by Sa b e n a  , Sw i i s a ir and KLM of aircraft  of similar types 
(Convair 240, DC-3, DC-4, and DC-6) has led these airlines to seek some 
method of technical eo-operation, FOP the last two years they have been 
endeavouring to perfect a system based on an allocation among the three 
airlines of a certain number of airports a t  which the responsible airline will 
provide, for the benefit of all  three: 

- a stock of spare parts;  and 

- a ground mechanic service, 
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Their efforts have resulted in  the conclusion of two agreements  commonly 
known a s  plBeneswiss Agreement I" and "Beneswiss Agreement 11". 

Beneswiss Agreement I, which was concluded in 1949, covered only one 
type of a i rcraf t ,  the Convair, hence the name ffConvair Agreement" by which 
it was also known. The provisions of this agreement applied, however, to a 
certain number of European a i rpor ts  only. 

Beneswiss Agreement 11, which replaced the previous one in  June 1951, 
extends the provision of these services,  both to the three other a i r c ra f t  types 
used by the participants (DC-3, DC-4 and DC-6), and to certain a i rpor ts  
out side Europe. 

'We will l imit ourselves he re  to a description of the provisions of 
Beneswiss Agreement TI which may be  considered a s  an improved version of 
Beneswiss I. 

In this chapter, dealing with ground services,  only co-operation in the 
ground mechanic service will be  considered. 

1. - OPERATION 

a.  - Assignment of a i r ~ o r t s  

The Beneswiss ground mechanic service operates  only a t  bases  outside 
the8metropolitan t e r r i to ry  of the three  airlines*. At Amsterdam, Brusse l s  
and Z ~ r i c h ,  these services  a r e  provided by the national airl ine to its pa r tne r s  
under the bi lateral  handling agreements  in force. 

The ground mechanic serv ices  provided under the t r ipart i te  agreement 
were initially assigned between the a i r l ines  on the fa i res t  possible basis ,  
taking into account the means of the companies and the use  they make of the 
bases.  The distribution is modified periodically according to  seasonal or  other 
requirements sf their operations, but it may a lso  vary  according to the staff 
available to  the participants. During the summer of 1951 (15 Apri l  to 22 
October), this distribution was a s  follows (m also Map VI): 

" There is only one exception to this  principle: Geneva, where a ground 
mechanic serv ice  is provided by Sw i s s a i r  under the Beneswiss Agreement. 
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It will be noted that this list includes only European bases.  Under a 
recent decision, Sa b e n a is to provide, f rom October 195 1, ground mechanic 
service a t  Cairo, Gander, Tripoli and New York. Additional services a r e  
a t  present  under consideration. 

SABENA 

Nice 

Milan 

Dtisseldorf 

Owing to  the fact that this is a specialized service for specific a i rcraf t  
types, shoyld one of the air l ines decide to  withdraw its mechanic f rom a base, 
the service must  be provided by joint agreement by  one o r  other of its par tners .  
Thus, for  instance, the three  a i r l ines  a r e  a t  present  conducting negotib'tions 
for the replacement of the mechanic a t  Copenhagen (which base was a s  signed 
t e  Swi  s s a i r  in the summer  of 1951), by a mechanic f rom KLM o r  Sabena. , 

At each base the services  l isted in the agreement  may  be provided by 
one, two o r  three mechanics according to  the requirements  and the capacities 
of the air l ines.  The assignments for  the summer  of 195 1 a r e  shown in the 
map. 

SW ISSAIR 

Copenhagen 

P a r i s  

Hamburg 

Geneva 

b. - T m e  of services covered bv the agreement  

KLM 

Stockholm 

Munich 

Frankfurt 

Rome 

The ground mechanics a r e  responsible for  providing two types of service: 

- ordinary a i rc ra f t  servicing; 

- exceptional servicing. 

Ordinary a i rc ra f t  servicing is defined a s  follows in the agreement  
(section 5): 

The mechanic shall: 

- be present  a t  the ramp,  on a r r i v a l  of an  a i rcraf t ,  with the hand 
tools which a r e  mos t  frequently used; 
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CARTE V I  MAP VI CARTA VI 
ACCORD BENESUISSE I I  - SERVICE DE M E C A U I C I E N S  D'ESCALE (E tk  1851)  
BENESWISS AGREEMENT I I  - GROUND MECHANIC SERVICE (Summer 1951 1 .  

ACUERDO BENESUIZO I I  - S E R V I C I O  DE MECANICOS EN TIERRA ( V e r a n o  1 9 5 1 )  

- La compagnie f igurant entre parent&ses est  cel l e  au i a l a  charge de 1 'escale. 
- The arr l zne  whose name appears En brackets  2s the servrcrng a r r l r n e .  
- Lu empresa cuyo nombre se h a l l a  en t re  parektesrs  es la que trene a su cargo e l  servrcro.  

- Lc chi f f r e  ind i que l e  nanPre de &can iciens empl oy6s 1 'escal e. 
- The f rgure rndrcates number of mechanrcs s t a t  roned a t  the base. 
- La c r j r a  ~ n d ~ c a  e 1 nhmero de mec&rcos que prestan servrcro en la base. 

- Les cmpagnies dont le nan'figure sous ce!ui de llescale sont ce l les  qui part ic ipent 
1 'organ isat ion conjointe du service de mecan iciens. 
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- contact the crew immediately after the engines have been stopped 
in order to be informed of any technical troubles which may have 
occurred; 

- be present, a t  the a i rcraf tPs  departure, with the hand tools which 
a r e  most frequently used, to ass is t  ( i f  necessary) when the engines a r e  
started and to supervise the proper use of battery carts ,  f i re  extin- 
guisher s ,  etc. by ground personnel; 

- be available for 30 minutes after the departure in case the 
aircraft  returns because of mechanical trouble. 

In practice, all  these duties a r e  covered by the t e r m  q'standbytl which 
sums up the mechanicCs obligation to be available when an aircraft  movement 
takes place a t  the airport.  

Exceptional servicing includes any action. taken by the mechanic a t  h is  
base, which is necessitated by major technical trouble: repair ,  replacement 
of a part,  etc. 

c. - Method of utilizing the services provided in the agreement 

There a r e  two systems for using the services listed above, according to 
whether or  not the airline is a participant in the joint organization. Thus, this 
participation operates more  or l ess  like a subscription system, giving greater 
benefits to the airline which s'subscribesDt. 

Participation in the joint organization entitles the airline to: 

- standby service: the servicing company responsible a t  the 
airport  is required to make its mechanics available to the "subscribertt; 

- exceptional services: free of charge for up to two hours of the 
mechanicf s time and a t  a ra te  of $1.80 per hour thereafter. 

An airline which does not participate in the joint organization has the 
benefit of the ground mechanic servic e (ordinary or  exceptional servicing) 
only i f  the mechanic is available, and pays for i t  a t  the ra te  of $2.80 per 
hour. 

Handling costs for airlines participating in the joint organization a r e  
calculated in advance for each IATA season. Each airline contributes 
towards the cost in proportion to the number of mechanic hours it may require 
a t  the airport  concerned, based on the services listed in its schedules. The 
ra tes  of pay of the mechanics, which may vary ,according to local condi- 
tions and according to whether they belong to the servicing company or a r e  
recruited locally, is agreed jointly, the servicing company then assuming the 
responsibility for al l  accounting. 
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The joint handling organization is open to the three part ies to the 
Beneswiss Agreement, but, in practice, it has so  far  operated only in favour 
of two of the airlines a t  each airport, the third airline being satisfied with 
the limited advantages specified for airlines which participate in the agreement 
without participating, a t  a given airport,  in the joint organization. Thus, 
during the summer of 1951, Swissair did not participate in the cost of main- 
taining mechanics a t  Qtisseldorf and Frankfurt, the former assigned to 
S ab e na ,  the latter to KLM, and jointly organized by these two airlines. 
Likewise, KLM did not participate in the service a t  P a r i s  which was assigned 
to Swissa i r  and organized jointly by the latter and Sabena .  The nature of 
the technical services thus provided explains how this dual system works, and 
each of the airlines can accept the r i sk  of not enjoying a t  an airport  assistance 
of the optimum standard provided by the co-operation of its two partners. This 
leads u s  to consideration of the advantages offered by this agreement a s  well 
as  of the problems and difficulties it involved (see text of 'Beneswiss Agree- 
ment I1 in Appendix 111). 

2. - ADVANTAGES O F  THE AGREEMENT AND PROBLEMS RAISED 

a. - Usefulness of the service to the operators 

The presence of a mechanic provides, for the company which uses him, 
a safeguard against the consequences of technical trouble which can be remedied 
at the airport.  This safeguard is only dully effective, however, i f  the airline 
participates in the joint organization a t  the airport, since, i f  it does not par- 
ticipate, it runs the r i sk  of the mechanic not being available. His not being 
available may result  in flight delays which are  a major disadvantage in a 
short-haul network such a s  that in Europe. An instance of this was the case 
of a DC-6 which was immobilized for three hours a t  a European airport  where 
the Beneswiss ground mechanic had not yet been app~in ted  and where the local 
staff was unable to ca r ry  out a minor repair .  This shows the value of the 
specialized service provided by the Beneswiss Agreement and the maximum 
advantages to be obtained from i t  under the maximum coLoperation formula. 

b. - Economic advantages of the joint service organization 

For normal work, the qqsubscribingqq airline has the benefit of the reduced 
rate on which the subscription te rms  a r e  based and, i t  enjoys particularly 
advantageous te rms  for exceptional servicing. 

Airlines, which a r e  constantly economy -minded, naturally weigh the 
xdvantages anddisadvantages of the '9subscription systemu. The fewer the 
technical troubles revealed by operating statistics, the less  will be the benefit 
2btained from the provision of this service. I t  appears, however, that the 
~ua l i ty  of the a i rcraf t  used and of the maintenance services of an airline do 
not safeguard i t  entirely against the r i sk  of such troubles. In any event, the 
'subscription systemq', i. e. the more co-.operative of the two forms of organ- 
~zation, is tending to develop between the partners under the agreement, 

- 
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Sw i s sa i r ,  which formerlydid not participate in any joint ground mechanic 
organazataon, assumed responsibility for three airports  during las t  summer 
(1951), After having dispensed with these services a t  Nice for some time, 
KLM has again requested Sa b e n a to provide them. 

c. - Problems to be solved 

In addition to the establishment of a ground mechanic service, the 
Beneswiss Agreement provides for a pooling of stocks of spares  a t  airports .  
In practice, the agent responsible for the stocks held in bond and who holds the 
keys to the store is the airport  ground mechanic, How can an airline requiring 
a spare par t  obtain i t  i f  that airline is not a subscriber to the ground mechanic 
service or i f  the mechanic is not available? In certain countries the customs 
administration is opposed to the responsibility for such stocks being shared by 
several employees, Astonishing a s  this may seem, no adequate solution to 
this practical problem has yet been found, The customs problem will be 
referred to again in the next chapter in which establishment of stocks is con- 
sider ed. 

There is still a further problem however. The variation in the ra tes  of 
pay of mechanics in the various countries complicates very considerably the 
accounts of the handling companies; and there is )the additional inconvenience of 
sometimes having to use, a t  the same aarport, staff paid a t  different ra tes  for  
the same job. According to the scale drawn up for the summer of 1951, the 
ground mechanic service a t  Miiin, prpvidedby a single mekhanic belonging-tosabena, 
costs the two participating airlines more for 18 working hours per week than 
the service a t  Nice provided by locally-recruited mechanics for 51 working 
hours per week. 

The foregoing indicates to what extent the effectiveness of co-operative 
methods in Europe is dependent upon the solution of economic and social 
problems which a r e  outside the scope of those responsible for specialized 
forms of co-operation. 

D, - THE MULTILATERAL AGREEMENT 
ON AIRPORTS IN GERMANY 

1. - CIRCUMSTANCES WHICH MADE POSSIBLE THE CONCLUSION O F  A 
MULTILATERAL AGREEMENT 

Germany, deprived of i t s  sovereignty and operating no air service, was 
neutral ground. 

Moreover, the European airlines a r e  well aware of the deceptive nature 
of the bilateral agreements which favour particularly the handling company a t  
eachairport and do not reduce the costs of the operating companies to the extent 
which could be achieved by full co-operation. 
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Taking advantage of the fact that there was no national airline in Germany 
to 'lhandleM for them, four foreign airlines agreed to organize among themselves 
a really effective system of co-operation which would eliminate all possibility 
of discrimination. The result  was the conclusion of a multilateral agreement 
which places all  the part ies on an equal footing both a s  regards the sharing of 
handling costs and the control of expenditure. The results of this organization 
were the following: 

- costs were reduced; 

- costs were shared fairly between the parties; Air France, KLM, 
Sabena and Swis sa i r  . 

Such important results naturally justify a detailed study of the agreement. 

2. - OPERATION OF THE SYSTEM 

a. - Assignment of the airports  

Each of the contracting airlines undertook to provide a t  certain airports  
in Germany, for the benefit of its three partners, the services specified in the 
agreement. The particular assignments were a s  follows: 

- KLM : Munich, Nuremberg, Frankfurt; 

- SABENA : Dtisseldorf; 

- SWISSAIR : Hamburg, Stuttgart; 

-AIRFRANCE: Berlin. 

Under the quadripartite agr ee'ment the Swiss air lines also assumed re- 
sponsibility for the Austrian airport  a t  Innsbruck. 

b. - Sharing of handling costs 

At al l  airports,  accounts of expenditure a r e  kept in a uniform manner. 
These accounts a r e  constantly available for inspection by al l  the parties. 

In principle, the cost i s  divided each month in proportion to the number 
of touchdowns made by each party, each category of touchdown being modified 
by a coefficient which varies according to the type of aircraft  and the nature 
of the touchdown (in transit, terminal, technical, etc. ). The arrangement i s  
studied and discussed a t  the beginning of each season on the basis  of current 
costs and then agreed jointly. 
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c. - Classification of services 

The quadripartite agreement includes a detailed list of the services pro- 
vided by the participating airlines. These services, which a r e  divided into 
ten groups, a r e  more or  l ess  the same a s  those listed in the bilateral handling 
agreements. 

, 

The German quadripartite agreement contains one new feature, however, 
which is a provision concerning the establishment of a combined technical 
service (messages, flight control, flight planning). 

It  is specified, however, that this provision must receive the prior 
approval of the part ies,  The reason for this special system is the highly 
technical nature of the services involved and their bearing on the safety of 
operation. Co-operation in this field i s  hindered by certain factors, which have 
been mentioned previously but deserve stressing again. These a r e  the varying 
structures of the airlines, their different operating practices and methods, and 
finally, their dif%erent languages. An effort is being made, however, to over- 
come these difficulties, The classification of services permitted under the 
four-party agreement and the flexibility of its provisions indicate, a s  has 
been seen, a desire to establish, for the European airlines, a multilateral 
agreement framework, which, in this field, would be more  acceptable to most 
of them than would a fixed form of agreement. The aim, therefore, is to 
extend the scope of the agreement: f i rs t  of all, internationally, by obtaining a 
greater number of participants, and then operationally, by extending it to 
cover long-haul a s  well a s  regional operations. 

This twofold programme has already borne fruit ,  Sa b e n a and KLM, 
which initiated the plan for the German airports ,  were joined by S w i s s a i r , 
and, more  recently, by Air France. Operationally, the co-operation provided 
under this agreement now extends to European airports  outside Germany 
(Athens), to the Middle East  (Baghdad and Damascus), and to the North Atlantic 
(Santa Maria, Azores). Other plans a re  under consideration and a r e  the 
subject of discussion among the air l ines.  

dl, - .  Results 

The multilateral formula just considered appears to have eliminated the 
main causes of friction and suspicion between participants, thanks to a system 
of double invoicing, which makes possible joint control of handling costs.  The 
sharing of duties also lightens, to some extent, the burden of administrative 
and accounting work of the airlines. It is particularly in savings on operations 
that specific and useful results  have been obtained, At certain German airports 
touchdown charges were kO per cent to 35 per cent lower than the flat rates 
charged by the handling companies before this co-operation. 
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CONCLUSION 

The greater the number of airports  served and the smaller the volume 
of traffic at  each airport,  the greater is the percentage of total costs re-  
presented by handling costs. In Europe, therefore, this problem requires 
special attention in view of the structure and general economic position of 
the air network. 

This shows that a more  general use of the multilateral agreement 
formula for handling services would be the most effective solution, i f  not the 
only effective one. Two questions ar ise ,  however: 

- I s  such general use possible? 

- Can this be  achieved by the airlines without government inter- 
vention? 

It would appear that both these questions can be answered in the affirm- 
ative, a t  least  a s  regards the main European airlines and the airports  located 
in the States whose nationality these airlines bear.  In fact, the experience 
gained in Germany appears so convincing that it would be unreasonable not to 
draw the obvious conclusions. Moreover, from the point of view of competi- 
tion for long-haul traffic, the handling agreements a r e  not as important a s  the 
agency agreements, and the relative degree of publicity given to the accounts 
of the secondary airports  would not reveal to the participants any very i 
important secrets .  In practice, therefore, extension of this type of multi- 
lateral agreement to include many secondary airports  served by the main 
European airlines should not encounter any  insurmountable difficulties. 

For  the very small  airlines and their national administrations this 
would probably not be the case, since both of these would naturally be inclined 
to seek, from the provision of: assistance to foreign airlines, income which 
would alleviate their financial burdens. Moreover, these small  airlines do 
not always have sufficient means to provide handling services meeting present 
~ i r  transport requirements, particularly in the ease of flight operation services. 
To sum up, therefore, any rationalization of regional a i r  transport will always 
~ncounter the difficulty caused by the great disparity between the nationally 
Li'censed companies which a r e  the subject of the present study. 
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CHAPTER PV 

TECHNICAL CO-OPERATPON AGREEMENTS 

This chapter deals with purely technical forms of co-operation. Certain 
practical problems in this field, i f  not the basic problems, may be solved 
more  easily than those involving commercial competition, directly o r  otherwise 
In this particular instance the favourable conditions a r e  both the specialized 
nature of the activity, which makes i t  possible to narrow down the joint effort, 
and the existence of a common factor ,  namely the use by several  airlines of 
s imilar  types of aircraft  o r ,  a t  least ,  the purchase of aircraft  f rom a single 
supplier. While the airlines Qealously protect their commercial activity 
through secrecy,  their technicians willingly exchange information of mutual 
benefit. This contrast is significant and deserves to be s t ressed.  

The f i r s t  co-operative effort which we shall consider was made in  the I 

field of telecommunications. It took the fo rm of the establishment of the 
SociCt6 Internationale de TClCcommunications Akronautiques (SITA), the 
purpose of which was to ass i s t  the airlines in transmitting messages essential - 
for their operations, mainly those essential f rom the con&er~ia l -~oint  of 
view. * In this organization an effort was made to combine efficiency of 
service with operating principles capable of extensive international application. 

It will be seen later  how the main European airlines eventually agreed to 
facilitate the purchase of certain i tems of aeronautical equipment f rom their 
joint supplies, the American manufacturers o r ,  in certain cases ,  f rom each 
other.  This is  the main purpose s f  the Committee for Purchases of Aviation 
Materials (CPAM). In addition, a more extensive programme of facifitation in 
the technical field was undertaken (standardization of methods and pract ices,  
exchange of information, etc . ) . 
- -  

* In the beginning, certain airlines were somewhat hesitant with regard to 
SITA, fearing that commercial secre ts  might be revealed through i t .  In 
practice, however, this r i sk  was found to be negligible a s  compared with the 
services provided. This fact nevertheless shows to what extent an effort 
towards technical co-operation may be hindered when i t  bea rs  even remotely 
on the field of economic competition in air  t ransport .  
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The Beneswiss Agreement, the ground service provisions of which were 
stv.died in the previous chapter,  enabled Sabena, Swissair and KLM to establish 
joint stocks of spa res  a t  a certain number of a i rpor ts  which they used. 

Finally, various attempts were made in Europe to provide a i rcraf t  
maintenance and overhaul facili t ies.  In this connection, we would mentnon 
the establishment of the KLM workshops a t  Sehiphol a i rpor t ,  those of the 
SociCtC Franqaise d1Entretien e t  de RCparation de MatCriel ACronautique 
(SFERMA) at Bordeaux and those of the Soc:lCtC dl Exploitation e t  de Construe- 
tions ACronautique s (SECA) , a t  P a r i s .  Although these a r e  national undertakings, 
they nevertheless have had occasion to a ss i s t  various European air l ines,  which 
shows the need which ex? st.3 in this field and the obvious advantage there would 
be in organizing joint serv ices .  

A. - THE SOCIETE INTERNATIONALE 
DES TELECOMMUNICATIONS AERONAUTIQUES (SITA) 

Since international co-operation in the ff eld of Selecommunications and 
radio aids to  navigation has been the subject of various undertakings in con- 
tinental Europe, in  Great  Britain and in  the United States,  it would appear to 
be necessary to explain briefly the reasons for the establishment of the SociCt6 
Internationale des TC on the Continent, 
of International Aera utical Radio Inc. 
(ARINC) in the United States. A look at  the origins of %hese three  organiza- 
tions makes it  possible to understand their respective natures which reflect 
the major  differences of viewpoint on international co-operation held by their 
founde r s . 

1. - ORIGINS OF SPTA, AERADIO LTD. AND ARINC 

a .  - SITA 

When the f i r s t  a ir l ines were established in Europe, the European States 
3 s s m e d  responsibility for a i r  safety services ,  This led to the creation of 
;elecornmunications networks, the main purpose of which was to t ransmit  

- - 

messages concerning safety, meteorology, navigation, etc .  The air l ines 
;hemselves retained responsibility for operational. and traffic messages .  F o r  
;ransmission of these messages  they could use either the public telegraph 
snd telephone services  o r  the telecommunications sys tem of the a i r  navigation 
services. Messages sent over the public telegraph and telephone services 
vere frequently s o  delayed a s  to render them useless .  Those sent over the 
lir navigation telecommunications network were given only second priority,  
~ f t e r  safety messages ,  and were therefore likely to be delayed or  even not 
ransmitted. This sil,uatior, was acceptable a s  long a s  the volume of traffic - 
vas small  and the speed of a i rcraf t  remained low. It is under standable, 
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however, that, after the last  war,  the airlines could no longer put up with 
such conditions. The major European airlines felt the need for a telecommu- 
nications network reserved exelusnvely for their own use. They therefore 
rented wire circuits f rom the postal adrninistra%ions. At the main airports  
of their European network they established either telephone exchanges o r  
teletype offices which were operated by their own personnel. This organiza- 
tion proved to be costly, since the capacity of each network to handle messages 
f a r  exceeded the needs of one single airline. Hence the idea of a pooling of 
networks which led to the establishment of the SoeiCtC Internationale des TClC- 
communications ACronautiques, the structure of which i s  outlined below, The 
coverage of this organization actually extended outside Europe a s  a resul t  of 
the following circumstances. When Air France  established i t s  long-haul routes, 
in the period between the two wars ,  i t  found itself compelled to es%ablish radio- 
telegraph networks in other continents in order  to provide for i t s  navigation 
services.  It retained most of these networks, making them available to SITA 
for  the benefit of the member airlines washing to use these services.  

b. - International Aeradio Ltd, 

International Aeradio Ltd. was established in 1947 a s  a limited liability 
company with i t s  head office in London, It was originally intended to take over,  
for civil aviation purposes, the facilities and services of the RAF. Its coverage 
extended over the main Gomrnonwealth and Empire routes. The IAL programme 
includes, inter alia: 

- installation, operation and maintenance of aids to navigation 
(telec ornmunications radio and radar) ;  

- establishment s f  a irport  technical services;  

- a i r  traffic control; 

- flight planning and transmis sion of information; 

- study of equipment purchase programmes; 

- planning and co-srdlnatlon of services ;  

- eompilat~on of flaght documents, (manuals, charts ,  ete.  ); 

- an advisory service.  

Since the Commonwealth and Empire network extends the world over,  i t  
was to the advantage of airlines other than those of the British system to 
contribute to the work of IAL at those airports which they serve .  The work 
undertaken by the company was to prove particularly useful in a reas  lacking 
in facilities (Africa, Middle and F a r  East). Participation in PAL gradually 
increased, the refore,  and now includes the following companies : 
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Air France  KLM 

Air India Qantas -Empii  e Ah! ways 

Alitalia Sabena 

Australian National Airways SAS 

B EAC Swissair 

BOAC TWA 

China National Airways 

F r o m  this l i s t  i t  will be seen that the major European long-haul opera7 
tors  a r e  co-operating in International Aeradio. However, a l l  the d i rec tors  of 
IAL a r e  Bri t ish technicians and most  of the sha res  of the company a r e  held 
by BEAC and BOAC. 

c . - Aeronautical Radio Inc . 
Aeronautical Radio Incorporated was established in the United States in 

1929 in  the following circumstances.  The air l ines,  which had signed contracts 
with the Government for  the car r iage  of mail ,  were to  establish and operate 
their own telecommunication services  necessary for the safety of the flight of 
their a i rcraf t .  This obligation constituted a heavy burden on the air l ines 
which were then relatively smal l  undertakings. It was this circumstance that 
led them to establish, jointly, a company specializing in radio communica- 
tions in o r d e r  to work out the necessary systems for the air l ines and to 
operate their telecommunication networks where necessary .  

Aeronautical Radio Inc. was established a s  a non-profit corporation 
subject to the control of the Federa l  administration (the Federa l  Communica- 
tions Commission).  It has two main objects : 

- the organization and operation of telecommunication services  
a t  a i rpor ts  (Station Service);  and 

- advice and r e  search  in operational ma t t e r s  (technical operation 
pract ices and equipment). 

The services  involved a r e  operated either directly by the Corporation 
or  by  the United States air l ines under the co-ordinating control of the Corpora- 
tion. The shareholders  number approximately fifty, most  of them Unitedstates 
opera tors .  Among the European participants a r e  Air France ,  KLM, SAS and 
Sabena. F o r  the l a t t e r ,  the usefulness of ARINC l ies  mainly in the benefit 
to be derived f rom i ts  advisory and resea rch  service .  In fac't, this Corpora- 
tion has been able in certain cases ,  through its constant co-operation with 
manufacturers ,  to  improve considerably the performance of certain i tems of 
flight equipment. As ARINC members  only can avail themselves of i ts  facil- 
i t ies ,  the European air l ines have had to become members  in o rde r  to enjoy 
i ts  benefits. 
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ARINC later  extended i t s  activities abroad, particularly in South America, 
where it supervised the establishment s f  radio networks required by the 
American air l ines.  

Since one of the purposes of this study i s  to point out the various features 
of inter-line co-operation, i t  might be useful to quote the following extract  
f rom a cr i t ic ism of International Aeradio Ltd. , which appeared in the aviation 
press:* 

"The original conception of the British company was to cut right 
through national r ivalr ies  and function a s  an entirely international body, 
As things are2now, the existence s f  three separate bodies, each with 
nationalbases, merely  serves  to confuse the issue and waste money and 
energy. .  . Another undesirable feature of these r ivalr ies  is that the 
separate companies inevitably act a s  ~arnbassadors '  for the products of 
their respective radio industries,  thereby only confusing the a i r  route 
aids situation, the very thing each of these companies was originally 
intended to overcome. 

It seems that the reason why International Aeradio Ltd. failed to 
take on with PATA was because i t  was formed a s  a British Company, 
in the f i r s t  place with British directors ,  Obviously this immediately 
caused other countries to be suspieious s f  i t s  intentions and encouraged 
them to think that they must go into competition, hence CITA, ** Anyway, 
the resul t  is that today, two years after International Radio Ltd. was 
formed,  it i s  no more  international than the American outfit. . . I suggest 
that the sensible thing to do to get a truly international body would be to 
merge Aeradio, ARINC and SPTA and put them at  the disposal of IATA. " 

This ar t icle  brings out clearly one of the main obstacles to international 
co-operation in this field. It does not appear, however, that the same criticism.. 
can be levelled at SITA, for reasons wkrlch will be given la ter .  In the case  of 
this particular organization, the airlines of Continental Europe have se t  an 
example of t rue international spir i t .  It may therefore be useful to describe 
the s tructure and organization and operation of SITA in some detail. 

* "The Aeroplanen, 10 December 1948, p. 7 3 7 .  

*;* SITA was originally called the Compagnie Internationale des TClCcommuni- 
cations ACronautique s , 
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The international value of SITA lies partly in its development f rom a 
system of separate agreements to a co-ordinated organization, which permits 
a greater degree of co-operation between the airlines. Before considering 
the statute and operation of the company and the results it has achieved, we 
will recall briefly i ts  history. 

2. - THE DEVELOPMENT STAGES 

a.  - F i r s t  stage : bilateral agreements 

In the immediate post-war period, a number of airlines had concluded 
agreements which aimed a t  facilitating the operation of their "point-to-point" 
telecommunications, either on certain well-defined traffic routes or within 
a particular a rea .  However, this co-operation was, in practice, merely on 
a bilateral basis.  For  instance, Air France had an agreement with TWA for 
the transatlantic service and its European extensions beyond Par i s  (Geneva, 
Rome), and in their ter r i tor ies ,  the three Scandinavian countries were also 
co-operating in this field. 

b. - Second phase: centralization of efforts and establishment of SITA 

The idea of centralizing these various activities, which had already been 
envisaged by some experts,  took shape early in 1949. This development 
facilitated by a meeting in Par i s  of the International Telecommunication Union 
(ITU), at  which the principle of sharing rented circuits was considered. It 
was in February of that year (1949) that the company was formed under its 
present statutes. 

c .  - Third phase: from co-ordination to operation 

The present organization of SITA represents a third phase in the develop- 
ment of European aeronautical telecommunications towards a close co-operative 
system. Until recently, the purpose of the company was to co-ordinate trans - 
mission between the airlines andto channel such transmission through a certain ' 
number of centres in order to rationalize receipt and dispatch of messages. 
The company's main function remained an accounting one, however, and SITA 
did not engage in any managerial activity. 

Today, however, instead of acting merely a s  a co-ordinator at  those 
centres where it  operates, the company itself now operates the centres. In 
addition to simple liaison, the company now has the added responsibility fo r  
administration and management, which has increased i ts  responsibilities, but 
has ensured a higher degree of efficiency by means of this system. This 
development was possible under the constitution of the company, the detailed 
provisions of which a r e  considered below. 



66 ICAO Circular 28-AT /4 

3 .  - STATUTES AND METHODS OF OPERATION 

SITA was officially established on 23 February  1949, a s  a co-operative 
society organized under the laws of Belgium, and having i t s  principal offices 
in Brussels .  

The following a r e  the main outlines of the statutory objects and working 
methods of the company: 

"The objects of the Company a r e  to study, establish, acquire,  use and 
operate communication facilities in all countries , with a view to ensuring 
transmission of all  categories of messages useful to the operations of its 
member air l ines,  with the exception of messages of a personal nature and 
intended for members  of the public. The Company shall  have the additional 
object of providing, a t  the request of Governments o r  international bodies, a i r -  
ground communications and navigational radio aid facilities, provided agree- 
ment can be reached on the financing thereof. The Company may also engage 
in  activities in the technical field of radio communications. (Article I11 of 
Articles of Association) 

b. - Participation 

"Each airline shall contribute towards the capital of SITA in proportion 
to i ts  liability for the total operating expenses of the Company. Fo r  working 
purposes, accounts shall  be kept to determine the cost of handling messages 
of each airline on SITA networks o r  on those of contracting companies. 

The amount of such costs shall  serve a s  the basis  for apportionment of 
the capital of the Company between the member air l ines.  This apportionment 
shall  be made each year one month after the date of the annual general meeting, 
the f i r s t  apportionment to be made in 195 1 on the basis  of the preceding year ' s  
figures. (Article 11) 

c . - Apportionment and limitation 

"The member airlines undertake to relinquish o r  acquire the number of 
shares  required by this apportionment a s  provided by the Board of Directors.  
However, no airline may hold nor be later required to hold l e s s  than one share .  
No group of air l ines of the same nationality o r  belonging to the same financial 
group shall contribute more  than twenty per  cent of the capital of the company, 
Any such airlines of the same nationality o r  belonging to the same financial 
group shall themselves indicate in  what manner they propose to divide among 
themselves the shares  forming twenty per cent of the capital of the company 
which a r e  apportioned to them." (Article 12) 
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Thus it is seen that the principle of apportionment laid down in Article 11 
i s  qualified to a grea t  extent by the 20 per cent maximum share-holding rule 
of Article 12, If the principle were applied that each member should contribute 
towards the capital in  proportion to the use it makes of the Company, certain 
members would inevitably gain a predominant influence. It was in order  to 
avoid this difficulty that th; rule Gas adopted that each associate should hold 
not more  than twenty per  cent of the capital of the Company, each associate 
being liable only up to the amount of i t s  holding without any possibility of there 
being any joint and severa l  liability. The manner in which t r ans fe r s  of holdings 
shall be effected under the annual apportionment of the capital of the Company 
i s  laid down by the Board of Directors .  The lat ter  may  also authorize any other 
t ransfer  of sha res ,  provided the consent of at  leas t  three-quarters  of the 
Directors i s  obtained and that the decision is taken by unanimous vote of those 
attending. (Article 13) 

d. - Capital - 
The initial minimum capital was fixed a t  190,000 Belgian f rancs  divided 

into 950 registered sha res  of 200 Belgian francs each. 

Most of the equipment used by SITA remains the property of the partici-  
pating air l ines which have agreed to place it a t  the disposal of the company. 
In certain c a s e s ,  SITA has had recourse  to local facilities (hire o r  hire  purchase 
of equipment by various air l ines) .  The company has not therefore had to incur 
much capital expenditure. The capital required for  i t s  administrative facilities 
(premises ,  offices,  e tc .  ) has been provided in the fo rm of advances by the 
member air l ines.  However, a s  SITA grows i t  is anticipated that a working 
capital will be required and this matter  is under consideration a t  present.  

e . - Administrative bodies 

The administration of SITA is shared by three bodies : 

- the Board of Directors;  

- an Executive Committee; 

- the General Meeting of Shareholders. 

The Board of Directors  is formed of not l e s s  than three  and not more  
than eleven members .  Each associated airline holding a t  leas t  fifty sha res  is 
entitled to appoint a Director who must be a representative of that air l ine o r  
a member of the staff of a telecommunication agency established by the airline. 
Airlines which do not hold the minimum number of sha res  required may com- 
bine and appoint a joint director .  
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The Executive Committee is a body of limited membership responsible 
for  the everyday conduct of the company's business. Its three members  a r e  
appointed f rom among the directors  by the general meeting of shareholders.  

The ordinary General Meeting of Shareholders is held ahnually on 
3 1 March and extraordinary meetings may be held whenever necessary.  

4, - MEMBERSHIP AND ACTIVTTIES OF SITA 

Membership of SITA is restr icted to airlines which a r e  members  of 
IATA. 

The membership a t  present includes the following fourteen companies : 

ABA DDL KLM TCA 

AIR FRANCE DNL SABENA TWA 

BEAC EL AL S WPSSAIR 

BOAC IBERIA TAE (Natiolial Greek Airlines) 

Table VIIP shows the telecommunication (teletype circuit)  centres  of the 
European-Mediterranean Region, It will be seen that, out of the twenty centres  
shown, nine, o r  almost half, a r e  operated directly by SITA. As mentioned 
previously, the development of the company's activities led to an increase in 
its direct  operating responsibilities. Among the centres  it has acquired 
recently a r e  Diisseldorf, former ly  operated by Sabena, and Salzburg . 

Since its foundation, new members  have ~ o i n e d  SITA. The new members  
include air l ines of the European-Mediterranean Region (Iberia,  TAE (Greece) ,  
EL AL) and one non-European company, Trans  -Canada Airlines.  

The following resul ts  give an idea of the ae%ivity of SITA over a recent 
period: 
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TABLE VIII 

TELECOMMUNICATION CENTRES 

European-Mediterranean Region 

Le Bourget 
FFLB 

Teletm Circuits 

(BEQ) 
(November 1951) 

1 

Shannon 
EINN 

r (m) 
klsp 

A 

-, FFOL 
, (TN) - 

HEGF 
(m.1 

Copenhagen riiJ 

I Bordeaux 
IFFBD 
(m) A 

3 upper letters represent the ICAO place name abbreviations: e.g., Brussels-ONBR 
9 lower letters represent the abbreviation of the airline or of the agency 

responsible for operation of the centre : e. g., Brussels : SABENA . 
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Mav 1950 - Mav 1951 

- Telegraphy traffic: 10 814 591 words 

- Radio traffic: 16 792 833 words 

Total traffic : 27 607 424 words 

The proportions of the different types of message in this total a r e  a s  
follows : 

- Traffic messages:  65 per cent 

- Operational messages : 30 per cent 

- Administrative messages:  5 per cent 

These resul ts  show the very great importance of the traffic aspect of 
this activity. Under this general heading a r e  included, mainly, any messages  
regarding load capacity of an a i rcraf t  departing f rom a given a i rpor t ,  which 
can be received by an operator in t ime for  him to make use of them. When an 
airline i s  able to ascertain the number of sea ts  o r  the non-utilized load capa- 
city on its a i rcraf t  departing f rom one a i rpor t ,  i t  is in a position to prepare 
its loads at  the next stops on the route. This advantage i s  all  the more impor- 
tant in  that i t  benefits the user  a s  much a s  i t  does the operator .  

5. - BENEFITS DERIVED FROM SITA 

The benefits derived can be evaluated f rom two different aspects:  

- f i rs t ly,  the material  benefits (economic and financial) derived 
f rom the company by the participating air l ines;  

- secondly, the value of the international co-operation which 
SITA represents ,  i s  a definite asse t  f rom a political point of view. 

a.  - Material benefits 

The establishment of SITA has enabled the air l ines to effect substantial 
economies. In their provision for telecommunications, the most  costly i tems 
were equipment and personnel. By relieving the air l ines of the necessity of 
investing considerable sums in equipment and by reducing staff cos ts ,  SITA 
has contributed towards a reduction in the cost of this essential  means of 
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communication. Likewise, the centralization of effort in: a combined organiza- 
tion has contributed to grea ter  efficiency in this field. The material  benefits 
a re  therefore twofold, On the one hand, the air l ines avoid the waste of money 
and effort which inevitably- resul ts  f r o m  individual action and, on  the other ,  they 
achieve f a r  grea ter  efficiency through joint action. 

b. - Political benefits 

The idea behind the establishment of SITA can be compared and even 
favour ably contrasted with the organization of Aeradio Ltd. and ARINC, since, 
a s  will be recalled, the former  is based on a des i re  to maintain a reasonable 
balance between the nationalities represented by neutralizing the effects of 
actual inequalities. Not only do the clauses limiting financial and adminis-, 
trative participation in the company prevent any national groups f rom gaining 
a dominant influence, but, in  the case  of multiple national air l ines,  these very 
clauses make a standard telecommunications policy essent ial ,  thus simplifying 

'the task of SITA and strengthening i t s  co-ordinating and controlling activity. 

Another positive resul t  i s  obtained, from the policy and general organiza- 
tion point of view, in that the development of the company to i ts  present stage 
enabies it to function a s  an actual 06erator of telecommunications. When the 
company was responsible for  co-ordination only, certain disadvantages were 
found in the use of staff seconded f rom the airlines but which did not come 
entirely under the control of SITA. This situation was clarified, however, 
when the company assumed responsibility for operation of the t ransmission 
centres.  SITA has thus gradually assumed managerial and administrative 
control over a staff former ly  having various allegiances. This was an impor- 
tant s tep  in the development of the company towards a position where i t  was 
officially entitled to act  a s  the governing body in the field of telecommunications. 

Finally, the national air l ines have collectively derived f rom their parti-  
cipation in SITA a further benefit that might be described a s  the anonymous 
character  inherent in sound internationalism. In the present  circumstances,  
the air l ines,  which a r e  instruments of States, a r e  at  the mercy  of forces ,  
which may have disastrous effect unless a sound world-wide organization is 
achieved. The srna1.l a ir l ines and the beginners in the field a r e  frequently 
dependent on the la rger  and more  ambitious ones. In certain regions in  
part icular ,  severa l  powerful companies may compete bitterly for the t raf f ic  
of the smal ler  local companies, In such cases ,  ra ther  than r i s k  the disadvan- 
tages of making a delicate choice between one foreign company o r  another 
offering i ts  serv ices  (including telecommunications), the local airl ine will 
turn to SITA. The existence of such an  international company may thus appear 
to be a refuge F r o m  this point of view, i t  provides, particularly for smal l  
countries, the safeguards inherent in a truly interriational organization. This 
is a valuable and important role which, although performed on a limited scale 
and in a specialized field, nevertheless produces positive resul t s .  It may well 
also serve  a s  an example and may lead to s imilar  action in certain other 
specialized fields of European a i r  transport,. 
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Since their establishment, these three organizations, SITA, IAL and 
ARINC, have had many useful contacts. Quite conceivably a wider basis  of 
co-operation may be sought in future in this field of joint effort. In the in teres ts  
of efficiency and economy, it might be decided in such a case to replace the 
present  system by a new sys tem of co-operation, under which the benefits of 
the various services at  present  provided by separate  bodies - operations, 
planning, r e sea rch  and dissemination of information - would be extended to a 
la rger  international community. 

B. - THE COMMITTEE FOR PURCHASES OF AVIATION MATERIALS 
(CPAM) 

After the end of the war the European air l ines went about purchasing 
their main equipment (a i rcraf t  and engines) outside any programme o r  even , 
thought of co-operation; they soon realized, however, the benefits which could 
resul t  f rom joint purchasing f rom the United States,  the common supplier of 
certain i tems of their aeronautical equipment. Nevertheless, the resul t s  
achieved in this field of co-operation have hitherto been very limited. Not 
only has each company followed its individual policy in purchasing a i rcraf t  
and engines, but no agreement has been reached, even in principle, for the 
establishment of common stocks of the very  costly spare  parts  (tail  units, 
controls,  landing gea r s ,  etc).  Only in respect  of spa re  par ts  held a t  a i rpor ts  
has there been any co-operative effort, either within the t e r m s  of special 
agreements  concluded between severa l  companies using the same type of 
equipment (Beneswiss Agreement), o r  through a body known a s  the Committee 
fo r  Purchases of Aviation Materials,  commonly known a s  CPAM, which is 
described below: 

1. - MEMBERSHIP 

At present CPAM is made up of eight European air l ines : 

Aer Lingus BOAC SAS 

Air France  KLM Swissair 

BEAC Sabena 

Participation in CPAM is limited to IATA member air l ines.  The Head 
Office is in London and has been entrusted to a member of BOAC. 
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2 .  - OPERATION ANR RESULTS 

The establishment of CPAM was designed to meet the following needs: 

a .  - to facilitate the purchase of spare  par ts  in the United States 
and in soft currency countries;  

b .  - to manufacture certain items of equipment in Europe ; 

c .  - to study va.rious problems of technical co-operation. 

a .  - Facilitation of ~ u r c h a s e s  in the United States 

The intention i s  to provide European companies with better purchasing 
and delivery conditions f rom their common supplies, the United States.  Both 
the customers and the manufacturers should benefit f rom this arrangement ,  
since the customers would have improved facilities for  payment and shor ter  
delivery dates ,  while the manufacturers,  a s  a resul t  of the joint action of 
CPAM, would be able to plan their manufacturing and delivery programmes.  
Political events, forcing the United States to give priority to i t s  rearmament  
effort, have in fact prevented this co-operation f rom producing all  the resul ts  
anticipated. Nevertheless, the work done by CPAM in the United States has 
been useful, owing to the direct  contacts established with the US authorities. 
In fact ,  representatives f rom the Department of State and the Civil Aeronautics 
Administration take par t  in  the periodic meetings held on the other side of the 
Atlantic. A number of difficulties arising out of complex administrative 
formalities have been solved by this co-operative effort. 

CPAM has also opened up an internal European market ,  of which mem- 
bers  have made good use .  Some European air l ines had substantial stocks of 
spare pa r t s ,  upon which their colleagues have been able to draw - particularly 
through regional arrangements  - with the twofold advantage of avoiding dollar 
expenditure and obtaining immediate delivery. 

b.  - Manufacture of components in Europe 

It would be f a r  eas ie r  for  European operators  to obtain certain i tems 
of American equipment if they could be manufactured under licence in Europe. 
An attempt i s  being made at  present  to have this done by European f i r m s .  
The Soci6t6 Hispano-Suiza has obtained a licence f rom Pra t t  & Whitney to 
manufacture components of the R-2000 engine, used on the DC-4. The FIAT 
company i s  trying to do the same with the R-2800 engine (DC-6 and Convair 240). 
However the possibilities of the European manufacturers a r e  s t i l l  limited. 
Hispano-Suiza i s  not equipped for  completely independent production. At 
present the casting and stamping of some par ts  (e ,  g . ,  crankcases)  i s  done in 
the United States and only the machining in France .  In the case of FIAT, the 
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matter  i s  sti l l  under consideration. The Italian airlines do not belong to 
CPAM and the facilities a t  the disposal of the Italian industry have not yet 
been fully investigated. 

Only under certain conditions can such a system develop. To begin 
with, i t  i s  necessary for the licensees to prove that their production i s  f i r s t  
c lass .  In addition, the efforts towards collective organization should not be 
hindered by intra-European currency exchange and customs problems. 

c .  - Study of technical co-operation problems 

Among the problems studied by CPAM i s  that of pooling stocks of costly 
spare par ts .  These units, known a s  "major components" o r  "insurance parts",  
a r e  indeed very expensive and the investment involved may place a heavy 
burden on the budgets of the airlines. Joint action in this field would conse- 
quently enable airlines to make substantial economies in capital investments. 
However, a s  mentioned previously, this matter i s  s t i l l  only in the study stage. 

Less  ambitious no doubt, but of unquestioned value, a r e  the efforts of 
CPAM towards effective co-operation in the folIowing fields : 

- extension of the exchange of information on technical mat ters ;  

- standardization of methods of clas s i f y i n ~  equipment and 
establishing standard check l is ts  ; 

- unification of conditions for char ter ,  hire  and loan of equipment. 

The scope of CPAM i s  limited by the very concept underlying i t .  Since 
i t  i s  composed of technicians f r o m  the various companies, i t s  purpose cannot 
be other than to reach agreement among technicians. It has been found, 
however, that the i tems on which agreement has been reached cover but a 
small  proportion of the capital invested in stocks by the operators .  Fully. 
effective co-operation betweeri air l ines in this field i s  conditional upon the 
adoption of identical equipment programmes.  However, in the matter  of fleet 
programmes,  each of the major European airlines i s  known, at the present 
t ime,  to follow i ts  own policy which - in most cases  - merely  reflects the 
policy followed by the State whose "chosen instrument" i t  i s .  The problem, 
therefore, i s  really beyond the scope of the airlines themselves. International 
co-operation through the standardization of a i rcraf t  fleets thus hinges on the 
solutions adopted by the individual States in dealing with questions of national 
policy. 
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C .  - ORGANIZATION OF STOCKS OF SPARE PARTS 
UNDER THE BENESWISS AGREEMENT 

The main objective of the Beneswiss Agreement has been the joint 
organization of stocks of spare  par ts  for the a i rcraf t  used by the three partici-  
pating air l ines.  In a previous paragraph the application of this Agreement to 
the maintenance services  at  a i rpor ts  was discussed. It will be recalled that 
the organization of these stocks, initially for  the Convair 240 (Beneswiss I) ,  
was later  extended to DC-3, DC-4 and DC-6 a i rcraf t .  

1. - ASSIGNMENT OF AIRPORTS 

The three  air l ines were assigned a number of a i rpor ts  initially in the 
European region only, and la ter  elsewhere. At the a i rpor t  assigned to i t ,  the 
airline providing the service (called s'Servicing Company" in the Agreement) 
takes over a stock of spare  par ts  and tools which a r e  made available to the 
participants ("operating companies8') under conditions described further  on*. 

Organization differs according to whether the a i rpor ts  a r e  the main bases 
of the companies o r  bases organized ** outside their national te r r i tory .  

In the three bases  (Amsterdam, Brusse ls ,  Zurich) the metropolitan 
company takes charge of and makes available to its co-members a more  com- 
plete stock of spare  par ts  for each of the four types of a i rcraf t ,  than the stocks 
held fo r  each a i rcraf t  a t  the other airports .  The composition of these base 
stocks is fixed according to the t e r m s  of special agreements ,  independently 
of the Beneswiss Agreement. 

Pooled stocks held at  the bases may consist  of spare  par ts  for the four 
types of a i rcraf t ,  o r  only for  certain types. It may consist ,  on the other hand, 
of spare  par ts  for  one type of a i rcraf t  belonging to one airline and spare  par ts  
for  another type of a i rcraf t  belonging to another airl ine. F o r  instance, in 
Pa r i s ,  where the servicing airline is Swissair,  Convair 240 spares  a r e  heldfor 
KLM, and DC-3 spa res  for  Swissair .  The composition of the stocks held at  

* The text of the Beneswiss Agreement PI i s  given in Appendix I11 to this study. 

** Geneva a i rpor t  is the only organized base located within a metropolitan 
t e r r i to ry .  It i s  deemed an g'organized base" under the t e r m s  of the Agree- 
ment,  but in practice Swissair maintains a complete stock a t  that a i rpor t ,  
a s  it does at  i t s  main base in Zurich. 
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the a i rpor ts  i s  laid down in the Agreement, an Annex to which ( ~ n n e x  B) con- 
tains a l i s t  and the number of spare  par ts  (landing gea r s ,  i tems of electr ical  
equipment, engine components, propeller par ts ,  etc . ) and tools which the 
servicing company undertakes to make available to the other par tners  at  
specified a i rpor ts .  

The assignment of airports  to each airline and of stocks for each type 
of aircraf t ,  appears in Annex A to the Agreement. The s e r i e s  of maps which 
follow indicates the locations where stocks for each type of a i rcraf t  a r e  kept. 
Since stocks have recently been organized at  a number of stations outside 
Europe, it was thought better to show the present situation (September 195 1) 
ra ther  than that existing during the 195 1 summer  period. The organization of 
the bases is modified according to the requirements and the means of the 
participants,  either extending the system to new stations o r  improving the 
existing ones. Thus, a t  Hamburg, where Swissair is the servicing company, 
the Convair stock provided by KLM during the 1951 summer  period has now 
been replaced by a Convair stock provided by Swissair .  At P a r i s ,  another 
base handled by Swissair ,  only a stock of DC-3 spa res  belonging to Swissair 
was held this summer .  AConvair stock provided by KLM has since been added. 
At t imes  difficult problems a r i se  in connection with this co-operation. This is 
the case ,  particularly a t  the important London base which the three companies 
have not yet succeeded in organizing very satisfactorily.  Responsibility f o r  
servicing has not yet been assigned and the air l ines lend each other ,  under 
temporary arrangements ,  spare par ts  f rom the stocks which the three  corn- 
panies have provided at  that a i rpor t  (see Maps VII, VIII, IX and X). 

The Annexes to the Agreement (spare par ts  and mechanic serv ices)  may 
be cancelled by any of the part ies  subject to 30 days'  pr ior  fiotification. In 
practice,  any changes in the co-operative organization involve frequent con- 
sultation between the three air l ines.  

2. - OPERATION OF THE SERVICE 

Spare parts  a r e  provided on a temporary loan basis  and every i tem that 
i s  lent must  be returned in good condition to the servicing airline at  its main 
base within eight days. A fine i s  imposed for  delays, even those due to force 
majeure,  OF defect of the par t  returned. This is done by debiting the defaulting 
company the l is t  price plus 25 per cent. A par t  which has been lent may  be 
replaced in the stock by another of the same type, but this principle of equiva- 
lent replacement is only allowed in exceptional cases  and af ter  agreement 
between the part ies .  Any i tem which is not covered in the contractual l i s t  
and is supplied by the servicing company shall  be repaid by the operating 
company at  cost pr ice.  In the event of a i rcraf t  types used by other members  
not being used by the servicing company a t  bases  which have been assigned to 
it the operating companies may require the servicing company to take charge, 
without payment, of a "reasonable quantity" of spa re  pa r t s  to be supplied by 
the operating companie s . The servicing company is then responsible for  
customs clearance,  s torage,  safe-keeping, etc .  However this formula applies 
only in respect  of bases provided with mechanics and is subject to the use r  
companies sharing the cost of maintaining these mechanics according to the 
"payment" system previously described. 
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CARTE VII M A P  VII CARTA VII  
A C C O R D  BENESUISSE I I  - STOCKS OES P I E C E S  DE RECHARGE C O N V A l R  240 ( o c t o b r e  1 8 5 1 )  

BENESIVISS AGII'EEIIENT I 1  - STOCKS OF SPARE PARTS CONVAIR 240 ( o c t o b e r  1 9 5 1 )  
ACUERDO BENESUlZO I I  - EXISTENCIAS DE PIEZAS DE IIECAA!BIO CONC'AIR 240 (octubre 1951) 

Ex. : PARIS (Swissair) 
S - K L b !  

- Ylre a i r l i n e  whose name appears i n  brackets  i s  the serviczng a i r l i n e  a t  the base and, except 
otherwise indicated,  provides the s tock of' spare par t s .  S tocks  provided by other  a i r l i n e s  
than the serv ic ing  a i r l i n e  are indicated by an S followed by name of providing a i r  l i n e ,  thus :  

PARIS (Swissa i r )  
s - K L J I  

- La empresu cuyo nombre aparece en t re  parejltesis e s  la que t i e n e  a su cargo e l  s e r v i c i o  de la 
base y la que, salvo i n d ~ c a c i d n  con t rar ia ,  surninistra las piezas de recambio. S i  10s sumi- 

Base m g t r o p o i  i t a i  ne 

A M S T E R D A M  (KLM i 
organizacicfn 

N U R E M B E R G  ( K L M  I 

WNI CH ( K L M  J 
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CARTE V I I I  MAP V I I I  CARTA V I I I  
ACCORD BENESUI SSE I I -STOCKS DES PIECES DE RECHANGE DOUGLAS DC. 3 - (octobre 1951 ) 
BENESWISS AGREEMENT 11 - STOCKS O F  SPARE PARTS OOUGLAS DC. 3 - l o c t o  b e y  1951)  

ACUERDO BENESUIZO I I  - EXISTENCIAS  DE P I E Z A S  DE RECAMBIO DOUGLAS DC. 3 - (octubre 1951) 

La compagnie figurant entre parenth2ses est celle qui a la charge de 
l 'escale e t  y fournit le  stock de rechanges. 

The airline whose name appears in brackets i s  the servicing airline 
a t  the base and that which provides the stock of spare parts .  

La empresa cuyo nombre aparece entre parintesis  e s  la que tiene 
a su cargo el  servicio de la base y la que suministra las  piezas de 
recambio. 

Escal e  organ i s;e 
Organized Base 
Base organizada - 
Escale en cours 
d ' o r g a n i s a t i o n  * Base under process 
of organization 

Base en vias de 
organizacidn 

y U N l C H  ( K L M I  

Z U R I C H  * S A L ~ B O U R G  
.ISVIJ I S a b )  
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CARTE IX MAP IX CARTA IX 

ACCORD LIENESUTSSE I 1  - STC)CT(S DES I'TECES UZ RECf1AWGlC DuuGI~AS D . C .  1 (oct .ol)rc 1 ! ) 5 1 )  
Bid'dLSWISS AGREEMENT I I  - STOCKS OF SPARE PAATS DOUGLAS DC. 4 ( o c  t o b e r  1 9 5 2 )  
ACUERDO BENESUIZO I I  - E X I S T E N C I A S  EE P I E Z A S  DE RECAI:EIO DOUGLAS DC. 4 ( o c  t u b r e  295 1 ) 

La conpa;nie f i - u r a n t  e n t r e  parentkeses e s t  c e l l e  qu i  
a  l a  charge de f ' e s c a l e  e t  qui.  sauf i n d i c a t i o n  con- 
t r a i r e ,  y f o u r n i t  l e  s tock  de rechanges. Lorsque le 
stock e s t  f o u r n i  pa r  une a u t r a  compagnie que l a  com- 
pagnie ass is tan te ,  on l ' a  i n d i q u k p s r  une S, s u i v i e  
du nom de l a  cocpagnie fou rn issan t  l e  stock. 

Ex. ATliFt,iES !Sabena) 
S S w ~ s s a ~ r  

The a i r l i n e  whose name appears i n  brackets  i s  t h e s e r v - 2 .  
i c i n g  a i r l i n e  a t  the base and. except  otherwise J 

0 
i n d i c a t e d ,  provides the  s tock o f  spare par t s .  S tocks  
provided by other a i r l i n e s  than the serv ic ing  a i r l i n e  
are ind ica ted  by an S  followed by name o f  providing 
a i r l i n e ,  thus :  

ATHENS (Sabena) 
S  Swlssa i r  

La empresa cuyo nombre aparece e n t r e  pargntesis  e s  l a  
que t i e n e  a  su cargo e l  s e r v i c i o  de la base y la  que,  
sa lvo  i n d i c a c i h  c o n t r a r i a ,  suministra las  pieras d e  
recambio. S i  10s sumin i s t ros  se hacen por empresa d i s -  
t i n t a  que la que presta e l  s e r v i c i o  agree, se  ind ica  
t a l  c i rcuns tanc ia  con una S seguida por e l  nombre de 
l a  empresa que sumin i s t ra  l a s  piezas de recambio. 

Ejempl o: ATENAS (Sabena) 
S  Swissair  

Base m 6 t r o p o l  i t a i n e  

Dase principal  
Esca l  e o r g a n  i see  

Base organizpda 

AMSTERDNL KLM 

HUN l C H  ( K L M  I 

I .  F.T.A. 12-91 CA.Pi0 
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CARTE X MAP X CARTA X 
ACCORD B E N E S U I S S E  I I - S T O C K S  D E S  P I E C E S  D E  R E C H A N S E  D O U G L A S  D C . 6  & D C .  6 B (octobre 1961) 

B E M S W I S S  AGREEMENT T I  - STOCKS OF SPARE PARTS DOUGLAS DC. 6 & DC. 6 B (october  1951) 

ACZEKCO BENISUIZO I I  - ,?XIS7ENCIAS DE P I E 2 5  DE MWIISIO COll6LA.S CC. 6 Y DC. 6 (oc  tubre 1951) 

La compagnie f i g u r a n t  e n t r e  parentheses e s t  c e l l e  qu i  
a  l a  charge de l ' e s c a l e  e t  y  f o u r n i t  1e s tock de re- 
changes pour l e  type d 'appare i l  indique'. Lorsque l a  
s tock e s t  f o u r n i  oar d 'au t res  compagnies, on l ' a  in- 
d i q u k  par l e  t ype  d ' a p p a r e i l  s u i v i  du nom de l a  com- 
pagnie fou rn issan t  l a  s tock correspondant. 

EX. GAKC,ER (KLM) 
DC. 6 Sabena NEW-YORK I Sab J 

(1 DC.6 B 3 r i s s a i r  

The a i r l i n e  whose name appears i n  bracke t s  i s  t he  serv -  - 
i c i n g  a i r l i n e  a t  t h e  base and tha t  which provides  the  2 
s tock o f  spare par t s  for  the  type o f  a i r c r a f t  i n d i c a t e d .  . 0 

S tocks  provided by other  a i r l i n e s  are  ?nd ica ted  by  t h e  
t ype  o f  a i r c r a f t  and name o f  providing a i r l i n e ,  t hus :  

GANDER (MM) 
DC.6 Sabena 
DC.6 B Swis sa i r  

La empresa cuyo nombre aparece e n t r e  pareh tes i s  e s  l a  
que t i e n e  a  s u  cargo e l  s e r v i c i o  de l a  base y  l a  que . 

sumin i s t ra  l a s  p i e zas  de recambio para 10s t i p o s  d e  
aeronaves indicados.  Cuando 10s sumin i s t ros  s e  hacen 
por o t ras  errpresas, s e  ind ica  por e l  t i p o  de aeronave 
seguido d e l  nomkre de l a  empresa que sumin i s t ra  l a s  
p i e zas  de recambio correspond ien tes .  

Ejemplo: GANDER (I'L:f) 
DC.6 Sabena 
DC.6 B Swis sa i r  

Base m 8 t r o p o l  l t a i n e  

Base pr inc ipaI  

~ s c a r o r ~ a n i  s6e 
Organized Base 
Base organizada - 
E s c a l e  e n  c o u r s  

d ' o r g a n i s a t i o n  
Ease under firocess 

of organization 
Base en v i a s  de 

organizecidn 

M U N l  CH I KLH l 
1 o c . 6 )  

oc. 6 r oc. 6  B 
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3 .  - ADVANTAGES OF THIS CO-OPERATIVE FORMULA 

a. - Reduction of capital investment charge s 

According to the companies, this is the main advantage of the formula. 
In the absence of f igures,  which were not provided, an appreciation of the 
results can be obtained by an analysis of the task jointly undertaken in relation 
to the sum of the individual efforts which would be required. (This analysis is 
given in Table IX;) 

It will be seen  that the total stocks provided co-operatively represent  a 
reduction of 30 per  cent a s  compared with the total which the companies would 
have to provide if they acted separately. This total, however, represents  a 
maximum, since all the companies do not use the four types of a i rcraf t  a t  all  
a irports .  Allowing for  this factor ,  the difference between the two sys tems 
appears to be sufficiently important to conclude that the co-operation in this 
case resul t s  in  substantial economy. 

TABLE I X  

Distribution of stocks 
provided by each company 

( Sabena 5 
( KLM 8 
( Swissair 4 - 

Total 1 a 

( Sabena 5 
( KLM 4 
( Swissair 5 - 

Total 14 

( Sabena 3 
( KLM 4 
( Swissair 3 - 

Total 10 

( Sabena 7 
( KLM 6 
( Swissair 5 - 

Total 18 - 

1 

I Genera l to ta l  59 

- Number of bases  2 5 

- Number of co-operative stocks provided 59 

- Number of stocks which would have to be provided 
in the absence of co-operation (Maximum) 100 

Type of Aircraft  

Convair 240 

DC-3 

DC-4 

D G 6  and 
D G 6  B 
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b . - Other advantages 

To some extent, the division of the burden helps to reduce administra- 
tive work. This effect appears to be l e s s  marked than the one just mentioned, 
however, since co-operative action itself entails certain requirements such 
a s  the exchange of documents, meet ings ,  t ravel ,  e tc .  

On the other hand, among the very positive advantages to the participating 
air l ines is the assurance that all necessary spare  par ts  will be available a t  
the airports  served;  an assurance which could not be provided i f  each airline 
had to establish al l  these stocks separately. 

4.  - BARRIERS TO CO-OPERATION AND PROBLEMS REQUIRING SOLUTION 

a .  - Diversity of methods and practices 

The fundamental advantage of using the same a i rcraf t  and equipment 
should c a r r y  wlth i t  uniformity in donditions of utilization. However, a t  the 
present t ime,  although the three Beneswiss part ies  use the same spa re  pa r t s ,  
these a r e  frequently listed with the same number in the nomenclature of each 
company. It is easy  to imagine the complexity of trying to prepare,  a s  in 
the case  of the Beneswiss technical Annexes, a detailed and accurate l i s t  of a 
large number of components. Under the present conditions, i t  i s  necessary  
to show, in each of these contractual documents, the number of each par t  in 
the nomenclature of each of the three  companies. Consequently, a s  previously 
mentioned, one of the tasks undertaken by CPAM has been to study the possi- 
bility of standardization in this field, and some useful resul ts  have already 
been achieved. 

b.  - Customs ~ r o b l e m s  

The utilization of stocks held in bond a t  the various bases  r a i s e s  
difficulties to which reference has already been made. Certain national 
administrations (e .  g.  Italy) allow storage of stocks only upon payment of a 
fair ly substantial deposit. The custody by a national airl ine of stocks belonging 
to another in a third country is not in  every case a simple mat ter .  It is 
essentially in order  to avoid customs complications that the Bene swiss  Agree- 
ment impose s very s t r ic t  restitution conditions on air l ines borrowing spare  
par ts .  

D. - ORGANIZATION OF MAINTENANCE AND OVERHAUL SERVICES 

It has been considered useful to mention, in  this chapter on technical 
agreements ,  cer tain resul ts  which have been achieved in Europe in the field 
of maintenance and overhaul of aeronautical equipment. 
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The organization of serv ices  of this type has been undertaken either by 
certain airlines (KLM, Air France)  o r  by companies specially established for  
that purpose, Two cases  in France  might be mentioned, the SociCtC F r a n ~ a i s e  
dfEntret ien e t  de Rkparation de Matkriel ACronautique (SFERMA), and the 
SociCtk dl Exploitation e t  de Constructions ACronautiques (SECA)'. 

KLM has installed workshops a t  Sdxiphol Airport where work is done - 
under contract for various foreign companies, The KLM Report for 1949 
gives the figure of 774 engines overhauled during the yea r ,  of whieh'312 be- 
longed to foreign air l ines.  These include, o r  included in previous years ,  both 
European air l ines (the private French company Transports  ,ACriens Intercon- 
tinentaux (TA~))  and non-European air l ines (the Argentine company FAMA). 

Contracts have been concluded between Air France  and TWA for the 
overhaul of the la t te r l s  a i rcraf t  accessories  (flying instruments,  e lectr ical  
equipment, radio, e tc .  ). This is a temporary arrangement ,  physical circum- 
stances having prevented TWA f rom doing this work in California. However, 
Air France  has recently been licensed by the Civil Aeronautics Administration 
of the United States to c a r r y  out engine overhauls and maintenance. Negotia- 
tions a r e  now under way to extend the scope of this certification to other types 
of maintenance (a i r f rames ,  etc .  ). 

The SociCtk Franqaise d'Entretien et de Rkparation de MatCriel ACro- 
nautique (SFERMA) is a limnted company (sociCt6 anonyme) which since 
September 1949 has had its workshops a t  the Bordeaux factory of the SociktC 
Nationale de Constructions Akronautiques du Sud-Oue s t  (SNCASO) . SFERMA 
has the status of a mixed company, par t  of its capital coming f rom SNCASO 
and part  f rom French private airlines (Transports  ACriens Intercontinentaux 
and Air Maroc).  

The work of SFERMA covers maintenance, overhaul, conversion and 
repair  of commercial  and mil i tary aircraf t .  The company has a Douglas 
licence for  DC-3 and DC-4 a i rcraf t ,  and therefore has been able to build up 
stocks of basic components for  these types of a i rcraf t .  

The SFERMA Report for 1949 indicates 86 a i rcraf t  overhauled, repaired 
or  converted, and 158 emergency and miscellaneous repai rs .  Up to the present, 
the Company has worked for French customkrs only (Air France;  private a i r -  
lines in F rance ,  North African and French Union air l ines and the French Air 
Force) .  Its business has not therefore been international but this fact ,  a s  
mentioned in our conclusion, i s  doubtless partly due to the competition of 
s imilar  foreign organizations. 

The Ssciktk d-xploitation et  de Constructions ACsonautiques (SECA) 
on the contrary is a case of international eo-operative effort in view of the 
participation of a large Bri t ish manufacturing f i r m  and the number of foreign 
operators  among i t s  customers.  
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SECA is the f i r s t  of such undertakings in France .  It evolved f rom a 
company founded in 1946 on the initiative of a group of French technicians, 
and in June 1949 was transformed into a limited company with financial parti-  
cipation of the Bri t ish company "Bristol Aeroplane Company", The present 
capital i s  60 million francs with Bristol contributing about one-third and 
French private companies the remainder.  

SECA, which holds a Bristol overhaul licence, has i ts  workshops at  
Le Bourget and c a r r i e s  out the repai r  and overhaul of engines and a i rcraf t  
constructed by that f i r m  (daily checks on the BEA Vickers Vikings equipped 
with Bristol Hercules engines; overhaul and repai r  of Bris tol  Fre ighters  used 
by the companies Air -Transport ,  Aviaci6n y Comercio, Air Vietnam). Other 
types of a i rcraf t  overhauled a r e  the DC-3's of Iranian Airways and Compagnie 
Akrienne de Transports  Indochinois, the DC-4% of the company Transports  
Akriens Intereontinentaux, French military a i rcraf t  of the Centre dl Entrafne - 
ment des RCserves Ordinaires and finally a i rcraf t  belonging to various other 
companies a s  well a s  privately-owned aircraf t .  The different work done by 
SECA (repai r ,  overhaul conversion) is performed under the control of the 
Civil Aeronautics Administration, the Air Registration Board o r  the Bureau 
Veritas respectively, according to whether the a i rcraf t  a r e  American, English 
o r  French.  

F r o m  the foregoing remarks ,  it will be noted that these achievements in 
the field of a i rcraf t  maintenance a r e  the result  of independent efforts.  Up to 
the present there has been no attempt towards international organization in 
this field in Europe. However, the resul ts  obtained by the various services  
which have been s e t  up indicate that these services  a r e  needed. The KLM 
organization a t  Schiphol and that of SECA at  Le Bourget have at t racted an 
international European clientele. Companies f r o m  other continents also make 
use of these services ,  and this is important since it shows that while the 
European companies may not be sufficient to provide the revenue to justify a 
large- scale coloperative- organization, such an organization could profitably 
operate i f  supported by non-European airlines also.  The Compagnie ACrienne 
de Transports  Indochinois, for  instance, whose DC-3's were previously over-  
hauled at  Hong Kong at  a cost of 12 million f rancs ,  has now signed a contract 
with SECA which provides the same service a t  a third of the price.  Under 
these conditions, f t  i s  to the interest  of the F a r  Eas tern  company to obtain 
this assistance in Europe, particularly if  there is a possibility of making the 
flight with a load. The temporary contracts concluded between TWA and Air 
F rance ,  which have been executed to  the full satisfaction of the American 
Company show that the quality of the services offered in Europe may meet  the 
most  severe  national s tandards,  and in this respect  the approval extended by 
the United States Civil Aeronautics Administration to the French Company is 
a particularly interesting and encouraging indication. 

A resul t  of this co-operative organization would b.e the elimination of 
competition which is already becoming evident in this field also. The financial 
statement of SFERMA for  the year  1950, the f i r s t  full year of operation of the 
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company, showed a.deficit of almost six and a half million f rancs .  In its 
report  the Board of Directors  indicated that the company "has had to  face 
strong competition f rom other French enterprises  and above al l  f r o m  well- 
organized foreign companies". It would seem,  therefore,  that the dispersal  
of efforts  has already produced certain negative resul ts .  Provided a solution 
i s  found to certain problems which have been refer red  to in this chapter 
(diversity of languages, standardization of overhaul and maintenance methods 
and practices),  a policy of international co-operation could be extremely 
useful in this field; and no doubt i t  is only within this framework that a solution 
can be found to certain difficulties resulting f rom the national organization of 
these services ,  such a s ,  for  example, the taxation of fuel used in engine tes ts  
and the extension of laws on working hours to  work ca r r i ed  out for  foreign 
companie s . 
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CHAPTER V 

POOLING AGREEMENTS 

This chapter deals  with commercial a i r  t ranspor t  pooling arrange-  
ments. AlthouglitMs system of co-operation has  been applied in other 
regions of the world, it has  always found its main field of application in 
Europe. Our study of pooling arrangements  is divided into three  parts :  

A. - Definition, juridical status and general principles of 
operatibn of the system; 

B . - Individual analysis of the existing European pooling 
arrangements; 

C. - Conclusion: eomgarison with the pre-war system; impor- 
tance and value of co-operation organized on these bases ;  
lessons which may be drawn for  future co-operation in 
Europe. 

A. - DEFINITION AND OPERATION 

1. - DEFINITION OF A POOLING AGREEMENT 

First of a l l  it is essential  to have a elear  understanding of what is 
meant by a pooling agreement.  On the one hand, in  fact, this type of agree- 
ment is frequently associated with others such a s  Agency Agreements and 
Agreements on Airport  Services which a r e  dealt  with elsewhere in this  
report .  On the other hand, it is appropriate to  establish a distinction be4 
b e e n  actual pooling agreements  and the category of agreements  which, under 
the title of q'Ogerating Agreementss' have,, together with the pooling agree- 
ment, the common character is t ic  of leading to specific regulations for the 
provision of contractual services.  

Various works devoted to  pooling agreements* concur a s  to  the 
essential  charac ter i s t ics  to be found in this  type of agreement,  i. e .  : 

* Study on OsJoint Ownership and Operating Arrangements in International 
Air Transporto'  prepared by the PICA0 Secretar iat  in 1946 - Sub --AT 1 
(Working Draft) No. 5, of 28/! lo/! 46. p. 15 - "Pooled and Joint Operation of 
International Air LinesB', address  given a t  McGill University, Montreal, 
14 March 1947, by Capt. Ger t  Meidell, Vice-President of Scandinavian 
Airlines System. In addition, a specimen fo rm of pooling agreement  is 
given in Appendix IV. 
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- the regulation of the services involved; 

- the pooling and allocation of revenue. 

On examining these two fundamental elements, it will be seen that, 
while the former may be the subject of an agreement without the latter 
(as  in the case of Operating Agreements), the latter cannot be included in 
an agreement without the former.  Therefore a pooling agreement and the 
allocation of revenue imply, per se, an operating agreement, 

I t  follows that an adequate definition of a Pooling Agreement should, 
in our opinion, include the two foregoing elements, The following definition 
appears to satisfy this requirement: 

"An agreement between a i r  c a r r i e r s  for the operation by them 
of one service or  one group of services, including the allocation 
of revenue derived f rom such operationqP. * 
This is a brief and simple definition which can be adopted provided 

a "group of servicesw is understood to include different systems of co-opera- 
tive operation. In actual practice, either the participants operate jointly al l  
the services covered by the agreement; or services a r e  allocated among the 
participants, each one of which operates separately; or the group of services 
i s  operated under any combination of these two patterns. 

2.  - LEGAL STATUS OF POOLING AGREEMENTS 

Since the legal nature of pooling agreements may be a matter of 
discussion, it might be appropriate to specify the nature of these arrange- 
ments. The following comment appear s in the review qgEspacesH** referred 
to above: 

@'A pool does not constitute a merger,  since strictly speaking, 
i t  does not mean merging operations; moreover, one of i t s  purposes 
is ,  i f  not to allocate profits, at least  to allocate revenue. Neither 
is i t  in any way a partner ship, since there is no joint contribution of 
capital, and each of the part ies works for his own account, bearing 
the losses and keeping the profits severally. Thus, i t  is evident 
that a pool is a commercial agreement, without special legal status, 
and that,as such, i t  is governed by the general law of contracts. 

* !'Les Pools dans llAviation Commercial,eP', by Mr. Lemoine, Secr Ctaire 
General dUAir France, P'Espacesu, April 1946, p. 15, 

** "Les Pools dans laAviation CommercialeP', by Mr. Lemoine, op, cit. 
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In the light of this comment, i t  does not seem that d.ifficulties could 
a r i s e  in the international sphere a s  a result  of the juridical status of the 
typical Pooling Agreement. I t  is known that some national legislations con- 
tain provisions aimed a t  eliminating the dangers inherent in the establish- 
mexitd commercial associations or  monopolies of different dorms (anti- 
t rus t  laws). There is hardly any possibility of conflict arising in this 
connection. 

3 .  - SYSTEMS OF DIVIDING REVENUE 

a .  - General P r i n c i ~ l e s  

The pool may be either a complete o r  only a part ial  one. 

A complete pool is one involving the pooling of a l l  the revenue 
derived f rom the various categories of traffic. 

A part ial  pool may be of two types, according to whether it affects 
categories of traffic operated o r  the proportion of the revenue deposited 
into the joint account, 

Certain categories of traffic a r e  usually excluded f rom the pool: 
this applies, particularly, in the case of European companies, to cabotage 
traffic and traffic between certain metropolitan countries and overseas 
ter r i tor ies  over which they exercise some fo rm of sovereignty, thus per-  
mitting them to incorporate this traffic into cabotage traffic, 

The scope of the pool may be also limited by the pooling of pa r t  of 
the revenue, for example, only 60 per  cent o r  80 per  cent of such revenue. 

These two limiting elements may be combined. F o r  instance, the 
case  of a pool excluding cabotage traffic and comprising the pooling of 80 
per  cent of the revenue derived f rom the other categories of traffic, 

b. - Formulae for the alblocati,on of revenue 

In the division of the revenue two basic elements of the operation 
a r e  taken into account: 

1) the capacity offered by the a i rcraf t  on the routes which a r e  
operated under the pooling agx eement; 

2) the number of flights performed on these routes taken a s  a 
unit , 
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These two elements combined define the overall  capacity offered b x  
each of the participating companies over a specific period. 

On this  bas is ,  if R represents  the total revenue pooled, C the overall  
capacity of one of the companies and C' the overall  capacity of the other 
company, the proportion of the revenue accruing to each of the companies 
is given respectively by the following formulae: 

RC and RC1 
C + C' C + C' 

When the participating companies use  different equipment, various 
correction sys tems a r e  used, the principles of operation of which a r e  out- 
lined hereunder.  

1. - Svstem of a i r c ra f t  co-efficients 

Each type of a i r c ra f t  brought into serv ice  on the route in question is 
given a coefficient based on i t s  capacity; the mileage performed by each type 
is multiplied by this coefficient to obtain the sharing ratio. In the case  of 
parallel  routes  operated by the participants, this sharing rat io may be ob- 
tained with l e s s  difficulty by multiplying the capacity coefficient by the number 
of serv ices  performed by each type of aircraf t .  

An example would be  the pooling agreement concluded between ABA 
and Air F rance  for the Paris-Stockholm route, dated 2 June 1945*, specify- 
ing the following coefficients of capacity: 

- Dewoitine 338 (Air France)  - 1. 2 

- Boeing B-17 F (AB'A) - 2 

- DC-3 (ABA) - 1 . 4  

If over a specific period the total number of serv ices  performed by 
each type of a i r c ra f t  is 10 for the f i r s t ,  8 for the second and 10 for the third, 
the sharing rat io will be 12, 16 and 14 respectively, and the proportion of 
revenue corresponding to the operation of each type of a i r c ra f t  will be 
12/42, 16/42 and 14/42 respectively. 

* Agreement No. 89 registered with ICAO. 
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This system is no doubt the most equitable which can be found when 
the participants use different equipment, since i t  i s  based on the relation- 
ship between the capacity of each type of a i rcraf t  and the traffic potential 
over the route in question, However, since in practice this second element 
is only estimated and since, on the other hand, the service provided may 
be evaluated in t e r m s  of quality rather  than quantity, the &ing of the 

- 

capacity coefficient is a source of dispute between the par t ies  negotiating 
the pooling agreement,  If company A uses  a 30-seater a i rcraf t  and company 
B a 20-seater a i rc ra f t  which i s  more  comfortable and reliable than that used 
by A, B will endeavour to offset the advantage which A would obtain f rom the 
use of the larger  aireraft ,  by having A agree  to a reduction of the capacity 
coefficient applicable to that a i rcraf t ,  Fo r  instance, agreement might be 
reached on a capacity of 25 sea ts  for A B s  a i rcraf t  and 20 for B's  aircraft .  

2. - System of ceilings 

A @'ceilingP' is established for the traffie the revenue of which is to 
be  pooled; this ceiling i s  equal to the payload which can be  carr ied,  on each 
flight, by the lowest capacity a i rcraf t  flown on the route, This revenue is 
then allocated in proportion to the mileage performed by each airline, The 
revenue derived f rom traffic over and above the fixed ceiling is retained by 
the airline which has  carr ied  that traffic, 

If the payload of airline A's ai rcraf t  is 30 seats ,  and that of airline 
B k  ai rcraf t  20 seats ,  the ceiling i s  fixed a t  20 passengers.  If on a flight 
over the same route A ca r r i e s  25 passengers and B 15, A will pool the 
revenue corresponding to 20 passengers and B the revenue for 15 passengers,  
that is a total revenue corresponding to 35 passengers,  of which each then 
receives'half. Airline A will retain the revenue f rom the excess traffic which 
i t  has  carr ied,  i. e ,  the revenue f rom 5 passengers.  

In general, provided the service is of equal quality, this system 
favours the airline using the a i rcraf t  with lower capacity, since the co- 
efficient of utilization of the larger  a i rcraf t  normally is greater  than the 
fixed ceiling and i t  may be  considered that the airline using the larger  a i r -  
craft ,  in practice, always puts into the pool more  than i t  takes out, The 
airline using the larger  a i rcraf t  will then endeavour to res to re  the proper 
balance by having the other party agree  to setting the ceiling a t  a lower level 
than the normal capacity of the smaller  aircraft ,  bearing in mind the fact  
that the publicR s preference will inevitably go to the larger  a i rcraf t  on a 
given route. 

However, this  calculation may prove to be false i f  the service of- 
fered by the larger  a i rcraf t  i s  not qualitatively equivalent to that offered by 
the other. If, for instance, the larger  a i rcraf t  has  a lower level of eom- 
for t  or  suffers f rom technical incidents resulting in  delays, o r  failures,  the 
company using that a i rcraf t  will suffer %rom the establishment of a lower 
ceiling than that which i t  has  requested since, a l l  in all ,  the smaller  a i r -  
craft  provides more  traffic than the larger ,  The only course of action then 
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open to the company using the larger aircraft  will be to have the other party 
agree to a modification of the system for dividing revenue or ,  in the case of 
refusal, to withdraw from the pool.. 

The ceiling system may be combined with the coefficient system, 
thus constituting a third formula for the dlocati-s>~ of-revenue livBi2h f s  'de- 
scribed below. 

3.  - Combination of a i rcraf t  coefficients and ceiling 

This system consists in establishing for each aircraft  type a capac- 
ity coefficient which shall be considered to be a ceiling for each a i rcraf t  
and any traffic over and above such ceiling will accrue to the benefit of the 
company which has produced it. If the capacity of one of the aircraft  is 
se t  a t  35 seats  and that of the other a t  20, traffic will be pooled to the 
amount of 35 passengers for the f i r s t  and 20 for the second, revenue being 
divided in the proportion of 35 to 20. 

This is a compromise formula that is used when no agreement can 
be reached either on the bas is  of the system of aircraft  coefficients or by 
the system of ceilings, because of substantial differences in capacity between 
aircraf  used. If one airline uses  a DC-3 and the other a DC-4 --the capac- 
ity of one being approximately twice that of the other -- the operator of the 
DC-3 will favour the ceiling formula, but will be unwilling to lower i t  to 
the level desired by the other party. The operator of the DC-4 will prefer  
the coefficient system, while the other will o b ~ e c t  to it, for fear of the com- 
petitive effect of the larger aircraft ,  his argument being that the capacity 
offered by the DC-4 is excessive on a route whi ch he serves with a DC-3. 
Under these circumstances the operator of the DC-4 could accept a reduc- 
tion in the agreed capacity of his aircraft  to 35 seats  for instance, which 
would be considered a ceiling, and he would retain any excess traffic in its 
entirety. This would be more  satisfactory to the DC-4 operator than set- 
ting the ceiling a t  the capacity of the DC-3, while the DC-3 operator would 
reduce the disadvantage he would find in the coefficient system, since he 
rightly contends that actual traffic demand would require an a i rcraf t  with a 
capacity mid-way between that of the DC-3 and the DC-4. 

c. - Provisions applicable to transit  traffic 

The allocation of revenue f rom transit  traffic is calculated accord- 
ing to the ra tes  paid, and the methods differ according to whether or not 
thEough ra tes  have been established for this category of traffic. 

1, - Case where there is no through ra te  

Le t  us assume a route A B C, on the segment A B of which exchange 
traffic between A and B is pooled by companies of these two countries, 
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P and PP respectively, with in addition company P operating services to C. 

There a r e  severa l  solutions open to the members:  

- not to pool, on segment A B, the t ransi t  traffic A C operated 
by P; 

- to pool pa r t  of this traffic. If the ceiling system is 
adopted fbr through traffic A B,  company P ' ,  which in this  partick 
ular case  does not handle any transi t  traffic, may request  its 
co-member to pool t ransi t  traffic on segment A B up to the ceiling 
adopted for the d i rec t  traffic A B; 

- pool a l l  t ransi t  traffic on the segment A B. This would resul t  
in a complete pooling of all through and t rans i t  traffic.  Company P 
would pool the revenue corresponding to the ra tes  paid in accordance 
with the methods indicated below. 

2 .  - Case where there is a through ra te  

If a through ra te  has  been established for traffic A B C and this 
traffic is pooled, company P will pool a portion of the through ra te  charged 
for the carr iage  of this traffic over the segment A B. This system requires 
the prior  establishment by the co-members of an agreement known a s  a 
l'pro-ratags agreement, by which they undertake to bear  together the pos- 
sible difference between the sum of the revenue Paid for car r iage  on seg- 
ments A B + B C (cumulative rate)  and the through ra te  A B C. If the ra te  
on segm@nt A B i s  500 f rancs  and 1, 000 francs on B C, the cumulative ra te  
for A B C will be 1, 500 francs,  If a through ra te  A B C is established it 
may have been set,  for ~ns tance ,  a t  1, 300 f rancs .  In this case, company P 
pools 300 francs and the difference between the cumulative ra te  and the 
through rate ,  i~hat i s  200 f rancs ,  is borne by each of the members  in pro- 
portion to the mileage which they perform, in application of their pro-rata 
agreement.  In the absence of an agreement of this  type, company P' would 
require P to pay into the pool the revenue derived f rom the t rans i t  t raf f ic  
car r ied  on this segment on the bas is  of the local r a te  A B. Therefore i t  is 
always to the in teres t  of the company operating this  t rans i t  traffic to con- 
clude a pro-rata agreement with i t s  co-member, 

If two companies P and Pkopera te  between their respective counh 
t r i e s  A and C,in the one case a direct  service A C, in the other an indirect 
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service A B C, a problem a r i s e s  a s  regards  the extent to which the com- 
pany operating the indirect service m a y  establish through r a t e s  A B C. 
This has  been settled by IATA with the Is15 per  cent rule", according to 
which any indirect route may  justify the establishment of a through ra te  
provided the mileage for  the indirect route does not exceed that of the 
direct  route by m o r e  than 15 per  cent. 

d. - Calculation of the mileage performed 

Calculation of the mileage may give r i s e  to litigation among the 
part ies  to a pooling arrangement  when they operate a service between two 
points over different routes.  One air l ine may have found i t  necessary,  fo r  
technical or  for commercial  reasans ,  to follow a route that is  l e s s  d i rec t  
than that used by the other airl ine. F o r  instance, the a i rc ra f t  of one of the 
air l ines may b e  unable to fly over high mountains, o r  their operating range 
may require that an intermediate stop be made between the two points 
served. - In such a case ,  i t  i s  practically impossibld to find a suitable cor-  
rection factor within the framework of the pool, and the air l ine using the 
l e s s  suitable equipment will have to face the consequences of this opera- 
tional disadvantage. If the operator follows the longer route in order  to 
make traffic stops a t  intermediate points, h is  purpose a s  r ega rds  the pool- 
ing arrangement  will be  to endeavour to make up for the increased mileage 
with the additional traffic obtained f r o m  serving such intermediate points. 
If he is able to  do this,he will be satisfied with the pooling arrangement .  
If he is not, and if, for example, the mileage travelled exceeds that of the 
d i rec t  route by m o r e  than 20 per  cent -- while the intermediate traffic 
tha thecdeds  provides additional revenue of 10 per  cent over and above 
through traffic -- the operator would have no other recourse  but to with- 
draw f rom the pooling arrangement .  In one case  however there is an over- 
riding reason for remaining in the pool, namely, when 'the intermediate 
traffic sought by the operator is long-haul traffic extending beyond the 
regional segment organized under the pooling arrangementh In this case,  
the air l ine may consider that the revenue provided by this long-haul traf- 
f ic  compensates for  the disadvantages of the pooling agreement.  In other 
words, i t  will b e  induced to sacrifice i t s  regional organization to i t s  
long-haul policy. This case  probably a r i s e s  in Europe; the individual 
analyses of pooling arrangements  given below may help to f o r m  an opinion 
in this respect .  

F r o m  the foregoing brief analysis of the operation of pooling agree-  
ments,  i t  may be concluded that the main difficulty a r i s e s  f rom the diver- 
sity of equipment used. Irrespect ive of adjustments in the system, such 
agreements  will always requi re  negotiation, sometimes delicate negotia- 
tion, and the very  diversity of sys tems se rves  to underline the difficulty 
of striking a proper  balance between the se iv ices  offered by the partici-  
pants. The dual character  of the c r i t e r i a  applied to serv ices ,  which is 
expressed both in qualitative and quantitative t e r m s ,  inevitably introduces 
an a rb i t r a ry  fac tor .  Airlines using superior types of equipment a r e  known 
to fear  the adverse publicity that may resul t  f rom the use  of inferior a i r -  
craft ,  and therefore a r e  reluctant to enter into pooling agreements  with 
operators  of such a i rc ra f t ,  However, even under these conditions, the 
charac ter i s t ics  of serv ices  operated in a network of 'spoint-to-points' routes 
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such a s  in Europe, may inilitate in favour of such agreements: in  such 
cases, full use i s  made of the methods of correct ion provided under the 
t e r m s  of the contracts which, it should be remembered -- and we will r e -  
turn to this point la ter  on -- a r e  concluded on a short- term b a s i s  and a r e  
frequently adjusted to traffic condit; A O ~ S .  

B . - INDIVIDUAL ANALYSES OF POOLING ARRANGEMENTS 

In the subsequent pages, specific attention is given only to such 
"poolsI1 a s  were  in force during the 1951 summer period. We have excluded 
"pools" which were  in operation during the recent past  (e,  g. Air F rance  - 
Alitalia pooling agreement) , pools which, while already in operation, a r e  not 
covered by a formal  contract (Swissair - JAT), and a lso  those which were  in 
the process  of development during the summer and will b e  implemented in 
the near  future ( ~ i r  France  - E l  Al). 

On the other hand, we have preferred to separate  f r o m  the group of 
pooling agreements  reviewed a l l  a i r  services operated over German t e r r i -  
tory either independently o r  co-operatively. The use  of this te r r i tory ,  which, 
a s  is known, has  been deprived of its sovereignty since the War, has  given 
r i s e  to a special situation characterized by an influx of foreign a i r l ines  
which, in the absence of a German national airl ine, a r e  competing for  
German domestic and international traffic. 

In their des i re  to offset in advance the possible handicap resulting 
f r o m  not being occupying powers, and in the knowledge of Germany's  traffic 
potential, Belgium and the Netherlands became interested in this marke t  
immediately after World War 11, and attempted to organize their operations 
on the bas i s  of a pooling formula which will be  reviewed in this chapter. 
This bi lateral  pooling agreement  is still operating a t  the present  time, but 
its effectiveness is threatened by the efforts of other regional a i r l ines  which 
lately have been at t racted by the German vacuum ( ~ i r  France ,  BEA, 
Swissair),  and by the activities of non-European a i r l ines  (from the United 
States and South America) which have also entered this field in sea rch  of 
traffic to feed their long-range services .  The German problem, because of 
i t s  importance and of the special situation existing in Germany, deserves  
to be  treated separately. 

In order  to present  a clear  picture, a s e r i e s  of cha r t s  and tables 
have been prepared covering the 1951 summer season. These a r e  a s  
follows: 

1) A s e r i e s  of individual char ts  of pooled services  and sys tems 
operating in German ter r i tory ,  whether covered by pooling arrange-  
ments  o r  not, with data on thk capa'city and frequency of region'd : 
services  and of long-haul -extensions of such services  (Maps -XI. t o  
XXIII inclusive); a char t  illustrating the general network of Eurnpean 
pooling arrqngmnents (Map XXV) for cgmparison with the 1935 map 
(Map XXIV). 

2) A general  table (Table XX) showing a i rc ra f t  used, the number 
of sea ts  and seat-kilometres offered per  week, and the weekly f re -  
quencies for a l l  routes  operated unde; pooling arrangements ."  
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3) Four tables (Tables X(a), X(b), X(c), X(dU giving the same 
information a s  under 2) for the various sys tems of operations in 
German ter r i tory .  

4) A table (Table XI) giving figures of weekly traffic offered 
under each pooling arrangement by each air l ine.  
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T A B L E  X 

EUROPEAN-MEDITERRANEAN REGION 

Se rv i ce s  operated under pooling a r r angemen t s  (Summer  1951) 

p e r  week, A i r c r a f t  used,  number  of s e a t s  and sea t -k i lomet res  odferec 

' Weekly 
f requenc ies  
and 'days of 

operation(*) 

ROUTES 

POOL I 

KLM-SAS- 
SABENA 
Amsterdam-  

Copenhagen- 
Stockholm 

Amsterdam-  
Paris 

Amsterdam-,  
Oslo 

Amsterdam-  
Kris t iansand-  
Os lo  

Amsterdam-  
B russrels 

Stockholm- 
Copenhagen - 
P a r i s  

Stockholm- 
Copenhagen- 
Ams te rdam 

Copenhagen- 
Amsterdam-  
B ruatqels 

Oslo- 
Kris t iansand-  
A m s t e r d a m  

Copenhagen- 
Ams te rdam 

P a r  ticipat- 
in  g 

Company 

(Sabena 
(KLM 

KLM. 

KLM 

KLM 

(Sabena 

(Sab ena 
(KLM 
(SAS 
(SAS 

SAS 

SAS 

SAS 

SAS 

F e a t s  

feorf;d 
_pe r  
week 

weekly 

A i r c r a f t  

Convair  240 
I I  

1 1  

DC-3 

DC-3 

DC-3 

Conva i r240  
DC-3 
DC-6 
DC-4 

DC-6 

SAAB Scanjilia 

DC-3 

DC-3 

Seat-kms 
offered 

P e r  
week 

f requenc ies  

Length 

rou t e s  
(km) 

995 
- 

440 

983 

983 

158 

535 

995 

631 

983 

473 

' round 

160 
400 

560 

126 

294 

147 

160 
126 
832 
616 

156 

420 

294 

210 

t r i p s  

159 200 
398 000 

246400  

123 860 

289 000 

23 225 

25 280 
19 910 

1 278 120 
945 560 

155 220 

265 000 

289 000 

99 330 
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Table X (Cont'd) 

Stockholm 

Convair 240 

Amsterdam 
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Table X (Cont'd) 

Amsterdam 
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Table X (Cont'd) 
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Table X (Cont'd) 

(a) The s e r i e s  of f igures (1, Monday; 7, Sunday) indicate the days of the 
week during which these services  a r e  performed, the days of outbound 
flights being separated f rom the days of re turn  flights by a hyphen 
(Ex: 3 .7  - 4.1 = outbound on Wednesdays and Sundays, return on Thur s+ 
days and Mondays). 

N. B. - The most  commonly used seating capacity for each type of a i r c ra f t  
in European services  has  been taken a s  a bas is  on which to calculate the 
sea ts  offered. This capacity is a s  follows: Convair 240 = 40, 
DC-3 = 21,  DC-4 = 44, DC-6 = 52, Ilyushin 11-12 = 27, Lockheed Cons- 
tellation = 42, SO-161 Languedoc = 33, SAAB Scandia = 28, Vickers 
Viking = 27. 
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T A B L E  X ( a )  

CO-OPERATIVE OPERATIONS IN GERMAN TERRITORY 

R O U T E S  

terdam-FrankfurtVie;nna 
&rdarp~rankfurt 

Brussels-Cologne-maberg- 
Munich 

Brussels-F'rankfurt- 
Nuremberg-Sabburg 

Brussels-Frankf urt - 
Munich-Salaburg 

Weekly ' 
frequen- 
cies ahd 
days of 

operation 
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Table X (a) (~ont #d) 

Nuremberg-Muni ch 
Efrtzssels-F'nmkf.urt-Mch 
Brussels-DUsseldorf- 
Frankfurt-Munich 

Bntssels-Frankfur t 
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International regional se 

1 R O U T E S  
Operat- 

ing 
CaPanY 

Paris  Diisseldorf -Hmburg 
Peris-Fradrsurt 
Mch-Berlin 

Copenhagen-Hamburg-Rrmen- 
Dfisseldmf- F'rankfurt- 
Stuttgart 

016-Copenhagen-Hamburg- 
Frdcmrt 

HEPabnrg-Bresneh~seldorf - 
Frankhrrwuaich 

Hamburg-Br emehDiis seldorf - 
FrankfurtrStuttgart 

F ' r ~ ~ & V i e n n € l  

Copenhagen-Ramburg- 
Dihseldorf 

Belgr ade-Zagreb-Wch- 
Frankfurt 

Zurich-Stuttgart-Frankfurt 

Z U X ~ C ~ - M U I X W - N ~ ~ B ~ ~ W ~ -  

vices with sabotage in Garmany 

Weekly 
f requen- 
cies and 
days of 
operation 
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Table X (b) ( ~ o n t  Id) 

I Hamburg-Berlin 
Frankfurt-Berlin 

1 London-C ologne-Frankfurt- 
I Berlin I 

I Total: 9 866 16 012 690 
--- 

with a stop a t  Nuremberg on one outbound service and on two return services [ ]  3 of which stop at Stuttgart 
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T A B L E  X ( c l  

International regional services  i n  Germany 

R O U T E S  

London-Bras els-Diisaeldorf 
Am terdam-Hamburg 

Total: 3 538 12 888 490 
-7- . -- 
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SERVICXS OPERATED BY FOEIGN AIRLIMES INTO G X W J y  -- 
EXCLUDING KLE4 AND SABENA 

Internat ional  long-had services 

R O U T E S  

S tockhalm-Frankfurt-Zurich- 

Zurich-Buenos Aires 

New York-Brussels-Frankfurt 

Mew Yo rk-Glas gow-&auate_rArT 

N.B. I n  the  case of long-haul services,  the  lengths of t he  routes  shown i n  ~ ~ b u n  4 
r e f e r  t o  the  route segments which a re  underlined i n  column 1. 
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T A B L E  X I  

T$EEKLY TRAFFIC OFFERED BY EACH COMPANY UNDER EACH 
POOLING ARRANGEMENT (Summer 195 1) 

including the SABENA - KLM Co-operative Arrangement  in Germany 

( a )  of which 44 .440  by KLM fo r  Sabena 
(b) of which 19, 900 b y  Sabena for  KLM 
(c )  of which 216 000 by KLM fo r  Ali  Flot te  Riunite 

and 168: 000 by Sabena for  Ali  Flot te  Riunite 
(d) Poo l  operated by Swissa i r  only 

Weekly t raff ic  
p e r  company 

(in seat-krns offered) 

(KLM - 1 0 7 7  170 
(Sab ena - 207 705 
(SAS - 3 024 230 

(KLM - 563 200 
(Sabena - 461 430 

(KLM - 677 600 
(Swissair  - 127 050 

(Swissair  - 153 405 
(Sabena - 296 880(a) 

(KLM - 19 910(b) 
(Ali F. R. - 384 OOO(c) 

(CSA - 76 140 
(KLM - 2 9 6 1 0  

(CSA - 73 440 
(Sabena - 5 7 1 2 0  

(CSA - 112 770 
(Air  F r a n c e  - 177 210 

(Swissair  (d) - 66 150 

(Swissair  - 156 240 
(Ali F. R. - 117 180 

(KLM - 180 000 
(Aer  Lingus - 94 500 

(SAS - 208 320 
(Aero  O/Y - 527 310 

(Swissair  - 532 000 
(SAS - 866 300 

(Swissair  - 415 170 
(Air  F r a n c e  - 387 650 

(Sabena - 448 260 
(KLM - 1 242 790 

12 760 740 

P O O L S  

I. - KLM - Sabena - SAS 

11. - KLM - Sabena 
(night pool) 

111. - KLM - Swissa i r  

IV. - Swissa i r  - Sabena 

V. - KLM - Sabena - 
Ali  Flot te  Riunite 

VI. - CSA - KLM 

VII. - CSA - Sabena 

VIII. - CSA - A i r  F r a n c e  

IX. - CSA - Swissa i r  

X. - Swissa i r  - Ali  F lo t te  
Riunite 

XI. - KLM - A e r  Lingus 

XII. - SAS - A e r o  O/Y 

XIII. - Swissa i r  - SAS 

XIV. - Swissa i r  - A i r  F r a n c e  

XV. - Co-operative Ar rangemen t  
in  Germany  (Sabena - KLM) 

Total  

Total  weekly 
traffic 

( in  seat-kms 
offered) 

4 309 105 

1 0 2 4 6 3 0  

804 650 

450 285 

403910 

105 750 

130 560 

289 980 

66 150 

273 420 
. 

274 500 

735 630 

1 398 300 

802 820 

1 691 050 

12 760 740 
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POOL I 

KLM - SABENA - SAS 

1.. - DESCRIPTION O F  THE SERVICES OFFERED (Table X; Map XI) 

SAS - 
Route Stockholm-Co~enhaeen-Paris  

- 1 service daily Stockholm-Copenhagen-Paris, operated by 
day. (DC-4 o r  DC-6 - depar t  Stockholm 0800 hours ,  a r r i v e  P a r i s  
1420 hours;  depart  P a r i s  the same day a t  1600 hours ,  a r r i v e  
Stockholm 2 135 hours,  ) 

Route Stockholm-Copenhagen-Amsterdam 

- 1 serv ice  weekly Stockholm-Copenhagen-Amsterdam, seg- 
ment  of the long-haul serv ice  stopping a t  Geneva - Rome - Beirut 
and Tehran. (DC-6 - depar t  Stockholm 1420 hours ,  a r r i v e  Amste r -  
d a m  1840 hours.  ) 

Route Co~enha~en-Amsterdam-Brussels 

- 1 serv ice  daily Copenhagen-Amsterdam-Brussels. 
(Scandia - depar t  Copenhagen 1610 hours ,  a r r i v e  Brusse l s  1945 
hours;  depar t  Brusse l s  next day 0945 hours ,  a r r i v e  Copenhagen 
1310 h o u r s * )  

Route Oslo-Kristiansand-Copenhagen-Amsterdam 

- 1 serv ice  daily. 
(DC-3 - depar t  Oslo 0930 hours,  a r r i v e  Amsterdam 1405 hours;  
depar t  Amste rdam 1505 hours ,  a r r i v e  Oslo 1930 hours, ) 

The route is operated in turn  by each of the a i r l ines  for  a specified 
period. During the summer  of 1951 the operation was divided a s  follows: 

- 16.4.51 to  28.6.51 : K L M  
- 29.6.51 to 20.10.51 : SAS 
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Route Co~enhaeen-Amsterdam 

- 5 se rv ices  weekly, operated by night. 
(DC-3 - depar t  Copenhagen 2350 hours,  a r r i v e  Amsterdam 0230 
hours;  depar t  Amsterdam 0340 hours ,  a r r i v e  Copenhagen 0610 
hours  . ) 

KLM - 
Route Amsterdam-Copenhagen-Stockholm 

- 1 serv ice  daily Amsterdam-Copenhagen-Stockholm. 
(Convair - depar t  Amsterdam 1450 hours ,  a r r i v e  Stockholm 
19 10 hours;  depar t  Stockholm next day  0910 hours ,  a r r i v e  
Amste rdam 1340 hours.  ) 

Combined service with Sabena: 
KLM: 5 se rv ices  p e r  week (days 1, 2, 4, 5, 6) 
Sabena: 2 se rv ices  pe r  week (days 3 and 7). Both with Convairs. 

Route Amste rdam-Par i s  

- 1 serv ice  daily. 
(Convair - depar t  Amsterdam 1435 hours ,  a r r i v e  P a r i s  1605 hours;  
re turn  service: depar t  P a r i s  1230 hours ,  a r r i v e  Amsterdam 
1355 hours . )  

Route Amsterdam-Oslo 

- 1 serv ice  three  t imes  pe r  week. 
(DC-3 - depar t  Amsterdam 1105 hours ,  a r r i v e  Oslo 1430 hours;  
depar t  Oslo 1600 hours ,  a r r i v e  Amsterdam 1940 hours: .) 

Route Amsterdam-Brusse ls  

- 1 serv ice  th ree  t imes  per  week combined with Sabena. 
(Convair - depar t  Amsterdam 0900 hours,  a r r i v e  Brusse l s  
0955 hours;  depar t  Brusse ls  1620 hours ,  a r r i v e  Amsterdam 
1715 hours . )  

SAB ENA 

Route Amsterdam-Copenhagen-Stockholm 

- Combined ses.vice with KLM, a s  indicated above, twice a 
week for  Sabena (Convair). 

Route Amsterdam-Brusse ls  

- 1 service th ree  t imes  per  week combined with KLM 
(DC-3 and Convair - days 1, 2, 5 , )  
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CARTE XI M A P  XI CARTA XI 
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2. - CF&ARACTERISTICS OF THE POOL 

This t r ipart i te  pool consists of an  allocation of the routes and services - - 
operated, on a dual basis ,  i. e., permanent and periodic, The participants 
operate on a permanent basis  either different routes o r  different services on 
skctor s of common routes.  KLM operates itself a direct Amsterdam-Oslo service 
while SAS Qperates  the d i rec t  route Stockholm-Paris, etc, Qnthe other hand, a s  will 

a have been noted, one of the routes of the pool, Amsterdam-Kristiansand-Oslo (with 
the possible inclusion 07 Copenhagen later on) i s  periodically assigned t o  each of the 
three'airlines. 

The revenue f rom the entire network is allocated probably on the basis  
of a pre-determined ratio according to ton-kilometres offered. According to 
our calculations, total seat-kilometres offered, 4, 309, 105, a r e  allocated a s  
follows: 

SAS : 3,024,230 o r  70 pe r  cent 

KLM : 1,077, 170 o r  25 p e r  cent 

Sabena : 207,705 o r  5 per  cent 

Thus, it may  be assumed that the revenue f rom the pool is allocated 
in the same ratio, 

This  pool appears  to  constitute a novel formula. Certain t r ipart i te  
pools in existence before the war provided for an allocation of services among 
the participants, but did not allocate overall income, a s  in this case. 

3. - POLICY OF THE AIRLINES IN THE NETWORK 

The network covered by this pooling arrangement  is organized about 
the Paris-Brussels-Amsterdam-Copenhagen-Stockholm traffic axis. Before 
the war Air  France  and Sabena operated along this axis  under a pooling 
arrangement (Paris-Brussels-Amsterdam-~-~amburg-Copenhagen-Malm~). 
After the war (1946-1949) Ai r  F rance  and KLM had a pooling arrangement  
on the segment Paris-Amsterdam. The a i rcraf t  used by the French (Bloch 
161, "Languedoc"), owing to various minor technical itncidents, did not prove 
to be a s  efficient on the route a s  was expected and the public prefer red  to 
travel on the DC-3's of KLM. After an endeavour to correc t  this situation 
within the framework of the pooling arrangement  had failed, the pa r tne r s  
denunciated it (March 1949). KLM continued to operate the route by itself. 

Air  France  has not resumed operations on the other traffic points along 
the indicated axis  (Brusse ls ,  Copenhagen, Stockholm), in  a l l  probability owing 
to lack of equipment. It is under these circumstances that the system in this 
sector of Europe has been left to Sabena, KLM and SAS. 
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In 1946, bilateral pooling agreements were concluded between Sabena 
and DDL and between Sabena and ABA. However the Scandinavian airlines 
subsequently arranged to operate ~o in t ly  uncier SAS. The pooling arrangements 
made with Sabena only lasted for a few months. 

Negotiations between Sabena and SAS on the one hand, and KLM and SAS 
on the other, were r e s ~ e d  in  1947. Difficutties were encountered in that the 
traffic rights requested by SAS abroad were equal to the aggregate capacities of 
ABA, DDL and DNL, whereas these airlines were now operating a s  a single 
entity, Furthermore,  the eccentric position of the Scandinavian countries, 
which a r e  less  vulnerable in respect of Fifth Freedom traffic, gave them a 
certain advantage over Belgium and the Netherlands. However, SAS could not 
forego Belgian and Dutch traffic, which included direct exchange traffic with 
the Scandinavian countries and traffic required to feed the OSAS long-haul 
routes. The pooling agreement concluded appears to have provided SAS with 
the necessary direct exchange traffic required by the regional services between 
Scandinavia and the Low Countries. Since both Sabena and KLM a r e  long-haul 
operators, the Fifth (or Sixth) Freedom traffic drawn upon by the Scandinavians 
for the SAS long-haul routes most likely was n ~ t  very substantial. This, no 
doubt, i s  the reason why the Netherlands were able to grant Fifth Freedom 
rights to SAS at  Amsterdam for the route to Beirut and Tehran, 

The route which has enabled SAS to claim the greatest share of the 
revenue arising from this pooling arrangement is the Stockholm-Copenhagen- 
Pa r i s  route, operated with DC-4's and DC-6@sO The use of large aircraft  has 
had the dual result of attracting the public and increasing the income poten- 
tialities of the route. That i s  why SAS felt that it coyld now offer night 
services a t  reduced ra tes  between these points (30 per cent reduction on a 
return ticket, valid for 30 days). These services, which a r e  operated out- 
side the pooling arrangement, a r e  a s  follows: 

- 1 servlce, operated by night, three times per week Stockholm- 
Pa r i s  direct. 
(Dc-6 - depart Stockholm 2220 hours, ar r ive  Pa r i s  0220 hours; 
depart Pa r i s  0320 hours, ar r ive  Stockholm 0705 hours.) 

- 1 service daily, operated by night, Copenhagen-Paris direct.  
(Dc-4 - depart Copenhagen 2310 hours, ar r ive  Pa r i s  0245 hours.) 

Very likely id;  was this action that led Sabena and KLM to organize 
together, on this route, the nnght-time services which they a r e  operating 
under a bilateral pooling arrangement, which, by its very existence, appears 
to reveal certain weaknesses in the co-operation undertaken in the form of the 
tripartite pool. This bilateral agreement i s  examined on the next page. 
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POOL I1 

KLM - SABENA (Night pool) 

1. - DESCRIPTION O F  THE SERVICES (Table X; Map XII) 

The pooling ar rangement  came into force  on 15 Apri l  1951. 

KLM - 
Segment Amsterdam-Par is :  

- direction Paris-Amsterdam: 1 serv ice  daily (Convair) 
- direct ion Amsterdam-Par is :  4 se rv ices  p e r  week (Convair). 

Segment Stockholm-Amsterdam: 

- 2 se rv ices  p e r  week (Convair; days  6 and 7 ) .  
Combined se rv ices  with Sabena. 

SABENA 

Segment Paris-Brussels-Amsterdam: 

- 1 serv ice  p e r  week (Convair and DC-3).  

Segment Stoc kholm-Amsterdam: 

- 2 se rv ices  p e r  week (Convair; days  7 and 3; combined 
serv ices  with KLM). 

Time-table of the night service: 

direction P a r i s  -Stockholm: 
depar t  P a r i s  01 10 hours ,  a r r i v e  Amsterdam 0235 hours;  
depar t  Amste rdam 0320 hours, a r r i v e  Stockholm 0620 hours. 

direction Stockholm-Paris: 
depar t  Stockholm 2255 hours ,  a r r i v e  Amsterdam 0225 hours;  
depar t  Amsterdam a3 15 hours ,  a r r i v e  P a r i s  8445 hours.  



114 ICAO Circular  28- AT/^ 

This service operates  four t imes  per  week. On the other days, the 
service involves a t ransfer  either a t  Brusse ls  o r  a t  Amsterdam (change DC-3 - 
Convair). 

There is a 25 p e r  cent reduction in the round-trip r a t es  on these night 
services a s  compared with the day-time rates .  

2. - COMMENTS 

The organization of this pooling arrangement  for  night operations, 
apparently to counteract the service organized by SAS has not produced the 
expected results.  However, this is a lso  t rue  of the SAS night service. 

The main reason is that a l l  these night serv ices  have schedules which 
a r e  most  inconvenient to passengers .  

A.passenger making use of the SAS (DC-6) tri-weekly service a r r i v e s  
a t  P a r i s  f rom Stockholm o r  leaves P a r i s  for Stockholm a t  3 a .m. The pas-  
senger wishing to take the daily SAS flight f rom Copenhagen to P a r i s  (DC-4 
o r  DC-6) a r r i v e s  a t  P a r i s  around the same time. On the Sabena o r  KLM 
aircraf t ,  he leaves P a r i s  a t  0120 hours for Stockholm,, OX coming fromStockholm 
a r r i v e s  a t  P a r i s  at 5 a . m .  The KLM-Sabena service,  ,in relation to that 
of SAS,has the additional disadvantage of one or  two stops in the middle of the 
night (Brusse ls ,  Amsterdam),  to which must be added, on certain days, the 
even m o r e  ser ious disadvantage of a change of aircraf t .  

Under these conditions, i t  is noted that the substantial advantage of the 
reduced ra te  - the reduction being either 25 per  cent o r  30 per  cent is part ly 
offset by the inconveniences of the service offered. It may be seen f rom the 
above-indicated schedule that the SAS day-time service,  on the contrary, 
offers on this route a pract ical  schedule in both directions. 
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CARTE XI1 MAP XI1 CARTA XI1 

--- E T E  1951 [ 

I POOL I I  - K . L . M . -  S A B E N A  

(Pool de n u i t  - Night  Pool ) I 
(Servtczos noc turms  en pool)  

Stockholm I 

Escale  d l a r t i c u l a t i o n  en t re  l e s  s e r v i c e s  reg~onaux en pool e t  l e s  long-courr iers  
Divcding fioint betweea fiooled regionaz seruice awl long-haul ser?pice 
Punto d i v i s o r i o  en t re  10s s e r v i c i o s  red iona lesen  pool y 10s de t renspor te  a lerga 
a i s t a n c i a  LONG-COURR I E R S  

S A B E N A  

LQVG-HAUL SERVICE 
SERVICIOS DE TRANSPOKW A LARGA UISTAhCIA 

SPBENA 

1 K.L.M. . .  K . L . M .  
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POOLS I11 and fV 

SWISSAIR - KLM 
SWISSAIR - S A B W  

POOL SWISSAIR - KLM 

1. - DESCRIPTION O F  THE SERVICES  a able X; Map XIII) 

SW ISSAIR 

Route Zurich-Basle-Amsterdam: 

- night service operated five t imes  per  week. 
(DC-3 - depart  Zurich 2320 hours, a r r i v e  Amsterdam 0240 hours; 
depart  Amsterdam 0330 hours, a r r i v e  Zurich 0645 hours; days 2, 
3, 4, 5, 6 . )  

KLM .- 

Route Amsterdam-Zurich direct: 

- 2 services  daily: 

1) depart  Amsterdam 1010 hours, a r r i v e  Zurich 1210 hours; 
depart  Zurich 1310 hours,  a r r i v e  Amsterdam 1510 hours (~onvair)@l 

2) depart  Amsterdam 1610 hours, a r r i v e  Zurich 1810 hours; 
depart  Zurich 1910 hours,  a r r i v e  Amsterdam 21 10 hours.  (Convair), 

2. - CHARACTERISTICS OF THE POOL 

The services  a r e  divided between the members  with one operating the 
direct  route and the other  an  indirect route, a segment of which, Zurich-Basle, 
comprises cabotage traffic. The Zurich-Basle-Amsterdam service is a night 
postal service,  including passenger traffic a t  reduced f a r e s  (a  reduction of 
28 per cent on the normal  Bask-Amsterdam ra te) ,  The conditions of the 
pooling agreement  a r e  not known. The direct  service between Zurich and 
Amsterdam was the subject of an  ea r l i e r  pooling arrangement  between KLM 
and Swissair,  with a seasonal distribution of services.  This  arrangement  
related only to the Convair 240 and extended over a year .  F o r  s ix  months 
(summer)  KLM operated a t  the frequency of four serv ices  weekly, and 
Swissair a t  th$ frequency of three  weekly, these proportions being reversed  
during the winter period (s ix  months). This formula enabled a daily service 
to be maintained,providi'ng each of the participants in turn with a f r e e  aircraf t .  
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POOL SWISSAIR - SABENA 

1. - DESCRIPTION O F  THE SERVICES (Table X; Map XIII) 

SW ISSAIR 

Route Geneva-Brussels: 

- 1 service three  t imes per  week. 
(DC-3 - depart  Geneva 1530 hours,  a r r i v e  Brusse ls  1750 hours; 
depart  Brusse ls  1820 hours,  a r r i v e  Geneva 2040 hours; days 1, 
3, 5.) 

Route Zurich-Brussels:  

- 1 service  weekly. 
(DC-3 - depar t  Zurich 1410 hours,  a r r i v e  Brusse ls  1615 hours; 
depart  Brusse ls  1655 hours,  a r r i v e  Zurich 1855 hours; day 5.) 

Route Zurich-Brussels:  

- 3 services  weekly. 
(DC-3 - depar t  Zurich 1000 hours, a r r i v e  Brusse ls  1205 hours; 
depart  Brusse l s  1240 hours,  a r r i v e  Zurich 1440 hours; 'days 1, 
3, 7 4  

SABENA 

Route Brussels-Geneva: 

- 3 services  weekly. 
(Convair - 1 service a t  midday; 
2 in the afternoon; days 4, 6, 7.) 

Route Brussels-Geneva: 

- 1 service weekly performed by KLM for Sabena. 
(Convair - depart  Brusse ls  1115 hours,  a r r i v e  Geneva 1255 hours; 
depart  Geneva 1730 hours,  a r r ive  Brusse ls  1915 hours; day 2.) 

Route Brus  sels-Zurich: 

- 3 services  weekly. 
(Convair - 2 services  a t  midday; days 2 and 4; 
1 service in the afternoon; day 6. ) 
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~ f f e c t u e '  par l a  K.L.M. pour  l a  SABENA 
I (Operated b y  K . L . Y .  for SABEiW) 

(Servicio de K . L . M .  para SABENA) 

, A. Pool SWISSAIR-SABENA 

5. Pool SWISSA~R-K.L.M. 
i I .  F.T. A .  11151-Ca, 183-184 
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2. - CHARACTERISTICS OF THE POOL 

Initially both companies operated DC-3's in this pool. Therefore it was 
a case  of the most  simple form of pooling arrangement: operation along 
parallel  routes with s imi lar  equipment, revenue being divided on a pro-rata  
basis according to the mileage performed by each airline. 

After Sabena star ted operating Convairs 240, the ceiling system appears  
to have been adopted; it will be recalled, that this  ceiling is established on 
the bas is  of the capacity of the smal ler  a i rcraf t ,  in this case the DC-3 (unit 
capacity: 19 passengers ,  o r ,  if expressed in t e r m s  of weight: 1, 900 kilogram- 
mes). 

The services  provided a r e  organized in such a way that they a r e  spread 
put over the week, a n d a r e  allocated to the participating companies in the most  
equitable manner possible. It will be seen, for  example, that the Brusse ls -  
Geneva services  a r e  operated alternatively by Sabena and Swissair on s ix days 
of the week, the seventh day, (Tuesday) being taken up by the service  pe r -  
formed by KLM for  Sabena. The schedules have a lso  been organized so a s  to 
offer a serv ice  spread out through the, day (morning, midday and afternoon 
services).  However, the "midday aircraf t"  is the one most  favoured by the 
public on the short  flights which a r e  character is t ic  of European operations. 
It is noted that out of eight serv ices  weekly car r ied  out on the most  important 
of the two routes involved in this pool -- Brussels-Zurich -- six a r e  "mid- 
dayw services.  
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KLM - SABENA - ALI FLOTTE RIUNITE 

1. - DESCRIPTION OF THE SERVICES (Table X; Map XIV) 

Route Amsterdam-Frankfurt-Milan: 

- 1 service  three  t imes  pe r  week performed by KLM f o r  
Ali Flotte Riunite. 
(Convair - depart  Amsterdam 1005 hours,  a r r i v e  Milan 1420 hours; 
depart  Milan 1550 hours,  a r r ive  Amsterdam 1950 hours; days 2, 
4, 6 . )  

Route Brus  sels-Milan: 

- 1 service three t imes  pe r  week performed by Sabena fo r  
Ali Flotte Riunite. 
(Convair - depart  Brusse ls  1030 hours,  a r r i v e  Milan 1240 hours;  
depart Milan 1340 hours,  a r r ive  Brusse ls  1550 hours; days 1, 
3,  5:) 

Segment linkinn Brusse ls  -Amsterdam: 

- 1 service performed by Sabena for KLM, 
(Convair; days 1, 3, 5, ) 

2. - CHARACTERISTICS OF THE POOL 

This pooling ar rangement  has passed through three  phases in its organiza- 
tion. During the f i r s t ,  the three a i r l ines  operated with their own aircraft:  KLM 
and Sabena with DC -3's, Ali Flotte -Riunite with SIAI- and SM-95's. 

The Italian air l ine,  af ter  encountering many difficulties with the a i r c r a f t  
i t  was operating, finally withdrew f rom the service while maintaining i t s  
participation in the pool. It requested its co-members to  operate  i t s  sha re  
in the pooling ar rangement  using their  equipment hired a t  a contractual pr ice  
per  round-trip. This  was the second phase of the organization. 

The third corresponds to the present  sys tem in which the Amsterdam- 
Brussels  link-up segment is operated by Sabena for KLM, 
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CARTE XIV MAP XIV CARTA XIV . 
ETE I P S !  
SiMMfi'R l U 3 1  
VERAIW) 1951 

P O O L  V - K . L . M .  - SABENA - A L I  F L O T T E  R l U N l T E  

AL I  FLOTTE R I U N I T E  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I 
Effect ue pour I'ALI FU)TTE A L l T A L l A  
(Operated on brha 1 f of ALI FLOTTE) --..-.-.-...- 
(Serv ic io  c frr  t uado para ALI FLOTTB) I 
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3. - COMMENTS 

This pool is one which i l lustrates  best the precariousness of the system 
when the members  use a i rc ra f t  of very  unequal quality on a route. The Italian 
SIAI and SM-95 a i r c r a f t  were  incapable of providing the customer with a 
service comparable to  that of the DC-3, and a l l  the m o r e  in the case  of the 
Convair 240. This was the same basic factor which, towards the end of 1950, 
led to the denunciation of the Air  France  - Alitalia pooling arrangement  which 
had been operated since 1949 a s  well a s  the case  of the Swissair-Iberia pooling 
arrangement  in 1949. 

The lease arrangement  adopted by the Italian air l ine in the pool in ques- 
tion possibly gives it no other advantage than that of maintaining a foothold on 
the route. 

In return,  the precar ious  situation of the Italian air l ine industry has 
enabled the other countries to  draw on pa r t  of the Italian traffic, part icular ly 
long-haul, to their benefit. The few long-haul serv ices  operated by Italy with 
reduced frequencies often do not.meet the needs of the use r s ,  and Sabena and 
KLM a r e  endeavouring to drain this Italian traffic towards their own respec-  
tive capitals, each of which is the point of origin of long-haul serv ices ,  It i s  
possible that one of the a ims  of the KLM-Sabena pooling arrangement  is to 
neutralize the preponderant position which one of these a i r l ines  may have 
acquired over the other in the Italian market .  

I) 
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GROUP OF POOLS VI, VII, VIII, and IX 

GSA - AIR. FRANCE 
C,SA - SWJ.SSAJ& 

These bilateral pooling arrangements  have certain common features and 
have therefore been grouped together. When drawn on a map they give the 
appearance of four routes belonging to a same route pattern radiating f rom the 
same point: Prague.. Another common feature is that these pooling ar range-  
ments a r e  the only ones in existence between western a i r l ines  and an air l ine 
of a State situated within the Soviet sphere of influence. 

1. - DESCRIPTION O F  THE SERVICES (Table X; Map XV) 

POOL CSA - KLM 

Route Prague  -Amsterdam: 

- 1 KLM service weekly. 
(DC-3 - depart  Amsterdam 1030 hours,  a r r i v e  Prague 1340 hours; 
depart  Prague  1445 hours,  a r r ive  Amsterdam 1800 hours; day 6.) 

- 2 services  weekly GSA. 
( I l y ~ s h i n ~  112 - depart  Prague 0930 hours,  a r r i v e  Amsterdam 
1210 hours; depart  Amsterdam 1315 hours, a r r ive  Prague  1555 
hours; days 2 and 4. ) 

POOL CSA - SABENA 

Route Prague-Brussels: 

- 2 Sabena services  weekly. 
(DC-3 - depart  Brusse l s  1330 hours, a r r i v e  Prague 1630 hours; 
depart  P rague  1720 hours,  a r r ive  B,russels 2020 hours; days 1 and 
5. )  

- 2 services weekly CSA, 
(Ilyushin 12 - depart  Prague 1015 hours,  a r r ive  Brusse ls  1245 hours; 
depart  Brusse ls  1340 hours,  a r r ive  Prague  1610 hours; days 3 and6:) 
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POOL CSA - AIR FRANCE 

Route Prague-Paris :  

- 1 Air  F rance  service three t imes  per  week. 
(Languedoc - depart  P a r i s  0810 hours,  a r r i v e  Prague  1140 hours; 
depart  P rague  1340 hours,  a r r ive  P a r i s  1'725 houfs; days 2, 3, 4.) 

- 1 CSA service three  t imes a week. 
(DC-3 - d e p a ~ t  Prague  1340 hours,  a r r i v e  paris 1725 hours; 
depart  P a r i s  next day 0810 hours, a r r i v e  Prague 1140 hours; 
days 5, 6 ,  7 and 1. 6 ,  7.) 

POOL CSA - SWISSAIR 

Route Prague-Zurich: 

- 1 Swissair service three t imes  p e r  week. 
(DC-3 - depart  Zurich 1540 hours, a r r i v e  Prague  1750 hours; 
days 1, 3, 5,,) 
The CSA service was not operated during the surntner of 1951 a s  
a resul t  of the action taken to prohibit flights by that company over 
the American Occupation Zone of Germany. 

2. - CHARACTERISTICS OF THE POOLS 

This group of s imi lar  p ~ o l s  r a i ses  two interesting problems: that of the 
prnaniaation of the regional schedule for  direct  serv ices  operated by the 
members  between two points on paral lel  routes and that of the effects on the 
organization of a group of regional pools, of the competitive search  for longc 
haul traffic. 

a ,  - Organization of regional schedules 

This problem is  il lustrated by the CAS-Air F rance  pool. The schedule 
is indicative of the effort made by the members  to  organize their flight depar-  
tures  a t  the same time, a t  each of the two cities served. In the resulting 
schedule, a l l  departures f rom P a r i s  a r e  a t  0810 hours and f rom Prague a t  
1340 hours,  It appears  impossible for the advantages to  be divided equitably 
between the two air l ines,  since one air l ine (CSA ih this case)  is obliged to 
leave its crews over-night several  t imes  in the week in the city where i t s  
partner  bas  i t s  Head Office, The pool may therefore appear, in the view of 
the partner  who is a t  a disadvahtage, a s  a means of allaying this  inequality, 
This resul t  may be  achieved in certain cases,  In others ,  the calculation m a y  
be upset, so that, in so  fa r  a s  the organization of the service for  the public is 
*concerned, the same resul ts  would be achieved by p r i o r '  regulations, without 
pooling of revenue. 
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b, - Incidence of regional pools on long-haul competition 

In the case  in question, an  air l ine that operates  regional serv ices  only 
(CSA) is associated bi la teral ly  with four pa r tne r s ,  a l l  of which a r e  long-haul 
as  well a s  regional ope ra to r s  (KLM, Sabena, ,Air F r a n c e  and Swissair) ,  
The policy of the long-haul opera tors  i s  to channel a maximum of Czech 
traffic in o rde r  to feed their  long-haul services .  

If, in one of the pools, the Czech air l ine uses  the s a m e  equipment a s  
the other member  (e .  g., CSA and ewissair  . in 1950, DC-3), the pool s o  
organized would include the allocation of revenue in proportion to the mileage 
performed. If, in another pool, the Czech a i r l ine  does not use equipment 
uniform with that of i t s  associate ,  the la t ter  m a y  then derive m o r e  profit  f rom 
the pool, a s  a r e su l t  of the cor rec t ive  factor introduced in the sys tem agreed  
on, -e, g o ,  the a i r c r a f t  co-efficient, Under these circumstances,  the ~ z i c h  
airline would- n a t ~ r d l l y ~ t e n ' d ~ t o  feed long-haul t ra f f ic  -- pooled along the 
xegional sec to r s  -- t o  the a i r l ine  f rom whose co-operation i t  der ives  most  
benefit. CSA1s assoc ia te  in the otherpool  would then find its advantages in 
the regional pool wiped out by the reduction in its long-haul traffic;  even 
though it maintains  its own traffic office in Prague ,  it will probably be unable 
to counteract the effect of the policy followed by the local a i r l ine,  since the 
four s tar t ing points for  long-haul routes,  n a m a y  Zurich, P a r i s ,  Brusse ls  
and Amsterdam,  in view of their  proximity, offer the long-haul passenger  
almost equivalent service.  In o rde r  to retain its long-haul cus tomers  -- a 
pr imary  objective of a l l  European a i r l ines  -- the air l ine which had provided 
CSA with the leas t  'beneffi,ts, in the pool would therefore have to sacr if ice  i t s  
position on the region&lneLt,wo~r' which would involve modifying the formula 
of the pool to  the advantage of i t s  associate.  This example shows how European 
competition for  long-haul traffic direct ly  affects the functioning of regional co- 
operation. 

Three  of the pools examined above a r e  not operating a t  present ,  since 
- Air F rance ,  Sabena and'KLM serv ices  were  suspended towards the end of 

the summer  in 1951. The only pool still in operation is that with Swissail-, 
the se rv ices  of which a r e  operated by Swissair  only th ree  t imes  a wekk during 
the winter season. 
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CARTE XV MAP XV CARTA XV 

P O O L  V I  - C . S . A .  - K . L , M .  
E T i  1951 

SUMMER 1351 
P O O L  V I  I -  C . S . A .  - S A B E N A  VERANG 1951 
P O O L  V l l l  - C . S . A .  - A I R  F R A N C E  
P O O L  I X  - C . S . A .  - S W l S S A l R  

E s c a l e  d ' a r t i c u l a t i o n  e n t r e  l e s  s e r v i c e s  re'gionaux 
e n  pool e t  l e s  l o n g - c o u r r i e r s  ---------------- K . L . M .  
D i v l d i n g  p o i n t  be tween pooled r e g i o n a l  s e r v i c e  and 
l o n g - h a u l  " s e r v i c e  - - - - - S A 6 E N A  
P u n t o  d i v i s o r i o  e n t r e  10s  s e r v i c i o s  r e p i o n a l e s  

en pool  y  10s d e  t r a n s p o r t e  a  Iargn  d i s t d n c i s  . A I R  F R A N C E  

C.S .A.  S W I S S A I R  

K.L.M. LONG-COLIRR I E R S  

SABkNA L O F G - K A U L  SERVICES 

A I R  FRANCE 
SERVICIOS DE TRANSPORTE A  U R O I  DIsTANCIA - S W I S S A I R  - LEGENDE - 

A .  P o o l  C . S . A . - K . L . M .  L a r g e u r  des bandes: 1 m/m= 40 s i k g e s  ( p a r c o u r s  simp1 e )  
Les c h i  f f r e s  i n d i q u e n t  l a  f r i q u e n c e  hebdomadai r e  B -  Pool  C . S . A . - S A B E N A  - LEGEND - C- P o o l  C . S . A . - A I R  F R A N C E  W i d t h  o f  s t r i p s :  1 m / m r 4 0  s e a t s  a v a i l a b l e  ( S i n g l e  

D- P o o l  C , S . A . - S W I S S A I R  J o u r n e y )  - F i g u r e s  i n d i c a t e  w e e k l y  f r e q u e n c y  
C x p l o i t d  p a r  l a  SWISSAIR s e u l e  - CLAVE - 

a -  ( O p e r a t e d  by,SWISSAIR o n l y )  Anchur'a de l a s  bandas:  1 mm. r 40 a s i e n t o s  ( v i a j e  
"x!.lotado dnicamente  por l a  SIYIS,T.4IR s e n c i l l o )  - Las c i f r a s  i n d i c a n  l a  f r e c u e n c i a  semanal 

I . F , T . A . - 1 ! / 5 i .  C+.186.L87.LP8.18 



ICAO Circular  28- AT/^ 127 

POOL X 

SWISSAIR - ALI FLOTTE RIUNITE 

1. - DESGRIPTION OF THE SERVICES (Table X, Map XVI) 

S W ISSAIR 

Route Geneva-Nice-Rome: 

- 1 service four t imes  p e r  week. 
(DC-3 - depar t  Geneva 1620 hours,  a r r i v e  Rome 2040 hours; 
depart  Rome next day 0830 hours, a r r i v e  Geneva 1250 hours; 
days 2, 4, 6, 7 and 3, 5, 7, 1.) 

ALI FLOTTE RIUNITE 

Route Rome-Nice-Geneva: 

- 1 service three  t imes  per  week. 
(DG-3 - depar t  Rome 0830 hours, a r r i v e  Geneva 1250 hours; 
days 2 ,  4, 6; 
depart  Geneva 1650 hours,  a r r ive  Rome 2100 hour i ;  days  3,5,  6 . )  

2. - CHARACTERISTICS OF THE POOL 

Para l l e l  route operated by the members.  using the same type of aircraf t .  
Probably, allocation of revenue in proportion to the mileage performed. 

Connection between Geneva and Zurich is provided for  a l l  the services,  
since Geneva alone does not provide sufficient traffic to Italy. The segment 
of Swiss cabotage i s  therefore considered a s  a feeder segment for the inter-  
national route, 
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CARTE XVI MAP XVI CARTA XVI - 
ETE 1921 

POOL X - S W l S S A l R  - ALI FLOTTE R l U N l T E  S u M N p R l Q 5 1  
VERANO 1951  

- LEGEYDE - 
L a r g e u r  des bandes : 1 = 40 s i kges  ( p a r c o u r s  s i m p l e )  
Les c h i f f r e s  i n d i q u e n t  l a  f r 6 k u e n c e  hebdornadaire. 

- LEGEND - 
W i d t h  o f  s t r i p s :  1 m / m r 4 0  s e a t s  a v a i l a b l e  ( S i n g l e  Journev )  
F igures  i n d i c a t e  week ly  f r equency .  

- CLAVE - 
Anchura de l a s  bandas: I m m . r 4 0  a s i e n t o s  ( v i a j e  s e n c i l l o )  
Las c i f r a s  i n d i c a n  l a  f r ecuenc ia  semanal.  

fl Zurich 
/ 

/ ?  

Escale d ' a r t  i c u l a t  ion e n t r e  l e s  se rv ices  rdgionaux en pool e t  l e s  long -cour r i e rs  
Dividing point between Pooled regional service anc! long-haul seruice. 
P u n t o  d i v i s o r i o  e n t r e  10s  s e r v i c i o s  r e g i o n a l e s  e n  pool y 10s de t r a n s p o r t e  a  larga 
d i s t a n c i a  

1-17 SW I S S A I R  LONG -COUliR IERS 
LONG -HAUL SERVICES 

1- A L I  FLOTTE RlUNlTE SERVICIOS DE TRANSPORTE A  LARGA DISTANCIA 

S W l S S A l R  - - - -  
i es  ITALl  ENNES 
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POOL XI 

KLM - AER LINGUS 

1. - DESCRIPTION OF THE SERVICES (Table X; Map XVII) 

AER LINGUS 

Route Dublin-Manchester -Amsterdam: 

- 1 service th ree  t imes  per  week. 
(DC-3 - depar t  Dublin 1005 hours; a r r i v e  Amsterdam 1355 hours; 
depart  ~ r n s t e r d a m  1530 hours, a r r i v e  Dublin 1945 hours; days 1, 
3, 7:) 

KLM 

~ o u t e  Amsterdam-Manchester -Dublin: 

- 1 service  th ree  t imes  pe r  week. 
(DC-3 o r  Convair - depart  Amsterdam 08 10 hours; a r r i v e  
Dublin 1155 hours; 
depart  Dublin 1255 hours,  a r r ive  Amsterdam 1615 hours,  days 2, 
5, 6 . )  

2-  - CHARACTERISTICS O F  THE POOL 

This  pooling ar rangement  was signed in Apr i l  1950. According to 
current  pract ice,  the capacity allocated for each type of a i r c ra f t  is fixed 
for the IATA season to which the pool relates ,  Since the route involvks 
an intermediate stop in a third country (Manchester), it is possible that the 
procedures with regard  to  t rans i t  traffic require the establishment of a i r -  
craft  capacities for  each of the two sec tors  constituting the  route. 

In 1950, during p a r t  of the summer  period, KLM operated Convair 240's 
on this  route. With the closing of Manchester a i rpor t  to this  type of a i r c ra f t  
it became necessary,  a s  of 1 August, to use DC-3's. The supplementary 
services required by summer  traffic a r e  to be pooled, unless by common 
agreement it is decided otherwise. 



CARTE XVII MAP XVII CARTA XVIl  

Esczle d ' a r t i cu l a t ion  en t r e  l c s  services  
rBpionaux en pool e t  l e s  long-courriers 
Dimding pobnt betweer, Pooled r e g i o r d  
s e r v i c e  ard long-haui s e n ' i c t  

. Funto d i v i s o r i o  e n r r e  10s  s e r v J c 1 o s  r e g l o n a l e s  e n  pool  
y 10s  d e  t r a n s p o r t e  a  l a r g a  d i s t a n c l a  

K.L.M.  
- L E G E I I D E  - 

Largeur des bandes : 1 m/m = 40 s ikges  

AER LI NGUS 
(psrcours s imple)  

Les c h i f f r e s  i ndiquent  l a  f r equence  

t_tHtttSfffff;l AERO Q.Y. 
hebdomadai r e  

S.A.S. 
-- LEGEND - 

W i d t h  of  s t r i f i s  : 1 m / m  = Y O  sea ts  
LONG-COURR I ERS avai 1 ub l e ( S i n g  Z e J o u n t e 9  l 

LONG-HAUL SERVICES F i g u r e s  i n d i c a t e  w e e k l y  f r e q u e n c y  
S e r v l c l o s  d e  t r a n s p o r t e  a  

l a r g a  d ~ s  t a n c i a  - CLAVE - 
-.-.-. Anchura  d e  l a s  b a n d a s :  I mm.= 

A 0  a s l e n t u s  ( v l a j e  s e n c i l l o )  

L a s  c i f r a s  l n d l c a n  f r e c u e n c l a  
A -  Pool K.L.M. - A E R  L l  UlGliS sernanal 

1.F.T.A.-11151-Ca.191-192 
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POOL XI1 

SAS - AERO O/Y 

1. - DESCRIPTION OF THE SERVICES (Table X; Map XVII) 

SAS - 
Route Stockholm-Helsinki: 

- 2 services  p e r  week. 
(Scandia - depart  Stockholm 0940 hours,  a r r i v e  Helsinki 12 15 hours; 
depart  Helsinki 13 15 hours,  a r r i v e  Stockholm 1400 hours; days 2 
and 5:,J 

AERO O/Y 

Route Stockholm-Helsinki: 

- 1 service daily. 
(DC-3 - direction Helsinki-Stockholm: depart  Helsinki 15 15 hours, 
a r r i v e  Stockholm 1655 hours; 
direction Stockholm-Helsinki: depart  Stockholm 1040 hours,  
a r r i v e  Helsinki 1335 hours;). 

- 1 service  daily, 
(DC-3 - depar t  Helsinki 1115 hours, a r r i v e  Stockholm 1215 hours; 
depart  Stockholm 1705 hours,  a r r i v e  Helsinki 2000 hours:..) 

Services operated jointly by  the two airlines: 
- direction Stockholm-Helsinki: 5 serv ices  weekly. 
- direction Helsinki-Stockholm: 7 services  weekly. 
(SAS operating Scandiag s ,  Aero O/Y operating DC-3's; 
depart  Stockholm 0940 hours,  a r r i v e  Helsinki 1215 hours; 
depart  Helsinki 1915 hours,  a r r i v e  Stockholm 2000 hours,  days 1, 
3, 4, 6 ,  7); 
- direction Stockholm-Helsinki: 7 services  weekly. 
- direction Helsinki-Stockholm: 5 services  weekly. 
(Scandia - depart  Stockholm 1440 hours,  a r r i v e  Helsinki 17 15 hours; 
depart  Helsinki 1315 hours,  a r r ive  Stockholm 1400 hours ..) 

2 ,  - COMMENTS 

The methods used for allocating revenue a r e  not known. The difference 
in capacity of the a i rc ra f t  used by the participants (Scandials by SAS, DC-3's 
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by Aero O/Y, i s  not considerable (7  seats); i t  could, however, justify a co- 
efficient or ceiling system). 

The indirect route ~elsinki-Abo-stockholm i s  operated by the Finnish 
airline alone and does not come under the pooling arrangement. 
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POOL XI11 

SWISSAIR - SAS 

1. - DESCRIPTION OF THE SERVICES (Table X, Map XVIII) 

S WISSAIR 

Route Zurich-Copenhagen: 

- 1 direct  service daily. 
(Convair - depart Zurich 1600 h r s ,  a r r i v e  Copenhagen 1859 h r s ;  
depart Copenhagen 1050 h r s ,  a r r ive  Zurich 1355 h r s . )  

SAS - 
Route Stockholm-Copenhagen-Amsterdam-Geneva: 

Regional; sCgmCnt df the long-haul route to Tehsan via R-sme 
and Bei ru t ;  

-. 1 service weekly. 
(DC-6 - depart Stockholm 1420 h r s . )  

Route Hamburg-Frankfurt-Geneva: 

Regional segment of the long-haul route to Tehran via Rome 
and Damascus; 

- 1 service weekly. 
(DC-6 - depart Hamburg 1755 h r s ;  day 1 . )  

Route Stockholm-Copenhagen-Amsterdam-Zurich: 

Regional segmeni of the long-haul route to Nairobi, via 
Rome, Athens, Khartoum; 

- 1 service weekly. 

(DC-6 - depart Stockholm 07 10 h r s ;  day 4. ) 
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Route Stockholm-Copenhagen-Frankfurt-Geneva: 

Regional segment of the long-haul route to South America via 
Lisbon and Dakar; 

- 1 service weekly plus one service per fortnight. 
(DC-6 - depart Stockholm 0840 hrs  ; day 6. ) 

Route Stockholm-Copenhagen-Frankfurt - Zurich: 

Regional segment of the long-haul route to South America via 
Lisbon and Dakar; 

- 1 service weekly. 
(DC -6 - depart Stockholm 0840 hrs ;  day 2. ) 

Route Stockholm-Copenhagen-Frankfurt- Zurich: 

Regional segment of the long-haul route to Tokyo, via Rome, 
Lydda, Karachi, Calcutta, Bangkok and Hong Kong ; 

- 1 service weekly. 
(DC-6 - depart Stockholm 0840 hrs ;  day 3. ) 

2 .  - CHARACTERISTICS OF THE POOL 

This i s  a particularly interesting example of a pooling network. The 
pooling agreement is between two members one of which, Swissair, operates 
a single direct regional service (Zurich-Copenhagen) and the other, six re -  
gional services converging towards Switzerland and then extending atrtwards 
a s  long-haul services. From Table I it may be seen that, while each of the 
airlines offers practically the same number of seats per week (Swissair 560; 
SAS 572), the mileage covered by SAS i s ,  by reason of its indirect services,  
greater by more than one-third (9,  180 kms) than that of Swissair (6,650 kms).  
In order to establish a formula for allocating revenue, i t  i s  not to Swissair 's 
interest to have this last  factor taken into account, since i t  only operates a 
direct regional service, whereas SAS will endeavour to obtain the best pos- 
sible compensation for the greater distance covered because of its system of 
regional operations. There is little likelihood that Swissair would accept the 
system of aircraft coefficients which would favour the DC-6 over the Convair . 
On the other hand, a ceiling system would hardly satisfy SAS since the addi- 
tional mileage performed would not enable i t  to obtain the benefit of the local 
traffic taken on a t  Amsterdam, Hamburg o r  Frankfurt, the revenue of which 
would be pooled. SAS,howeve~; will be obliged to sacrifice part of i ts  interests 
in the European pool, since its network of long-haul operations makes it  neces- 
sa ry  to feed its services at the most favourable traffic points. The effe-dEive- 
n e s SL of: this policy therefore depends on the facilities which it may possess 
a t  these points, in other words on the extent to which i t  is  empowered to make 
use of the Fifth Freedom. 
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CARTE XVIII MAP XVIII CARTA XVIII 

LONG-COURR I E R S  

1-0 S W I S S A I R  LONG-HAUL SRRVICES 
SEliVICIOS DE TRANSPORTE A LARCA DISTANCIA - S . A . S .  S W I S S A I R  

I -.-.-. -. S.A.S. I 
1.F.T.A.-11/51. Ca.133 
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Germany, a te r r i tory  without sovereignty, where traffic is expanding, 
provides i t  with one important t ransi t  point ( ~ r a n k f u r t )  and one terminal 
(Hamburg). Fifth Freedom rights have been granted a t  Amsterdam, except 
for the African route  airob obi). In Switzerland, Fifth Freedom rights have 
been granted at Geneva for  South America and the Middle East,  but not at 
Zurich for these two destinations. Therefore, SAS may benefit to some 
extent in Switzerland f rom the fact that some of i t s  long-haul routes do not 
compete directly with Swissair,  which only has a few long- o r  medi-rim-range 
services .  On the other hand, Switzerland, because of i t s  central position in 
Europe, is located on the majority of SASls long-haul. routes except those to 
South America. Nevertheless, SAS has been obliged to search in lswitzerland 
for  the Fifth Freedom traffic which i t  has been refused a t  Pa r i s ,  just a s  i t  
has been denied to KLM a t  Nice, which i s  a t ransi t  point to the Antilles but 
where KLM i s  only authorized to make technical stops, 

All these considerations when taken together explain Switzerlandls im- 
portance in the SAS long-haul system a s  well a s  the methods whereby 
Switzerland - the t ransi t  country - endeavours to protect i t s  interests .  
Therefore, for the latter the pooling arrangement may seem an efficient 
method of defence which can always be combined - as iii the pr3eskn$ case  - with 
a more  or  l e s s  extensive limitation of Fifth Freedom rights.  

Finally, this i s  a very characteristic indication that the pool constitutes 
a doubtful fo rm of co-operation between partners  whose operating policy i s  
based, in the one case on a regional system and in the other on long-haul s e r -  
vices. 



POOL XIV 

AIR FRANCE - S WISSAIR 

1. - DESCRIPTION OF THE SERVICES (Table X, Map XIX). 

AIR FRANCE 

Route Paris-Geneva: 

- 1 service daily. 
(DC-4 - depart P a r i s  1440 h r s ,  a r r ive  Geneva 1620 h r s ;  
depart Geneva 1720 h r s ,  a r r ive  Paris 1900 h r s .  ) 

Route Par-is -Geneva-Beirut-Tehran: 

- 1 service weekly. 
(Constellation - depart P a r i s  1830 h r s ,  a r r ive  Geneva 2100 h r s ;  
depart Tehran 1630 h r s ,  a r r ive  Geneva 0600 h r s ,  P a r i s  0730 h r s ;  
day 2 . )  

Route Paris-Zurich-Vienna: 

- 3 services  weekly. 
(DC-4 depart P a r i s  0900 h r s ,  a r r ive  Vienna 1330 h r s ;  
depart  Vienna 1435 h r s ,  a r r ive  P a r i s  1930 h r s ;  days 1, 3,  5. ) 

S WISSAIR 

Route P a r i s  -Geneva: 

- 1 service daily, 
(DC-3 depart Geneva 0940 h r s ,  a r r ive  P a r i s  1140 h r s ;  
depart P a r i s  1130 h r s ,  a r r ive  Geneva 1320 h r s .  ) 

- 3 services  weekly. 
(DC-3 depart Geneva 1530 h r s ,  a r r ive  P a r i s  1730 h r s ;  
depart P a r i s  1825 h re ,  a r r ive  Geneva 2015 h r s ;  days 2, 4, 6. ) 
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Boute Paris-Zurich:  

- 1 service daily. 
(DC-3 - depart Zurich 0855 h r s ,  a r r ive  P a r i s  1100 h r s ;  
depart P a r i s  1220 h r s ,  a r r ive  Zurich 1420 h r s .  ) 

- 4 services  weekly. 
(DC-3 depart Zurich 1505 h r s ,  a r r ive  P a r i s  1710 h r s ;  
depart P a r i s  1850 h r s ,  a r r ive  Zurich 2050 h r s ;  days 2, 4 ,  6 ,  7. ) 

2, - CHARACTERISTICS OF THE POOL 

This pooling agreement was signed after the war (August 1945). The 
pooling arrangement covers the three types of traffic:  passengers ,  mail  and 
cargo.  

Air France  route Paris-Geneva-Tehran: 

The provisions of the pooling agreement relating to t rans i t  traffic a r e  
not known. In any case ,  the local Paris-Geneva and Geneva-Paris traffic 
car r ied  on this weekly service is of minor importance since the two points a r e  
served by the day-time services .  The schedule of the Tehran route offers on 
the return flight to P a r i s  a service which is most  inconvenient for  the passen- 
ger  (departure f r o m  Geneva for P a r i s  a t  6 a . m .  ). 

Air France route Paris-Zurich-Vi.enna: 

This route, a s  opposed to the previous one, offers a practical day-time 
service for the passenger over the entire route. No doubt it was found possible 
to grant Fifth Freedom rights to the French airline on the Zurich-Vienna 
segment without difficulty, since it is not in  direct  competition with Swissair.  
The Swissair service serving Austria in fact takes a most  roundabout route, 
stopping a t  Innsbruck, Salzburg and Linz. On the other hand, a s  pointed out 
in previous comments,  compensation for the granting of t ransi t  rights may  be 
sought and obtained within the framework of a pool. 

In 1950 the Paris-Geneva and Paris-Zurich services  were operated by 
Air France  with Languedoc's and Swissair with DC-31s. Assuming the service 
to be of equal quality, the use of the formula of a i rcraf t  coefficients could have 
been justified on the route, in  view of the difference in capacity between the two 
types of aircraf t .  However, Air Francefis partner  could no doubt argue on the 
bas is  that the Languedoc does not offer a service of equivalent quality to that 
of the DC-3, and consequently advocate a different correct ive factor .  

In 1951, the extension of routes to Central Europe (Vienna) and the 
Middle East  (Tehran),  and on the other hand, the increase in Air France  traffic 
with Switzerland, have justified the operation by the French company of 
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aircraft  with grea ter  capacity (DC-4ls, Constellationls). Swissair ,  on i t s  
part, had contemplated the use of Convair 240's over the 1951 sumrnqr period,but 
found itself unable to do so.  With the operation of DC-41s and Constel lat ion~s,  
the serv ices  offered by the French airline became both qualitatively and quan- 
titatively superior to those of Swissair (this,  of course,  being valid only while 
Swissair does not operate Convair 240's on that route) which should in the 
normal course of events enable Air France  to correc t ,  within the framework 
of the pool, the unfavourable position resulting f rom the use of the Languedoc 
during the previous period. 
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CARTE XIX MAP XIX CARTA XIX 
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XV. - THE GERMAN SYSTEM 
(Tables ~ ( a ) ,  X(b), X(c), X(d); Maps XX, XXI, XXII, XXIII) 

4 .  - CONDITIONS OF UTILIZATION OF GERMAN TERRITORY 
AFTER THE WAR 

The importance of Lufthansa in pre-war Europe a s  a participant in the 
system of pools, and a s  an operator generally, i s  evident in Table XI11 (see - 
page 125) which shows that the traffic car r ied  by that airline accounted for  32 
per cent of all European traffic, and that 77 per cent of Lufthansa's total 
traffic was pooled. This single fact serves to gauge the vacuum created by 
i t s  disappearance after the war,  a s  a result  of Germany's loss  of national 
sovereignty. 

As ea r ly  a s  1945, two European airlines, KLM - and Sabena, became 
interested in  the German market  and made preparations to  operate services in 
that country. Germany was easy to penetrate, owing to its international 
s tatus,  to i t s  close proximity, and to the demographic and economic decen- 
tralization of the country, which generates heavy domestic traffic by facilitat- 
ing the establishment of a balanced a i r  service pattern. While these were 
decisive factors  in attracting the Belgian and Dutch air l ines,  they were also 
moved, no doubt, by a natural des i re  to protect their interests ,  since they 
might have entertained fea r s  that the Western Occupying Powers would attempt 
to take the fullest advantage of their position to promote their own interests  in 
commercial a i r  t ransport ,  Experience was to show that these fea r s  were un- 
founded, since the main potential European competitors of Sabena and KLM in 
Germany -- BEA, Air France and Swissair -- took some time in organizing 
their systems.  The Occupying Powers, as such, placed no obstacles in the 
way of Belgian and Dutch activities. Belgium had no difficulty in obtaining the 
renewal of pre -war agreements between Lufthansa and Sabena, which granted 
Sabena certain cabotage rights inside Germany (on the Brussels-Essen-Berlin 
and Brussels  -Cologne-Berlin routes).  

2. - JOINT USE BY KLM AND SABENA OF GERMAN TERRITORY 

The policy of the Belgian and Dutch airlines in Germany appears to have 
had the dual objective of a systematic operation of German cabotage traffic and 
of German long-haul traffic. 

This action resulted in the organization of a pool together with a commer- 
cial agency agreement and an agreement on ground services.  The commercial 
agencies and ground services were allocated between the two participants a s  
follows : 



142 ICAO Circular 2 8 - ~ T / 4  

Sabena: Diisseldorf 

KLM : Frankfurt, Nuremberg, Munich 

The commercial agencies have been the subject of limited co--oper'ation, 
each airllne maintaining one o r  more agents at  the points served, mainly to 
cater to the long-haul market and to sel l  long-haul transportation, whereas 
this work, in the case of pooled regional traffic, can be organized on a basis 
of mutual assistance. 

On the other hand, ground services offered a better opportunity for 
sincere co-operation under the terms of the new agreement formula reviewed 
in Chapter 111. In fact it was in Germany, on the initiative of Sabena and KLM, 
that the system was f i rs t  established of joint costing of ground service charges, 
with the books open to inspection; this was eventually extended to other partici- 
pating airlines in Germany ( ~ i r  France,  Swissair) and has now been attempted 
with regard to airports  outside Germany and even outside Europe. 

With respect to the organization of a i r  services,  the two airlines have 
taken advantage of the special configuration of the network in Germany to se t  up 
different combinations of services.  The following combinations a re  noted: 

- conventional two-way services in parallel both ways; 

- services in which a stop is added on the return flight to the stops 
on the outward flight, o r  viee-versa, Ex, : Sabena -- Brussels-Frankfurt- 
Munich on the outbound flight, Munich-Frankfurt-Ddsseldorf-Brussels 
on the return flight; KLM -- Amstepdam-Diisseldorf-Frankfurt-Stuttgart 
Munich on the outbound flight, Munich-Stuttgart-Ddsseldorf-Amsterdam 
on the return flight; 

- services comprising the same number of intermediate stops, 
one of which is different on the outbound and return flights (KLM: 
Amsterdam-Diisseldorf-Frankfurt-Munich on the outbound flight, Munich- 
Stuttgart-Ddsseldorf-Amsterdam on the return flight). 

Thus, irrespective of the system o~ganized ,  al l  these services rely 
extensively on German cabotage traffic, Of the twenty-two routes operated by 
these two airlines, only three a r e  direct flights f rom Belgium to Germany o r  
f rom the Netherlands to Germany: 

Sabena: Brussels-Frankfurt 

KLM : Amsterdam-Frankfurt 
: Amsterdam-Innsbruck 



I I 1-1 SABENA SABENA I 
I I I 

I .  F. T .A. -11151.  Ca. 195 
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In addition to the German regional network operated under the conditions 
indicated above, there a r e  the segments of the KLM long-haul routes. KLM 
is the only one of the two air l ines operating in this pool which has  services in 
t ransi t  through Germany to South America,  Middle Eas t  and Indonesia. 

The methods of allocating the revenue of the pool a r e  not known. Table 
X(a) gives the following figures on ton-kilsmetres offered: 

Sabena: 448,260 

KLM : 1, 242,790 of which 325, '760 relate  to regional segments of long- 
haul serv ices  in t rans i t  through Germany. I t  will be noted that the ton-kilo- 
me t res  offered by KLM on these segments represent  72 per  cent of the ton- 
kilometres offered by Sabena on it9 routes which a r e  regional routes.  The 
quest for long-haul traffic therefore leads the companies to inflate the capacity 
offered on the regional network and, while Sabena, like KLM, may expect to 
balance the deficits resulting f r o m  a low coefficient of utilization on this net- 
work by means of the receipts f rom long-haul operations, i t  i s  c lear  that the 
most systematic effort undertaken in this respect  i s  that by KLM. Here  again 
the pooling of regional traffic only solves one aspect of the problem. 

However, the co-operation which this involves may serve  a s  a means s f  
defence against other competitors,  and most probably this is one of the reasons 
for maintaining the system. Among the other European air l ines,  Air  France ,  
BEA, SAS and Swissair  have entered into the German market  making use of 
the p r e  3ent possibilities of cabotage traffic. Maps XXI and XXII show that 
today these a i r l ines  se rve  most  of the German cities covered by the Sabena- 
KLM pool. In addition to the competition lay these air l ines in the regional 
system there  is the competition for long-haul traffic, since the policy of these 
companies also i s  to a t t rac t  the German long-haul traffic to their companies. 
The map gives a c l ea r  indication of the important role played by Frankfurt a s  
a collection point for  KLM and SAS long-haul services,  and by Munich in the 
case  of KLM and Air  France .  

In addition to the European companies i t  is necessary to consider the 
pa r t  played by the North and South American companies - Map XXIII shows 
their operations through Germany. The United States companies, PAA and 
TWA, compete directly with the European airlines since they serve  not only 
the German ci t ies ,  but the main long-haul terminals of the western countries.  

Consequently the effectiveness of the KLM-Sabena pool in Germany a s  a 
means of defence has been fairly limited. The status itself of German t e r r i -  
tory has  laid it wide open to foreign operators:  the relative importance of 
foreign regional serv ices  making use of German eabotage traffic and d i rec t  
international regional exchange services  i s  seen clearly in Maps XXI and XXII. 
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It is instructive to see  between the d.evelopment of eabotage services  and the 
relatively minor development of the international serv ices  operating under the 
Third and Fourth Freedoms which a r e  the services  which would normally 
exist  under a sovereign Germany, Thus the European and American airiines 
have taken advantage of the permanent fact  of the industrial and economic 
decentralization of Germany and the inciden.tal -- and no doubt temporary -- 
factor of Germany's  loss  of sovereignty and lack of national aeronautical acti- - 
vity 

Nevertheless, we can conclude that none of these factors  has contributed 
to bringing order  into European a i r  t ransport .  Whether the European airlines 
compete directly with each other in their operations in Germany o r  whether 
they work eo-operatively a s  two air l ines have done, the overall  and final result 
i s  that they mere ly  c a r r y  over into Germany the competition that is character- 
istic of - their  operations; a s  elsewhere in Europe, the problem of co-ordination 
between regional and long-haul serv ices  i s  further  complicated by the presence 
of non-European long-haul operators .  

C. - CONCLUSION 

In concluding this chapter we will first of al l  give some comparative data 
with regard  to the situation before the war.  Then we will examine, in relation 
to  the advantages generally recognized in pooling agreements ,  the actual 
resul ts  which may  be considered a s  the effect of the system. We will then 
r e f e r  to the problems which this sys tem appears to r a i se  in Europe and the 
l imits  of its co-operative efficacy. 

1. - COMPARATIVE DATA WITH THE PRE-WAR SITUATION 

Pr io r  to 1940, there were no a i r  servlces crossing the North Atlantic; 
there were only mail  serv ices  over the South Atlantic; the number sf passen- 
g e r s  ca r r i ed  on the services  to India and the F a r  Eas t  were still very few 
(and a substantial part  sf this traffic was on Bri t ish operations which were not 
involved in pooling agreements).  Therefore it should be assumed that to a 
very grea t  extent the traffic carraed on the European pooled routes was 
internal European traffic o r  internal regional traffic.  

The important new fact of the present period i s  the establishment of the 
high intensity long-haul internataonal sys tems,  which became possible a s  a 
resul t  of the rapid technical development. Consequently these long-haul a i r  
routes have been superimposed on the regional routes and extended them, so  
producing a f a r  more  complex operations network than that existing previously 
and with i t  raising problems in organization of a very  different nature.  
Almost al l  these European air l ines now inte j.ested in  pools in European 
t e r r i to ry  a r e  long-haul operators  also. 
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In addition, whereas before the war there was practically only a single 
category of passenger -traffic ca r r i ed  on the European internal sys tem,  there 
a r e  now two. This f a  ct  has a direct  and fundamental impact: on the conditions 
of international co-operation examined here . The enclosed maps covering 
the sys tem in 1935 and in 195 1 il lustrate this situation. It will be seen that 
today almoSt all  the capitals located in this smal l  European continent a r e  long- 
haul terminals .  Therefore,  a par t  of the European internal traffic is consti- 
tuted by long-haul components. Having allowed for this ,  it is a fact that the 
position occupied by pools a s  a sys tem of regional co-operation was f a r  more  
important before the war than i t  is today. 

Tables XII, XI11 and XIV which follow, indicate for  the period of summer  
1935: 

- the details and character is t ics  of serv ices  operated under pooling 
arrangements;  

- the proportion of pooled traffic in relation to the total interna-  
tiohar~European.tr5rffiC of each participating A i r b e ;  

- the proportion of total pooled traffic in relation to  the total inter-  
national European traffic.  

Tables XV and XVI show the rat,io of pooled traffic t9 $he $otal interna- 
fional ~ q ~ o p e a n  traszic,. in  the iirst case  in t e r m s  of the £'iigure,s for.eac-h-partici- 
f?ating A - u - .  ai r l ine  A ....- .,. and i n  the second c a s e  in t e r m s  of the total covering all-these a i r -  
l ines . 

On comparing these two se t s  of figures the following observations and 
conclusions can be made : 

1) Taking the air l ines participating in pools a s  a whole, the pooled 
operations in relation to the total international operations in Europe, the 
percentage was 68 per cent in  1935, whereas it is only 37 per  cent in  
1951. Considering the airlines separately i t  may be seen that f rom 1935 
to 195 1 the percentages changed a s  follows : 

- f rom 96 (ABA) and 89.5 (DDL) to 52 .4  (SAS); 
- f rom 100 to 55 for  Aero O/Y; 
- f r o m  68.5 to 34.4 for Swissair;  
- f rom 77 to 32. 3 for the Italian airline; 
- f rom 55 to 13.7 for Czechoslovakia; 
- f rom 61.5 to 9.7 for Air France .  

On the contrary Sabena increased f rom 34.5 to 40 .8  per  cent and 
KLM f rom 46.5 to 67.6 per  cent; but the combined operations over 
German t e r r i to ry  by these two airlines serve  to explain an apparently 
conflicting resul t .  
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2) Taking Tables XIV and XVI we ascertain the proportion of 
pooled traffic compared with the total international European traffic,  and 
i t  may be seen that this represented 60 per cent in  1935,- whereas in 1951 
i t  is reduced to exactly 20 per  cent. In addition to the tables a graphical 
comparison is given in Maps XXIV and XXV of the sys tems of European 
pools for the two periods of reference,  1935 and 1951. 
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T A B L E  XI1 

EUROPEAN-MEDITERRANEAN REGION 

ROUTES OPERATED UNDER POOLING ARRANGEMENTS (summer 1935) 

Aircraft employed, number of seats and seat-kilometres offered per week, 
weekly frequencies 

R O U T E  

Fokker F-XI1 

Copenhagen-Hamburg- 
Amsterdam-Hamburg- 
Copenhagen-Malmi 

Malm*&C openhagen 
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Table XI1 (contd.) 

Ala L i t to r i a  

Berlin-Leipzig-Stuttgart- 

eipzigcC hemnitz-Karlavy- 
asy-%iariwlte L a n e  

Pool Dm - OLV 
Berlin-Vienna-Budagest- 
Belgrade-Sofia-Salonica- 
Athens 
Vienna-Salzburg-Munich- 
Zurich 

( DLH 
( OLV 

( DLH 
( OLV 

Ju-52 
Fokker F-XI1 

3-52 
G-31 

( DLH I Ju-52 
( Sabena Ju-52 

1 
) 428 

( A i r  France Wibault 282 ) 
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Table X I 1  (contd, ) 

aris-Basle-Zurich 

Paris-Brussels 
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Table X I 1  (contd,) 

* The most commonly used seating capacity fo r  each type of a i rcraf t  used i n  
European services bas been taken as a basis on which t o  calculate the seats 
offered. This capacity i s  as follows: 

- Fokker F-VII : 8 - " F-VIII : 15 
" F-IX : 20 - "-XI1 : 16 - F-XIV : 6 - " F-XVIII : U, - " F-XX : 12 - ' F-XXII : 20 - Douglas DC-2 : 16 - Lockheed "Orionn : 6 - Caproni CL97 : 6 

- Savoia Marchetti SM.71 : 8 - w n Sl,73 : 18 - n n ~4.74 : 20 
- Junkers Ju-52 : 16 - " G-38 : 32 - " W-34 : 6 
- " G-31 : 12 - Wibault 282 : 10 - Potez 62 : u, - Potez 29 : 5 - Clark CL43 : 4 

(-1 The f i r s t  figure indicates the number. of services, the second the 
ntnnber of days of the week; example: 7/7 means seven services 
per week. 
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PROPORTIOM OF POOIED TRgFFIC OF EACH PARTICIPATING AIRLINE I N  HELATION 
TO THE TOTAL INTERMATIORAL EUROPEAN TRAFFIC (1) 

(I) Excludbg Europe-Near East and Europe-North Africa traffic,  

Pooled t ra f f ic  fa) 

PROPORTION OF POOLED TRAFFIC: I N  RELATIOH TO THE TOTAL INTERNATIONAL 
EllRQPEAN T W I C  (1) 

Total t raff ic  (b) 

(1) Excludf ng Europe-Near East and Europe-North Africa trafff  c. 

Ratio % of pooled traf*ic 

to  to ta l  t raff ic  (in %) 

1 77 
) 

75,6 

96 

61 6 5  

46.5 

77 

89.5 

68.5 

34.5 

36 

100 

5 5 

97 .=5 

20 

51 

68 

Air1 i ne 

DLH 1 
Deruluft ) 

OLV 

ABA 

Ai r France 

ItIM 

Ala Littoria 

DDL 

Swissair 

Sabena 

LllPE 

Aero O/Y 

CSA and CLS 

Aeroput 

LDT 

Malert 

Total 

Ratio a/b of pooled trafff c 
t o  the to ta l  trafffc (in %) 

60 

Pooled t ra f f ic  (a) 1 ~ o t a l  t ra f f ic  (b) 
(in .seat-* offered per week) 

7 181 506 

( in  seats-lam 

1 845 056 ) 
751 968 ) 

738 912 

734 440 

647 900 

638 328 

5& 8% 

334 360 

258 920 

250 6% 

128 900 

100 416 

87 426 

52 800 

24 960 

21 &00 

7 181 506 

11 975 262 

offered per week) 

3 353 928 
(DLH + Deruluft) 

975 840 

766 920 

1 055 800 

1 378 316 

734 112 

373 720 

376 960 

720 724 

359 010 

100 416 

158 397 

54 085 

124 026 

42 480 

10 574 734 
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T A B L E  XV 

PROPORTION OF POOLED TRAFFIC OF EACH PARTICIPATING AIRLINE I N  HELATION TO 

(Summer 1951 ) 

T A B L E  m1 

SAS 

KLM 

S ABENA 

SWISS AIR 

AIR FRANCE 

AERO O/Y  inland) 

* 
EUROPEAN TRAFFIC * 

(Summer 1951 ) 

&I FLOTTE RIUNITE 

CSA (~zechoslovakia) 

2) Figures fo r  Ju ly  1950, extracted, in order t o  avoid lengthy calculations,  
from the  data contained i n  IFTA, Research Paper No, 201: " A i r  Transport 
i n  Europe and the United S ta t e s  compared, taking account of geographical, 
demographical, economic and p o l i t i c a l  background, f l 

Pooled t r a f f i c  (a) 

* Excludf ng Europe-Near East and Europe-North Africa t r a f f i c  , 

Total t r a f f i c  (b) a Ratio g of pooled t raf-  

f i c  t o  the  t o t a l  t r a f f i c  
( i n  $1 

52,4 

67., 6 

40,8 

31 04 

9.7 

5 5 

( f n  seat-kms offered per  week) 

4 098 850 

3 790 280 

1 471 395 

1 450 015 

564 860 

527 310 

7 809 000 

5 607 000 

3 612 000 

4 23-4 000 

5 817 000 

959 000 
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2. - ADVANTAGES OF POOLING AGREEMENTS 

It i s  generally recognized that the pooling system has the following 
advantages: 

a ,  - Limitation of the effects of competition which a r e  detrimen- 
ta l  to the public service; 

b. - Better utilization of equipment; 

c. - Greater  opportunity for companies to extend their traffic 
markets;  

d, - Reduction of operating costs. 

a .  - Limitation of the effects of competition which a r e  detrimental to 
the ~ u b l i c  service 

The demand for a i r  t ransport  i s  never uniform: i t  var ies  not only 
with the season, a factor which applies to both long-haul and regional services,  
but also with the day of the week and the time of the day especially in the case 
of regional services. If two companies compete with each other in the opera- 
tion of parallel services  over a direct  traffic route between two points a t  a 
frequency of one service each per day, they will naturally concentrate on the 
"busy" days and sacrifice the Dfslack daystg (Sunday is usually a "slack daysP); 
consequently on some days air l ines will offer an excessive overall  capacity 
and on others the public may not find any services to suit them. The same 
situation a r i s e s  when two air l ines operate several  services daily under s imilar  
conditions, although in this  case  i t  i s  a question of "peak hoursDq and llslack 
hours". (In Europe morning services a r e  more  practical than afternoon servi- 
ces;  the midday service,  in particular,  is usually preferred by the public. ) 
The pool formula, which provides for a distribution of effort over the period 
considered and a spacing of the services provided, solves this  particular 
problem. Therefore the pool while not eliminating competition between the 
participants, *neutralizes certain of i t s  effects which would be harmful to both 
the operator and the user .  It i s  for this practical reason, t o  a great  extent, 
that in 1951 -- a s  in 1935 -- so many air l ines r e so r t  to pooling arrangements 
in an  a r e a  such as Europe where there i s  a large number of ca r r i e r s .  

b. - Better utilization of equipment 

An agreement on the types of aircraft  to  be used by the part ies  permits  
more  efficient utilization of the fleet flown in the ~ o i n t  operation, and thereby 
reduces the capitalinvestment that would be required by each airline acting 
independently. 

Under an  agreement which provides for an allocation of routes,  if i t  i s  
decided that a certain route i s  to be operated by one airline for a specific period, 
and then by the other, o r  one of the other air l ines for another period, then each 
airline in t u r n  wilr be able to use the equipment thus released for other purposes, 
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which have been taken into consideration in determining the periods during which 
i t  does not operate the service. This was done in the case of the Amsterdam- 
Kristiansand-Oslo route, which i s  operated in turn by the part ies  to the Sabena- 
KLM-SAS pool, 

Under an agreement which provides for  allocation of services over a 
given route the air l ines would derive the same advantage f rom a formula 
whereby, f a r  example, each air l ine alternately would operate one flight more  
than i t s  associate during six months of the year ,  each air l ine thus having one 
a i rcraf t  released for one period. This was the system adopted by KLM and 
Swis sair  in 1950 for their Convair 240°s in the Amsterdam-Zurich pool. 

Furthermore,  in the event of userviceabi l i ty  o r  loss  of an aircraft ,  
pooling reduces difficulties, since the associate of the airline affected will be 
able to provide the service using one of i ts  own aircraft ,  and obviously will 
be interested in doing so. Even id the service i s  not provided under normal 
conditions, a s  when, for instance, the associate can only replace a n  unservice- 
able Convair witha DC-3, the more  serious difficulty, i. e. a suspension of 
service, will be avoided, Obviously, under present operating conditions, these 
r i sks  a r e  not so  common a s  they were a short t ime ago and the present cost of 
a i rcraf t  makes the former  widespread practice of using stand-by a i rcraf t  quite 
prohibitive. The assurance of continuity of operation thus provided by the pool 
i s  therefore of considerable importance, 

Efforts aimed a t  rationalizing services within the framework of a pool 
may also enable participating air l ines to improve the utilization factor of their 
aircraft .  It does not appear that any major improvement in this respect  may 
resul t  f rom the European bilateral pools on direct low traffic density routes 
operated by each of the air l ines,  usually with a frequency of one service per 
day (e. g, the pools between CSA and KLM, Sabena and Swissair and Air France  
and Swissair). On the other hand, in the case of pools which provide for 
seasonal allocation of services (KLM - Swissair pool) or  allocation of net- 
works (SAS-KLM-Sabena tr ipart i te  pool and the ESAS pool), we cohsider that 
unquestionably better a i rcraf t  utilization has been achieved. Although the 
air l ines consulted have not provided specific figures on the subject, they have 
nevertheless admitted that the efforts to  rationalize services through co-opcr- 
ation a r e  aimed, inter alia,  a t  achieving higher utilization factors.  The 
considerable effect which increased aircraft  utilization may have on the econom- 
i cs  of operation i s  itself well known. * 

* In a New Yearos  message published by the OUBEA MagazinePP in January 1950, 
Mr.  Peter  Masefield wrote: guOur ra te  of utilization of a i rc ra f t  i s  sti l l  pretty 
poor - an average of only four hours a day i s  really not enough . . . There  is 
stil l  a good deal we can do to get more  hours . . . we must  have a crack a t  
it and we will. Every extra hour we can fly, above the 140, 000 planned, will 
mean about e26 off our deficit . . . Even half an  hour a day's extra flying a t  
the same load factor on every aeroplane would give us  another million pounds 
in the year.  Thatos  the way to wipe off the deficit. 
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c .  - Extension of traffic markets  

The conclusion of a pooling a g ~ e e m e n t  may in certain cases enable airlines 
to gain access--  o r  to have access  more  readily and more  effectively -- to 
national o r  regional markets  which would remain more  o r  l e s s  closed to them 
under a purely competitive system. The pool may thus be the key to a door 
which, for  many reasons,  may otherwise remain locked. At t imes the public 
prefers  to t ravel  on the a i rcraf t  of its national airl ine; in this case ,  a pooling 
agreement (combined according to usual practice with an agency agreement) 
may enable the foreign airline to participate to a grea ter  extent in  the national 
traffic of i t s  associate.  It may also happen that an airline has for certain types 
of its national traffic, e .  g.  for freight,  such an efficient organization that the 
foreign airline i s  unable to compete in that field simply by means of a bilateral 
agreement between States o r  by an operating agreement.  However, if a pooling 
arrangement can be concluded with that airl ine, a t  least  part  of its national 
traffic will become accessible to the members of the pool. Something must  
obviously be given in re turn ,  however. Experience has shown on severa l  
occasions that in the case  of countries which a r e  in some respects  very unequal-- 
for  instance in traffnc potential-- the pool i s  the only practicable fo rm of opera- 
tion: it has even been imposed by the party which would otherwise be a t  a 
disadvantage. The wealthier country may have its traffic,  but the poorer country 
remains mas te r  of the a i r  space over its t e r r i to ry  and will naturally not permit  
access  to it without compensation. 

But such haggling may also lead to the r e ~ e c t i o n  of any co-operation. When, 
before the war,  the United Kingdom requested landing rights in Italy for the 
Imperial Airways route to India, the Italian Government laid down a s  a condi - 
tion that, in  addition to  the same  rights being granted at  Alexandria, an agree- 
ment should be concluded providing for  pooling of traffic (passengers  and mail) 
over the ent ire  London to India route,  the revenue f rom which would be split  
evenly between the Italian airline and Imperial Airways. This,  the Bri t ish 
declined to accept, and they routed their service through Central Europe. * 
Were i t  not that negotiations between European a i r l ines  -- a s  the instruments of 
an important public service -- are protected by the secrecy of private business,  
our study would certainly not be limited to a single case of recent failures of 
this kind. 

d.  - Reduction of operating costs  

This would be the main benefit i f  i t  could be established definitely. Only 
very general indications can be obtained in this connection, however. In a 
debate on Swissatr  in the Swiss Parliament (September 1950) the co-operative 
efforts of this ai;llne were refer red  to in the following t e rms :  

rPThey (the pooling agreements signed by Swissair) demonstrate 
the desi r e  of our national company to overlook no oppc4rtunity of co-operating 

* Cf. Tolles,  "A History of French Subsidies to @ornmereial Aviation", Smith 
College Studies in History, Vol. XVTIY, page 161 (quoted by M. Wo H. Wager, 
"International Airline Collaboration nn Traffic Pools, Rate-Fixing and Joint 
Management AgreementsPP,  the Journal of Air Law and Gommerce, Spring 
1951, Vol. XVIIP, No, 2 ,  page 194). 
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wlth foreign companies with a view to reducing costs  and increasnng 
revenue. In general,  these pools tend to rationalize serv ices  and 
improve a i rcraf t  utilization, The reduction in cost prace pey ton- 
kilometre available - f rom 2.99 Fr.  in 1946 to 1.83 Fr. in 1949 - 
i s  a clear  indicat~on of the constant efforts of Swissair to r a t i ~ n a l i z e  
i t s  operaxionsP'. + 

Fur thermore ,  the following statement appears  in the 1949 Report of KLM: 

!'In 1949 there was an extensaon of the co-operataon with other a i r -  
lines in the fo rm of pooled services with the resul t  that; production could 
be better adapted to the existing demand, Mainly in consequence of this 
the average load factor of our a l rcraf t  in  1949 was 6 . 4  per  cent hipher 
than in 1948". ** (Underlining ours.) 

It will be noted however that these estimated figures a r e  obtained a s  a 
resul t  s f  the use of all  the various forms of co-operation: commercial  agency 
agreements ,  ground service agreements ,  special technical agreements such a s  
the ~ e n e s w i s s  Agreement, and finally agreements .  All of these repre-  
sent an effort aimed at  overall rationalization of operation. The sha re  of the 
resul ts  due to e o m m e r c ~ a l  pools alone is not known. Nevertheless i t  will be 
noted that the resul ts  refer red  to by KLM are attributed Pqmainlys' to eo-operative 
efforts.  

3 - PROBLEMS INVOLVED IN POOLING ARRANGEMENTS AND LIMITATIONS 
OF THIS CO-OPERATIVE SYSTEM IN EUROPE 

Without doubt the most important problem and one which has been re fe r red  
to frequently in t b l s  study i s  due- to the co-exist.ense of regional operations and 
long-haul operations : the system of regional pools and i t i  effectiveness a s  a 
means s f  co-opepation is directly affected by the fact that the same companiiis 
operate both these types of services on routes which often merge .  

Since al l  except three of the participants in European pools (Aer Lingus, 
CSA and rbe Finnish company Aero O/Y) a re  long-haul operators ,  their pr ime 
objective is the search  %or long-haul. traffic, f o r  which there i s  intense compe- 
tition, The effectiveness cuf the pools and, even the sincerity of their members  
cannot fa i l  to be deeply affected thereby., 

* !'Bulletin stCnographique de 1~AssemblCe Fkdkrale HelvCtiquef' - Autumn 
Session 1950 - Meetings held on 14 September 1950, page 196. 

** "KLM Annual Report", 1949, page 8 
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This subordination - almost general in Europe - of the regional t o  the 
long-haul was brought into sharp  focus during the parliamentary debates on 
the position of Swissair ,  some relevant extracts of which a r e  given below: 

"Since the dollar has not been devalued, transatlantic fares have 
remained a t  practically the same levelfor us Swiss - who have not deva- 
lued our currency either - whereas they have: increased for the British, 
French,  Scandinavians, etc , 

@'It is therefore possible to appreciate the grea t  i m p o r t a n ~ e  to 
Swissair of an a i r  service to the United States the development of which 
should provide our national company with the necessary dollars to  pay 
for  i ts  spare  par ts ,  fuel and ai l  without; suffering any loss  on t h e  exchange 
ra te  . . . 

''It is wopth noting that in the field cf lsng-haul serv ices ,  it (Swissair) 
has been fa r  more  cautious than certain foreign a i r l ines ,  Swissair took 
the decision to establish one o r  two scheduled long-range services  only 
after ~t had become convinced that the future of commercial  aviation lay 
in this type of operation, and that such services  would actually meet  a 
need , 

"The Federa l  Council, recognizing the ser iousness and urgency 
of the situation, attempted to  remedy it a s  rapidly a s  possible. Las t  
June it submitted a message to Parliament dealing principally with t h e  
problem of purchasing long-range a i rcraf t  which were absolutely es-  
sentlal to Swissair if the company was to retain the source of revenue 
provided by long-haul routes ,  part,icularli. the transatlantic route to 
the United States . . . l l .  (underlining ours.) * 

In £act this policy t rend of the main European companies has resulted 
in their rnaklng of the Eegional network a feede; sys tem for the long-haul rou; 
t e s .  This fact is clearly stated by KLM, for instance, a s  may  be seen f r o m  - 
the following extrac: f rom its ~ n & a l  Report for 1949: 

"Through the use of these up-to-date a i rcraf t  ( ~ o n v a i r  240 1s) an  
equal standard of speed and comfort i s  provided on both intercontinental 
and European routes,  and that is to the advantage of the Company's 
European services  in their function as  feeder l ines for  the intercontinen- 
t a l  serv icesuP.  '@* 

-- - 

* "Bulletin stknographique de 11Assembli5e FGdkrale Helvdtique", Autumn 
Session, 1950, Meetings of 14 September 1950, pages 196 and 197. 

*'s KLM Annual Report", 1949, page 8 ,  
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Consequently, under the present situation in Europe, priority i s  given 
to long-haul operations. The companies decide first on their long-haul pro- 
gramme and then arrange their regional services accordingly. The resul t  
is that on certain regional routes additional services  a r e  offered which a r e  
useful inbr-ingfngIIun3-haul traffic towards the long-haul terminals,  but which, 
nevertheless, provide an excessive capacity on the regional segments,  In 
other words, the regional services a r e  diverted f rom one of their essential 
functions, wfii'ch'is to satisfy regional requirements.  Pooling arrangements 
a r e  also diverted to this end. They will - if possible - be a means of reducing 
losses on the regional routes but they will also - deliberately - be one of the 
means used in the intensive competition for long-haul traffic. 

A further negative aspect of the system of European pools i s  the fact-'  
that, to the extent that competition remains the rule of the game, pools tend 
to increase the discriminatory rather  than the constructive effects of compe - 
tition. Two air l ines,  for instance, will r e sor t  to pooling in order  to squeeze 
out a third company which is trying to operate over the route o r  the system 
operated by the two companies. There is also the case where there is compe- 
tition between two pools o r  t w ~  systems of pools, one and the same airline 
being a member of differeqt combinations. Thus, organizing a collective 
system that excludes one airline may be tantamount to organizing a system 
a ainst that airline. "Competition f rom a third airline can be met  jointly 
by the two members of the pool), thereby reducing the expenditure involved. '!* 7-- 

Thus the benefits which the participants derive f rom the pool serve  as  
.weapons to be used against third part ies .  

Finally, a i r  t ransport  being a public service,  any view on the co-opera- 
tion to which it gives r i se  should take into account the benefits derived by the 
use r .  We have seen, of course,  that the organization of pools occasionally 
gives the public the benefit of a more  practical time-table o r  even a service 
rendered possible only by a sharing of effort among severa l  companies. But 
the rea l  issue is the reduction in ra tes .  However rea l  the financial advantages 
of the pooling system a r e  o r  may be in Europe, they have not, up to the present 
t ime, been passed on to the public in the form of a reduction in the regional 
ra tes .  

These ra tes  a r e  sti l l  very high and, when considered in relation to the 
service rendered, they a r e  too high. It is generally admitted that the long- 
haul operator can charge more  because the time he can save the passenger is 

* "Summary notes on the operation and benefits of pools", document transmit- 
ted by KLM to IFTA (18 July 195 1). 
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considerable. In Europe, on the other hand, the limited facilities for night 
flying, the existence of a dense network of excellent roads and railways, 
combined with the relative shortness of distances should have led to the setting 
of r a tes  likely to a t t rac t  the general public. This has not been the case however. 
At the present  timesthe fa res  applied by Air France  (and, under the IATA 
system, al l  a ir l ines apply the same ra tes )  a r e  calculated on the bas is  of 20 
French francs per kilometre for "European routes" (and even 23 francs for  
Paris-London), whereas 23 francs i s  also the ra te  on the transatlantic services.  
In the case of long-haul operations within the French Union, the ra te  is 18 
francs per kilometre, and only 13 francs on services between P a r i s  and North 
Africa, where Air France  i s  f r ee  to s e t  i t s  own ra tes  since these a r e  cabotage 
operations. 

The air l ines therefore appear to be proceeding just a s  though the present  
section of the public using European regional services were in the same 
financial bracket  a s  u se r s  of long-haul services. In our dos ing  chapter, 
some explanations of this fact will be suggested. At this point, however, i t  
i s  sufficient to note that European pools have not, so f a r ,  benefited the public 
by bringing about a reduction in fa res .  
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CHAPTER VI 

FROM THE COMMERCIAL POOL TO THE POLITICAL POOL 

The role played by the conventional commercial  pool in European a i r  
t ransport  operations i s ,  a s  we have just seen, a limited one, and consequently 
its significance in the order ly  development of a i r  t ranspor t  is equally limited. 

The very  nature of commercial  pooling arrangements  emphasizes the 
weakness of the system. They a r e ,  in fact, private agreements  the contents 
of which a r e  kept sec re t  f rom the general public and even f rom government 
authorities. They a r e  short- term arrangements  and m a y  be very easi ly 
terminated. Fur thermore ,  experience has shown that the present  commercial  
pools a r e  in most  c a s e s  not s o  much a means of co-operation, a s  of limited 
and secondary neutralization, the effects of which -- i f  not the purpose -- a r e  
to place the participating par t ies  in a better position to compete against each 
other elsewhere, part icular ly in the relent less  pursuit  of long-haul freight 
t raff ic  now going on throughout Europe. 

Finally, "poolingtt is applied only to a few services  of a i r l ines  which a r e  
the l t ~ h o s e n  instruments" of European Governments; it does not involve o r  
affect to any extent the operations of private companies which provide many of 
the scheduled services  in Europe and especially in the Mediterranean, or  of 
the charter  operators  who a r e  a lso  very  active in that p a r t  of the world. 

There is, however, a very  urgent and widespread need for co-operation 
in European commercial  a i r  transport.  A whole s e r i e s  of attempts a t  organiza- 
tion has  been witnessed in the European-Mediterranean Region, and these, taken 
together with the pools, represent  an increasingly marked des i re  for co- 
ordination and understanding. These attempts -- unlike the pooling ar range-  
ments  -- a l l  have the common feature that the public authorities a r e  concerned 
in them. Some of these efforts  a r e  being pursued a t  the national, o thers  a t  
the international, level. 

A. - NATIONAL ATTEMPTS TO ORGANIZE AIR TRANSPORT 

Among the urgent problems facing Europe, is that of competition between 
various categories of operators  of one State; some of these opera tors  have a 
clearly defined status and, a s  the'khosen instrument"of the State, enjoy a 
privileged position (they a r e  often called the I t  scheduled" air l ines) ;  o thers  
(the llnon-scheduled" air l ines)  have a somewhat m o r e  uncertain status,  though 
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their operations a r e  already quite substantial in some instances; the lat ter  
attempt to gain access  to the t raff ic  markets  of the former.  A s  is known, 
"scheduled" and llnon-scheduled" a r e  the t e r m s  used in Art icles  5 ; ~ n d  6 of 
the Chicago Convention; they a r e  inadequate however a s  a bas is  for  regula- 
tions, since they do not correspond to generally accepted cr i te r ia  of opera- 
tion, which ICAO is current ly attempting to define. This, therefore,  is an- 
other aspect  of competition which affects both international and domestic a i r  
t ransport .  It will therefore be  useful for  the purposes of our survey to con- 
s ider  the various methods which have so f a r  been used in solving the problem. 
Two typical solutions a r e  those t r ied out by France  and the United Kingdom. 

1. - THE FRENCH SOLUTION: ATAF 

a. - Origin of the agreement  

The conditions governing participation of French national air l ines in the 
operation of domestic and international services,  and the relations between the 
a i r l ines  themselves have not yet been defined in France ,  pending the adoption , 
of a Statute of Commercial  Aviation which is still under consideration, This 
has resulted in a competitive situation which, in its keenest form, has opposed 
the in teres ts  of Ai r  F rance  and those of private a i r l ines  operating so-callled 
char ter  serv ices ,  some of which, including the largest ,  were  actually oFerating, 
a s  in some other countries,  under conditions closely resembling those of 
scheduled operations. A s  was the case  elsewhere, French independent a i r l ines  
were  able to take advantage of the favourable post-war conditions in purchasing 
transport  a i r c ra f t  (DC-3 and DC-4) a t  low cost. 

The l e s s  well-managed a i r l ines  of this  category o r  those l e s s  well- 
prepared to withstand competition gradually disappeared. The only private 
a i r l ines  remaining today a r e  those that have adequate r e sources  and have 
proved their efficiency. 

Since the independent a i r l ines  could obtain only limited rights on inter- 
national routes,  competition among themselves and with Air  F rance  tn -the 
international field was practically non-existent. Their  activities werelthere- 
fore of necessity most ly in F rance  and the French Overseas Terr i tor ies ,  
part icular ly in Africa (North Africa, French West Africa and French 
Equatorial Africa). In these regions, competition which, f rom the outset 
was very  keen, became a l l  the m o r e  f ierce a s  it developed into a *'ratel%ar, 
a field outside the scope of international control and not covered by national 
regulations. 

These were  the conditions that led to the A c c ~ r d  de goop6ratian. entre  
Transporteur  s A&riens  de llUnion Franqaise (Co-operative' e g r  e-ement between 
C a r r i e r s  of the French  Union), known in:its abbreviated fo rm a s  ATAF. 
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b. - Objects - - 
The four wain objects of ATAF a r e  a s  follows: 

- sharing of traffic on a friendly basis ; 

- joint study of the various types of traffic to determine in each 
case  ra tes  which will be profitable and yet attractive to the public; 

- setting up of effective enforcement machinery to ensure 
compliance with jointly established regulations, with provision for 
various types of sanctions; 

- standardization of operating rules and practices . 
1) Sharing of traffic 

The main objective in this connection was to give consistency to 
the French route pattern a s  a whole, which implies co-ordinating the 
various categories of traffic (long-haul and medium-haul), on the one 
hand, and the participation of the airlines in such operations on the 
other. The assignment of roles was carr ied  out on the basis of the 
requirements of the ter r i tor ies  to be served and on the characteristics 
of the aircraft  used. This programme, a s  is evident, is based on a 
principle of organization similar to that adopted in the United States 
where the establishment, of an integrated system has also necessitated 
an allocation of routes among the operators. In the United States i t  is 
the CAB,-' a 'Federal Agency2 which is  responsible for the allocation of 
routes. In F rance ,  it  can be said that the State has made a tacit 
dele gation of authority to the operators, reserving, however, i t s  
control and i ts  power to veto, should the need a r i se .  

2)  Uniform regulation of services and ra tes  

The regulations prepared by ATAF provide for different types of 
services according to the demands of the public, and for standardization 
of ra tes  on the basis of this differentiation. F i r s t ,  second and third 
c lass  services have been established, taking into account the comfort 
offered, the performance of the aircraft  and the number of stops. Within 
these same categories there is a further differentiation of service 
according to the types of aircraft  and the different versions of the same 
aircraft .  This has provided for a broad and flexible range of services, 
the operation of which is discussed in preparing seasonal programmes. 

The regulations cover the entire rate-fixing machinery; in this 
field, decisions a r e  taken by unanimous consent of the members present 
or represented, while in other matters ,  the two-thirds majority rule 
has been adopted. In practice, however, the principle has been accepted 
that al l  matters  relating to the establishment of programmes should be 
decided by common agreement, the airlines undertaking to respect  such 
decisions. The different types of rebates have been standardized (for 
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children, families groups; seasonal ra tes ,  etc. ) a s  well a s  the 
regulations applicable to a i r  express and baggage. Conditions of 
carriage and char ters  a r e  also included in the proposed standardiza- 
tion programme. 

Considerable attention has been devoted to cargo, a type of traf- 
fic which has been operated hitherto on an experimental basis, and 
which obviously cannot be easily organized while the market i s  still 
being explored. A schedule of rates varying according to the type of 
cargo and the country of destination is in preparation. It would apply 
to operations with special freighter aircraft .  

Passengers holding tickets issued by an airline which is  a member 
of the ATAF will be allowed to perform part  of their journey on the 
aircraft  of other member air l ines,  Here again is to be found the practice 
of "interavailability of documents", provided for ,  a s  we have seen, in 
the "inter -line traffic agreements". 

Since the character of the commercial agency service provided, 
directly affects the quality .of the air service, i t  also has been the 
subject of regulation. Only agents recognized by ATAF a re  authorized 
to sel l  tickets and a i rwayb i l l s  an ATAF member airlines. 

Finally, sales promotion in France and in French Overseas 
Terr i tor ies  i s  handled by authorized agents of the member airlines 
acting for and on behalf of ATAF. Sales promotion is a paramount 
factor in the operating arrangement we a r e  now considering, since the 
results  obtained in this field will determine ATAFts policy in 
establishing rate scales and in adjusting services to the fluctuations 
of the market.  

3 )  Enforcement machinery 

The supervision of compliance with the regulations has been 
entrusted to officers with very broad powers. Their investigations 
may cover both the technical and the economic sides of operations. 
ATAF inspectors may question agencies on their activities, check the 
ra tes  applied and the commissions collected and request production of 
the business accounts of member airlines; in respect of technical 
operations, their supervisory powers extend, . for instance, to checking 
of a i rc ra f t  weight computations and loading plans, to the regular 
maintenance of equipment, compliance with flight rules, etc. 

Violation of the regulations is f i r s t  r e fe r red  to a three-man 
committee which rules on the type of sanction to be imposed (censure, 
warning or fine). There i s  provision for appeals machinery, the com- 
petent body being a committee composed of representatives of all 
member airlines except the airline appealing the decision. 
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4) Standardization of operating rules and practices 

Finally, ATAF has included in i t s  programme the standardization 
of rules and practices concerning equipment, conditions of operation and 
personnel. These regulations, some of which a r e  already in force, a r e  
designed to standardize such matters  as: 

- the determination of a i r  distances; 

- aircraft  loading; 

- ground facilities; 

- airborne equipment; 

- operating rules (flight instructions, crew documentation, etc . ). 
Finally, provision has been made for regular exchange of technical 

information for the benefit of all  members. Here again we find a co- 
operative principle already applied in Europe by the CPAM and in the 
Beneswiss Agreement. 

c . - Internal structure 

Established in January 1950, the ATAF now includes the following eight 
companies: Air France,  ACromaritime, Air -Atlas, Air -Maroc, Air-Transport, 
Transports -Abriens Intercontinentaux, Tunis-Air, Union ACromaritime de Trans- 
port. 

The various functions have been allocated among the following bodies: 

- A Central Committee (General Directorate) consisting of one 
representative of each member airline; 

- Four specialized Subcommittees: 

- A Programme Subcommittee (organization and allocation of 
services; determination of frequen&ies, etc.) ;  

- Rates Subcommittee (organization of various categories of 
services, commercial agencies, sales promotion); 

- Conditions of Carriage Subcommittee (standardization of 
methods and practices, charters ,  traffic documents, etc . ); 

- Information and Action Subcommittee (relations with 
customers and the general public). 
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In addition to these main committees ATAF has an Air-Sea Co-ordinating 
Committee, which i s  essentially an advisory and resea rch  body of which the 
members  of the Central Committee a r e  ex-officio members .  Among the 
problems i t  has been called upon to consider, the foremost i s  that of the ra tes  
applied by air l ines and steamship companies, Present  efforts a r e  aimed a t  
standardizing, for both a i r  and s e a  transport,  the rebates applied on different 
types of services  (France-Mediterranean regional services  and long-haul 
services)  and for  the various categories of passenger traffic (children, 
families, groups etc . ) . While the Committee has no plenary powers, its 
activities a r e  an endorsement of the principle of co-oper ation which present  
competition between mari t ime and a i r  transport within the French Union has 
indicated a s  being highly necessary.  

d .  - Conclusion 

The role played by ATAF in French a i r  t ransport  is s imi lar ,  on the 
whole, to that performed a t  the international level by bilateral agreements 
between States,  supplemented by the co-ordinating and supervisory activity 
of IATA. In fact, the regulations of ATAF cover practically al l  the subjects 
dealt with in international a i r  t ransport  agreements,  and implemented under 
various additional provisions (supplementary inter -line operating agreements,  
machinery for periodic consultation, e t c . ) ;  certain aspects of these regula- 
tions (establishment of ra tes ,  determination of periods of operation, seasonal 
o r  otherwise, etc . , joint arrangement of operating programmes for the various 
regions) resemble more  closely the activities a t  present performed by IATA. 

Jus t  a s  inter-governmental agreements and IATA have failed to solve 
the many and complex problems of international a i r  transport,  A T W  has  been 
unsuccessful in solving those of French a i r  transport,  if  only for the simple 
reason that this agreement does not include all  the airlines operating on 
French routes.  However, the creation of ATAF has provided a means of co- 
operation which has  produced resul ts ,  and i t s  effectiveness will increase a s  
the two categories represented in this co-operative venture, the "national 
air l ines I t  and the "independent air l ines ", become in time two more  equally 
balanced groups which can be better geared to eachother .  Nor do we see  
any reason why the co-operativel principles underlying this national agree-  
ment should not s e t  the pattern for  an international organization. 

2.  - THE BRITISH SOLUTION: ASSOCIATE AGREEMENTS 

The problem to be solved in the United Kingdom, just a s  in France,  
was that of competition between the scheduled a i r  t ransport  services '  
(operated in this case  by the public corporations) and the charter  services  
operated by private air l ines.  In this field, the most  systematic effort was 
concentrated on the domestic network of the United Kingdom. The solution 
aimed a t  involved both BEA and a certain number of private air l ines.  The 
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objective was stated a s  follows: "The orderly development of internal a i r  
services in the United Kingdom for the next five years". * 

We shall now examine the principles underlying the type of organization 
envisaged, the machinery for ensuring the proper functioning of the scheme 
and the results achieved. 

a .  - Principles of organization and machinery 

Unlike France which did not have any statutory provisions governing a i r  
transport, the United Kingdom had a f irm starting point in the existing Civil 
Aviation Act of 1946. In fact, the Act provides for co-operation between the 
public corporations established by the Act and the so-called l 'associatesH, 
namely, under takings capable of ensuring, subject to certain t e rms  and condi- 
tions, the operation of a i r  transport services which the corporations have 
power to ca r ry  out. (Part  I, Section 144 

Furthermore_, the act provides for the constitution of an Air Transport 
Advisory Council, a body which is independent of the Ministry of Civil Aviation 

- - -- -. 

and whose function i t  is to consider representations f rom the public with 
respect to the adequacy of the facilities provided by the corporations and with 
respect to the charges for these facilities, a s  well a s  any other mat ters  
referred to it by the Minister. (Par t  111, Section 36) 

Pursuant to these terms of reference, the ATAC was called upon to 
define the directives governing associate agreements:, and arr ived a t  the 
following conclusions: 

The operation of associate services must not involve new expenditures 
for  ground and navigational aids; maximum charges on routes operated by the 
corporation or on routes competing with such services,  must  not be l e s s  than 
those charged by the corporations, except in agreement with them; the period 
of an associate agreement must not normally exceed two years .  

Further information is contained in the official statements defining the 
United Kingdom's policy in this field: 

- The right reserved to the Minister to terminate any associate 
agreement deemed to be incompatible with safety conditions or contrary 
to public interest;  

* BEA press  release, 2 October 1950, commenting on a meeting of 
representatives of the private airlines held in London, on 27 September 
1950, under the chairmanship of the Chairman of BEA. 
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- The requirement on the part  of independent operators to submit 
monthly returns to the Minister on their traffic operations. 

b. - Implementation of programme 

Associate agreements concluded between BEA and private operators 
generally cover the following three types of services: 

- internal ' sFerryP1 services ;  

- internal 'Ocross-country'bervices; 

- regular seasonal services  to holiday resor t s  on routes not in 
operation by a corporation where there is an excess of traffic demand 
over the capacity provided by the corporations. 

According to official statements, the services thus a s  signed to private 
air l ines were to be considered a s  complementary elements of the overall  
domestic network rather  than a s  supplem-entary services parallelling the 
scheduled operations. They were intended to give r i se  to the establishment 
of a number- of feeder lines"bringing traffic to h e  main routes allocated to 
tlae public corporations. Thus the concept of competition is replaced, a t  
1ea;t in the minds of the responsible aut%orities, by a more  logical allocation 
of functions and division of work based on statutory provisions. 

This appears to be the most  novel feature of the sys tem which in 
August 1951 had already led to the conelusion of forty-nine "associate agree- 
ments", nineteen of which a r e  to have a duration of five years .  

B ,  - INTERNATIONAL EFFORTS 

The aeronautical utilization s f  German ter  r i tory,  a s  already pointed out 
in Chapter V, is an example of the actual division of traffic a r ea s  among non- 
German air l ines,  in other words , among the PPchosen instruments " of States 
other than Germany. Such a scheme, in view of the political factors  which 
had to be considered ( O u O ~ e u p y i n g c k r  n l i n ~ n - O c ~ ~ p y i n g s '  Power sO boundaries 
of the occupation aonqs, ete .) could obviously be worked out only through 
negotiation between States and i s  being carr ied  out under their control. The 
scope and therefore the signif icanee of the conventional commer cia1 pool in 
Europe, which i s  based on the parallel operation of a same route by two o r  
m o r e  airlines, thus appear even more  limited than was indicated a t  the 
beginning of this chapter ,  
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1. - IMPLEMENTATION - O F  BILATERAL -. ------~-.---- AGREEMENTS ON --- COMMERCIAL 
RIGHTS -- 

In Europe, to a larger extent than elsewhere, because of the greater 
partitioning of the a rea  into national terr i tories,  the operation of international 
a i r  transport is governed by bilateral agreements concluded between States. 
Ninety-two bilateral agreements concluded between the twenty-three States of 
the European-Mediterranean Region freely engaging in commercial a i r  
traffic have been filed with ICAO to date, while fifteen others have already 
been concluded but have not yet been filed, At least  fifteen more a r e  now 
being negotiated (Table XVII) . 

A large number of these bilateral agreements -- particularly those to 
which the United Kingdom and France a r e  parties -- express, sometimes in 
very precise terms, the intention of the governments to control and even to 
ensure through appropriate regulation the implementation of the principles 
of orderly and sound development -of a i r  transport which a r e  embodied in the 
Chicago Convention. 

This f i rm  intention of the parties is reflected in this type of agreement 
by the inclusion of provisions for the setting up of suitable control and 
implementation machinery. These bilateral agreements between States 
compensate, to a certain extent, for the lack of a multilateral agreement. 

The regulations generally bear on the following points: 

- determination of traffic; 

- capacity to be provided on the basis of the above determination 
of traffic; 

- division of capacity (usually on an equal basis); 

- organization of alternate services; 

- agreements on schedules and tariffs.  

The regulating principles a r e  inevitably expressed in general and 
abstract  language; sometimes, they a r e  the outcome of compromise formulae 
(the Bermuda compromise i s  certainly not the clearest)  which acquire 
meaning particularly through the implementation provisions associated 
therewith. The consequence i s  that in most cases, whenever direct competi- 
tion between the airlines of the participating States is likely to have serious 
effects, i t  is necessary to resor t  to the implementation and control machinery 
contemplated under the agreement. Generally, this i s  a Joint Committee 
composed of representatives of the administrations and of the national airlines 
of each of the two States, meeting under the alternate chairmanship of the 
representatives of the participating States. 
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TABLE XVII 

BILATERAL AIR TRANSPORT AGlXEEMEr3TS 
CONCLUDED BETtJJiXM STATES OF THE EUROPEAN-BEDITE3RANEAN REGION 

(December 1951) 

"Chicago Typen Agreements 

Agreements of other types 

Agreements not f i led with 

Agreements under consideration 

Austria 

Switzerland 

echoslovakia 

Yugoslavia 
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One of the most  interesting examples of this type of regulation, and one 
which has already been successfully tested, i s  the United Kingdom - France  
Agreement of 28 February  1946 concerning routes between Metropolitan 
France  and the United Kingdom, the main provisions of which a r e  a s  follows: 

a. - The competent aeronautical authorities of both countries shall 
agree  upon the capacity to be provided a t  the outset on each of the routes 
(specified in the attached Schedules). 

This capacity shall be adjusted f rom time to time, in order  to 
conform with traffic demands, by direct  agreement between the a i ~ l i n e s  
concerned. 

These a i r l ines  shall a l so  make temporary adjustments of capacity to 
meet  unexpected o r  exceptional traffic demands, 

They shall  repor t  such adjustments forthwith to the competent aero-  
nautical authorities of their respective countries, who may  consult each 
other on the subject i f  they deem it expedient, 

b, - The capacity shall  be divided equally between the Bri t ish and 
French air l ines operating the same routes. 

c. - If the competent aeronautical authorities of one of the two countries 
should not wish, on one o r  m o r e  routes, to operate in whole o r  in p a r t  the 
capacity which has  been allotted to them they shall  consult with the com- 
petent aeronautical authorities of the other country with a view to tyans- 
ferr ing to the lat ter  the whole o r  pa r t  of such capacity within the limits of 
the agreed total, The authorities which have thus t ransfer red  their rights 
in whole or in p a r t  may however a t  any t ime recover them. 

d. - The rights granted to one country for  the operation 0% an a i r  route 
confer on the other country the right to participate in the operation of the 
same route, 

e. - The a i r l ines  designated by the two countries operating services  
on the same  route shall  mutual.ly agree on the conditions under which such 
services shall  be operated. ~ h g s  Agreement, which shall take into account 
the capacity to  be provided by each airline, shall  determine the frequency 
of the services,  the timetables and in general the conditions under whish, 
the services shall  be operated jointly and in pool by the designated air l ines,  

f ,  - The Agreements reached between the air l ines and any modifica- 
tions which may be made in them shall be subject to  the approval of the 
competent aeronautical authorities of both countries. 

An analysis of these provisions indicates that they a r e  based on the following 
principles: 
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1) capacity to be allocated on an equal basis ,  the possibility of 
pooled services o r  even joint operations being contemplated; 

2) direct  agreement  between air l ines subject to approval by the 
State aeronautical authorities; 

3) consultation between the aeronautical authorities,  whenever 
necessary. 

How a r e  these principles applied? 

Capacities have been allocated on the basis  of the stated principle of 
equality, but in a flexible manner.  It has never been fel t  necessary  to r e sor t  
to joint operations or  even to the pooling of services,  although both systems 
a r e  contemplated under the agreement,  While flexibility has  been retained, 
reciprocal control has  not been abandoned a s  shown by the following example. 

In 1949 Aip France  sold 2, 7'25, 000 ton-kikometres on the Paris-London 
route; Bri t ish European Airways sold 3, 534, 000. A s  of September 1949, it 
was agreed that each c a r r i e r  would be permitted to offer daily, for  the period 
ending 30 March 1950, an  increased number of sea ts  (about 200-250, according 
to our recollection), this figure to  be further increased by common agreement,  
if justified by traffic requirements; i t  was also decided to  introduce on this 
important route a reduced ra te  for  qQof.f-pea&" services,  L 10 instead of L 14. 
However, s tat is t ics  show that during 1950 the volume of traffic sold by Air  
F rance  r o s e  to 4, 523, 000 ton-kilometres while that sold bv BEA rose  to 
5, 789, 000. Both competing c a r r i e r s  thus increased their  t raff ic  by 65 pe r  cent, 
each therefore maintaining its proper  share  of the traffic on the route. 

These resul t s  were  not achieved bv chance: thev a r e  the conseauence of 
A 

periodic consultation between operators  (Principle No, 2 stated above) and the 
agreements  regularly concluded between Bri t ish European Airways and Air  
~ P a n c e  concerning a-number of routes,  on the bas is  of seasonal sequirements 
and traffic trends. The method applies particularly to the Paris-London route, 
the most  important d i rec t  link in Europe. 

Principal  No, 3, of course,  has not remained a dead letter.  The machinery 
for  consultation between government administrations is the Anglo-French 
Standing Joint Committee, whose composition and functions were defined in 
Art icle  VII of the 1946 Agreement, a s  follows: 

"The two contracting par t ies  agree  to  appoint a Standing Joint 
Committee to cs-ordinate their respective a i r  serv ices  and, where neces- 
sary ,  to submit for approval of the competent aeronautical authorities of 
the two countries proposals for the modification of the Annex of this Agree- 
ment. This  Committee shall be composed of two representatives of the 
competent aeronautical authorities of each of the contracting par t ies  and 
of two representat ives of the air l ines of each of the two countries, The 
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Committee shall meet  alternately in London and P a r i s  under the chairman- 
ship of one of the representatives of the competent aeronautical authorities 
of the contracting par ty  in whose te r r i tory  the meeting is held'. 

The establishment of this Joint Committee has made possible regular and 
effective co-operation between both countries, Its meetings, which a r e  held 
in principle every thr ee months--although there is no s t r ic t  rule in this 
respect  -- afford an opportunity to review the various problems of joint opera- 
tion in a l l  i t s  different aspects  (economic, administrative, technical), which 
a r e  placed on its Agenda, 

The above-mentioned decisions concerning the Paris-London route were 
taken a t  a meeting of the Joint Committee held in September 1949. Two years  
ear l ie r ,  the discussion of one of the items on the agenda led to denying BSAA 
(which a t  the time was operating the British routes to South America)  the 
right to  make traffic stops a t  P a r i s ,  In May 1950, no agreement could be 
reached on allowing BOAC a stop a t  Nice; no doubt, the French authorities 
feared that the balance established and maintained between Air  France  and 
BEA might be upset on the route London-Nice-Rome, then in full development. 

Many other problems among those dealt with by the Committee--whose 
work extends to a l l  the traffic routes of both countries-- a r e  of particular 
interest  to Europe; discussion takes place, for  instance, on the possible effect 
of new Bri t ish exchange regulations for Bri t ish nationals who use French a i r -  
lines when travelling to France;  decisions a r e  taken on the p r o b l e m  raised by 
the development of char ter  services between France  and the United Kingdom; 
and agreements  a r e  reached on new charges applied a t  certain aerodromes.  

Equally s t r ic t  regulatory provisions have been included in a number of 
agreements  concluded between the United Kingdom and other European countries, 
The bilateral a i r  t ranspor t  agreements  signed with Greece  (26 November 1945) 
and with Portugal (6  December 1945) provide for  the pre-determination of 
capacity, equal sharing of traffic andgeriodic adjustments a s  well a s  the p r e -  
petermination of the load factor on the specified routes,  

The agreements  signed by France  with Spain (August 30, 1948) and with 
Italy (February  3, 1949) provide, in respect  of a type of serv ices  designated 
a s  "vicinity services",  for the regulated adjustment of capacity between the 
airlines.  The France-Italy Agreement, just a s  the France-United Kingdom 
one, provides for the establishment of a Joint Standing Committee "to co- 
ordinate a i r  relations between the two countries.. . and to submit their  
proposals to the aeronautical authorities of the two c o u n t r i e ~ ~ ~  (Article VII), 
This instrument of co-operation has not been a s  active, however, a s  its Anglo- 
French counterpart which naturally covered a m o r e  extensive field of activity; 
yet, the Franco-Italian Joint Committee i s  significant in that i t  iunctioned in 
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connection with the Air  France-ABitalia pool organized between 1948 and the 
end of 1950 (when it was terminated),  on the Paris-Rome,  Paris-Nice-Rome 
and Paris-Lourdes-Rome vicinity services.  To our knowledge, this is the 
only example of a body whose functions lamvalved the supervision of a pooled 
service in the European 

Mention should a l so  be made of the foilowing provision included in the 
France-Po~tngah Agreement of 30 April  1946 (sub-paragraph ( f )  of the Adden- 
dum relating to routes Pinking Metropolitan France  and North Africa with 
Portugal): 

"In the event of third countries beginning to operake services  on the 
routes refer red  to in the present  addendum, the French and the Portuguese 
a i r l ines  c o n c e ~ n e d  may, with the approval of their respective aeronautical 
authorities, come to an  agreement  with the a i r l ines  s f  the said thifd 
countries on the t e r m s  qf a sys tem of co-operative working based on the 
same principles,  F' 

The purpose of this  provision, a s  is seen, is to extend multilaterally the 
rinciple of consultation whenever the interests  of third par t ies  a r e  affected 

Pby the operation ol the ' services on  t h e  routes covered by the Agreement.  
Consultation between States,  it will be recalled, was one the 'devices intended 
to facilitate the conePueion of a Multilateral Agreement on the Exchange of 
Commerciai  Rights, which the ICAQ Commission endeavoured to  draw up a t  
Geneva in November 1947; in the absence of agreement  on the basic provisions 
of the draft ,  this  supplementary principle -- appearing he re  in a bilateral 
ag r  eernent -- was given only cur sory  consideration. 

Even a summary examination of the bilateral agreements  entered into 
by the 23 States of the ~uro~eana-~edi ter raamdan Region b e a r s  out the conclusion 
that regulation of traffic is dealt  with in a comparatively small  number of agree-  
ments,  But, in  an  a r e a  with such a high density of national t e r r i to r i e s ,  this  
smal l  number is of the utmost significance. Furtherrnor e, cer tain countries,  
part icular ly Belgium, have generally avoided entering into bilateral agreements ,  
for  the very  reason that they wish to be in  a better position to obtain--from each 
foreign c a r r i e r  and without being accused of discrimination -- the guarantees 
or  rights considered essential  by their aeronautical authorities. 

One may in  fac t  csnciude that many European countries, part icular ly those 
that administer a grea t  number of bilateral agreements  and those that a r e  
geographically wel l  situated within the European a i r  pattern of routes,  tend to 

* Pooling has not led to the establishment of any  special supervisory bodies; 
certain a i r l ines  however (MLM, SABENA, Swissair)  have appointed special 
"co-or din at or^'^ fo r  co-operative agreements, 
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adopt a uniform policy on the implementation of such agreements.  This policy, 
in turn, leads to the development of common principles fo r  the grant and 
exercise of commercial  rights between States that a r e  in frequent consultation 
for the purpose of interpreting their agreements and making adjustments, 
Thus a second and still m o r e  important result  is gradually being achieved: 
a common doctrine regarding the p a r t  played by competition and methods of 
competition in European international a i r  transport.  

The doctrine can no longer be reconciled with cut-throat competition; 
neither is it compatible, unrestrictedly, with a n  interline agreement  s o  tight 
a s  to be detrimental to the public interest;  thus, a middle-course is to be 
steered between unduly a rb i t r a ry  a pr ior i  determination and a poster iori  
controls and adjustments resting on vague principles. 

The system of permanent negotiation, however cumbexsome,, has  a t  leas t  
resulted in opening up a school of thought in Europe where administrations and 
operators,  who of necessity remain in constant touch with hard facts, may  be 
praparing the ground for  what might later become a regional multilateral agree-  
ment, based on the part icular  character is t ics  of operation in the European- 
Mediterranean Region. At the same time, both operators  and public authorities 
a r e  acquiring the habit of co-operation, a, habit which can and must  find, in  the 
near  future, m o r e  fruitful fields of application. 

2 .  - TRANSITION TO JOINT OPERATION AND HIGHER FORMS 
OF AUTHORITY (GENERAL TRENDS) 

It is often stated that one of these forms of co-operative activity no longer 
requires  to be demonstrated and has already attracted considerable attention in 
Europe and throughout the world; this is the sys tem which has  been applied by 
the three main flag-lines of Denmark, Norway and Sweden and wthhioh, with the 
encouragement and guidance of the three  governments concerned, has  led to 
the creation of the well-known company SAS, the Scandinavian Airl ines System, 

The establishment of SAS mus t  certainly be considered a s  one of the 
successes in the field of co-operative effort by European operators.  At the 
same time i t  is essent ial  to have a c lear  understanding of its objectives in 
o rde r  to appreciate i t s  exact significance. 

a. - The emer ience  of SAS, 

What the guiding powers of Scandinavian aviation have had in mind for  the 
l a s t  fifteen o r  twenty yea r s  was not an idealistic programme of co-operation, 
but rather  a very  pract ical  problem of existence and survival. Denmark, 
Norway and Sweden were  having difficulty in solving their  problems individually; 
a t  the same time there  were  many obvious factors  in favour of a eo-operative 
solution for  this group of neighbouring countries. Without going back to the 
origin of this eo-operation, we might consider the reasons why, in 1945, it 
suddenly appeared m o r e  urgent than it had been ten or  fifteen years  ea r l i e r ,  
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In 1945 the Scandinavian commercial a i r l ines  were faced with a choice 
between continuing to operate on a very modest scale within a regional f rame-  
WOP kLC, and venturing for  the f i r s t  t ime into the field of long-haul services.  
The long experience of managements and airline crews, the general good 
feeling towards the Scandinavian countries throughout the world, their 
difficulties either in maintaining their level of prosperi ty or  in rehabilitating 
their economies which had been seriously affected by war,  a l l  these factors  
encouraged them to enter the field of long-range operations, At the same 
time it was clear  that, individually, each of the three aviations was too weak 
to attempt this new venture alone and that each of the countries was in a poor 
bargaining position a t  a time when the battle for  commercial  rights looked 
like being a hard one, the Scandinavian operators having to re ly  mostly on 
Fifth Freedom traffic,  

Consolidation was obviously needed, It was facilitated by the fact that 
the Scandinavian countries adjoin one another and by their long historical 
association (which nevertheless has its drawbacks), by the affinity of language 
and by analogous aeronautical regulations which further  efforts were to bring 
into still closer  conformity. A s  regards  external trade, the three countries 
taken together would largely compensate for the weaknesses of each taken 
singly in solving the problem of foreign currency earnings, On the other hand, 
the diversity of their respective national policies towards those countries f rom 
which a i r  traffic commercial  rights were to  be obtained, could not but i'mppove 
the position of the Scandinavian group in the overall  framework of bilateral 
negotiation so  

Since the beginning, however, it was recognized that the sys tem had its 
limitations, National sovereignties remained untouched and consequently 
there remained different responsibiliti es  -- i f  not different political positions -- 
in respect  of national defence; thus the Scandinavian group was not proposing 
"internationalizationg', but was thinking in t e r m s  of a sys tem of close co- 
operation, under which each country would retain the right to recover  its 
"equity" a t  any time, Likewise each country would wish to continue to maintain 
within its own t e r r i t o r y  installations and f a c i l i t ~ e s  essent ial  to its security; 
hence duplication and overlapping; and these facili t ies,  i f  used by civil aviation, 
inevitably reduce the advantages of grouping together, 

Finally any effort a t  re-organization undertaken between States tends to  
promote individual or  group suspicions and can easily foster  nationalistic 
feelings which threatened in teres ts  may be tempted to exploit. Here also, the 
attempts of SAS to achieve grea ter  efficiency were  to  encounter many obstacles, 
The stature achieved by SAS in the Bast six yea r s  is now well-known, following 
efforts which proved m o r e  painful in solving internal problems than in dealing 
with foreign countrie s, At the time of writing, the ~PConsor t ium Agreement" of 
8 February  1951 is already in force,  The t e ~ m  H c s n s o r t i e n m a ~ a s  been chosen 
by the participating pa r t i e s  and we shall  not quarre l  with the terminology, even 
though the agreement  reached ellearly establishes a f a r  greater  solidarity 
between ABA, DNL and DDL than that which normally exists  between the 
~ a r t i e s  to a eonsortium, Later ,  we shall examine the scope and objectives of 
;he organization thus established. The inter-government agreement  which 
will give the required sanction to the arrangement has not yet been published, 
~ e i t g e r  is there-any information concerning the texts by which the governments 
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will authorize the a i r l ines  to t ransfer  to the Consortium the operatnon of the 
services granted to each of them. Until these texts a r e  known it i s  impossibPe 
to evaluate the exact significance of the Scandinavian p ~ e c e d e n t s  a s  a model for 
application in Europe, We shall  attempt here ,  through a brief review of the 
well-known development of SAS, to explain how the air l ines which had grouped 
together in SAS gradually moved f rom a system of co-operation in operations 
to actual joint operation. 

F r o m  the very  beginning, SAS succeeded in uniting forces  entirely for the 
operation of long-range services: traffic potentials were  combined, and ogera- 
tlons unified. F o r  a consortium whose route pattern enter's Europe ac ross  the 
t e r r i to r i e s  of wealthier States and links its services  with the long-established 
a i r  networks of much stronger competitors, the problem was a mat ter  of life 
o r  death, Thus was conceived the OSAS (Overseas Scandinavian Airlines 
System), which, operating only extra-European services,  performed most  
suceess%ully the task for  which it was designed, 

But a t  the same time, and for many reasons - such a s  the instinct of 
self-preservation and survival already mentioned - it was under stood that, 
within the regional framework, the three associated a i r l ines  would maintain 
not only their individual existence but also their own financial responsibility 
and their own operating personnel, They would mere ly  pool their revenue, 
and central  co-ordinating bodies would be established to manage the pool in 
order  to avoid the ill-effects of internal competition, 

Experience soon showed that this was not enough, Each of the three  a i r -  
Pines was interested in its own survival and naturally attached the greatest  
importance only to  that traffic which best served its own interests .  This gave 
r i s e  to surpris ing r iva l r ies  which adversely affected passengers  and shippers 
using the long-range services,  quite in contrast with the previous example 
se t  by OSASo There  was a noticeable increase in the tendency to serve  
individual in teres ts  of the air l ines;  the whole organization was endangered. 

At this ~ u n c t u r e ,  the ESAS (European Scandinavian Airline s,Sy &em) which 
was in charge of co-ordination for Europe, attempted to  impose a more  dras t ic  
apportionment of traffic among the three  operators ,  by associating with the 
allocation of services the requirement that certain overall  ratios be respected, 
This was the "joint traffic p r ~ g r a m m e ~ o .  However, in o rde r  to i m p l e m k t  this 
programme it was necessary  to superimpose additional administrative machinery, 
in the form of different co-ordination bodies, on the services  of three  a i r l ines  
ABA, DDL and DNL which already had very simnlar functions in their  respec-  
tive fields, These new Itjoint departments", which were  placed under the sole 
authority of the Director General of SAS increased friction, multiplied documen- 
tation and so  rapidly threatened to  bring on administrative paralysis  that the 

resent  SAS, 195 1 formula, was introduced even ear l ie r  than had been antie- 
!-ated. 
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The change-over to this new sys tem became al l  the more  urgent a s  the 
overall  financial picture for  the period f rom 1948 to 1950 had worsened 
considerably, making economies very  imperative. Complete unity under one 
authority seemed to be the only solution. 

The bas is  of this joint operation is the unrestricted availability of a l l  
operating. resources  - - personnel and equipment- -under such conditions t h a t  
a l l  the pract ical  effects  of joint ownership will be achieved. Having established 
this f i r m  basis ,  the Agreement s tates  in an essent ial  a r t ic le  that operations 
will be based on sound business considerations, pract ice and policy". This 
probably suggests that the ea r l i e r  systems could not be entirely considered a s  
"sound business"; but in any event it is a clear  indication that the consortium 
is essentially a means  of improving efficiency. Thus, af ter  five yea r s  of co- 
operation between three  c a r r i e r s  (involving the establishment and "co-ordina- 
tion" of a s  many a s  five different managing bodies), SAS now takes on m o r e  

' definitely the aspect  of a single airline, comparable to others  except that it 
acquires  grea ter  strength through unity and will now be able to compete on the 
same footing with l a rge r  or  smal ler  airl ines.  

What lessons can be drawn f rom the evolution of SAS and applied to co- 
operation between European a i r l ines?  In our opinion they a r e  the following: 

1) The OSAS could have functioned alone, and perhaps made profits. 
But the ESAS operating a s  a separate organization would certainly have 
los t  money, and its losses  would have been a l l  the m o r e  ser ious since 
competition in Europe was l e s s  restr icted between the three participants. 
An attempt was made to  eliminate this competition while retaining the 
identity of the three  air l ines,  but the administrative and psycholggical 
drawbacks proved too costly. Complete integration was the only solution 
and it was a c c e ~ t e d .  It no doubt indicates that the d i rec tors  of SAS a r e  

I 

convinced that they mus t  continue to operate in Europe in order  to "feed" 
the Scandinavian long-haul network; i t  a l so  indicates that the d i rec tors  
a r e  relying on long-haul serv ices  to make SAS "a sound business". But 
it should be emphasized that these conclusions--if they were  actually 
arr ived a t  by the SAS directors--are valid only under the present  
circumstances. Thus the evolution of SAS towards a s tructure which 
now integrates regional and long-haul traffic is by no means a proof that - 
such a s t ruc ture  is the right one f rom the overa l l  point of view-of European 
a i r  transport;  the evolution of SAS simply proves that for the t ime being, 
and a t  leas t  until the whole subject i s  reviewed, the game has to be played, 
whether nationally o r  by a of associated national operators ,  accord- 
ing to the ruIes followed by the other airl ines.  

2) It is natural  a lso  for air l ines to seek to  increase  their  individual 
strength, without, however, causing too much concern to their competitors, 
Just  a s  Denmark, Norway and Sweden have done, others  m a y  therefore be 
tempted to t r y  out the formula of collective nationalism, which is something 
entirely different f rom internationalism. It must  be remembered, however, 
that the system has  its limitations from the ve ry  fact that it is a means  of 
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increased efficiency within a competitive system, and that i t  would not be 
tolerated in a l l  cases ,  It was accepted in the case of SAS, because the 
three Scandinavian countries - for many well-known reasons, political, 
economic and social - were  generally looked upon sympathetically in Europe; 
because the common instrument created by SAS is a comparatively modest 
one, and does not c rea te  any a l a r m  among m o r e  powerful operators;  
because the recent  re-organization does not change the essential  feature of 
the Scandinavian position, namely that of depending on Fifth Freedom 
traffic; finally, i f  the SAS group were to become too powerful, i t  would 
always be possible to re-establish certain b a r r i e r s  against an  i n s t ~ u m e n t  
of expansion which was being used too effectively, Nevertheless, SAS 
certainly intends to make the best  of its present  position. Indeed, the 
Report of the "Little Committee1', which demonstrated the need for a new 
organization, emphasizes that in addition to obvious advantages of m o r e  
intensive operation and a i rcraf t  utilization, such organization would permi t  
"co-ordination of a l l  SAS lines inside a s  well a s  outside Europe into one 
routing network which has  given good resul ts  in  carrying traffic to and f r o m  
inter -continental routesg'( *) . 

3) SAS has likewise shown in a very striking manner,  the limited 
possibilities of the pool system and the internal conflicts to  which it gives 
r i s e  a s  long a s  the participants retain their responsibility for ,  and there-  
fore their concern with, making individual profits. Among the major  
advantages ~f the new system, the Little Committee mentioned the fact 
that ". . . there  is no (longer) any individual advantage in operating the 
Dfatg rather  than the 'meagre'  l ines of the program" and to escape this 
apparent paradox, the Little Committee concludes: IIThe joint traffic 
program can, therefore,  be prepared nationally to  the greatest  advantage 
of a l l  three parties. .  . ". 

4) Leaving aside the three par tners  in the SAS Consortium, it is 
obvious that the three States (for which the consortium becomes the sole 
"chosen instrument") consider themselves the most  direct  beneficiaries 
of the system; if  this were not so, they would not have encouraged it and 
given it apprrsval. And in justice it must  be said that the d i rec tors  of 
SAS have never separated their awn major  in teres ts  f rom those of their 
State. Again, to quote the very  words of the Lit t le  Committee, "a complete 
and energetic Scandinavian effort in a i r  t ransport  will redound to the 
genera l  and social in teres ts  of the three countries". That is a government 
view and it was shared by the three  governments. 

5) Polit ical considerations have therefore prevailed ultimately, and 
f rom now on the political approach i s  imperative. Since it is obviously 
necessary  to make the bes t  of the system prevailing in Europe, that of 
the "chosen instrumentt1 o r  of the "State ca r r i e r "  (the lat ter  system being 
often the resul t  of an  ea r l i e r  merging of severa l  airl ines),  the lesson to 
be drawn f rom the SAS experiment i s  that it is possible to go one step 
further  and to adopt one "chosen instrumentt1 for  several  States, But other 
States will then want to look very carefully into the r e a l  a ims  of this type 

* Quoted by W. H. wage_.$ , "International Cooperation and the Scandinavian 
Airlines Systemr1, 'la'Rcewue GknCrale de l ~ A i r I ~ ,  No. 2, 1951, p g e  1,Q8. 
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of operation which would run into ser ious difficulties if, for  example, it 
were to become a means whereby an already powerful c a r r i e r  could 
obtain, under preferential  conditions, the cargo traffic of another State, 
or if it allowed the operators  of two States to combine their l lcargo 
potentials1I in order  to protect  themselves against operators  of other 
States. SAS has not yet encountered obstacles of this kind, both because 
it has  been reasonable and because its efforts, a s  stated ea r l i e r ,  have 
been looked upon favourably. 

6 )  One gathers  the impression that legal objections could have been 
raised against the SAS system, and that they have not been raised,  part ic-  
ular ly during the ncgotiatibn of c crtain bilateral agr ee'ments. This is 
par t ly  explained by the limited attention hitherto given to the provisions of 
Chapter XVI of the Chicago Convention, which deals with joint operations. 
Polit ical recourse  to  this sys tem having so  f a r  been limited, ICAO 
Contracting States have found it easy  to give it their blessing, a s  for  
instafice in Resolution 17 of the Fourth Session of the Assembly, by which 
the Council is directed to give assis tance - when requested -r to those 
States that take the initiative in deyeloping co-operative arrangements  of 
the type envisaged in Chapter XVI of the Convention. To our knowledge, 
no such request  has been presented a s  yet to the Council; i t  may well be, 
however, that an opportunity will soon a r i s e  for ICAO to give m o r e  atten- 
tion to a mat ter  which has  itself become m o r e  important. 

b. - Political P lans  for  the Go-ordination of Ai r  Transpor t  in Europe 

European thinking has  for  a long time, especially in political circles ,  asked 
why the problem of improving co-ordination of a i r  t ransport  and of increasing 
the benefits it provides to the public should always be raised a t  the air l ine level. 
Our survey has a l ready shown that air l ines do not encounter the problem to a 
great  extent, and that they have only found a solution to it to an even smal ler  
extent. This is inevitable, a s  long a s  the major  European air l ines,  even if 
they a r e  "national" a i r l ines ,  a r e  criticized in their own countries for  every 
demand they make on the public t reasury.  The resul t  is that they do everything 
possible to improve the i r  own balance sheets, even i f  this involves reducing 
the quality of one of the services  they a r e  normally expected to provide to the 
taxpayers of their own country. 

Even now the m o s t  pract ical  resul t s  of co-operation a r e  achieved through 
consultations between national administrations together with their main oper - 
a to r s ,  simply because in these discussions public in teres t  is the chief consider.- 
ation and the political view can and often must  extend beyond the horizon of 
aviation. One wonders, therefore,  whether through co-operative action it might 
not be possible to maintain the same standard of service and yet reduce the 
overall  cos ts  of European civil aviation a t  a t ime when the burden of taxation is 
continually increasing; one wonders a lso  what would happen to European civil 
aviation if the international situation should deter iorate  and if it were  no. longer 
possible to re ly  on American supplies; and finally, one m a y  ask  what commonly- 
agreed aviation policy could facilitate the creation of a large "air t ransport  
capacityn, considered a s  a vitally important asset .  The various political plans 

> 
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fo r  a i r  t ransport  co-.ordination and co-operation now under consideration in 
Europe have ar i sen  f rom problems such a s  these,  and it is not i r relevant  to 
this survey to review these plans briefly. 

Since early in 195 1, three plans have been submitted to the Council of 
Europe: 

- the Plan  submitted by the Special Transport  Committee of the 
Council, known a s  the "Bonnefousl' Plan; 

- the Plan  prepared by the Committee on Economic Questions of the 
Council of Europe; 

- the Italian Plan known a s  the I1Sforza PlannP. 

The f i r s t  project includes, in principle, a l l  categories of t ransport ;  the 
other two a r e  limited to a i r  transport.  

<ALL three  projects  state a s  their dual purpose: 

- to adjust t ransport  a s  closely a s  possible to the character is t ics  of 
the overall  European economy; 

- to ensure that the fullest and most economic use  be made of 
European transport ,  by eliminating duplications and undue competition, 

, by reducing travelling time, by standardizing equipment and increasing 
its utribization, etc. 

W e  shall  not attempt, in this study, to single out the advantages o r  
disadvantages of any of these projects;  we shall  mere ly  explain their main 
provisions in o rde r  to facilitate their  understanding. 

1) European Transport  Authority (Bonnefous Plan)  

This plan was conceived mainly in relation to  the part icular  problems of 
the European railway network and in relation to the present  bodies entrusted 
with the study of these problems and their solution. Other forms of t ransport  
a r e  mentioned only in the paragraph dealing with the E xecutive Committee 
which would be ass is ted  by four specialized sections: 

Rail, road, a i r ,  por ts  and waterways. 

The European Transpor t  Authority i s  patterned on the organization of the 
Authority which is to be responsible for  carrying out the Schurnann Plan. The 
implementation of that Plan is based on the co-ordination of coal and iron o r e  
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transport  by boat and railway; in fact, co-operation between the European coal 
and steel  industries is essentially dependent on the manner in which this t rans-  
port  will be organized and particularly on the ra tes  applied; hence the necessity 
of creating a European Transport  Authority. Problems relating to a i r  t ransport  
a r e  not covered in these texts, not even by allusion. This explains why a i r  
t ransport  was the subject of a second project emanating f rom the Committee on 
Economic Questions. 

2) Association o r  Consortium of European Air  Companies 

The project  prepared  by the Committee on Economic Questions is m o r e  
in the nature of a suggestion than an  actual plan. 

The report  makes  a rapid survey of the European a i r  t ranspor t  situation 
and the various fo rms  of co -opera t i~n  now in effect and concludes by advocating 
the creation of a consortium ;imilar to that of SAS o r  a char ter  company which 
would manage the ~ u r o p e a n  network by leasing the a i rc ra f t  of existing companies 
against on a s i i tab le  mileage-basis.   he air l ines would retain their 
trunk services  which would be left  outside the European organization. 

The repor t  recommends the convening of a meeting of governmental 
experts  and air l ine representat ives who would consider the possibility of 
creating the proposed agencies and report  other possible methods of securing 
a m o r e  efficient operation of European a i r  transport.  

3) European Air  Transport  Authority and European A i r  Consortium - 
("Sforza Plan" submitted by Italy) 

This project  combines the concept of a European Authority contained in 
the Bonnefous P lan  with the concept of a European consortium proposed by the 
Committee on Economic Questions. However, it goes further  than the 
Bonnefous Plan  in that it advocates the establishment of a "European Air  space", 
within which the European a i r l ines  would enjoy complete traffic freedom, and 
the adoption of a regional mult i la teral  agreement  which would replace the 
present  bilateral agreements  regulating commercial operations in Europe. 
Within such an  a i r  space the European Authority would replace the civil aviation 
departments of European States in regulating and supervising t ranspor t  opera- 
tions in accordance with the provisions of the mult i la teral  agreement.  

The most  provocative aspect  of the Sforza Plan  is obviously the new legal 
concept of a "single a i r  space" to be established by European States, each of 
which would nevertheless retain its individual political sovereignty. The pro-  
porn&$ of this  plan fully realized the difficulties which might a r i s e  f rom the 
apparently discriminatory use  of such a "single a i r  spaceg1 in which al l  internal 
t ra f f ic  would be cabotage for  the Eyropean States par t ies  to the present  agree-  
ment, but would nevertheless still be dependent on the system of exchange of 
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commercial rights through bilateraI~~eg(~tiati .ons a s  far  a s  won-European 
States a r e  concerned. The preamble presenting the justification for  the Sforza 
Plan recognizes that there is some csnflic% with the provisions of the Chicago 
Convention, but adds that uPbearing in mind the political objectives ~ a r s u e d s P ,  
i t  should not be difficult to obtain, for a plan of general interest ,  the approval 
of non-European States which a r e  signatories to the Chicago Convention, 

This may be considered somewhat optimistic. However, the political 
significance of the proposal of a g'single a i r  spacen for  Europe cannot be over- 
looked a t  a t ime when so  many p ressures ,  both internal and external, a r e  
being exerted for  the seeconomig: integrationIg of Europe, a t  least  the Europe 
of the OEEC to which the Sforza Plan is addressed. 

CONCLUSION 

The present  limited use made of pooling arrangements  in Europe has 
resulted in economies in certain a r e a s  and on occasions has been of some 
benefit to passengers .  However, the effectiveness of the system is sti l l  very  
limited and it has been seen that it is in most  cases  used a s  a means of 
neutralization o r  of r iva l ry  ra ther  than of co-operatiom, In fact, since each 
operator re l ies  only on long-had services to approach a balanced operation, 
he does not hesitate-- even on pooled services,  le t  alone on a l l  other services 
to inflate somewhat his  available traffic capacity. 

In this exhausting pursuit  of g'financial self -suf£idienc,y~f9 the a i r l ines  a r e  
constantly reconsidering the bas is  and working methods of their Peco-opera- 
tion". Both in the case  of ground service and traffic agreements,  the 
combinations change f rom year  to year and f rom season to season, according 
to the prevailing hopes o r  calculations, Admittedly, a living organism is 
constantly developing, a s  a r e  the requirements it is intended to fulfill. In 
Europe, however, the aeronautical requirements of the community a r e  not 
the main factor in this seemingly uncontrolled development, The overriding 
need is that of the a i r l ines  which a r e  ever  seeking new expedients and 
stratagems to gain a grea ter  share  of European a i r  traffic. The r e a l  problem, 
in fact, is to find ways and means of expanding that traffic by increasing the 
service provided, A solution m a y  be found, not by continuing the present  
struggle, but by breaking down the b a r r i e r s  now partitioning Europe, where 
there is a considerable traffic potential, and by tempering competition. 

The problem, in these t e r m s ,  is a political one, Its solution l i e s  with 
the governments, ass is ted  by their administrations and their a i r  t ransport  
operators  who--even a t  shor t  range--have everything to gain f rom this 
attempt a t  re-organization, 

Once these t eams  get down to their task, it will very  soon become 
apparent that the European-Mediterranean regional programme is to be 
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solved concurrently with the equally serious problem presented by the lack 
of European co-operation on long-haul routes. In this connection, a few final 
points may  be of assis tance in showing how these two problems a r e  related. 

There a r e  two aspects  of the long-haul problem for those European countries 
whose sovereignty extends to overseas  terr i tor ies:  the national aspect, in the 
case  of established routes between European capitals ana such ter r i tor ies ,  and 
an  international aspect  in the case  of other inter-continental routes, 

1 

A s  a resul t  of the extension of their  sovereignty to overseas  te r r i tor ies ,  
the European countries concerned hold, throughout the world, a certain number 
of de  facto monopolies, which they organize and defend. F r o m  the point of 
vicw of the operators ,  this policy is justified immediately one real izes that the 
lat ter  a t e  compelled to compensate -- a s  and where best  they can -- the losses  
they incur on their  regional serv ices  in Europe. The most  typical example of 
this type of monopoly is that of Belgium, whose link with the Congo is the 
mainstay of the Sabena network. 

This  privileged position enjoyed by certain European colonial powers may, 
however, be modified by world political developments. This has  been the 
experience of KLM in Indonesia since the end of the war; this air l ine is now 
driven to intensify its efforts in certain other nationally protected a r e a s  (West 
Indies) and to engage in competition elsewhere, even with countries linked by 
cei tain political bonds, and whose operators co-operate through pooling 
arrangements  (South Africa, where KLM i s  competing with the SAA-BOAC 
pool). 

A s  for  the international long-haul routes, it is known that these give r i s e  
to the keenest competition between European operators.  One of these routes, 
that over the North Atlantic, is of particular significance to them a s  it repre-  
sents  the most  important source of hard currencies  for  the airlines.  

It is generally thought that combined operation of these various types 
of networks (regional routes,  national long-haul routes,  international long- 
haul routes) by the 'European a i r l ines  would only serve to complicate the 
organizational problem we have been considering. But it i s  equally possible 
to find in such a scheme certain aspects  conducive to  constructive organization. 
It is reasonable to a s sume that the interests  of four European countries in the 
African continent, fo r  instance, would contribute towards establishing the main 
North-South a i r  traffic route linking Europe and Africa, Similarly, certain 
routes to the F a r  Eas t  a r e  of joint concern to a group of European Powers.  It 
will be noted a l so  that the main international long-haul routes of in teres t  to 
Europe a r e  both few and well-defined (North America, South America).  pnce  
~ o m ~ e t i t i o n  is reduced on these long-haul routes which a r e  the main sourccof 
revenue for  European air l ines,  it will be possible to get a c learer  picture of 
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the problem of the internal organization of the European network. A bas is  
would therefore appear to exist for  co-operative effort, whether it be geographic 
solidarity within defined regions, or  purely functional solidarity in i,he case  of 
sufficiently well-defined a i r  traffic lanes, This bas is  could doubtless be used, 
if those concerned were  determined to overcome the initial obstacles. 

If a determination were applied to reach these goals, the Contracting States 
of ICAO could well combine such a determination with a des i re  to apply the 
principle of limitatiim- of competition to which they subscribed in signing the 
Chicago Convention, and with a des i re  to use the methods of "joint operationn 
to which, it will be recalled, Chapter XVI s f  that Convention is devoted. 

The very limited extent to which co-operative formulae a r e  applied in 
European aviation has  been mentioned, as have the favourable resul ts  a b e a d y  
obtained in certain limited fields of national o r  international planning through 
action of the public authority, The conclusion to be drawn would therefore 
appear to be that the problem goes f a r  beyond the responsibilities of the a i r -  
line s,  Neither the question of solidarity in regional o r  long-haul operations, 
nor that of the granting of traffic rights, which a r e  certain basic elements of 
the European problem, can be settled a t  the level of the operators ,  Proof of 
this can be found in the debates on Swissair, and in the development of the 
internal and external relations of the Scandinavian Consortium, 

Furthermore,  the task of organization undertaken on the initiative, and 
under the authority, of the States could not bear  frui t  unless the lat ter  maintain 
efficient control of activities so  organized, Whether this organizational effort 
brings about a multilateral extension of traffic sights, under the formulae 
recently developed by ICAO, o r  by the grouping of a i r l ines  and the joint use of 
facilities along the l ines we have described in Europe, the public authorities 
cannot evade their responsibility, and it now seems  that they a r e  rapidly 
becoming aware of that responsibility. 
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APPENDIX I 

GENERAL AGENCY AGREEMENT 

concluded on 17 May 1947 

BETWEEN AIR FRANCE AND SCANDINAVIAN AIRLINES SYSTEM* 

AN AGREEMENT 

Between: 

- AIR FRANCE, SociCtC Nationale de Transports  ACriens, having 
i t s  principal office a t  2, rue  Marbeuf, P a r i s ,  hereinafter called: AIR 
FRANCE 

and 

DET DANSKE- LUFTFARTSELS-UB #l/$ (DD;L) 
DET NORSKE LUFTEARTSELSKBP_ $,& ( D N ~ )  
SVENSK INTERKONTINENTAL LUFTTRAFIK.&/B ( S I & ~ )  , 

operating under the name SCANDINAVIAN AIRLINES SYSTEM, 
having i t s  principal office a t  9 Kommendbrsgatan, STOCKHOLM, 5, 
hereinafter r e fe r red  to a s  SAS 

Whereby i t  is agreed as follows: 

Article 1 

SAS appoints AIR FRANCE, a s  i t s  sole general agent in a l l  French 
t e r r i to ry  (Metropolitan France ,  colonies, protectorates,  mandates and a l l  
countries of th$ French  Union), this appointment being accepted by AIRFRANCE. 

Article 2 

In this capacity, AIR FRANCE shall  make available to SAS i t s  commercial  
and administrative se rv ices ,  a s  provided in  this agreement,  for the carrying 
out of the following operations : 

- sa les  promotion for passengers ,  cargo and mail;  

- investigation and supervision of qualified t ravel  agencies and 
intermediaries  ; 

* Filed with ICAO under No. 685. 
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- distribution of publicity mater ia l  provided by the Operating 
Company; 

- provision of advice to SAS regarding publicity which that company 
may  c a r r y  out on i t s  own behalf; 

- ticket s a l e s  and checking of cargo; 

- passenger  and cargo  reservat ions;  

- accounting, compilation of s ta t is t ics  and conduct of correspondence; 

- filing of t ime-tables e t s . ,  with the F rench  Authorities on behalf 
of SAS. 

Art ic le  3 

The se rv ices  rendered  to SAS under the t e r m s  of this agreement  shal l  
normally give r i s e  to payment of the customary commissions fixed by IATA. 
In r e spec t  of a l l  s a l e s  in F rench  t e r r i to ry ,  however, an additional super -  
commission of 25 per  cent shal l  be paid to AIR FRANCE a s  General Agent. 

Art ic le  4 

SAS shal l  be responsible for  the maintenance and operation of its a i r c ra f t  
and AIR FRANCE shal l  in  no way be liable for:  

a )  delays of any nature whatsoever in  transportation of passengers  
o r  cargo  on SAS routes ,  on departure ,  en route o r  on a r r iva l ,  whether 
caused by unfavourable weather conditions (fog, rain,  o r  s to rms)  o r  by 
unscheduled break of journey due to damage to the a i r c ra f t ;  

b) accidents of any kind to persons o r  objects c a r r i e d  by SAS 
(resulting in death, in jur ies ,  damage o r  par t ia l  or  total loss  of cargo,  
baggage, clothing, e tc .  ) whatever the cause thereof, g ross  negligence 
on the p a r t  of the management of AIR FRANCE excepted. 

The passenger  t ickets ,  consignment notes, e t c ,  , issued by AIR FRANCE 
shal l  be the IATA - AIR FRANCE f o r m s .  

Article 6 

Accounting 

SAS shal l  debit AIR FRANCE for  a l l  revenue on sa l e s  effected on i t s  
behalf within F rench  t e r r i to ry  in  r e spec t  of which transportation has been 
effected ( less  any commission and over -riding commission applicable), 
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A statement of such revenue shall  be entered in a commercial current  
account . 

A monthly statement shall be prepared by AIR FRANCE f rom this account 
and transmitted to SAS for  verification. 

Detailed arrangements for settlement shall be established by separate 
correspondence between the two part ies  h ~ r e t o ,  such arrangements taking 
into account any official regulations concerning t ransfers  of currency. 

Article 7 

Arbitration Clause 

Any dispute concerning the scope, meaning, construction o r  effect of 
this agreement o r  ar is ing therefrom shall be refer red  to and finally settled 
by arbitration. If the part ies  concerned agree to the appointment of a single 
arbi trator  the arbi t ra l  tribunal shall  consist of him alone. If they do not s o  
agree, the arbi t ra l  tribunal shall  consist df three arbi trators ,  one appointed 
by each party, and the two arbi t ra tors  so appointed shall  name a third who 
shall  be designated a s  chairman. Should the two arbi t ra tors  appointed by the 
part ies  fail to agree  on the choice of a third, or  should one of the part ies  fail 
to a p p ~ i n t  his  arb i t ra tor ,  any such appointment required shall be made by the 
Director General of IATA. The Director General may, a t  the request of 
either party, fix any time limit he finds appropriate within which the other 
party shall  appoint i t s  arbi trator  or  within which the two arbi t ra tors  appointed 
by the part ies  shall  select  the Chairman of the arbi t ra l  tribunal. 

Upon expiration of this time limit,  the Chairman shall  take the action 
 res scribed in the preceding paragraph to constitute the tribunal. 

When the arbi t ra l  tribunal consists of three arbi t ra tors ,  i t s  decision 
shal l  be given by a majority vote. 

The arbi t ra l  tribunal shall settle its own procedure, and, if  necessary,  
shall  decide the law to be applied. The award shall  include a direction con- 
cerning allocation of costs and expenses of and incidental to the arbitration 
(including arbi trator  fees) .  

The award shall  be final and conclusively binding upon the par t ies .  

Article 8 

The provisions of this agreement shall, a t  no time, conflict with any 
conventions already concluded or which may be concluded between the respec-  
tive governments of the two part ies  hereto. Should such conflict a r i se ,  any 
conflicting provisions shall  immediately and automatically be cancelled and 
corrected accordingly. 
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d 

It is likewise agreed that any provisions of this agreement  which a r e  not 
in accordance with IATA decisions may  be modified on m e r e  written notice 
f r o m  one party to the other .  

Article 9 - . .-  

This agreement  shal l  have retroact ive effect f r o m  1 November 1946 until 
fur ther  notice. Notwithstanding the provisions of Article 8 above, the Agree- 
ment  may  be terminated a t  any t ime on one month 's  notice. 

Art ic le  10 --- 
Should the regulations of the country of either one of the par t ies  here to  

requi re  regis t rat ion of this agreement ,  the cos t  thereof shal l  be borne by that 
par ty . 

DONE AT STOCKHOLM in  two 

copies,  17 May 1947 

H. Desbrusres  

AIR FRANCE 

P e r  A. Norlin 

SAS 
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APPENDIX TI 

SPECIMEN TYPE OF BILATERAL 

GROUND SERVICE AGREEMENT 

Article 1 

The Servicing Company agrees  to provide the Operating Company, a t  the 
places specified in the annexes to this Agreement and a s  provided by the Agree- 
ment  and the Annexes thereto, the various services specified in Articles. 2, '  3 
and 4 below. 

Article 2 

SERVICE AT AIRPORT AND AT CITY TERMINALS 

On each landing of an  a i rc ra f t  of the Operating Company a t  any one of the 
a i rpor ts  r e fe r red  to in this Agreement, the following services  shall  be pro-  
vided: 

A. - Airport  serv ices  

1) loading and unloading of passengers ,  baggage, cargo and mail;  

2) assis t ing with a l l  formalities a t  a r r iva l s  and departures of a i r -  
craft ,  including Customs, police, health and other s imilar  requirements; 

3) preparing and forwarding the customary traffic and a i rc ra f t  
documents ; 

4) accepting and delivering mail  in accordance with the ar range-  
ments  with the appropriate  postal authorities; 

5) providing, a s  f a r  a s  possible, overnight accommodation and 
mea l s  for  passengers  and crews,  a s  requested by the Operating Company; 

6) preparing,  despatching and receiving signals concerning the 
operations of the Operating Company, when this serv ice  is not the responsi- 
bility of the a i rpor t  authorities,  The Servicing Company, shall  not, how- 
ever ,  a s sume any liability resulting f r o m  the provision of such service; 

7) assis t ing a i r  c rews in obtaining f rom ai rpor t  authorities efficient 
provision of radio, meteorological and s imi lar  facilities; 
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8) providing such special services a s  may be necessary in the event 
of special flights, forced landings or accidents; 

9) cleaning of a i rcraf t  cabins and galley equipment; 

10) routine pre-flight services including assistance in supplying 
a i rcraf t  with water,  fuel and oil, starting engines and similar normal 
routine operations carr ied  out on aircraft  a r r iva ls  and departures;  

11) towing of aircraft  of the Operating Company where necessary;  

12) taking all reasonable steps to ensure the safety of the Operating 
Company's a i rcraf t  while a t  the airport .  The Servicing Company shall  do 
i ts  utmost to ensure that the Operating Company's aircraft  receive treat-  
ment not l e s s  favourable than that of any user  of the a i rpor t  in the matter  
of housing, picketing, towing and general pr ~ t e c t i o n ,  whether such 
facilities a r e  provided privately o r  by airp-ort authorities; 

13 )  any other services which may reasonably be included under this 
heading. 

B. - Citv terminal services 

1) services nop.mally provided a t  city terminals on a r r iva l  and 
departure of passengers,  passenger check-in, collection of excess bag- 
gage charges, etc . including the use of such of the facilities of the 
Servicing Company a s  may be required for this purpose. 

Article 3 - -  - 
SURFACE TRANSPORTATION OF PASSENGERS AND CREWS - 

The Se~v i c ing  Company shall provide transporkation for passengers and 
baggage of the Operating Company between a i rpor t  and city and vice versa ,  a s  
required by the latter Company, in accordance with the provisions of this 
Agreement and a t  the places specified in the annexes thereto. 

Where possible, a i rcrews shall  also be ca r r i ed  in the vehicles used for 
tr_ansportation of passengers.  When this is  not possible the Servicing Com- 
pany shall  endeavour to place a special vehicle a t  the disposal of a i rcrews.  

Article 4 - 
CLEARANCE, STORAGE AND CARTAGE OF GOODS - 

On arr iva l  and on departure of aircraft  of the Operating Company, the 
Servicing C o m p a ~ y  shall  be responsible for cartage, forwarding, customs 
clearance and storage of cargo of the Servicing Company, such service to be 
on a standard with that provided by the Servicing Company for i t s  own cargo.  
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Article 5 

TECHNICAL SERVICES 

1) The Servicing Company shall provide assis tance to the Operating 
Company a t  the places specified in the annexes to this Agreement in 
carrying out normal  ground maintenance of the lat ter  companyPs a i rc ra f t  
and in e f f e c t i ~ i ~  such minor r epa i r s  a s  may  be necessary. 

It' is specified, however, that the provision of any technical assis tance 
required for  ma jo r  work o r  r epa i r s  shall  be the subject of separate  ar range-  
ment s. 

2) In the event of such major  work, the Servicing Company may  
assume responsibility for  purchasing on behalf of the Operating Company 
any technical supplies a s  may  be  required and a r e  available locally. 

It is understood that the Servicing Company shall  obtain such supplies 
in accordance with official export and import  regulations. 

In s o  f a r  a s  it is able, the Servicing Company shall  a lso provide the 
Operating Company with any mater ia ls  and small  ,equipment required to 
c a r r y  out such work. 

It is specified, however, that spare  pa r t s ,  equipment, instruments 
and accessor ies  which it may  be necessary to replace shall be provided 
by the Operating Company. If, in exceptional circumstances of absolute 
necessity, the Servicing Company provides such i tems to the Operating 
Company, such provision shall constitute only a temporary  loan and the  
i tems involved shal l  be returned by the Operating Company to the Servicing 
Company a s  rapidly a s  possible, 

3) The supply of fuel and lubricants shall be arranged by d i rec t  con- 
t r ac t  between the Operating Company and its supplier,  In this connection, 
the Servicing Company shall mere ly  c a r r y  out any necessary  liaison with 
the local office of the supplier on landings of a i r c ra f t  of the Operating 
Company. 

4) The services  refer red  to in this Article shall  be provided under 
the responsibility of the local representatives of the Operating Company 
and its a i rcrews,  

Article 6 

ORDER FORMS 

Order  fo rms  for  a l l  supplies provided by the Servicing Company to the 
Operating Company shall  be made out in writing by authorized representatives 
of the lat ter  Company. 
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All work on and repai rs  to a i rcraf t ,  except normal maintenance car r ied  
out on a r r iva l  and departure of a i rcraf t ,  shall  a l so  be covered by written o rde r  
fo rm made out by the Operating Company, 

Article 7 

IMPLEMENTATION 

The a i rpor ts  a t  which a i rc ra f t  of the Operating Company normally land, 
and a t  which the  serv ices  specified in Art icles  2,  3 and 4 above a r e  to be 
provided, shall be specified in the Annexes to this Agreement. It is neverthe- 
lessunderatoad€hat  in the case  of occasional non-scheduled landings a t  other 
a i rpor ts  where the Servicing Company has facilities, the lat ter  Company shall 
endeavour, in so  fa r  a s  the local facilities permit ,  to give the Operating 
Company, a t  such a i rpor ts ,  any assis tance the lat ter  may require for  the 
operation of its services.  

Art icle  8 

REMUNERATION 

The fees  to be paid by the Operating Company to the Servicing Company for  
the services  listed in Articles: 2 and3above shall be specified in the above- 
mentioned Annexes. 

The cost of the se rv ices  listed in Article 4 above, i. e . ,  customs clearance, 
s torage and cartage of cargo shall be covered by the additional charges collected 
f r o m  customers,  Where such charges have been collected by the Operating 
Company, the Servicing Company shall debit the Operating Company for the 
amounts involved, 

In the case of technical services,  all mater ia l  and supplies provided, other 
than fuel and lubricants,  which do not constitute a temporary loan, shall  be 
debited to *he Operating Company a t  replacement cost  plus any additional 
charges applicable such a s  those for  transportation, insurance, storing, dues, 
taxes,  etc. ,  plus -. . , p e r  cent serv ice  charge. 

Labour costs  will be charged on the bas is  of the cost  to the Servicing 
Company plus any increases  for overtime, t ravel  allowances and transportation 
expenses of the staff involved. 

Meals and accommodation provided to passengers  and crews shall  be 
charged at cost  pr ice  plus * .  . p e r  cent for overhead and service charge. 

Art icle  9 

EXPENDITURE INCURRED ON BEHALF OF THE OPERATING COMPANY 

The charges l is ted in the annexes to this Agreement do not include out-of- 
pocket expenses which may be incurred by the Servicing Company on behalf of 
the Operating Company, Such disbursements a s  a r e  incurred shall  be 
reimbursed on presentation of vouchers. 

- 
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The following expenses which may be incurred shall be considered a s  
disbursements: 

1) the cost  of .mqy surface t ransport  not included in the charges 
listed in the annexes to the present  Agreement: 

Where- buch t ranspor t  is performed by a third party,  reimbursement  
shall be effected in the amoqnt of the pr ice  charged by the lat ter ,  plus . . . 
per  cent for overhead and service charge; 

2 )  the cost  of a l l  telegrams, radio messages and telephone calls 
concerning the operations of the Operating a m p a n y ,  but not including 
ldchl telephone calls;  

3) payment of overtime for Customs, police, health and s imi lar  
officials, including any other payments made to these officials; 

4) customs duties on avy supplies of the Operating Company; 

5) the cost  of any special services required for  special flights, 
forced landings o r  accidents, provided such costs a r e  not listed in the 
annexes to the present  Agreem-e%t; 

6) official a i rpor t  charges including landing, parking and hangar 
fees,  a s  well a s  any fees levied in respect  of passengers ,  cargo o r  
baggage by the Birport authority o r  any other authority; 

7) any dues o r  taxes incurred on behalf of the Operating Company 
and ar is ing  f rom the operations of the latter.  

Article 10 

LIABILITY 

The Operating Company shall  be responsible for  the maintenance and 
operation of it's ai rcraf t ,  and the Servicing Company shall  in no way be liable 
for  delays in the car r iage  of passengers  o r  goods on the services of the 
Operating Company, either on departure,  en route o r  on ar r iva l ,  due to any 
cause whatsoever, except in the event of g ross  negligence on the p a r t  of the 
management of the Servicing Company. 

It is spkcified, moreover,  that any movement, housing or  storage, of 
a i r c ra f t  o r  supplies of the Operating Company a t  the a i rpor t  shall be a t  the 
r i s k  and per i l  of that Company. However, the Servicing Company shall  under- 
take to safeguard such equipment a s  it would its own, The Servicing Company 
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shall  not be held liable for  damage o r  loss  of any kind ar is ing a s  a resul t  of 
the provision of serv ices  to the Operating Company, both in the case  of normal  
a i rcraf t  maintenance and pre-flight servicing (assistance in fuelling, starting, 
etc. ). 

The Operating Company assumes  a l l  f i r e  r i sks  in respect  of its equipment 
and both it and its insure r s  renounce a l l  claim against the owners of any 
hangars used by the Servicing Company and of any a i rc ra f t  stored therein, a s  
well a s  against the Servicing Company and its insurers ,  except in the case  of 
malicious damage. 

(The above provisions shall become reciprocal when the two part ies  to the 
Agreement provide each other the services specified therein a t  their respective 
bases.  ) 

Article 11 

ACCOUNTING PROCEDURE 

The Servicing Company shall  debit the Uperating Company for  a l l  expenses 
incurred through implementation of this agreement,  

The necessary  vouchers shall  be made in (currency) . . . . . and entered in 
a current  account, 

Each month, the Servicing Company shall  p repare  a statement of current  
account which it shall  either: 

1) submit to the IATA Clearing House if the Operating Cbmpany is a 
member of that body; 

2) render  to the Operating Company, i f  the lat ter  is not a member of 
the IATA Clearing House, and such current  account shall be settled within . . . days thereafter .  

Article 12 

ARBITRATION CLAUSE 

Any dispute concerning the scope, meaning, construction or  effect of this 
agreement o r  concerning any rights o r  obligations ar is ing direct ly o r  indirectly 
therefrom shall  be refer red  to arbitration, Each par ty  shal l  appoint an  
arbi trator  and the two a rb i t r a to r s  so  appointed shall  name a third who shall  a c t  
a s  Chairman, Where either of the part ies  has informed the other of its choice 
of a rb i t ra tor ,  and the other par ty  has  not appointed its own arbi t ra tor  within 
fifteen days of such notification, the former  party m a y  have recourse  to the 
Director General  of IATA who shall  then appoint an arb i t ra tor  for the par ty  
which has not s o  acted, 

Should the two a rb i t r a to r s  so appointed fail  to agree  on the choice of a 
third, this appointment' shall a lso be made by the Director General of LAITA. 
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The arbi t ra tors  shall determine their place of meeting, shall settle their 
own procedure and shall  be empowered to allocate the cost of arbitration to 
either one of the two parties.  Their award shall  be final and binding upon the 
parties.  

Article 13 

The provisions of this  agreement shall a t  no t ime conflict with any conven- 
tions already concluded o r  which may be concluded between the respective 
governments of the two par t ies  hereto, Should such conflict a r i se ,  any such 
conflicting provisions shall immediately and automatically be cancelled and 
corrected accordingly, 

Article 14 

DURATION O F  AGREEMENT 

Thjs agreement shall have effect from . . . . . . . . . . until further notice. 

It may be  terminated a t  any time on not l e s s  than . , . . . months' notice in 
advance, provided this provision does not prevent implementation of the pro- 
visions of Article 13 above. 

Article 15 

Should the laws of the country of either one of the par t ies  hereto require 
registration of this agreement,  the cost thereof shall be borne by that party. 
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APPENDIX I11 

MAIN PROVISIONS O F  BENESWISS AGREEMENT I1 

Sections reproduced: 

- Contractual clauses: Articles 1 to 11; 

- Annex A: Allocation of airports ;  

- Annex B: Extract f rom spares  allocation tables; 

- Annex C: Organization of ground mechanic service.  

(The text of the Benegwiss Agreement is available only in English) 

WHEREAS 

Each of the par t ies  operate international a i r  transportation and des i re  
to make available for each of the other par t ies  certain spare  p a r t s  and tech- 
nical services for emergency repai rs  a t  certain a i rpor ts ,  upon the t e r m s  and 
conditions hereinafter se t  forth; 

NOW therefore: in consideration of the mutual convenants and agreements  
herein se t  forth, the par t ies  hereby agree  a s  follows: 

Art icle  1 

1. - Each of the contracting par t ies  will provide the technical 
facilities specified in this contract a t  the a i rpor ts  mentioned in Annex A 
(hereinafter refer red  to a s  the ~ a s e s )  to each of the other contracting 
par t ies  operating to and f rom these Bases,  

2. - In this agreement  "Servicing Company" means  each party 
which provides the facilities a s  mentioned above and "Operating Company" 
means each pa r ty  which makes use of these facilities. 

Article 2 

The Servicing Companies a r e  obliged to keep a t  the disposal of the 
Operating Companies a stock of such spare  pa r t s  and such tools a s  a r e  
specified in the Annexes B, The Operating Company will advise the 
Servicing Company of any change in frequency a reasonable t ime in 
advance. 
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Article 3 

At the reasonable request of an Operating Company au'ailable spare 
parts  a s  mentioned above will be lent to the Operating Company for 
urgent replacement and repair of defective parts  of an,aircraft  of the 
Operating Company a t  the Base in question, and other goods and mate- 
r ia ls  - i f  available in the stock of the Servicing Company - will be 
furnished for the purpose of such repairs .  

Article 4 

1. - If spare parts  a r e  lent to an Operating Company this Company 
i s  under obligation to return the part concerned in good condition to the 
Servicing Company a t  the main Base of the latter Company. The part in 
question must be delivered a s  soon a s  possible but in any case within 
one week after the original part  i s  lent. If an Operating Company should 
not fulfil this obligation for any reason whatsoever, including force 
majeure, that Company will indemnify the Servicing Company a t  i t s  
request by paying the list  price of the part concerned + 25 per cent. 

2. - In special cases  i t  can be agreed between the parties concerned 
that the lent part can be replaced by a similar part in the same condition. 

3 .  - In the case of goods or materials ,  other than spare par ts ,  being 
delivered by the Servicing Company the cost price of such goods or 
materials  a t  the place of delivery shall be charged. 

4. - Any out-of-pocket expenses incurred by the Servicing Company 
for the Operating Company shall be refunded by this latter Company 
without extra charge. 

5. - An Operating Company may request the Servicing Company to 
store free of charge, a t  a base indicated in the Annex A by the words 
"ground mechanicIs , a reasonable quantity of spares to be furnished by 
the Operating Company, for a type of aircraft  not used by the Servicing 
Company a t  that Base, provided that the Operating Company participates 
in the payment a t  that base of the services a s  fixed in Annex D. 

6.  - The Servicing Company undertakes to store,  process through 
customs, supervise and administer aircraft  spare par ts  which the 
operator chooses to have available for i t s  own aircraft  if the Operating 
Company shares in the costs of the ground mechanic, otherwise a 
separate charge, to be agreed upon between the parties concerned, will 
be levied for these services. 

Article 5 

1. - The Servicing Companies keep a ground mechanic stationed 
a t  those Bases which a r e  indicated in Annex "At1 by the words "ground 
mechanic" . 
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2 .  - If, for a IATA - scheduled season, the Operating Company so  
requests  and the Servicing Company so  agrees ,  the ground mechanic of 
the Servicing Company shall  be present on a r r iva l  and departure of 
a i rcraf t  of the Operating Company Such requests  shall  indicate the 
a i rpor t  where the mechanic 's  presence is asked for and the type of a i r -  
craf t .  The Servicing Company shall be supplied with the operator 's  
time-table sufficiently in advance, 

3. - The ground mechanic of the Servicing Company involved shall 
perform the following services for the Operating Companies: 

3. 1. - to be present  a t  the ramp with the hand-tools which a r e  
most  frequently used, -.e. g. sparkplug wrench, etc .  ; 

3 . 2 .  - to  contact the crew immediately after the engines have 
been stopped in order  to be informed of any technical troubles 
which may  have occurred; 

3.3.  - to be present a t  the a i rc ra f t ' s  departure,  with the hand- 
tools which a r e  most  frequently used, to a s s i s t  ( i f  necessary)  when 
the engines a r e  s tar ted and to supervise the proper use of bat tery 
c a r t s ,  f i re  extinguishers, e t c . ,  by ground personnel; 

3 .4.  - to  be available until 30 minutes after the departure in 
view of the possible return of the a i rcraf t  due to technical trouble. 

4. - The Servicing Company will base its charges for the Operating 
Company on the principles a s  mentioned in Annex "C"e These charges 
have beenvcalculated for  a defined period a s  mentioned in Annex "DM, it 
being understood that this Annex "D" will be replaced or  amended for 
future periods in accordance with the principles of Annex "C". 

5 .  - If no services  a r e  requested by the Operating Company f r o m  
the Servicing Company accordibg toFaragfaph 2 of this Ar,tiele, the ground 
mechanic of the Servicing Company shall ,  however, i f  available, and 
to the extent the Servicing Company does not need him for other purposes,  
be a t  the disposal for r epa i r s  when requested. In such cases  only the 
man hours actually requiked shall  be invoiced against the ra te  a s  specified 
in  Annex "C1' paragraph 7 .  

Article 6 

1. - Any services  rendered under this contract will be performed 
according to the standards of the Servicing Company and the instructions 
of the manufacturers of the a i rcraf t  or  engines o r  equipments, a s  the 
case may  be,  and a lso  according to  the laws and regulations of locair and 
other authorities in s o  far  a s  applicable to the S e r ~ i c i n g  Company. Rqason- 
able requirements of the Operating Companies will be taken into consider- 
ation a s  much a s  possible. 

2. - F o r  any work to  be rendered other than the services mentionedln 
paragraph 3-of Article 5;and fo r  any gooas to be furnished, work o rde r s  
must  be signed on behalf of the Operating Company specifying such services  
andjor  goods. 
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Article 7 

1. - The charges mentioned in this conkact and its annexes a r c  
payable within one month after an invoice is sent to the Operating Com- 
pany. Work o rde r s  specifying the work done and/or goods furnished will 
be considered as full proof i f  signed by a member of the crew or by the 
representative of the Operating Company, 

2. - Payments under this contract - with the exception of indemnity 
payments a s  mentioned in Article 4 which a r e  only payable in U, S. dol- 
l a r s  - will be effected through the intermediary of the IATA Clearing 
according to the regulations of the IATA - Clearing House. 

Article 8 

1. - The Servicing Company d-oes not assume any guarantee for  the 
fulfilment of its obligations under this contract to furnish labour and/or 
parts,  tools and other goods and the Operating Company therefore is not 
entitled to r a i s e  a claim for  damage sustained by the Servicing Company's 
failure to furnish the requested labour and/or goods. 

2. - However, the Servicing Company in such case  is liable to refund 
to the Operating Company the reasonable extra expenses incurred by- the 
Operating Company for sending from its own Base  or  hiring the pa r t s  o r  
tools in question, respectively for sending a ground mechanic f rom i t s  
own Base or providing technical assistance f rom third part ies ,  under 
exclusion of a l l  other claim on whatever legal grounds they may be based. 

1, - The Servicing Company shall not be liable to the 'Operating 
Company for  damage sustained by or elaims lodged a g a i n ~ t  the Operating 
Company in  connection with o r  redulting f rom the rendering of services  
o r  the furnishing of goods pursuant to this agreement, unless the same 
resul t  f rom or a r e  caused by ac ts  or omissions amounting to g ross  
negligent e or wilful misconduct of the Servicing Company, 

2. - The Operating Company shall indemnify and save f ree  and harm- 
l e ss  the Servicing Company f rom any liability towards third par t ies  
including cos ts  and expenses incident thereto, unless due to wilful mis- 
conduct or gross  negligence of the Servicing Company, in the event such 
liability is arising f rom or  connected with the operation o r  use of the a i r -  
c raf t  of Xhe Operating Company, or transportation or other services  
offered or  performed by this Company. 

3 .  - Nothing in this agreement shall  affect the mutual liability of the 
contracting par t ies  in case  of damages o r  claims or 1iabilit i .e~ which 
have no connection with the performance of services  by a Servicing Com- 
pany under this contract, this liability being subject to the ru les  a s  se t  
out in any other agreement existing between the Servicing - and the 
Operating Company or ,  in absence of such rules,  to the applicable laws. 
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Article 10 

1. - In the event of any dispute concerning the interpretation o r  
application of this Agreement, or concerning any rights or obligations 
based on or  relating to this Agreement, such disputes shall  b e  re fe r red  
to and finally settled by arbitration, 

2 .  - The arbi t ra l  tribunal shall consist of three arbi t ra tors  unless 
the part ies  agree  to the appointment of a single arbi trator  - and shall  
be  appointed by the Director General of the IA?A i f  the part ies  concerned 
have not appointed the arbi trator(s)  by mutual agreement vu$thin thirty 
days after any of the part ies  shall have notifed the other party or  par t ies  
that it wishes to settle a dispute by arbitration, 

3 ,  - The arbi trator  o r  arbi tsal  tribunal shall  settle i t s  own praee- 
dure with due consideration that the provisions of this agreement shall  
be construed in accordance with, and the performance shall be  determined 
by, the laws of the country of the Servicing Company. The award shall  
include direction concerning allocation of costs  and expenses of and 
incidental to arbitration including arbi trator  fees.  The award shall  be 
final and conclusively binding upon the part ies .  

Article I I 

1. - This agreement shall be considered to be effective f rom 
15th April  1951 and shall  supersede any existing arrangements between 
the par t ies  cowering the same subject matter ,  with the exception of any 
separate written agreements between the par t ies  in respect  to technical 
services or  procurements to be carr ied  out a t  the main base  of a servic- 
ing company, I t  shall  continue in effect until cancdled  by any one party 
upon 30 days written notice to the others.  

2. - I t  i s  understood that Annexes A, B, C and D ,  o r  such Annexes 
as will substitute that aforementioned, may be cancelled by any one party 
upon 30 days written notice to the others.  

3 ,  - If the Servicing Company is compelled to withdraw spare  pa r t s  
for a certain type of a i rcraf t  owing to the cessation of operations with 
that aircraft ,  i t  will be entitled to do so  after giving due notice to the 
Operating Companies. If a l l  operations to a cer ta in .8ase  a r e  ceased, the 
Servicing Company bas the right to withdraw the mechanic after giving due 
notice to the Operating Companie s o  

This  agreement may, for identification,be refer red  to a s  '"ontract BNS 2". 



Annex A to Contract BNS-2 
(valid f r o m  April $5, 1959,) 

Stations (ye) Spare pa r t s  available a% 'the 
equipped by Stations as per  Annex B 

KLM - 
Hamburg 
Stockholm 
Frankfurt  
Munich 
Rome 
Johannesburg 
Nuremberg 
London 
Amsterdam 

Swissair 

DC-3 CNV 

Ground qechanic: 
Ground Mechanic x 
Ground Mechanic x 
Ground Mechanic 

C openhag en Ground Mechanic 
Geneva Ground Mechanic x 
Hamburg Ground Mechan~c x 
Rome x 
P a r i s  Ground Mechanic x 
London x 
Zurich x 

Sab ena 

Milan Ground Mechanj c 
Nice Ground Mechanic 
Dusseldorf Ground Mechanic x 
Kano 
Manchester x 
London x 
Brusse l s  x 

DC- 4 DC -6 



(valid f rom April 15, 1951) SPARE PARTS ( ~ o n v a i r )  Page 1 of 10 pages 

KLM SABENA SWISS- 

k 
M 
ld 

P a r t  No. P a r t  No. P a r t  No, 
Description KLM SABENA SWISSAIR Q Q Q Q Q Q A R  Q Q Q A R Q Q A R  

Landing gear 

Brake hose 240-5180301-50 
Brake hose 240-5180301-60 
Cable a s sy  nosewheel 
steering 240-3150600-12 
High pressure  hose 
mainwheel 240-8980901-20 
High pressure  hose 
nosewheel 240-8980901-54 
Mainwheel with t i r e  and 
tube 34ssx9,9" l e ss  brake no pa r t  no. 
Nosewheel with t i r e  and 
tube 26I' x 6" no par t  no., 
Sehrader valve HP  AN 809-1 
Sehrader valve L P  0787 

same a s  KLM 
I t  

same a s  KLM 
8 8 

no par t  no. no part  no, 

I 1 

same a s  KLM 
P I  

same a s  KLM 
P I  

Electrical pa r t s  

Bulb landing light 4560 s t 4560(AN-3110) 1 1  1 1 .  1 1  
Bulb wing position AN 3122-1524 8 I s a m e a s K L M  2 2 2 2 2 2 
Cover wing position 
light L A 1280-2 A 1280-2 (A~3042-1) 1 1 1 1 1 1 
Cover wing position 
light R A 1280-3 s t  A 1280-3 (AN3042-2)l. 1 1 1 1 1 1 1 1  1 1  

A , :  As Requested Q: Quantity 



ICAO Circular 28- AT/^ 21 1 

ANNEX C to Contract BNS-2 
(valid f rom April  15, 1951) 

Table of hours to be applied per scheduled movement for each participant: 

Type of a i rcraf t  Transi t  or  turnaround 

Between 0800-2000 Between 2000-0800 

P e r  a r r  P e r  dep P e r  a r r  P e r ,  

2 - engined 
4 - engined 

2 h r s  1 h r  2-50 h r s  1.25 h r s  
3 h r s  2 h r s  3.75 h r s  2.50 h r s  

1. - The pre-calculation of charges and hours to be  expected over a 
scheduled IATA-period shall  be laid down in a separate annex D and shall 
serve  a s  bas is  for the division of the cost  per  station. 

2. - The total number of hours per  week and per  station will be 
calculated on the bas i s  of each party 's  timetable. 

3.  - The total number of hours resulting f rom the calculation sub 2, 
divided by 40 shall  indicate the number of jointly used ground medhar i i~s  
which may be  taken into account by the Servicing Company. 

4. - Deviation f rom the principle sub 3 will be  allowed for practical 
reasons, subject to approval of the Operating Companies. 

5. - The cost of each station will be shared by the part ies  in pro- 
portion to the number of man-hour s reserved for each Company. 

6. - If, owing to the alteration of a party's timetable during the 
same IATA period, the number of ground mechanics is to be  altered, the 
Servicing Company will r eassess  the cost and redistribute it. 

7. - Charges for excess hours according to work order  form. 

Fo r  any work (not mentioned in Article 5, paragraph 2) performed 
by the mechanic on request of the Operating Company only the man-hours 
in excess of 2 hours per  stop (inclusive a r r iva l  and departure) shall be 
charged extra to participants a t  the ra te  of $1.80 per man-hour. 

Contracting par t ies  not sharing in the cost of a certain station, yet 
using it, will be  charged for al l  man-hours performed a t  the ra te  of 
$2.80 per man-hour. 
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APPENDIX IV 

SPECIMEN FORM OF POOLING AGREEMENT 

Year 1938 

Between: 

1) A. B, AEROTRANSPORT, having its principal office in 
STOCKHOLM, hereinafter  r e fe r red  to a s  "ABAtf 

2) AIR FRANCE, having its principal office in P a r i s ,  hereinafter 
r e fe r red  to  a s  "AFf' 

3) KONINKLIJKE LUCHTVAART MAATSCHAPPIJ VOOR 
NEDERLAND EN KOLONIEN NN, , having its'pripcipalloffice aVThe Hague, 
hereinafter  r e fe r red  to a s  "KLMt8 

Whereby it is agreed  a s  follows: 

Art ic le  1 

The serv ice  covered by this  agreement  is: 

- NO, 900: PARIS-AMSTERDAM 

Daily round-trip serv ice  
operated f r o m  1 January to 31 December 1938 
by ABA on the one hand, and KLM-AF on the other ,  

The assignment of operating periods between the pa r t i e s  hereto and a l l  
m a t t e r s  relating to the operation of flights shall be sett led by a separa te  
exchange of le t te rs ,  

Art ic le  2 

The a i r c r a f t  used shal l  be: 

- by ABA - multi-engined Ju-53, and DC-3 a i r c ra f t  

- by AF. - multi-engined Potez  62, o r  Bloch 220 a i r c r a f t  

- by KLM - multi-engined DC-2 o r  DC-3 a i r c ra f t  

Art ic le  3 

1) Revenue f r o m  passenger ,  baggage, cargo and mail t raff ic  
whether local o r  in t ransi t ,  ca r r i ed  over this  service,  shal l  be pooled and 
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pro-rated on the bas is  of the number of kilometres flown each month on 
this route by each contracting party. 

2) In the case  of local traffic, revenue f rom passenger,  baggage and 
cargo traffic shall  be paid into the pool a t  the ra tes  collected, and mai l  
revenue a t  cargo ra tes ,  postal remunerations being retained by the air l ine 
which receives it f rom the postal administration of the country to which it 
belongs. 

3) In the case  of t rans i t  traffic, revenue f rom passenger,  baggage, 
cargo and mai l  traffic shall  be paid into the pool on a pro-rata  bas is  
established by separate  exchange of le t te rs ,  mai l  revenue being retained 
by the air l ine receiving it f rom the postal administration of the country 
to which it belongs. 

Article 4 

Revenue f r o m  the car r iage  of local or  t rans i t  pa.ssengers, up to a 
maximum of 12 passengers  pe r  a i rcraf t  shall  be paid into the pool, 

Baggage and cargo revenue shall  be paid into) the pool in toto, 

Unless the contracting part ies  ag ree  otherwise, payment into the 
pool of revenue f r o m  GTX passengers  shall be a t  the full rate. G-I1 pas-  
sengers  and company s to res  shall not come under the pooling arrangement.  

Article 5 

In case  the number of passengers  car r ied ,  on any route segment, o r  
over the whole route, exceeds the maximum specified in the preceding 
Article,  the revenue f rom the passengers  in excess (passengers  a t  full 
and reduced f a r e s  and G-I passengers  included in the pooling arrangement) 
shall be retained by theoperat ing a m p a n y  in respect  of the distance flown 
a t  local r a t e s  l e s s  20 p e r  cent, 

Article 6 - 
F o r  the purpose of calculating the mileage flown by each company 

the following distances shall 'be adopted: 

- PARIS-AMSTERDAM (direct) 430 krn 
- AMSTERDAM (withone o r  m o r e  stops) 440 km 
- PARIS-BRUSSELS 268 km 
- BRUSSELS-ROTTERDAM 115 km 
- ROTTERDAM-AMSTERDAM 57 km 

Article 7 

In the case of discontinuance of a flight, passenger,  excess baggage 
and mai l  revenue a s  well a s  mileage shall come under the pooling ar range-  
ment  only in respect  of transportation to the a i rpor t  (Brussels ,  Antwerp 
o r  Rotterdam) preceding the point a t  which the flight was discontinued, The 
company involved shall bear  the cost of any expenses resulting f rom such 
discontinpanee (ticket refunds, claims, etc. ), 
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Revenue f rom the car r iage  of cargo shall  be paid into the pool in 
toto, the cost of forwarding by surface transportation being debited to 
the pool. All claims, compensation, etc. ,  shall, however, be borne by 
the company concerned. 

Revenue derived f rom the operation of additional flights, i, e. , those 
duplicating a scheduled service,  shall  be paid in to the pool to the extent 
of that p a r t  of the load car r ied  which could have been car r ied  by the 
scheduled service. 

Art icle  8 

The contracting par t ies  shall  grant each other a commission of 
10 per  cent on a l l  revenue f rom operation of this service (5  pe r  cent for 
CDBts and BSCIts), 

~hjis commission shall be deducted before revenues a r e  paid into 
the pool. 

Art icle  9 

All amounts of revenue shall be recorded in a statement in the cur-  
rency in which they were  received, KLM shall be responsible for  the 
preparation of such statements in respect  of transportation f r o m  Amsterdam 
and la ter  f rom Rotterdam, and A F  in respect  of transportation f r o m  Par i s .  
The two companies shall send each other these statements wlthiri. fifteen 
days of the end of the month to which they refer  with a copy to ABA, 

The amount in French francs and in florins due to each contracting 
party shall be calculated each month a t  the average ra te  of exchange of the 
month in which the t ransport  was effected, the balance to be paid into 
the current  account, 

Any differences which might appear following correct ions to state- 
ments  of revenue shall be calculated in a sirriilar manner,  provided 
complete agreement  has been reached by the contracting companies. 

The current  accounts of each contracting par ty  shall be composed of 
a French franc account and a florin account, a l l  other currencies  being 
converted into these two, 

KLM shall  p repare  a quarter ly statement of the current  accounts, 

When the balance on each of these accounts has  been approved, such 
approval to be given within fifteen days f r o m  the date of their despatch, 
these balances shall  be offset on the las t  day of that part icular  quarter  and 
settled within thir ty days of despatch of the current  account statements. 

Article 10 

  he present  agreement  shall r e p a i n  in force f rom 1 January to 
3 1 December 1938. It- may  be  terminated a t  any t ime on one months s 
notice. 
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