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Preserving Connectivity Post-Brexit
A connected, modern economy would be unthinkable without air transport

Overview: The Risk to Aviation Connectivity
The provision of air transport services is a key economic contributor benefiting most sectors
and regions in Europe by providing connectivity, facilitating supply chains and directly
contributing to trade and tourism. In Ireland, this is especially true.
Commercial aviation is a fundamental pillar of the Irish economy on many levels: As a small
island economy, air travel is an essential part of trade in goods and services, it’s key to
supporting Irish tourism, and it’s vital to migration, with large volumes of Irish and non-Irish
workers transiting to and from the country.
The UK, Dublin airport’s most popular destination, is also the largest aviation market in the
EU, not only providing access to the EU and U.S. directly, but also to its neighbouring island
of Ireland.
UK traffic significantly contributes to traffic from Ireland to the U.S.: 60% of transfers through
Dublin Airport connect from the UK to North America via Dublin and 40% connect from the
rest of Europe to North America via Dublin.
Ireland and the UK are both crucial in integrating airspace between the two continents.
The UK’s exit from the EU’s Single Aviation Market has the potential to severely disrupt
existing market access and services within the EU, as well as over the transatlantic, for both
passengers and cargo. Furthermore, the exit of the UK from the EU also means a departure
from the EU – U.S. Open Skies agreement, the agreement that facilitates aviation traffic
between the United States and the European Union.
Post-Brexit, aviation faces much greater exposure than other industries who can rely upon
World Trade Organization frameworks for continuing trade. Aviation is specifically carved out
of WTO agreements. As a result, there is no fall-back option for this industry. Without putting
in place measures to preserve connectivity, there will be no flights between the UK and the
EU and the U.S. and the UK.
As a priority item for the EU-27 and the UK in the upcoming negotiations, aviation must
feature prominently. It is imperative that arrangements are made in the short to medium
term to secure connectivity between the UK and the EU; in the longer term the EU-U.S. Open
Skies agreement should be accompanied by two new agreements – an EU-UK Open Skies
agreement and a U.S.-UK Open Skies agreement.

Ireland, UK and the U.S.
Ireland has traditionally had a liberal aviation policy, and this has enabled the U.S. to become
one of the country’s key aviation partners. Indeed, as of this year, Ireland will now have three
airports, Dublin, Shannon and Cork, flying transatlantically.

Moreover, Ireland is one of a handful of countries worldwide that has U.S. pre-clearance
facilities. It is also the only European country to do so, and other than Canada, the only
country to have not one, but two pre-clearances. This is testament to the deep-rooted and
vital relationship between the U.S. and Ireland.
Key Facts: Ireland
 Aviation contributes more than €600 billion to European GDP and €4.1bn to Ireland’s
GDP. In Ireland, it supports 26,000 jobs directly and a further 16,000 in the supply
chain. Ireland’s tourism industry, which is heavily dependent on aviation, accounts for
a further €5.3bn contribution to GDP and 180,000 jobs.
 Dublin Airport is the fifth largest European airport for connectivity to North America
in 2016, behind the major hub airports of Heathrow, Paris, Frankfurt and Amsterdam.
 During peak season in summer 2016, Dublin Airport had 48 flights per day to and from
12 cities in the U.S., as well as five Canadian destinations.
 Cork Airport has now commenced flights to the United States and will be in a position
to attract feeder traffic from UK airports.
 Transatlantic traffic in 2016 for Dublin Airport was a record 2.9 million passengers, a
16% increase on the previous year.
 The number of passengers transferring at Dublin was a record 1.2 million (up 23%), as
the airport continued to build its position as a key gateway between Europe and North
America.
 Dublin has developed this connectivity with the U.S. as a transfer point for connecting
airports across Europe, in particular the UK: more regional UK airports connect to
Dublin airport than to Heathrow.
Key Facts: UK
 14 million passengers fly from the U.S. direct to the UK each year, representing a third
of total U.S. to Europe traffic.
 EU travelers rely on connections to and through the UK, especially from smaller
airports. For some EU airports, UK traffic is more than 15% of total traffic.
 Half of the passengers using UK airports are flying to or from other Member States.
Many are travelling through the UK on the way to the U.S. or other destinations.

Aviation Pre-Brexit
The Role of Aviation Agreements
The global aviation network is underpinned by a system of international aviation agreements,
without which airlines do not have the legal authority to operate between countries. Aviation
agreements have never been part of broader free trade agreements or the WTO and its
predecessors, existing within their own legal framework.
EU-U.S. Open Skies Agreement
The monumental importance of the EU-U.S. Open Skies Agreement cannot be
underestimated. As the most ambitious air service deal ever negotiated, since its
implementation European airlines have been able to fly without restrictions from any point
in the EU to any point in the U.S..

This replaced close control of carriers, schedules, and air capacity with deregulated
environments that permit U.S. and EU carriers to compete on air service to each other’s
countries.
Open Skies and Global Airline Alliances
The Open Skies agreement, alongside the EU’s single aviation market, opened the door to
antitrust immunities from the U.S. Department of Transport (DOT) and the EU, which enable
air travellers to benefit from robust competition across the Atlantic and throughout the EU.
This is because antitrust approvals permit airlines to coordinate within airline alliances. The
vast majority of passengers in the EU, UK and U.S. fly on one of the three international
alliances, which fly from the U.S. to UK and then to Europe and also directly from the U.S. to
Europe:




Oneworld (American Airlines, British Airways, airberlin, Finnair, and Iberia),
SkyTeam (Delta Air Lines and KLM/Air France, Air Europa, Alitalia, Czech Airlines, and
TAROM)
Star (United Airlines and Lufthansa, Adria, AEGEAN, Austrian, Brussels, Croatia, LOT,
SAS, and SWISS).

The carriers within each alliance closely coordinate their operations on transatlantic and EUUK routes.
Benefits of an antitrust immunity to airlines and consumers
Airline alliances bring substantial benefits to travellers, notably improving travel quality,
lowering costs, and thereby increasing competition among alliances.
The most important aspect of their coordination is that an alliance’s carriers jointly set the
routes, schedules, and capacity that each will fly. This results in:






More frequent flights, spread throughout the day, with better-timed connections
Alliance carriers “codeshare” by selling seats on each other’s flights. A passenger who
buys from American a one-stop ticket to fly Dallas to Paris may fly the Dallas-London
leg on American, then with a quick connection fly London-Paris on BA. The passenger’s
journey on this “on line” itinerary within one alliance is streamlined: the passenger
buys one ticket, bags are transferred from American to BA, frequent flyer points are
shared, both airlines lounges are available.
The alliance carriers’ cooperation on operations and sharing of revenues allows them
to cut costs, and studies show this results in lower ticket prices.
Competitive air travel in these markets also has a big effect on consumers and the
economies of these countries. Air traffic among these jurisdictions supports hundreds
of thousands of jobs and millions in GDP.

However, this close cooperation between competitors on operations, marketing, and prices
is the precise kind of conduct that could be alleged to violate antitrust laws post-Brexit.

Aviation Post-Brexit
No fall-back for aviation
If a deal for aviation is not reached under the Brexit negotiations, in two years flights will not
be able to operate between the UK and the EU, and the U.S.-EU Open Skies agreement will
no longer will apply to the UK.
There is absolutely no fall-back for the provision of aviation services. This separates aviation
from other sectors, as WTO rules do not provide for market access in air services.
Prior to the establishment of the European Common Aviation Area, countries relied upon a
network of bilateral agreements. These agreements are no longer fit for purpose and do not
reflect the modern complexities of the international aviation industry. For example, even if
the old Ireland-UK aviation agreement that pre-existed the Single European Aviation market
is still valid, it limits services between the two islands and therefore constrains trade and
tourism that is critical to the Irish economy in a post-Brexit world.
Challenges to U.S., UK and EU Airline Alliances
Both the U.S. and EU recognize the importance of global airline alliances. The U.S. government
can grant immunity from antitrust laws if they find it is in the public interest and benefits
consumers.
However, the U.S. DOT has taken the consistent position that it will only consider granting
antitrust immunity if all involved parties are from countries that have signed Open Skies
agreements with the U.S.. The policy being that markets must be fully open to all competition
before granting alliances immunity from antitrust laws that would otherwise be applicable.
Open Skies is therefore an absolute prerequisite to antitrust immunity―and therefore a
prerequisite to the implementation of an alliance with a U.S. carrier.
If post-Brexit, airlines are denied open access to transatlantic markets and access to Europe
via the UK, this will undercut the existing grants of antitrust immunity that are the legal
foundation for these alliances.
Without a replacement agreement that ensures U.S.-UK competition, the U.S. DOT could
remove antitrust immunity for alliances in that market. Likewise, without an agreement that
maintains EU-UK competition, the U.S. DOT may withdraw its approvals for alliance
coordination on those routes.
Furthermore, removing U.S.-UK and EU-UK access undercuts the transatlantic competition
that justified the U.S. DOT and European Commission allowing any alliance transatlantic
coordination.

Our Ask: Preserve Connectivity – Open Skies Agreements
To maintain this current level of market access between EU-UK-U.S., we need the following:

1. A EU-UK Open Skies style agreement that allows service
between the UK and EU and beyond.

U.S.

2. A U.S.-UK Open Skies agreement that allows service from
U.S. to UK and beyond.

UK

EU

3. Both of these arrangements should provide for minimal
government interference with an airline’s ability to
determine prices, routes, schedules, or capacity

Transitional Arrangements
As part of the Brexit process, a transitional arrangement securing connectivity between the
UK and the EU (on the terms at least comparable to the EU-U.S. Open Skies Agreement) must
be secured before the UK leaves the EU in March 2019.
This will facilitate the negotiation of an Air Transport Agreement between the UK, as a third
country, and the EU during the transition period before the UK finally exits the European
Union.
Agreement Must be Reached Immediately after Brexit
Both EU-UK and U.S.-UK agreements need to be applicable and operational immediately
following the UK’s departure from the EU. This is important not only for the EU’s economic
interests, but also of strategic importance to the global airline alliances of which European
airlines are an integral part.
Moreover, certainty is necessary well in advance of the day in which the UK leaves as most
airlines sell tickets at least 300 days in advance of operations. Airline route network
management requires advance assurance and the ability to plan well ahead. Airlines will need
to have the confidence that they will be able to carry on operating routes in March 2018 for
the period following March 2019, to be able to avoid a significant impact on passengers and
businesses reliant on these services.
New Open Skies agreements should be agreed as a priority action to provide this vital
certainty for the aviation industry, without which connectivity between the UK and the EU, as
well as between the US and the UK is put at huge risk.

Open Skies vs the Single Aviation Market
Open Skies agreements are very distinct from the EU Single Aviation Market, offering an
appropriate level of market access to airlines based on international standards.
An EU - UK Open Skies agreement would ensure that EU and UK airlines can maintain
connectivity in an uninterrupted fashion and is also a clear demarcation between
membership of the EU’s Single Aviation Market and access to the EU as a third country.
Key Features of an EU - UK Open Skies Agreement:
 Secures connectivity between the EU and the UK to the benefit of consumers
(commercial traffic) and businesses (freight traffic)
 Provides appropriate market access, EU to UK and UK to EU, based on international
standards
 Open Skies is a model text that is familiar to both the UK and EU
 Can be agreed as a priority providing the aviation industry with certainty and a fall
back in the event that the Brexit negotiations collapse without agreement

About Airlines for America
Airlines for America (A4A) advocates on behalf of its members to shape crucial policies and measures that promote safety, security and a
healthy U.S. airline industry. Our members include American Airlines, Alaska Airlines, Southwest Airlines, United Airlines, UPS, Atlas Air
Worldwide, FedEx Express, JetBlue, Hawaiian Airlines and Air Canada (associate member). We work collaboratively with airlines, labour,
Congress and the Administration and other groups to improve air travel for everyone. Annually, commercial aviation helps drive nearly $1.5
trillion in U.S. economic activity and more than 11 million U.S. jobs.

ANNEX 1 TO WITNESS STATEMENT BY ANTHONY COUGHLAN:
____________
TAKING BACK CONTROL: THE LOGIC OF ACCOMPANYING THE UK OUT OF THE EU
If Britain leaves the EU single market and customs union while the
Republic stays in the EU, the North-South border within Ireland will
become an EU land frontier, with customs controls inevitable and possibly
passport controls. EU-based laws and standards, for example in relation
to crime and justice, which the EU aims to harmonise, will prevail in the
South and British-based ones in the North.
Logically therefore the only way to avoid adding new dimensions to the
North-South border post-Brexit is for Brexit to be accompanied by Irexit
(Ireland Exit).
This thought may be so novel it will shock many. EU membership ha s
brought the Republic various good things. Most people there have positive
attitudes towards the EU. But if the North is leaving the EU along with
Britain we should be able to consider dispassionately the advantages of
leaving too - and the drawbacks of remaining in the EU without the UK as a
fellow member.
Irexit clearly has some benefits. It would save us money for one thing.
Since 2014 the Republic has become a net contributor to the EU Budget.
This is a big change from the previous forty years when we were major net
recipients of EU cash, mainly through the EU’s Common Agricultural Policy.
From now on money from Brussels will be Irish taxpayers’ money recycled,
as is already the case with the UK. Farm payments under the CAP will come
from Dublin not the EU.
This removes what hitherto has been the principal basis of Irish
europhilia, official and unofficial - namely cash. That has always been
more important here than ideological enthusiasm for Eurofederalism or “the
EU project”.
If the Republic remains in the EU post-Brexit it will have to pay more to
the EU Budget as its proportionate contribution to help compensate for the
loss of Britain’s annual net payment.
On the other hand a bonus of leaving is that we would get our sea fisheries back. The value of annual fish-catches by foreign boats in
Irish waters is a several-times multiple of whatever money we have got
from the EU over the years.
As regards trade and investment, the Republic sends 61% by value of its
goods exports and 66% of its services exports to countries that are
outside the continental EU26, mostly English-speaking. It gets two-thirds
of its imports from outside the EU26. The USA is the most important
single-country market for the Republic’s foreign-owned firms and the UK

for its Irish-owned ones - the latter being especially important for
domestic Irish employment.
The UK and US markets together are comparable in importance to that of the
EU26 post-Brexit. Taking other English-speaking markets into account
makes trade with the English-speaking world much more important for the
Republic than the EU26, with Britain gone.
This is a consideration also for foreign investors coming to Ireland.
Economically and psychologically, Ireland is closer to Boston than Berlin,
and to Britain than Germany. This puts exaggerated talk of the EU’s “giant
market of 500 million” in perspective. That shrinks anyway to 435 million
with the UK gone. Some 7000 million people live outside the EU.
It is not of course a question of the Republic having to choose between
one export market and another if it should decide to leave the EU along
with the UK. If common sense prevails in the negotiations, there should
be continuing free trade between the Republic, the EU and the UK in the
context of any Brexit or Irexit.
Without Britain beside her in the EU Council of Ministers the Republic
would be in a weaker position to defend its low rate of company profits
tax, important for attracting foreign investment, for which Germany and
the Brussels Commission are now gunning. It would be less well able to
defend its fishery interests, its trade interests, its distinctive Anglo Saxon-based traditions in the area of law and justice, which the EU aims
to harmonise, and its neutrality.
The main argument for us staying in the EU when the UK leaves is the
negative one that we are members of the Eurozone while the UK is not.
When the euro was established in 1999 our politicians decided to adopt the
currency of an area with which we do just one-third of our trade. They
thought at the time that Britain would be bound to adopt the euro -currency
too and that by going first they would show how “communautaire” they were.
The Republic now desperately needs to get its own currency back so that it
can devalue it along with sterling and the dollar, and not be stuck with
an implicitly overvalued euro that is hitting its exports and encouraging
competing imports. Failing that the North-bound shopping queues will grow.
The Republic did very well when it had its own currency and i t allowed the
Irish pound to float vis-a-vis the currencies of its major trading
partners between 1994 and 1999, when it adopted the euro. Those were the
years of the so-called "Celtic Tiger" economy, when the Republic had an
annual average economic growth rate of 8% a year. This was the only
period in the ninety-year history of the Irish State that it followed an
effectively independent exchange rate policy, which made it highly
competitive.
This is why Dublin should aim to leave the Eurozone and re-establish an

Irish currency in a planned concerted manner, negotiating its departure
with Germany, Britain and the ECB in private behind the scenes as part of
its move to leave the EU along with the UK, rather than be forced to
abandon the euro anyhow in some future Eurozone financial crisis.
Britain will presumably revert to its traditional cheap food policy when
it leaves the EU. Contrary to some Irish commentary, there is nothing
immoral in a country importing its food from wherever in the world it can
buy good quality products cheaply. At the same time the British Government
will want to support UK farmers for political reasons, presumably by means
of direct farm subsidies to replace the price supports they now get from
the EU’s CAP.
Nearly half the Republic’s agricultural output goes to the UK market at
present, so such a development will have major implications for us. Will
Irish farm producers be displaced in the UK market post -Brexit by New
Zealand lamb, Brasilian beef, American chicken etc.?
These are the main reasons why the focus of intelligent Irish policy
should now be on negotiating a comprehensive deal with London for this
State to leave the EU along with the UK, while maintaining maximum free
trade with both EU and UK post-Brexit. Such a deal should guarantee
continued free access for Irish food exports to the UK market on the most
favourable terms. It should also cover Bank of England support for a
restored Irish pound so that it did not have to devalue excessively in the
initial weeks following its re-launch.
The security dimension of Brexit is relevant here. The end of the Cold War
removed the need for Britain and NATO maintaining military bases in the
North. This was the basis of London’s statement that it had “no strategic
interest” in Ireland and its commitment under the Downing Street
Declaration and Good Friday Agreement to facilitate Irish reunification
when and if a majority in Northern Ireland should come to favour that.
What the Good Friday Agreement implicitly envisaged as a possi bility was a
genuinely neutral united Ireland having a friendly and cooperative
relation with Britain at some time, however distant, in the future.
But if the South stays in the EU while the North leaves the EU along with
the rest of the UK, this security calculus significantly changes.
Future Irish reunification in those circumstances would mean that the
whole island would become part of an EU security and military bloc
dominated by Germany - which is now openly talking about a Brussels
military HQ and an EU army - and potentially hostile to British interests
in some future international crisis. This would give Britain a new
“strategic interest” in staying indefinitely in Northern Ireland and
actively discouraging any moves to Irish reunification.
Britain has an interest in preventing these developments, as indeed has
the Republic.

The logic of the new situation posed by Brexit points to the desirability
of a comprehensive Anglo-Irish deal covering economic and security matters
to underpin a Brexit plus Irexit. This should be negotiated using the
East-West and North-South strands of the Good Friday Agreement.
PS. Below are the figures for Irish foreign trade in goods and services by
area for 2015. They show that our trade with the world outside the EU 26,
of which the UK and USA are for us the principal markets, is much more
important than our trade with the EU, although there is no good reason why
we should not continue to trade with both the EU and the rest of the world
when Irexit occurs.
In 2015, the most recent year for which Central Statistics Office figures
are available, the Republic exported €112 billion worth of goods and
imported €70 billion. It exported €122 billion worth of services and
imported €151 billion. The tables below show the distribution of this
trade by area:
Distribution of Irish foreign trade in goods, 2015
Exports
Imports
EU26 without the UK
Rest of World including UK
UK
USA and Canada
USA and Canada + the UK

39%
61%
14%
25%
39%

34%
66%
26%
16%
42%

Source: CSO Statbank, External Trade, Tables TSA01 and TSA05
*

*

*
Distribution of Irish foreign trade in services, 2015
Exports

Imports
EU26 without the UK
Rest of World including UK
UK
USA and Canada
USA and Canada + the UK

34%
66%
20%
11%
31%

28%
72%
8%
21%
29%

Source: CSO International trade in services 2015, Table 2A

(Anthony Coughlan is Director of the National Platform EU Research and
Information Centre and Associate Professor Emeritus of Social Policy,
Trinity College Dublin)

