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Editorial

WELCOME TO THE RUSSIAN AEROSPACE COMMUNITY

On 24 April 2009 in Madrid, at the 9th CEAS Trustees Board Meeting, after a
presentation given by Dr Sergey L. Chernyshev, TSAGI, as representing the Russian
aerospace community, was unanimously elected as new CEAS Member Society, the
eleventh one. Considering the outstanding position of the Russian Federation in aero-
space, this event obviously constitutes an important milestone in the progress of our
Council.

TSAGI is a transliteration of the Russian abbreviation for “Tsentralniy Aero-
Gidrodinamicheskiy Institut”, the Central Aerohydrodynamic Institute. It was foun-
ded by the famous scientist and pioneer of Russian aviation, Nikolai Yegorovich
Zhukovsky, on December 1st, 1918 in Moscow. In 1935 it was relocated to the city of
Zhukovsky, Moscow Region.

TSAGI carries out fundamental and applied investigation in several directions: aerody-
namics, propulsion, acoustics, strength, hydrodynamics, flight dynamics and measure-
ments. As explained by Dr Chernyshev in his article published in the present bulletin
(p. 7), this Institute has for some time been engaged in coordinated activities with
European countries, but things are now going further.

In 2004, based on its long-standing experience in aeronautical research co-operation,
the Russian Ministry for Education and Science appointed TSAGI as the National
Point of Contact for Russia-EU collaboration in aeronautics research. As a matter of
fact, TSAGI is involved in many projects of Framework Programmes of the European
Union. And this contribution to these programmes is going to increase in the future.
On 15-16 October, the 4th Workshop “EU-Russia Co-operation in Aeronautics
Research” will be held in Moscow. This Workshop, organised by the European
Commission and Ministry for Industry and Trade of the Russian Federation, precisely
will aim at enhancing the synergies with European community in aviation science and
technology.

Regarding space activities, the co-operation between Europe and Russia is long esta-
blished since the end of the seventies, steadily evolving into a close partnership in
almost all areas of ESA activities: human spaceflights, launchers, science... Presently
the ISS programme gives particularly high momentum to the co-operation in human
spaceflight: transportation of ESA astronauts to the 1SS onboard a Soyuz spacecraft,
ATV (Automated Transfer Vehicle) missions, etc. As regards launchers, the Guiana
Space Centre is becoming a launch base for the Soyuz launch vehicles: the first launch
is expected at the end of 2009.

So, the entry of the Russian aerospace community into our Council is very timely, all
the more so as it will participate in the CEAS 2009 Manchester Conference of 26 —
29 October as the latest addition to the list of our distinguished Member Societies.
The CEAS management board is determined to provide it with the best possible
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SPEECH DELIVERED BY
PRESIDENT ALLAN COOK
AT THE ASD PRESS
CONFERENCE, BRUSSELS,
JULY 2™ 2009

Allan Cook

is President of the
ASD and CEO
of Cobham.

“* Good morning Ladies and Gentlemen and a very warm
welcome to the annual ASD press conference, during which |
will touch upon important developments that are currently
affecting the European aerospace and defence industries
which will include our collective view of the current global
economic and political situation. I will also address key policy
issues and | will present data compiled by ASD on the perfor-
mance of the European aeronautics, space and defence sectors
in 2008, in terms of orders, employment, and turnover.

KEY DEVELOPMENTS

AND POLICY ISSUES

Of course our industries in Europe are certainly not immune
to the extraordinary economic and political developments
that are currently unfolding around the world — the full
consequences of which are not yet clear and may not be for
some time to come. Our commercial customers have less to
spend on our products and services and our governments are
under increasing pressure to spend more on social program-
mes and even less on defence — despite the fact that global
terror risks have still not been retired.

For Europess civil sector the negative effects of the deteriora-
tion in the economy are already evident. The global econo-
mic slowdown has resulted in a sharp drop in air traffic figu-
res — by the end of this year freight traffic is expected to
decrease by 17%, and passenger traffic by 8%. This steep
decline in air transport demand is severely denting airline
revenue, which are also affected by the recent rise in oil prices
(oil has recently climbed back to around $70 a barrel, up $30
since the start of the year).
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According to the latest IATA estimates, the fall in airline
revenue could amount to $80 billion in 2009, which would
represent an unprecedented 15% drop compared to 2008.
The combined losses of airlines could reach $9 billion in
2009. In parallel the severe tightening of credit conditions
has made it increasingly difficult for airlines to finance the
purchase of new aircraft. According to most analysts, out of a
total of $68bn required to fund this year’s delivery of 950 to
1000 Airbus and Boeing aircraft there will be a shortfall of
between $10 and $20bn due to the sharp contraction in bank
finance.

The environment in which our defence sector operates has
also become increasingly complex and challenging. Recent
events in North Korea and Iran clearly show that global disor-
der doesn’t belong to the past and that threats to our nations’
security are still present. This discrepancy between worrying
geopolitical developments on the one hand and European
governments’ reluctance to invest in defence on the other
hand, has become a cause of major concern for us. What is
now at stake is our industry’s ability to provide Europe with an
effective defence capability, as well as with the means to play
an important, stabilizing role on the global stage.

In the USA, the current administration already believes that
their NATO partners inability — or in some cases their lack of
desire — to maintain their investment is a serious threat to the
stability of the alliance. There is in fact a very strong case for
additional spending on defence. After all, spending less on
defence does not make any of the threats we face go away.
Many of these threats will require the use of capable well
equipped technologically enabled military forces if we are to
overcome them. Europe needs military forces that can be
more easily deployed than they are at present. Most of
Europe’s military capabilities are far too fixed and static. To
make this transition to greater flexibility and a genuine multi
role capability will require investment in new capabilities and
equipment.

Against such a bleak and uncertain scenario, one might
expect our industry to be in a state of severe depression. This
is certainly not the environment that | encountered at the
Paris Air Show, a couple of weeks ago. Undoubtedly there
was lower attendance but the quality of the attendance and
the technology on display gave the show an impressive
atmosphere. A number of order announcements were made,
with Airbus for instance securing firm orders or letters of
intent for more than 100 aircraft — a figure many would have
seen as totally unrealistic before the show started, but of
course well below the levels of Farnborough last year and Le
Bourget in 2007.



We are not out of the woods yet, and the situation is particu-
larly worrying in certain segments. Business aviation orders
remain severely depressed, but what is certain is that the
mood in Le Bourget was far from gloomy, and this is a great
reflection of the confidence with which Europe’s aerospace
industry looks at its future. Air transport remains a fast gro-
wing — but cyclical - sector, which has been doubling in size
every fifteen years. The cancellation rate at Airbus stands at
only 3% compared with 6% in 2001 and the manufacturing
rate for single aisle aircraft is still 50% higher today than in
2002. Our projections suggest that this trend will continue.

SEEKING TO IMPROVE THE NATURE
AND EXTENT OF EUROPE'S AERO-
SPACE AND DEFENCE INDUSTRIES
COOPERATION WITH THEIR GLO-
BAL PARTNERS

What | also find reassuring, in these times of economic hards-
hip, is that Europe’s aerospace and defence industries have stee-
red clear of the twin temptations of unilateralism and
protectionism, and have actually gone in the oppo-
site direction by seeking to improve the nature and
extent of their cooperation with their global
partners — in particular those from the U.S.

On June 16t at the Paris Air Show, ASD
Secretary General Francgois Gayet and |, toge-

ther with Ake Svensson, CEO of Saab, and Pier
Francesco Guarguaglini, CEO of Finmeccanica,
met with some of our American colleagues, namely
Robert Stevens, CEO of Lockheed Martin Corporation,
Scott Donnelly, COO of Textron, and Clay Jones, CEO of
Rockwell Collins. This high-level CEO dialogue, organised
under the aegis of ASD and AIA, the American Aerospace
Industries Association, gave us an opportunity to exchange
views and learn from each other’s experience in dealing with
the current economic situation.

We had a fruitful discussion, and found common ground on
several key issues. In a joint statement, we called for govern-
ments across the Atlantic to avoid the adoption of protectio-
nist policies that would ultimately stifle our industry's com-
petitiveness. We also emphasized that, to preserve a safe and
efficient air transportation system, U.S. and EU lawmakers
should ensure that current bilateral maintenance agreements
continue to be recognized. In particular, we asked for legisla-
tion recently proposed in the U.S. House of Representatives
to be amended, since the new inspection requirements it
imposes contradict the US.-EU Bilateral Aviation Safety
Agreement (BASA) and could impede its implementation.
This is a technical issue, but its implications are very impor-
tant for our industries across the Atlantic, and it is particu-
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larly positive that we approached it in a cooperative way.
e Towards the International Forum on Business Ethics
Conduct

Our dialogue with our American colleagues does not stop
there. In recent months, areas such as export control, busi-
ness practice (the combined code of conduct), air traffic
management and the environment have all been addressed
collectively. I would like to say a few words in particular on
EU-US cooperation in the area of ethics, which is crucial
for the reputation and social responsibility of our indus-
tries. Two years ago the ASD Council, which includes the
CEO?s of Europe’s top 15 aerospace and defence compa-
nies, approved the “Common Industry Standards” for
European Aerospace and Defence on Ethics and Anti-
Corruption. Since then ASD and AIA have worked toge-
ther on a process which will lead to the creation of the
International Forum on Business Ethics Conduct
(IFBEC). The IFBEC Working Group, consisting of
representatives of the European and US industries, has
now drawn up an implementation road map, as well as a

list of global Business Ethics Principles.

CONTINUED PROGRESS
ON THE ENVIRONMEN-
TAL FRONT: THE CLEAN
SKY PROGRAMME
Our industry is not losing sight of its res-
ponsibilities towards society at large. And
what society expects from us today, more than
ever, is continued progress on the environmental
front. To travel by air is still one of the greatest freedoms
of the 21st century. Our industry with its long history of
technical innovation and determination has to be the
solution, not the cause of the issue and we do need to do
more to develop an industry that is sustainable environ-
mentally and economically.
Through constant technological innovation we have
made encouraging progress. For example, fuel consump-
tion levels (and corresponding CO, emissions) from a jet
aircraft have decreased by over 70% over the last 50 years.
However, much more now needs to be done, since the
growing popularity and affordability of civil aviation has
resulted in an increase in overall CO, emissions which is
outpacing previous technological improvements.
Our target, as established by ACARE (Advisory Council
for Aeronautics Research in Europe), is to reduce CO,
emissions and noise by 50% of 2000 levels for new air-
craft entering into service by 2020. To achieve this ambi-
tious target we are investing €800 million in the “Clean
Sky” programme, a seven-year project which aims to fur-
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ther reduce the impact of flying on the environment. Clean
Sky focuses on 6 sectors: smart fixed-wing aircraft; green
regional aircraft; green helicopters; sustainable and green
engines; system for green operations; and eco-designs.
Among the areas that are being investigated are new propul-
sion modes such as open-rotor engines that are expected to
offer 15% improvements in fuel consumption over today’s
turbofan engines. ‘Clean Sky’ will develop and validate
breakthrough technologies that will allow Europe to design
and build the green aircraft of the future.

Clean Sky is one of the European Union’s largest ever
research programmes, with a total budget of €1.6 billion -
the €800 million funding provided by Europe’s aerospace
industry being matched by a similar amount coming from
the European Commission. Unfortunately, and as most of
you know, Clean Sky has been struggling to get off the
ground. The programme has been mired in administrative
difficulties, with industry partners finding it hard to deal
with severe constraints imposed by internal Commission
regulations. Last April these difficulties had reached the
point where industry feared that the programme would fail
to produce the needed results on time. We then made it clear
to the Commission that it had to take rapid action if Clean
Sky were to be given a chance to deliver on its ambitious
objectives.

Today | am glad to say that this message has been heard by
the European Commission. We have now received reassu-
rance that Commission services are exploring solutions to
meet industry’s requests, and we noted with satisfaction that
an ad-hoc group had been set up within the Commission to
facilitate and speed up decision-making on Clean Sky-related
issues. These measures were confirmed during a meeting
between industry and Commissioner Potodnik, held on June
18th at the Paris Air Show.

Other positive developments over the last few months have
been the appointment of Eric Dautriat as Executive Director
of Clean Sky, in April, and the launch of Clean Sky’s first call
for proposals for R&D projects on June 16,

We welcome this positive evolution, and in particular the
European Commission’s willingness to act swiftly in order to
recover the situation and make Clean Sky a success. We as
industry are ready to help the Commission in any way we can
to build an effective partnership on this very important pro-
ject, which will decide if Europe can build the new efficient
aircraft that the market will need, and — beyond that - if our
continent can become the world’s leader in green aviation.

THE EU DEFENCE PACKAGE

In the last months, the European defence sector has been
affected by the adoption of the ‘Defence package’ of two
Directives, covering defence procurement and intra-commu-
nity transfer of defence goods to enhance competition in

Europe’s defence markets. Our industry welcomed the adop-
tion, in December last year, of the intra-EU transfers
Directive. This text will contribute a great deal to the emer-
gence of a genuine European defence equipment market, and
to a further consolidation of the European defence industry.
It will establish the basis for simplified national processes for
the licensing of transfers of defence goods, services and infor-
mation. Once transposed into national law, it should greatly
facilitate cross-border movements of sensitive goods and
technologies to governments and certified companies, there-
fore allowing the defence supply chain to operate more easily
across national borders.

We have been less positive about the Defence and Security
Procurement Directive, adopted in January this year, consi-
dering that it does not meet all its intended objectives. We are
concerned that, while encouraging cross-border competition
and trade, as well as transparency in defence and security
markets, the text could be damaging to R&D investment and
hence to the defence and technology base in Europe. Indeed,
the Directive applies the logic of EU internal market rules
which rigidly divide R&D and production phases, therefore
reducing the incentives for defence capability investment by
both the public and private sectors. Under these rules, one
may wonder whether companies will invest in R&D if they
cannot be confident of winning the resultant production.
Despite these reservations, we consider that, taken asawhole,
the EU Defence Package is definitely a step in the right direc-
tion, which will lead to the emergence of a new environment,
more conducive to the development and rationalisation of
Europe’s defence industry. It is now our task to work closely
with public authorities to ensure that the benefits offered by
this text are fully realised.

SPACE: THE STRATEGIC IMPOR-
TANCE OF THE GMES PROGRAMME

Concerning space we warmly welcome the draft Commis-
sion regulation, presented in May 2009, on the bridge finan-
cing of GMES operational services for the period 2011-
2013. GMES, for Global Monitoring for the Environment
and Security, is a programme aimed at building and imple-
menting a European capacity for Earth observation. The
Commission’s text provides for the granting of €150 million
out of the EU budget for the operational phase of the GMES
programme. We call on the EU Council and the new
European Parliament to adopt this draft regulation and to
recognise the strategic importance of GMES for Europe.

MESSAGE TO EU DECISION-MAKERS
Before moving on to the presentation of the industry data
compiled by ASD for the year 2008, | would like to address a
simple message to EU decision-makers, one month after the



a rare high-tech success for Europe’, emphasizing that
“It is precisely the kind of activity that Europe needs more
of’. To quote Mr Tilford, “there is plenty that EU and natio-
nal authorities should be doing to ensure the future success
of the industry” — in particular “increase their support for the
development and commercialisation of new technologies’
and “work with the industry to ensure that new technologies
are developed and deployed in Europe”™ “Other countries,
not least the US, provide more support for technology deve-
lopment’, he says.

Today we need EU institutions and European governments
to increase investment in our industry, and in particular to
raise their level of support for research and development acti-
vities. Investing in our growth-enhancing sectors will propel
the whole European economy forward and will help us conti-
nue providing highly-skilled employment, technological
innovation and environmental performance.

FACTS AND FIGURES 2008

I would now like to give you an overview of the performance
of the European aerospace and defence sectors in 2008, based
on data compiled by ASD.

In 2008, Europe’s aeronautical sector has grown

at a pace of 7%

In 2008 Europe’s aeronautical sector (including both civil
and military activities) recorded turnover of €98.5 bn, up
from almost €96 bn in 2007. Had it not been for the weake-
ning of the UK pound against the euro in 2008, these figures
would have been significantly higher, as we had to reduce the
value in euros of the UK contribution to the European indus-
try. Without this the sector would have grown at a pace of
7% in 2008.

These good results mainly stem from the strong growth
recorded in the first half of last year. The last months of 2008
were marked by a significant slowdown, as the effects of the
global economic downturn started having an impact on our
industry — especially in the civil manufacturing sector.
Employment in the sector contracted by 1.2% last year — it



