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Good afternoon and thanks for that kind introduction.
It is a pleasure to be in Colorado and an honor to be part of the Business Plus speaker series here at the University of Northern Colorado.  
President Norton, thank you for your hospitality. I have to tell you it has been a pleasure dealing with Dean Alexander, and with Professor Evans, who I know put in a lot of work into making this event run so smoothly.  

If you happen to travel with the Bears baseball team to Wichita in May when they face the mighty Shockers of Wichita State, I would love to have you visit our facility. 

(UNC plays WSU in baseball in ICT in early May)

I also want to thank Virgil Scott and the UNC Foundation for sponsoring today’s event.
I’ve been asked to talk about trends in general aviation – a subject near and dear to my heart. 

Of course, from a business point of view, general aviation IS Cessna’s business – last year to the tune of $4.2 billion in revenue. I have a responsibility to our shareholders, our employees, and our customers to ensure our business thrives. 
So I do what I can to promote and discuss general aviation, whenever I can. 

But it is not just a dollars-and-cents motivation for me. 
I have been flying airplanes almost longer than I can remember, and aviation is my passion.  And so, I consider myself one of the luckiest people in business. I just happen to work at a place where I can be consumed with my passion – aviation. 

Things that impact general aviation affect not only my business but also impact my livelihood; things that impact general aviation greatly impact my leisure time as well. 

And, I suspect it may also impact YOUR lives, more than you might think. Chances are that you, or someone in your family or someone you know in your community or in the businesses you deal with, are touched and influenced by general aviation. The most interesting part though, is that general aviation is likely to play an even greater role in society as we go forward.

We’re going to look at three trends today - trends that seem to be at the forefront of today’s aviation issues discussions.  

We’re going to look at the technology that industry is developing to bring aviation to more people, and to make flying easier than ever, resulting in unprecedented safety and pilot awareness.

Then we will look at how some of this new technology is being applied in a new market segment covered by the news media a lot these days  - the entry level jet, commonly called the VLJ – very light jet. 

And lastly, we’ll take a look at the most dangerous threat to the health of American general aviation, unfolding right now in Washington.

Let’s first look at some basic facts – some data that will give us all the same foundation to help absorb the rest of my message to you today.
When I say general aviation, I regard it in the broad sense of all aircraft activity other than military and scheduled airline service. This would include weekend recreational flying, business aircraft, trainers, charters, pipleline patrols, search and rescue aircraft, disaster relief, mercy missions, and the list goes on – single-engine propeller aircraft to Boeing-size corporate jets and the tens of thousands in between. To put this in perspective, there were more than 224,000 GA aircraft in the U.S. at the end of 2005, with almost 6,000 in Colorado. 

Two years ago, the General Aviation Manufacturers Association commissioned one of the most comprehensive economic impact surveys ever done on general aviation. You may be surprised to find out that in 2005, general aviation contributed to the economy of your home state, Colorado, more than $2.1 BILLION. 
Nationally, GA accounted for more than $203 BILLION in economic benefit, either directly or indirectly, in 2005, and sustained more than 1.2 million jobs. 
American general aviation manufacturers, with suppliers across the country, are contributors to one of the few U.S. industries where we enjoy a trade surplus. We are the acknowledged world leader in aerospace technology and in aerospace production. 

In 2005, the U.S. aerospace industry – this includes defense and civil suppliers – exported about $59 billion worth of products and services while we imported only $32 billion. 

And while we don’t have all the numbers in yet for 2006, last year was even more profound in all these categories.

For my contribution to the aerospace world, in 2006, we had revenues, as I mentioned, of just under $4.2 billion. There are some interesting statistics inside that number that are worth mentioning in the overall context of “trends in GA.”

First, we delivered 307 business jets – the most in our 80 year history and 50 more than the year before. In 2007, we expect that number to hit 375. The current delivery boom is industry wide – we just happen to be the industry leader by a long shot. 

In total, we delivered 1,239 aircraft – which include single-engine pistons, turboprops and jets. We also took in almost 500 new jet orders. The significant item here is where these orders came from.

Traditionally, our order book has been split 70-30 in favor of domestic sales. In 2006, that number was 52 percent domestic-48 percent international. 
This is significant in that it shows the growth of the international market. Businesses in all parts of the globe – but primarily in Europe, in Central and South America – are slowing recognizing the economic benefits of business aircraft and making decisions to join the trend, although Europe would grow much faster were it not for the oppressive user fees, landing fees and overflight fees levied on all aircraft, regardless of how they are used. 

I want to address a side note here -- there seems to be a big buzz in the business press regarding the growing markets of India and China, part of the so-called BRIC market . . . that is Brazil, Russia, India and China. 
If you’ve read Friedman’s book, “The World is Flat,” and if you watch news television, you may expect an economic explosion in Asia any second – with untold wealth spreading throughout the region – translating to massive orders for business aircraft. 

Now when it comes to business jet sales in India and China, we have been fairly successful, relatively speaking. I could tell you we own almost half the China market – and we do. In reality, there are only 43 business jets in all of China and 18 of them are Cessna Citations. Compare that with some 9,000 jets in the U.S. 
These countries still have a long way to go before the economic explosion predicted by some actually reaches deep into each country’s economy. The populations are huge and wealth remains segregated. The infrastructures required by general aviation are almost non-existent, and the cultures are still resistant to private jet ownership. 

We are optimistic, and we think change is coming, perhaps faster than we originally thought. But we’re still talking 10 to 15 years before we see the kinds of orders and business in the aerospace market that many people envision.
Don’t get me wrong - we still spend time and money in developing these markets because they are very promising indeed. The transformation taking place in India is incredible and we are taking steps to help the young aerospace market move ahead. And I think the economic power growing in China is also remarkable. The Olympics there next year will bring a new age of investment, and throw a new spotlight on the country. 
Right now, the focus of both countries is the training arena and we have been successful in placing training aircraft in both. The market for business jets will continue to grow for the foreseeable future, but the major growth will continue to be in North and South America, and in Europe, particularly in Eastern Europe as the economies of new European Union nations continue to expand.   
With that as a foundation, the first trend I want to talk about today is one of technology. Aerospace is a technology intensive industry. Much like the computer industry, the advancement of aerospace technology moves at a frenetic pace. 

But it is not revolutionary – it is more evolutionary. Much of it comes from military development, some from commercial development. 
Some of aerospace technology has found its way to the auto industry – GPS systems, satellite information, electronic engine controls, and more. 

In aerospace, it is important to remember that weight and cost are also key drivers in the adoption of technological advancements. We really don’t adopt new technologies just for the Gee-Whiz aspects. Everything on an airplane has to earn it’s way on. 

Frankly speaking, there has never been a better time to learn to fly. The cockpit of today’s general aviation aircraft is light years ahead of what we had just a few years ago. In fact, I would venture to say today’s state-of-the-art Cessna 182 cockpit is more advanced than many commercial aircraft flying today in terms of situational awareness and precision approach capabilities.

It’s not that these commercial aircraft are not as safe. Far from that. 
The trend over the past few years, and into the future, is one of enhancing safety and efficiency by maximizing situational awareness. That means reducing the plethora of data inputs to the pilot – the aircraft’s location, aircraft configuration and performance, health of the onboard systems, weather, air traffic  -- everything --  in a very integrated way. So much so that the pilot has all this information in view and he can make quick decisions based on it. 
The basic change in the cockpit has been the conversion to the “glass panel.” For the first 100 years of aviation, pilots relied on a myriad of dials and gauges for each system. The pilot had to process the various bits of data for an overall status of flight. 

Today, most aircraft manufacturers are moving to flat panel displays – essentially one to four computer screens – where flight data and information from various sensors and systems are integrated and presented to the pilot in a useful way. 

With the new displays and increased computerization in the cockpit, basic aircraft information is now synthesized and put into the context of what is really going on. 

More and more, we are seeing other functions stirred into the mix. Instead of a separate weather radar panel, real-time weather is fused with the GPS moving map display to show the pilot where he or she is going and what weather is around them.

Also using the GPS map feature, pilots are able to navigate on the ground on airport runways and taxiways much easier and safer thanks to the graphical representation on their large glass displays. Oddly enough, just taxiing to and from the runway can be one of the riskiest phases of operation. 

Systems that look out for other aircraft and for dangerous terrain are becoming more common in cockpits. The more advanced traffic and terrain avoidance systems not only warn of traffic and terrain threats, they tell you how to safely maneuver away from them. 

I think the most important new technology now being developed for general aviation falls under the category of vision systems. 

There are two basic vision systems – three if you count the pilot looking out the window.

The two new ones are to help the pilot when weather or darkness impair natural vision through the wind screen. 

Enhanced vision systems are finding their way into more and more general aviation aircraft. This is essentially an infrared camera mounted in the nose of the aircraft which provides a pretty clear picture in almost any condition. 
In order to be most useful, the picture should be presented to the pilot on a Head Up Display or HUD as it called. The HUD projects data and images onto a glass “combiner” allowing the pilot to see the data and keep his or her head up and vision out the window, without having to look down at displays.

There are a few commercial carriers using HUDs and several business jets, but wider use is still waiting on technology to make the systems smaller and more affordable. 

The real “Star Wars” stuff is the research being done on Synthetic Vision Systems.. 

With these systems now being developed, data from precise, three-dimensional maps is fused with precise, real-time GPS location data to present a pilot with a graphical representation of the environment around the airplane. In other words, it looks just like your computer screen in a flight simulation program, but it is a very precise, three-dimensional view of where your aircraft is in real time.  

With such a system, the pilot can navigate mountain passes in darkness or bad weather, and land in fog. 

Of course, the graphic comes from a stored database, so the next step is to fuse a real-time picture, from the infrared camera perhaps, into the graphical representation to show non-permanent objects – airplanes on the runway in front of you, for instance.

Essentially, technology can take us to airplanes with no windows that will fly just as safely as today’s aircraft. 

But what fun would that be? 

No – I’ll take the new technology for what it adds in safety of flight. But I still want to look out the window. There is nothing quite like the view of the countryside from any altitude. 
The evolution of technology has allowed the industry to develop new products that meet ever-more specific market niches – niches we could not fill before. 

The best example today is the development of what some are calling the Very Light Jet. 

At Cessna, we tend to shy away from that term because we believe it is too encompassing and misleading. We prefer to call our entry into that part of the market – the Citation Mustang – a “new-generation entry level business jet” because that term more accurately represents a downward extension of our Citation product line, and it is a true business jet in every sense.

This new segment has three distinct categories – but also several common traits that allow them to be grouped under the umbrella of the VLJ.

To keep it simple, I’ll simply refer to VLJs throughout my remarks.

To students of aviation history, the VLJ is not a new concept. A type of very light jet was actually first introduced in 1910 – almost 100 years ago -- by Henri (ON-REE) Coanda (Kwanda), the man who is responsible for the Coanda effect, which many of you may know about. 

This first VLJ was called the Coandă 1910, and it had a max takeoff weight of 926 lbs. This was truly a very light jet. 

Unfortunately, the plane crashed and was destroyed on its maiden flight, and as a result, Coandă’s revolutionary idea didn’t get much traction, so the world had to wait almost 100 years for the next generation of these aircraft to emerge.

Today’s very light jets look to be more successful than Coanda’s, and several of us aircraft manufacturers are betting that this new generation aircraft has the potential-- over time -- to dramatically change the way the world travels. The low acquisition and operating costs – made possible by advances in engines, avionics and manufacturing technology -- will bring jet travel to millions of people who previously could not afford or justify it.  

The reason these new jets are creating such enthusiasm in our industry should be apparent to many of you here today.

As professionals, you are probably very familiar with the challenges of airline travel. TSA requirements in the US and regulations for airlines all over the world as a result of terrorist threats have made airline travel time consuming, stressful and even demeaning. 

Long security lines, restrictions on carry-on items, and the personal imposition of the screening process have given travelers the same sense of joy as getting a tooth pulled. And that’s even before you get to the airplane where you have to do battle for overhead storage space and squeeze into a seat that barely accommodates the human frame.  

On top of all that, the inefficiencies and schedule risks of the hub and spoke system are enough to make any traveling businessperson cry.

Until now, we’ve had very few choices when it comes to non-airline air travel. For the most part, only high-net-worth individuals and larger businesses have been able to afford their own corporate jets. Air charter companies are an alternative, and have provided point-to-point travel for many years. But when you charter an airplane, you pay for the return flight, whether you use it or not. 

There are some other options. You can charter a more affordable piston or turboprop airplane. But the comfort level, range, speed and sometimes the age of these planes make many travelers uncomfortable or nervous. People have been spoiled by the smoothness, performance and comfort of jet-powered airplanes. 

You can also go the fractional ownership route, but that is not within the reach of many people. So this new segment of very light, affordable jets is one of the best options to come along in modern times. 

When it comes to forecasting how popular this new segment will be, and how fast it will grow, the estimates vary wildly, with deliveries on the high end projected at around a thousand a year to the low end of around 300 a year. At Cessna, we subscribe to the latter.

In our 80 years of developing, producing and delivering aircraft, experience has proven that our industry is evolutionary, not revolutionary, when it comes to new aircraft introductions. 

Driving the very high estimates of the market is the potential air taxi business. We believe the air taxi segment will show a gradual growth curve that takes into account the economic realities of ramping up aircraft production, public acceptance of the concept, and the need for a critical mass of aircraft in each region to minimize the expense of deadheading. 

We believe the true air taxi concept will be many years in the making, so we have developed the business model for the Citation Mustang without factoring in the air taxi segment. 

One thing is sure – there is a lot of buzz around this new market segment and the next few years are certainly going to be dynamic.

We’ve touched on two major trends in general aviation – trends that give us safer aircraft, more utility in terms of doing business, and more products that help us maintain our global leadership in aerospace.

What problems could there be?

Well, I’m glad you asked that question.

First, let’s look at some facts.
FACT: The nation’s air traffic control system was developed primarily to control airline movements into and out of the large hub airports in the U.S. 
There is a striking example to prove FAA costs are directly related to peak-hour, hub airline operations. After 2001, Reagan Airport in Washington was closed to general aviation traffic, which had become a robust part of operations there. Yet the cost of operating the airport never declined. 

FACT: Only 3 percent of the activity at the country’s 20 largest airports is considered general aviation.

FACT: General aviation aircraft primarily use secondary or small regional airports. They do not fly to hub airports. 

FACT: The FAA wants to modernize air traffic control but they have not yet defined a plan for doing that. 

FACT: According to a Washington trade association (NBAA), the Congressional Budget Office reports that the current method of FAA funding – through ticket and fuel taxes paid by all – will not only continue to fund the agency at record levels, it ensures the FAA will continue to have sufficient funds to fully support the transition to the Next Generation Air Traffic System.
FACT: Airlines are losing money. And many are in bankruptcy.
Enter FAA Re-Authorization. This is the regular process all federal agencies go through every couple of years. Congress re-authorizes the agency to exist and sets its funding mechanism. This is FAA’s year. 

After an intense lobbying campaign by the nation’s airlines, the FAA this year has proposed to radically change the way it is funded. 

Instead of the stable, non-bureaucratic gas tax, the FAA is proposing to switch to user fees – the same method retarding the natural free-market growth in Europe we might otherwise expect to see given the dynamics of that economy. In Europe, the airlines rule the skies, shutting out other air travel alternatives.
Basically, U.S. airlines had three goals when they started their lobbying campaign. Ed Bolen, president of the National Business Aviation Association in Washington, said it best when the FAA announced its proposal last week on the 14th:

I quote:
“It’s fitting that the FAA’s plan has been introduced on Valentine’s Day, because it’s a sweetheart deal between the Agency and the commercial airlines. Going into the FAA reauthorization process, the airlines wanted three things. They wanted user fees – they got them. They wanted to shift their costs to general aviation – they got that. And they wanted to reduce congressional oversight of the aviation system decision-making – they got that, too.” 
END QUOTE

What the FAA is proposing is to create a new bureaucracy to collect user fees, which they admit will bring in less than they get now, and would result in an unstable funding stream dependant on continued growth of the system. 

The new process would collect an additional user fee even if a GA flight does not enter hub airport airspace – just gets close to it.  

Other parts of the proposal include:

· A more-than tripling of the fuel taxes paid by general aviation aircraft operators. Under the FAA’s proposal, the taxes would increase more than 300 percent, from 21.8 cents-per-gallon, to 70 cents-per gallon.

· A litany of other new, transactional user fees for pilot licensing, aircraft certifications and other services.

· The creation of a new control board that is expected to be dominated by the airlines and largely influence decisions about aviation system priorities.

I don’t want to go too far into the weeds of the issue, I am happy to do that another time. But I do want to look into a future where the airlines get the bailout they seek.
In the first place, general aviation will decline due to higher operating costs. 

Small and medium-size businesses now relying on general aviation will probably have to get rid of the airplane because they can’t afford the new fees, or they can’t afford to pay someone just to keep up with the new bureaucracy. 

The $1.2 billion in economic benefit to Colorado will drop. The spending power that comes with high-paying aerospace jobs will go away, and the economic trickle-down will impact local housing, restaurants, services, entertainment, and more.

As for the system itself, the airlines will exert more control over the use of airspace as they have in Europe, and GA will be relegated to only the super-rich owners or companies. 

The $203 billion economic impact from general aviation and the 1.2 million jobs will decline. How much – it is impossible to say. But instead of growing to meet the global demand and retaining our national leadership in general aviation, we will retreat and ultimately lose out to Japan, to Brazil, to Canada. 
Oddly enough, the airlines that now move to stifle general aviation will very soon be crying about the lack of qualified pilots to fly their airliners. Instead, we may be looking to foreign markets to make up the shortfall. 

 I know this sounds like an alarmist viewpoint . . . 
. . . and one must consider that my company results are directly related to GA sales . . .
But I am not alone. The GA industry is united in its opposition to the drastic change designed only to shift the costs of the air traffic control system away from the airlines. 

I also think you find shared sentiments in Congress among members who support general aviation and its economic benefits. 

But the FAA and the airlines have their supporters as well. 

So the hearings being conducted in Washington are critical to the future well-being of this America success story. 
We will be joining with industry groups in making sure the hundreds of thousands of aircraft owners across America are heard in Congress.
These decisions that are crucial to our industry will be made in Washington this fall, so if you believe that general aviation does play a role in enhancing our quality of life, please weigh in with your legislators.
In closing, I would simply say this – 

General aviation is not just a pastime for recreational pilots. It is important to our economy, to our culture, and to our quality of life. 
Thank you for inviting to join you and I am now happy to take as many questions as my hosts will allow. 
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