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ABSTRACT

AIRLINE DEREGULATION: AN EVALUATION 

by Michelle Anne Fistek 

This d i s s e r t a t i o n  1s an an a ly s is  of the r e c e n t  d e reg u la t io n  o f  the 

a i r l i n e  Industry,  and an assessment of the  Impacts o f  the A i r l i n e  

Deregulat ion Act of 1978 (ADA), The ADA allows a i r l i n e s  to  e n t e r  and 

e x i t  from routes with g r e a t e r  freedom. I t  encourages the en t ran ce  of  

new a i r l i n e s  Into the  Industry. A i r l i n e s  are a l lowed more d e c i s io n 

making power and control  over t h e i r  own opera t ions .

The ADA i s  viewed as  a benchmark f o r  fu ture  a t t em p ts  t o  narrow the 

scope o f  regu la t ion  by the  nat ional  government In the l i v e s  o f  c i t i z e n s  

and in the economy. The d i s s e r t a t i o n  a t tem pts  to  help answer the 

ques tion of how successful  the Ada has been.

The h is to ry  of A i r l in e  deregula t ion  and the  p rov is ions  o f  the ADA 

are  summarized, then each of nine Impacts of the  ADA are  In v es t ig a ted .  

These impacts are: f a re s ,  p ro d u c t iv i ty  and e f f i c i e n c y ,  growth and 

response to  deregulat ion,  small community s e rv ice ,  fue l  consumption, 

mergers, a i r l i n e s  In  t roub le  and new e n t r i e s ,  a i r p o r t s ,  consumers and 

s a fe ty  and f i n a l l y ,  fo re ign  a i r l i n e s .

The r e s u l t s  of the Act are mixed a t  best.  The Indus t ry  has 

Improved e f f ic ien cy  and fa re s  on the  denses t  r o u te s  have been lowered. 

Service to small communities has suffe red .  Only t h r e e  of the ADA's 

goals  have been met f u l l y ,  g rea ter  e f f i c i e n c y  and the  s t i m u l a t i o n  o f  

competi t ion,  while two have been p a r t i a l l y  met, lower  f a r e s  on the 

densest  rou tes  and Increased control  by the a i r l i n e s  has r e s u l t e d  In 

p r o f i t s  for  local se rv ice  a i r l i n e s ,  but  the major a i r l i n e s  have Incurred
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losses .  Deregula t ion would have been b e t t e r  Implemented s low ly  r a t h e r  

than In the  ab ru p t  manner I t  was accomplished.
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CHAPTER OWE: BACKGROUND AND FRAMEWORK OF ANALYSIS
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In the wake of recen t  economic d i f f i c u l t i e s ,  there  has been an 

outcry agains t  the s ize ,  expenditures  and In t rus ive  regu la t ions  of the 

Federal Government. Indeed, we a re  experiencing broader and more 

Intense questioning of the ro le  t h a t  government general ly  should have In 

socie ty .  An ea r ly  t a r g e t  o f  the  quest to decrease the government's s ize  

and regulatory  in t rus ions  in the economy has been the a i r l i n e  industry. 

The a i r l i n e  industry  i s  a useful  case study because 1t  has been one of 

the more heavily regulated In d u s t r ie s  In the United S ta tes .

This d i s s e r ta t io n  i s  an ana lys is  of the recen t  deregula t ion of  the 

a i r l i n e  industry, and an assessment  of the impact of the A i r l in e  

Deregulation Act of  1978 (ADA), The Act was adopted in 1978 amid much 

controversy, Advocates of deregu la t ion  argued I t  would r e s u l t  In lower 

fa re s  and allow the a i r l i n e s  to operate  more e f f i c i e n t l y  and p ro f i tab ly .  

Opponents to deregulat ion countered t h a t  i t  would lead to fewer a i r l i n e s  

in  the market, with r e su l t in g  higher fa re s  and le s s  dependable and lower 

q u a l i ty  service. The l e g i s l a t i v e  ob jec t ive  o f  the Act I s  to  gradual ly  

f ree  the a i r l i n e s  from Civil  Aeronautics Board (CAB) regu la t ion  o f  fares  

and routes.  The Act allows a i r l i n e s  to  en te r  and e x i t  from routes  with 

g re a te r  freedom. Essentia l  serv ice  i s  assured by the Act through 1988, 

and a i r l i n e s  are  not allowed to  e x i t  from s p e c i f ic  routes  which are 

considered to be e s sen t ia l .  Employees are also to  be p ro tec ted  from 

lo s s  of  jobs as a r e s u l t  o f  deregula t ion.  The Act makes i t  e a s i e r  for 

a i r l i n e s  to r a i s e  and lower fa res  without CAB approval,

The a i r l i n e  industry has entered the seventh y e a r  of deregulat ion, 

Has the industry performed b e t t e r  without  the  in te r fe ren ce  of 

government? Has the deregulat ion  of the a i r l i n e  Industry th u s fa r  been a 

success as measured aga ins t  I t s  goals7 There has been l i t t l e  systematic
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a n a l y s i s  of these  Issues.

The A i r l in e  Deregulation Act 1s viewed as a benchmark fo r  fu tu re  

a t t e m p ts  to  narrow the scope o f  r e g u la t io n  by the national government 1n 

the l i v e s  of c i t i z e n s  and In the  economy. I f  the Act i s  deemed 

e f f e c t i v e ,  i t  w i l l  be c i t e d  as a "success story" by advocates o f  le ss  

governmental I n t ru s io n  to  urge the  de regu la t ion  o f  o ther  t ranspor ta t ion  

I n d u s t r i e s  and o th e r  h ighly regu la ted  sec to rs  of  the economy. Has i t  

been a success as  I t s  supporters  c la im  or a f a i l u r e  as I t s  opponents 

c laim? This d i s s e r t a t i o n  a t tem pts  to help answer these questions. Such 

an eva lua t ion  Is  important  i f  t h i s  a c t  is  to be used as evidence for  

f u r t h e r  de reg u la t io n  or as evidence t h a t  governmental intervention at  

t im es  Is  necessary.

BACKGROUND

The s u b s ta n t i a l  l i t e r a t u r e  on a i r l i n e  deregulation can be 

c l a s s i f i e d  as h i s t o r i c a l ,  advocatlve and evaluat ive .  The h i s to r ic a l  

l i t e r a t u r e  Is  I l l u s t r a t e d  by David Corbe t t ' s  POLITICS AND THE AIRLINES 

(1965} and William A. Jordan 's  AIRLINE REGULATION IN AMERICA: EFFECTS 

AND IMPERFECTIONS (1970), which o f f e r  d e ta i l e d  background information on 

the  growth of the  a i r l i n e  indus t ry ,  and on the regu la t ion  of the 

Indus t ry  by the Post  Off ice  and l a t e r  the Civil  Aeronautics Board.

These s tu d i e s  t r a c e  the performance o f  the a i r l i n e  Industry under 

reg u la t io n .  Corbe t t  and Jordan d e t a i l  the perceived need for  regulation 

during the e a r ly  y ea r s  o f  commercial av ia t ion ,  and review the 

fo rm ula t ion  o f  U.S. a v ia t io n  policy .  They address the question of why 

the  Indus t ry  was su b jec t  to  such In tense  regulat ion ,  and why I t  has been 

reg u la te d  by the government s ince  i t s  Inception.  This l i t e r a t u r e  

focuses  on how the  industry  was s t r u c tu r e d  and molded by government
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4

regulation* The var ious  p o l i c i e s  adopted by the CAB are examined. The 

Civil  Aeronautics Act o f  1938 o u t l ined  several o f t e n  c o n f l i c t in g  

ob jec t ives  for the Civil  Aeronautics  Adminis tra t ion (CAA) and l a t e r  the 

CAB to achieve* The i m p o s s ib i l i t y  o f  maximizing a l l  of these  ob jec t ives  

simultaneously farced the CAB to  choose the o b jec t iv es  1t  wished to  

s t re ss ,  I t  chose to  give p r i o r i t y  to  d i f f e r e n t  ob jec t ives  a t  d i f f e r e n t  

times. These choices  led to a s i t u a t i o n ,  according to c r i t i c s  of  

r egu la t ion ,  In which the  a i r l i n e  indus t ry  was cons tra ined  and b u f fe ted  

about by regu la t ion  with  s h i f t i n g  emphases and consequences. This 

s i t u a t i o n  p r e c ip i t a te d  the c a l l  fo r  deregulat ion.

The next category o f  l i t e r a t u r e ,  advocatlve,  Immediately predates  

the A i r l in e  Deregulat ion Act of I97B. This l i t e r a t u r e  makes the 

arguments of those In favor  of and those opposed t o  deregulation* The 

arguments aga ins t  deregula t ion  can be found in the  wr i t ings  o f  such 

av ia t ion  Industry commentators as Esperlson Martinez Jr.  and C. V,

Gllne. Those opposed to  deregu la t ion  feared th a t  th e  a i r l i n e s  would 

abandon l e s s - p r o f i t a b l e  routes  to  smal le r  communities. They a l so  

worried t h a t  the unregula ted  com pet i t ive  market would cause problems 

with coordinat ion  o f  s e rv ice ,  baggage claims, and fares .  Regula t ion,  to 

t h e i r  minds, assured coord ina t ion  and cooperat ion 1n these areas.  I f  

the a i r l i n e  Industry were to  be deregulated* opponents claimed, 

predatory p rac t i c e s  would r e s u l t  from unleashed c u t th ro a t  competi t ion.  

Deregulation would a l so  lead to  a monopoly s i t u a t io n .  Weaker a i r l i n e s  

would be forced ou t  of the  market once they were no longer p ro tec ted  by 

the CAB, Under regu la t ion ,  the CAB could award p r o f i t a b l e  rou tes  to  the 

weaker a i r l i n e s ,  thus assur ing  t h e i r  survival .

Opponents f u r th e r  claimed t h a t  a i r l i n e s  are s im i la r  to  publ ic
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u t i l i t i e s  and as such have become necessary  to our l i v e s .  Therefore ,  

the a i r l i n e s  should be r e g u la te d  to  a s su re  t h a t  se rv ice  Is  dependable 

and o f  high q u a l i ty .  Without regula t ion* I t  was argued, th e se  cannot  be 

assured .  The s a fe ty  o f  a i r l i n e  t rav e l  under d e reg u la t io n  was a l so  

questioned,  I t  was feared t h a t  a i r l i n e s  under p ressure  from com pet i t ion  

would l e t  s a fe ty  s l id e .  The CAB did not  have a u th o r i ty  over s a f e ty ;  i t  

I s  ves ted In the Federal Av ia t ion  A dm in is t ra t ion  (FAA). The a b o l i t i o n  

o f  the CAB would have no d i r e c t  e f f e c t  on s a fe ty  r e g u la t io n s ,  bu t  the 

a n t i c i p a t e d  Increase  In a i r l i n e s  e n te r in g  the  market  a f t e r  d e re g u la t io n  

might put a s t r a i n  on the a b i l i t y  of  the FAA to  mainta in  proper  

Inspec t ions  o f  a i r c r a f t  and personnel.

The f in a l  concern o f  the  opponents o f  de reg u la t io n  was the  

a v a i l a b i l i t y  o f  f inancing  f o r  a i r l i n e s  and a i r p o r t s .  Deregula t ion  would 

cause uncer ta in ty*  making f ina nc ing  d i f f i c u l t  1n t h i s  environment of 

change.

The arguments In suppor t  o f  de reg u la t io n  a re  I l l u s t r a t e d  by Paul 

MacAvoy and John W. Snow In REGULATION OF'PASSENGER FARES AND 

COMPETITION AMONG THE AIRLINES (1977). MacAvoy and Snow argue t h a t  

de reg u la t io n  would a llow th e  a i r l i n e s  to  operate  more e f f i c i e n t l y  and 

p r o f i t a b ly .  A r t i f i c i a l l y  high f a r e s  would f a l l  apprec iab ly  In an 

environment of competi t ion .  I f  the  a i r l i n e s  remained under  CAB 

regu la t ion*  fa re s  would con t inue  a t  unacceptably high le v e l s .

Small community s e rv ice ,  according to  supporters  o f  d e re g u la t io n ,  

would not s u f f e r  I f  the  a i r l i n e s  were deregulated .  Any lo s s  o f  s e rv ic e  

would be picked up quickly  by new commuter a i r l i n e s .  These new a i r l i n e s  

would en te r  the Indus t ry  because o f  Increased market freedom r e s u l t i n g  

from deregula t ion .
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A i r l i n e s  would cont inue  to  cooperate  1n t h e i r  coord ina t ion  of 

s e r v i c e ,  baggage c la im s  and f a r e s  because 1t  would be In t h e i r  b e s t  

I n t e r e s t  t o  do so. Deregula t ion  would no t  c rea te  a monopoly s i t u a t i o n  

because  I t  would s t im u la t e  the  en t ry  of new a i r l i n e s  Into  the market  by 

a l lo w in g  e a s i e r  e n t r y  In to  ro u te s  and al low a i r l i n e s  to  s e t  t h e i r  own 

f a r e s .

S a fe ty  w i l l  continue to  be monitored by the FAA and was o f  no 

concern  to  the  advocates  of  deregu la t ion .  F in a l ly ,  f inancing f o r  

a i r p o r t s  and a i r l i n e s  would no t  be a f f e c te d  by deregula t ion .  Those 

a i r l i n e s  and a i r p o r t s  In sound f inanc ia l  condit ion would have no problem 

o b ta in in g  funds. Deregula t ion  would a l low a i r l i n e s  t o  control  t h e i r  own 

p r o f i t a b i l i t y .  Therefore ,  the  suppor te rs  of d e regu la t ion  c la imed,  

a i r l i n e s  would become more p r o f i t a b l e  than they were under fede ra l  

r e g u l a t i o n .

The e v a l u a t i v e  l i t e r a t u r e  i s  more cu r ren t  and begins 1n 1978 when 

the  D ereg u la t io n  Act went I n to  e f f e c t .  Included a re  the hear ings  of  the 

House Subcommittee on Avia t ion  In 1979 and 1981, the  Congressional 

Research S e r v ic e ' s  e v a lu a t io n  of deregula t ion  (1981); Meyer, e t  a l . ' s ,  

AIRLINE DEREGULATION: THE EARLY EXPERIENCE; and the  General Accounting 

O f f i c e ' s  (GAO) THE CHANGING AIRLINE INDUSTRY: A STATUS REPORT THROUGH 

1979 AND 1980. The e a r ly  ev a lu a t io n s  conta in  much c o n f l i c t i n g  

In fo rm at ion .  Meyer, e t  a l . ' s  AIRLINE DEREGULATION found t h a t  w h i le  the 

Act has been su c ce ss fu l  t h u s f a r ,  I t  i s  too ear ly  to  t e l l  how successfu l  

the  Act w i l l  u l t i m a t e l y  be. The ir  study was publ ished 1n e a r ly  1981 and 

Inc ludes  p r e l im i n a r y  data  through the second and t h i r d  q u a r te rs  of  1980. 

While I t s  co n c lu s io n s  a re  c a u t io u s ly  o p t im i s t i c ,  those  of the GAO 

e v a lu a t io n  o f  1979 a r e  q u i t e  o p t im is t i c .
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The th ree  fo l lowing  years ,  1980, 1981 and 1982 were d i s a s t ro u s  

years  fo r  the a i r l i n e s ,  although Improvements have been made In 1984 and 

through mid-1985. The recess ion  o f  1980 reversed many o f  the  gains  o f  

deregula t ion .  The evaluat ions  so f a r  have not  d e a l t  with the problems 

faced by a i r l i n e s  1n 1960 and subsequent y e a r s ,  nor  have they d e a l t  

with the e f f e c t s  o f  the a i r  t r a f f i c  c o n t r o l l e r s  s t r i k e  and I t s  

consequences In te rms  of r e s t r i c t i n g  the a b i l i t y  o f  a i r l i n e s  to  en te r  

and e x i t  from the twenty- th ree  l a r g e s t  a i r p o r t s  a t  w i l l .  The economic 

s i tu a t io n  o f  1980, 19B1 and 1982 and the a i r  t r a f f i c  c o n t r o l l e r s  s t r i k e  

have a bearing on the  success o f  a i r l i n e  deregula t ion .  I t  must a l so  be 

remembered t h a t  the  Act slowly decreased the  powers of the  Civ i l  

Aeronautics  Board. Full deregula t ion  took e f f e c t  1n 1985.

Another def ic iency  of these  ea r ly  e v a lu a t io n s  i s  the  f a i l u r e  to  

consider  some of the  o ther  Important  aspects  of d e r eg u la t io n ,  such as 

I t s  e f f e c t s  on fo re ign  a i r l i n e s ,  a i r p o r t s ,  and consumers. The areas  

they e v a lu a te—f a re s ,  t r a f f i c ,  p ro d u c t iv i ty ,  performance, s t r a t e g i e s ,  

a i r  serv ice  to small communities and fuel p r i c e s —are  e f f e c t i v e l y  

t r e a te d  in a p re l im in a ry  fash ion ,  bu t  more c u r r e n t  data and a n a ly s is  a re  

required  before a more Informed judgment can be made about  the  success  

of  d e re g u la t io n .

Harvey A. Levine, In NATIONAL TRANSPORTATION POLICY: A STUDY OF 

STUDIES (1978), c r i t i c i z e s  p a s t  eva lua t ions  of t r a n s p o r t a t i o n  p o l i c i e s  

fo r  t h e i r  lack o f  focus on bas ic  p r in c ip l e s  of t r a n s p o r t a t i o n  policy.  

This research i s  designed to pay carefu l  a t t e n t i o n  to  h i s  f i r s t  ten en t  

of  t r a n sp o r t a t io n  po l icy  evaluat ion: "Transporta t ion Is  a der ived  

demand.1' Levine warns t h a t  research  should be cen te red  on the  user ' s  

needs and wants, no t  those of the  supp l ie r .  The p a s t  e v a lu a t io n s  of



www.manaraa.com

8

a i r l i n e  deregulat ion focused on the needs and wants of  the a i r l i n e  

Industry. They were more concerned with the p r o f i t s  and survival  of the 

industry than they were with t r a n sp o r ta t io n  needs and welfare  of the 

passenger.

FRAMEWORK OF ANALYSIS

Most pol icy research dea ls  with p o l i c i e s  which d i s t r i b u t e  goods 

and services to  the public.  A i r l ine  deregula t ion po l icy ,  on the o ther  

hand, involves removing the "se rv ices” or regu la t ions  provided by the 

CAB and e i t h e r  discontinuing them or t r a n s f e r r in g  them to o ther  

agencies.  The deregula t ion of  the a i r l i n e  industry cannot be s tudied in 

the same manner as, fo r  example, the education p o l i c i e s  of  a c i ty .

There are  no books, teachers  or spor ts  equipment to be d i s t r ib u te d ;  

indeed, the Deregulation Act d iscontinues  serv ices .  This requ ires  the 

researcher  to adapt the frameworks and d e f in i t i o n s  of  common pol icy 

terms to adequately deal with deregulat ion.

Levy, Wildavsky and Meltzner in URBAN OUTCOMES {1974}, provide a 

useful discussion of  the d i f fe rences  between outputs ,  outcomes and 

Impacts. To summarize, outputs  are defined as the "goods and services  

t h a t  the organizat ion produces," and they "represent  the  way to 

c l a s s i f y  goods and se rv ices  supplied by a public agency and received by 

{or d irec ted  a t )  the public." Outputs can be l i s t e d  in  an objec t ive  

way. Outcomes, on the o ther  hand, are more subjec t ive .  Outcomes are 

how outputs are d i s t r ib u te d ,  and there fore  Involve the  placing of  values 

on ou tputs—"values based on how they a f f e c t  c i t i z e n s  now." Outcomes, 

then, are how the goods and serv ices  are d i s t r i b u t e d  among c i t i z e n s .  

Impacts are the long-range or f ina l  consequences of  outcomes. Impacts,  

according to Levy, e t  a l , ,  are d i f f i c u l t  1f not  Impossible to  assess  in
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a d e f i n i t e  way because of the In te rven ing  v a r i a b l e s  t h a t  are Involved. 

Impacts Involve long range I s s u e s ,  such as t r y i n g  to  a s c e r t a in  the

Impact of  a new road on the number o f  Jobs In a d t y .  The new road may

bring  In more indus t ry ,  thus c r e a t i n g  more j o b s ,  bu t  t h i s  would be 

a lm ost  Impossible to demonstrate d i r e c t l y  because of  the  poss ib le  

e f f e c t s  o f  such f a c t o r s  as a v a i l a b l e  t r a n s p o r t a t io n ,  the regional

economy and the work force of th e  area ,  to name a few.

In the case of  a i r l i n e  d e r e g u la t io n ,  1 t  1s poss ib le  t o  go beyond 

the  outcomes and to  assess  some o f  the  Impacts o f  the policy . While 

u l t im a te  consequences cannot be analyzed,  1 t  i s  poss ib le  to  go beyond 

d e sc r ib in g ,  fo r  example, the changes  in a i r l i n e  f a re  s t r u c t u r e s  since 

deregula t ion .  The Impact of f a r e  changes 1s more Important than looking 

a t  how and where they changed. What e f f e c t s  have the changes in f a re s  

had on a i r l i n e  p roduc t iv i ty  or  t h e  number of  people t r a v e l in g  on 

a i r l i n e s ?  To allow such an im pac t  a n a ly s is ,  t h e  framework of ana lys is  

used 1s an adaptat ion of  the model presented by Cook and S c lo l l  (Figure 

1 .1)  (Cook and S c l o l l ,  pp.328-329), The general o b jec t iv e s  of  t h i s  

s t r a t e g y ,  according t o  Cook and S c l o l l ,  are f i r s t ,  a c e n t ra l  focus on 

the  form and s t reng th  of the r e l a t i o n s h i p s  between the program 

a c t i v i t i e s  and program impacts, and second, a s t r a t e g y  t h a t  a l lows the 

de te rm ina t ion  of  the  specif ic  c o n d i t io n s  under which program Impacts 

approximate program object ives.

The model may be explained In  the fo l low ing  manner:

Program ob jec t ives . The changes t h a t  are to  be brought about by the 

Implementation of the  policy must f i r s t  be s p e c i f i e d  (e.g., lower 

f a re s ) .  There must be a l ink between the o b j e c t i v e s  of  the  program and 

the changes which occur 1n the environment t h a t  are re lev an t  to  the
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o b jec t iv es  of the  program. Because I t  1s not p o s s ib le  to  prove a l ink 

between ac t ions  and impacts ,  any ev a lu a t io n  w i l l  be tenuous. The 

o b jec t iv es  are the  changes which policy-makers  wish to  b r ing  about by 

the pol icy . The model a t t em p ts  t o  e s t a b l i s h  a causal l in k  between the 

po l icy  and changes In the  environment.

Pol icy  environment. This  r e f e r s  to  the  c o n te x t  In which the  po l icy  Is  

Implemented. The environment can a f f e c t  the  success  o r  f a i l u r e  o f  the 

policy  and can a l so  have a bear ing  on the  a b i l i t y  o f  the  re sea rch e r  to  

i n t e r p r e t  the po l icy  impacts.  The amount of pu b l ic  support  a po l icy  

enjoys, for  example, i s  an environmenta l co n s id e ra t io n .  I f  a po l icy  i s  

no t  supported by the  pub l ic  or the  t a r g e t  popula t ion ,  1 t  may be doomed 

t o  f a i l u r e .

Program a c t i v i t y .  These a re  the  a c t i v i t i e s  under taken t o  d i r e c t l y  br ing  

about the des ired  Impacts,  Inc lud ing  not  only the  o p e ra t in g  procedures  

fo r  br inging about the  d e s i r e d  r e s u l t s ,  bu t  a l s o  the  ex p en d i tu re s  for  

personnel and equipment.

Program events . The episodes  t h a t  may Intervene or I n t e r a c t  w i th  the 

program outputs  to  produce program Impacts a re  program events ,  A 

program event may I n t e r a c t  w i th  a program a c t i v i t y  and produce an Impact 

d i f f e r e n t  than would have been the  product  o f  the program a c t i v i t y  

alone. An example might be the a i r  t r a f f i c  c o n t r o l l e r s  s t r i k e  in  the 

case of a i r l i n e  deregu la t ion .  The s t r i k e  may I n t e r a c t  w i th  the program 

a c t i v i t i e s  and produce Impacts  d i f f e r e n t  than those  which might  have 

been produced by the  po l icy  alone.

Program Impacts. Impacts are "the most c r i t i c a l  e lements  In the 

sys tem at ic  eva lua t ion  o f  soc ia l  programs" (Cook and Sc1ol1, p. 331). 

Impacts a re  the measurable  changes which have occurred  in  the  a rea s
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t a rg e te d  by the program o b je c t iv e s .  D i f f e r e n t i a t e d  are the  c a l c u l a t e d  

and unca lcu la ted  impacts* and the p re fe r r e d  and nonprefe r red  Impacts.

The d i f f e r e n c e  between c a l c u l a t e d  and uncalcula ted  Impacts r e f e r s  t o  the 

changes r e s u l t i n g  from the  program a c t i v i t y  which were measured by th e  

decis ion-makers  and changes which were unmeasured b u t  may be po ss ib le  

impacts o f  program a c t i v i t i e s .  Those impacts which a re  unmeasured may 

be considered to  he secondary consequences o f  the program. Impacts o f  

deregu la t ion  on domestic a i r l i n e s  were calculated* b u t  the Impacts  on 

fo re ign  a i r l i n e s  were u n ca lcu la ted  by policy-makers.  Not a l l  Impacts 

a re  s e l f - e v id e n t .  P re fe r re d  and nonpreferred impacts  r e f e r  t o  the 

p o s i t iv e  and negat ive  consequences of  a program. No po l icy  has a l l  

p o s i t i v e  Impacts.  The p o s i t i v e  Impacts must be weighed a g a i n s t  the 

negat ive  Impacts  of  a pol icy  before  an evalua t ion  can be made about t h e  

r e l a t i v e  e f f e c t i v e n e s s  and d e s l r a b l i t y  of  the  policy. Some negat ive  

Impacts may be accep tab le  i f  t h e  p o s i t i v e  ones are preponderant  and /o r  

more Important .

C r i t e r i a  f o r  conc lus ions . A f te r  the Impacts of  deregu la t ion  

po l icy  have been eva lua ted  and placed within the model, conc lus ions  are  

drawn about  the policy . The framework serves to organize t h e  Impacts.

A simple counting of p o s i t i v e  and negative Impacts w i l l  not a c cu ra te ly  

evaluate  the  m e r i t s  of  the pol icy .  Some Impacts w i l l  be more importan t  

than o the rs ,  and they must be weighted and summed by th e i r  r e l a t i v e  

Importances. The f i r s t  c r i t e r i o n  fo r  the weighting of  impacts  Is  to  

cons ide r  how the  Impact r e l a t e s  to  the  t a r g e t  population* t h e  consumer, 

r a t h e r  than s imply being concerned with  the hea l th  and p r o f i t a b i l i t y  of  

t h e  industry.  Another c r i t e r i o n  1s the  long-term or  s h o r t - t e rm  Impacts 

of  the p o l icy  under study. Frequency, or  the number of  t im es  an Impact
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or event occurs (does the  Impact c o n s ta n t ly  occur?),  w i l l  be used as 

the f in a l  c r i t e r i o n  fo r  Judgment o f  import .  A f te r  weight ing  the 

impacts,  p re l im in a ry  conc lus ions  are drawn and p r e s c r i p t i o n s  fo r  

Improvement o f  the po l icy  are  o f fe red .

The Impact of a i r l i n e  d e r e g u la t io n  p o l ic y  1s a s sessed  by 

In v es t ig a t in g :  1) the background and h i s t o r y  o f  r e g u la t io n  o f  the 

a i r l i n e s  and the  subsequent  f i g h t  f o r  d e r e g u la t io n ;  Z) the goa ls  and 

prov is ions  o f  the A i r l in e  Deregula t ion  Act o f  1978; 3) the  f a r e s  charged 

by the a i r l i n e s ;  4) the p ro d u c t iv i t y  and e f f i c i e n c y  o f  the a i r l i n e s ;  5) 

the growth and response to d e reg u la t io n ;  6) how small communities have 

been e f fe c te d  by de regu la t ion ;  7) fuel p r i c e s  and consumption; 8) 

mergers,  a i r l i n e s  In t r o u b le  and new e n t r i e s ;  9) how a i r p o r t s  have been 

a f fe c te d  by the new freedom in choosing ro u te s ;  10) consumers; 11) 

foreign a i r l i n e s ,  and, 12) how the  a i r  t r a f f i c  c o n t r o l l e r s  s t r i k e  has 

a f f e c te d  d e r e g u la t i o n .

DESIGH OF THE STUDY 

CHAPTER TWO: HISTORY OF THE UNITED STATES CIVIL AVIATION INDUSTRY 

The second chap te r  dea ls  w i th  t h e  h i s t o r y  and e v a lu a t io n  of  

r eg u la t io n  po l icy ,  and the  background o f  the  A i r l i n e  Deregula t ion  Act of  

1978. This c h a p te r  answers such q u es t io n s  as: Why was r e g u la t io n  

necessary? Why was I t  cont inued fo r  so long? What were the  promises  of  

deregu la t ion  advocates and the warnings o f  I t s  opponents as  to  I t s  

e f f e c t s ?  Why was de reg u la t io n  pursued as  a po l icy  a l t e r n a t i v e ?

CHAPTER THREE: AIRLINE DEREGULATION; PROVISIONS AND OBJECTIVES

The t h i r d  chap te r  summarizes the p ro v is io n s  and o b je c t iv e s  of the  

A i r l i n e  Deregulat ion Act o f  1978. Program o b j e c t i v e s  a re  the  changes 

which policy-makers  expected to  br ing about  through enactment o f  the
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ADA. Irfhat was I t  they hoped to  accomplish? Of course* p o l i c i e s  may 

become d i f f e r e n t  than envis ioned  by pol icy-makers  when implemented. 

C e r ta in ly ,  the Program environment must be in v e s t ig a te d .  The support o f  

the  a i r l i n e  indus t ry  1s Im pera t ive  f o r  the  ADA t o  be su ccess fu l .  The 

next  e lement  to  be I n v e s t ig a t e d  a re  the  Program a c t i v i t i e s . The CAS, in 

implementing the ADA, s e t  p r i o r i t i e s  f o r  the  v a r ious  p o l ic y  ob jec t ives .  

This process o f  p r i o r i t i z i n g  o b je c t iv e s  may change the p o l icy ,  

emphasising or o rder ing  o b je c t iv e s  d i f f e r e n t l y  than in tended.  F ina l ly ,  

c e r t a i n  Program events  i n t e r r u p t e d  the implementat ion o f  the ADA. These 

events  Included the Air  T r a f f i c  C o n t ro l l e r s  s t r i k e  and r i s i n g  fuel  

cos ts .  These program events  w i l l  be i n v e s t ig a t e d  in  the  fo l low ing  

manner:

Air  T r a f f i c  C o n t ro l l e r s  S t r i k e  

The Air  T r a f f i c  C o n t r o l l e r s  S t r ik e  "rescued the  a i r l i n e s  from the 

ravages o f  d e reg u la t io n ,"  according to  Freder ick  Thayer, In t h i s  

s e c t io n ,  the  da ta  desc r ibed  above a re  analyzed by comparing the  pre

s t r i k e  and p o s t - s t r i k e  per iods  o f  the p o s t -d e re g u la t io n  yea rs .  I f  the 

a i r l i n e s  and t h e i r  s e rv ic e  have shown Improvement o u t s id e  previous  

p a t t e r n s  s ince the s t r i k e ,  Thayer 's  obse rva t ion  may be accura te .  The 

performance o f  Pan American and D ran i f f ,  the two a i r l i n e s  in the  weakest 

p o s i t i o n ,  serve as  cases  to  a s s e s s  the Impact o f  the a i r  t r a f f i c  

c o n t r o l l e r s  s t r i k e  on the  f in a n c ia l  cond i t ion  o f  the  a i r l i n e  industry.  

Thayer a l so  f o r e c a s t  a decrease  in r e g u la r  f a r e s  (coach and f i r s t -  

c l a s s } .

Fuel Costs

Fuel p r i c e s  rose sharp ly  sh o r t ly  a f t e r  de reg u la t io n .  These pr ice
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In c re a se s  could give a f a l s e  im press ion  ab o u t  the  e f f e c t s  o f  a i r l i n e  

deregu la t ion .  Ris ing fuel  p r i c e s  have made i t  more d i f f i c u l t  fo r  

a i r l i n e s  to  lower f a re s .  How much has f u e l  r i s en7  The p r i c e  paid f o r  

fuel  by trunk and local  s e rv ic e  a i r l i n e s  v a r i e s ,  wi th  t h e  lo c a l  s e rv i c e  

a i r l i n e s  paying more. The e f f e c t s  o f  f u e l  p r ic e s  on o p e r a t i n g  c o s t s  i s  

analyzed, using data from the CAB.

CHAPTER FOUR: ASSESSING THE IMPACTS

Measurable changes which have occur red  in  the  a r e a s  t a r g e t e d  by 

the  program o b je c t iv e s  a re  covered in  t h i s  Fourth Chapter .  The impacts  

of  deregula t ion are  assessed  in  n ine  t a r g e t s  of  ADA p o l i c y  o b je c t iv e s :

A) Fares ,  B) P ro d u c t iv i ty  and E f f i c i e n c y ,  CJ Growth and Response to 

Deregula t ion,  D) Small Community Se rv ice ,  E) Fuel Consumption, F]

Mergers, A i r l in e s  in  Trouble and New E n t r i e s ,  G) A i r p o r t s ,  H) Consumers 

and Safe ty ,  and I) Foreign A i r l i n e s .  The c a l c u l a t e d  and u n c a l c u l a t e d ,  

and the p re fe r red  and nonprefe r red ,  d imensions  of  each o f  t h e  Impacts  

provide the focus for  summary d i s c u s s io n s .

The nine t a r g e t  a r e a s  a re  i n v e s t i g a t e d  as fo l low s :

A.Fares

One of the goals of  a i r l i n e  d e r e g u la t io n  i s  to  lower  f a r e s  t h a t  

were s e t  a t  a r t i f i c i a l l y  high r a t e s  by the  CAB. Methods f o r  s e t t i n g  

r a t e s  a re  in v es t ig a te d  to  see i f  r a t e s  were a r t i f i c i a l l y  h igh.  I f  f a r e s  

have f a l l e n  s ince  the ADA, then i t  i s  a ch iev ing  i t s  p r im a ry  goal.  To 

a s c e r t a i n  i f  f a re s  have decreased,  the average  f a r e s  pe r  pas senger  m i le  

charged by the a i r l i n e s  a r e  examined. Each y e a r  s ince  1972 i s  analyzed 

to  determine 1f average f a r e s  pe r  passenger  m i le  have dropped fo r  

t ru n k s ,  local  s e rv ice  and o th e r  a i r l i n e s .  Th is  o f f e r s  an I n d i c a t i o n  o f  

the  e f f e c t  of d e reg u la t io n  on f a r e s  charged.  Another u s e f u l  i n d i c a t i o n



www.manaraa.com

of  how fores  have var ied since deregula t ion i s  the average fare charged 

per  passenger mile divided in to  d is tance  blocks. The d is tance  t raveled 

may make a difference in  the f a re  charged. The number of discounts 

a v a i lab le  since deregulat ion make any d i r e c t  comparisons of  fa res  

between c i t y  pa i r s  d i f f i c u l t  F ina l ly ,  the s t r a t e g i e s  used by the 

a i r l i n e s  since deregulat ion to  s e t  t h e i r  own fa res  and the consequences 

of those s t r a t e g i e s  are Investigated.  The data have been obtained from 

the CAB and the OFFICIAL AIRLINE GUIDE*

B.Productivity and Eff ic iency

Tra f f ic ,  or  the number of passengers using the a i r l i n e s ,  should 

have Increased a f t e r  deregulat ion.  The lower fa re s  are  expected to 

s t im u la te  an increase in the number of a i r l i n e  passengers.  The number 

of passengers can be measured by to ta l  revenue passenger miles  (the 

number of  miles t raveled by paying customers!, and by passenger load 

f a c to r s —the percentage of  seat ing capaci ty  ac tu a l ly  sold and u t i l i z e d  

(Meyer, e t  a l . ,  p,25}. "Passenger load f ac to r s  are  of ten  regarded as 

b e t t e r  Ind ica to rs  of a i r l i n e  performance than revenue passenger miles 

flown as they are a b e t t e r  measure of productiv ity"  (Congressional 

Research Service, p.25). I f  deregulat ion Is  success fu l ,  the load 

f a c to rs  should r i s e .  The Air l ine  Deregulation Act 1s expected to allow 

the a i r l i n e s  to run more e f f i c i e n t l y ,  with more passengers. Outputs of 

the a i r l i n e s  are usually  measured 1n terms of av a i lab le  s e a t  miles  and 

revenue passenger miles.  The ava i lab le  s ea t  miles  and revenue passenger 

miles  should be equal fo r  the a i r l i n e s  to be running a t  peak ef f ic iency .

Another ind ica t ion  of the changes wrought by deregula t ion  i s  the 

number of hours a i rp lanes  spend In the a i r ,  carry ing passengers* The 

more hours spent  in the a i r ,  the more e f f i c i e n t  i s  the use o f  equipment.
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An add i t iona l  i n d i c a t o r  of how e f f i c i e n t l y  a i r c r a f t  are used I s  the 

change in sea t ing  dens i ty :  the  more sea ts  in  the  a irp lane,  the more

e f f i c i e n t  1s the u t i l i z a t i o n  o f  the a i r c r a f t .

Corporate r e tu rn s  on Investment  and p r o f i t s  are also  examined. I f  

de reg u la t io n  is  s u c c e s s fu l ,  both of these should increase. Rate of

Data f o r  the  preceding were obtained from the CAB and the A1r 

Transport  Associa t ion  o f  America.

Deregulat ion was expected to s t im u la te  the growth of the a i r l i n e  

indus t ry  by a l low ing  a i r l i n e s  to  make t h e i r  own route decis ions  and by 

a l lowing e a s i e r  e n t r y  by new a i r l i n e s .  I f  the  a i r l i n e  industry shows 

growth and new e n t r i e s ,  de regu la t ion  1s meeting another of i t s  goals. 

F i r s t ,  the number o f  newly c e r t i f i c a t e d  a i r l i n e s  should Increase under 

deregu la t ion ,  e x h ib i t i n g  growth within  the industry. I f  the a i r l i n e s  

have added more ro u te s  than they have ex i ted  from, deregula t ion 1s 

s t im u la t in g  growth. Another in d ica t io n  o f  growth within the industry 

would be the number of a i r c r a f t  in service. The grea te r  the number of 

a i r c r a f t ,  the more growth would be indicated .  The growth o f  the a i r l i n e  

indus t ry  i s  a l so  demonstrated  by looking a t  the avai lable  s e a t  miles and 

revenue passenger enplanements and how much ava i lab le  sea t  miles  have 

grown s ince  p re -d e re g u la t io n  (1976). Passengers might be f ly ing  longer 

d i s tan ce s  r a th e r  than  s imply tak ing  more t r i p s .  According to  Meyer, e t  

a l . t i f  the revenue passenger  m i les  r i s e  f a s t e r  than revenue passenger 

enplanements,  passengers  a re  f ly ing  longer distances.  These are 

i n v e s t ig a te d  befo re  and a f t e r  deregula t ion to  see I f  th i s  i s  the case.

re tu rn  on investment  i s  defined as: f  net income + i n t e r e s t  expense 
\  a i r l i n e  debt + equity  " ,

C.Grqwth  and Response to Deregulation
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As a response to de regu la t ion  and the new freedom to  en te r  ro u te s ,  

a i r l i n e s  might a t tem pt  to  e s t a b l i s h  routes t h a t  are longer In d is tance .  

Fuel 1s used most quickly on landings and takeoffs .  Because of t h i s ,  

the  plane i s  most e f f i c i e n t l y  used on longer f l i g h t s  with fewer s tops. 

The f l i g h t  s tage lengths  f o r  the  trunk a i r l i n e s  and local se rv ice  

a i r l i n e s  a re  analyzed. The number of hours the a i r l i n e s  u t i l i z e  t h e i r  

equipment and the stage length miles  flown by each o f  the t runks and 

lo c a l  serv ice  a i r l i n e s  a l so  give an ind ica t ion  of how the a i r l i n e s  have 

responded since deregulat ion.  F in a l ly ,  s ince the ADA, a i r l i n e s  have the 

freedom to en te r  in to  and e x i t  from routes a t  w i l l .  This freedom has 

given them the opportuni ty  t o  " ra t io n a l ize"  t h e i r  route  systems to  

maximize the u t i l i t y  of a i r c r a f t .  The way a i r l i n e s  have responded to  

t h i s  opportuni ty  I s  discussed.

The data fo r  t h i s  s ec t ion  were acquired from the CAB.

D.Small Community Service 

Opponents o f  deregula t ion feared th a t  maqy small communities would 

lo se  se rv ice  s ince they are the l e a s t - p r o f i t a b l e  routes.  Maqy o f  the  

rou te s  to  small communities were subsidized by the government. These 

su b s id ie s  were changed by the ADA. Proponents of de regu la t ion  f e l t  t h a t  

I f  la rge  l i n e s  abandoned small communities, new commuter l i n e s  would 

emerge to  provide the needed service .  I f  small communities have 

re ta in e d  a i r l i n e  serv ice ,  deregula t ion i s ,  in t h i s  ins tance ,  success fu l .  

This aspec t  of a i r l i n e  deregulat ion Is  t e s ted  by f i r s t  looking a t  

the  aggregate numbers of depar tu res  per week by market type ( la rge ,  

medium, small and non-hubs, see Appendix E f o r  d e f in i t io n s  of hub 

types] ,  and the number o f  a v a i l a b le  seats  per week. These data  i n d i c a t e  

the  e x t e n t  to which f l i g h t s  and avai lab le  s ea t s  for  small communities
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have Increased or  decreased s ince  deregulat ion.  The number of  small 

hubs which have Increased and decreased the number of seats  a v a i lab le  

and number of  depar tures  are compared to  la rge  and medium hubs. Seats 

per  departure  are  Inves t iga ted  to  see I f  smal le r  a i r c r a f t  are serving 

small and non-hubs. This Ind ica tes  how well the small and non-hubs have 

fared  since deregulat ion.

A i r l in e s  must no t i fy  the CAB before  they discontinue serv ice  to 

small communities.  Proponents of deregula t ion  a s se r te d  t h a t  new 

a i r l i n e s ,  s t im u la ted  by the Act, would pick up any serv ice  terminated by 

the  p re sen t  a i r l i n e s .  The number of communities which have l o s t  

previously e x i s t in g  service are  inv es t ig a ted  to see whether or  not 

serv ice  has been subsequently continued or  has remained discontinued.  

Communities gaining competi t ive  serv ice  where none ex is ted  before 

deregula t ion are a l so  Invest igated.

Another f a c e t  of  the loss  of  serv ice  to  small communities Involves 

the government subsidies  paid to a i r l i n e s  providing serv ice  to  c e r t a in  

unpro f i tab le  routes.  The method of  subsid iz ing  these unp ro f i tab le  

routes  has changed with deregulation. These changes may be of 

Importance to  the decis ion of  a i r l i n e s  to  continue or discontinue 

serv ice  to c e r t a in  communities. The a i r l i n e s  receiving subs id ies  are 

sc ru t in ized  to  see what type of  a i r l i n e s  serve small communities.  This 

In d ic a te s  the type of  service  a v a i lab le  to  these communities. The 

r e l a t i v e  l ev e l s  of subsidies  are a lso  s tudied to determine I f  

deregula t ion  i s  more c o s t ly  than regu la t ion  in  terms of  subsidies .

A f ina l  cons idera t ion  o f  the loss  of  service to small communities 

i s  the Issue of  community acceptance of commuter a i r l i n e s .  Most of  the 

replacements of a i r  serv ice  a re  by commuter a i r l i n e s ,  The commuter
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a i r l i n e s  use smal ler ,  more f u e l - e f f i c i e n t  a i r c r a f t  to serve the small 

community. These smaller  a i r c r a f t s  may be perceived by the community as 

being unsafe or less  desirable  than the l a r g e r  a i r c r a f t  t h a t  previously 

served them. I f  the public accepts  the commuters,  the number of 

enplanements (number of passengers boarding) should remain constant or 

Increase in the period of t ime p r io r  to deregula t ion  a t  the points where 

commuters have replaced la rge r  a i r c r a f t .  Data have been obtained from 

the CAB.

E:Fue1 Consumption 

Conservation has ar isen as an important  Issue in the 1970's and 

1980's. Opponents o f  deregulation claimed t h a t  deregula t ion would be 

wasteful because a i r l i n e s  w il l  f ly  more p lanes  than needed. Supporters 

f e l t  t h a t  the market would control  the consumption of fue l .  I f  more 

fuel i s  being used per enplanement since deregulat ion ,  deregula t ion i s  

proving to be wasteful of precious fuel resources.  A i r l in e s  might t ry  

to combat the use of fuel by purchasing more f u e l - e f f i c i e n t  a i r c ra f t .

The purchases of more f u e l - e f f i c i e n t  a i r c r a f t  i s  inves t iga ted  as a 

response to fuel consumption.

F.Hergers, Air! ines  In Trouble and Hew E n t r ie s  

One of  the goals of a i r l i n e  deregula t ion was to s t im u la te  the 

entry of new a i r l i n e s  into the market. I f  more a i r l i n e s  are entering 

the market,  i t  i s  reaching t h i s  goal. The opponents of deregulation 

feared the loss  of many a i r l i n e s  and the c rea t io n  of a monopolistic 

s i tu a t io n ,  s ince the CAB would no longer control  the e n t r i e s ,  mergers 

and e x i t s  of a i r l i n e s .  The e n t r i e s ,  mergers and ex i t s  o f  a i r l in e s  from 

the Industry  are invest igated  to determine the  Impact o f  deregulation. 

Several a i r l i n e s  are reporting record losses  and several have f i l ed  for
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reorganization. I f  p r o f i t s  have dropped cons iderab ly  a f t e r  d e reg u la t io n  

in some of these a i r l i n e s  in t ro u b le ,  de reg u la t io n  may be r e sp o n s ib le  

f o r  a t  l e a s t  p a r t  of t h a t  decline.  The p re se n t  p a t t e r n  o f  p r o f i t s  fo r  

the industry a re  compared to  the p a t t e r n  o f  p r o f i t s  o f  e a r l i e r  t im es  of 

favorable  and unfavorable economic condi t ions .

A ir l ines  involved in mergers a r e  i n v e s t ig a te d .  Mergers c r e a t e  

fewer a i r l i n e s  and more s i t u a t i o n s  o f  indus t ry  concen t ra t ion .  I f  the 

number o f  a i r l i n e s  i s  dec l in ing  s in ce  de reg u la t io n  due to  mergers  and 

e x i t s ,  deregulation i s  f o s t e r in g  Indus t ry  co ncen t ra t ion  r a t h e r  than 

s t im ula t ing  competi tion in  the  a i r l i n e  Industry.  Information  has been 

gained from the CAB as well as from the a i r l i n e s  a f f e c t e d  by e n t r i e s ,  

mergers and e x i t s  and those f in d in g  themselves  in  economic d i f f i c u l t i e s .

G.Airpor ts

Many a i r p o r t s  have been overburdened by the  new freedom o f  

a i r l i n e s  to en te r  markets a t  w i l l .  Others are u n d e r u t i l i z e d  because of 

the  loss  of service . Overburdened a i r p o r t s  a re  no t  meeting consumer 

needs and the underu t i l ized  a i r p o r t s  are f in a n c ia l  burdens on t h e i r  

communities.

I f  the number o f  a i r p o r t s  has r i s e n  s ince de reg u la t io n ,  d e re g u la t io n  has 

s t im ula ted  the bui ld ing of  a i r p o r t s .  The expansion o f  a l read y  

es tab l i shed  a i r p o r t s  i s  a l s o  considered.  Although da ta  on a i r p o r t s  was 

not read i ly  accessable  fo r  the purpose o f  t h i s  d i s s e r t a t i o n *  the  a f f e c t  

o f  the ADA Dn a i r p o r t s  must s t i l l  be considered,  however b r i e f l y .

Some opponents of de reg u la t io n  feared  t h a t  the f in a n c in g  o f  

a i r p o r t  construct ion would become more d i f f i c u l t  because o f  the 

uncer ta in ty  of the market,  caused by the a b i l i t y  of a i r l i n e s  to  f r e e l y  

en te r  and e x i t  routes. I f  f inanc ing  has become more d i f f i c u l t ,  then
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deregu la t ion  i s  not b en e f i c i a l  fo r  the  a i r p o r t s .  A i rp o r t  c o n s t ru c t io n  

co s ts  and a v a i l a b i l i t y  o f  f inancing  a re  examined using da ta  and o th e r  

in form at ion  obtained from the American A sso c ia t io n  of A i rp o r t  

Execut ives,

H. Consumers and Safe ty  

A i r l i n e s  provide a serv ice .  The consumers of t h a t  s e rv ic e  should 

be the most im portan t  co n s id e ra t io n  when making po l icy  dec is ions  r e l a t e d  

to t h a t  s e rv ice .  A i r l in e  de reg u la t io n  was to  have lowered f a r e s ,  making 

i t  cheaper f o r  consumers to t r a v e l .  Fares a re  not the  only 

c o n s id e ra t io n  when u t i l i z i n g  a i r  t r a v e l .  S e rv ic e ,  inc lud ing  baggage 

handling, i n - f l i g h t  meals and o ther  accommodations, t r e a tm e n t  by t i c k e t  

agents* comfort* and delays , as well  as s a fe ty  a re  major c o n s id e ra t io n s  

o f  those t r a v e l in g  by a i r .  I f  d e reg u la t io n  i s  causing the q u a l i t y  of  

se rv ice  to  d e c l in e ,  the consumer s u f f e r s .  Even the low es t  f a re  cannot  

make up f o r  undependable, unsafe o r  uncomfortable  condi t ions .

To i n v e s t i g a t e  the q u a l i t y  o f  se rv ice  o f f e r e d  by the  a i r l i n e s ,  a 

comparison i s  made o f  the  number o f  complain ts  f i l e d  w i th  the  CAB by 

passengers  before  and a f t e r  de regu la t ion .  The types  of com pla in ts  are 

ca tegor ized  and in v e s t ig a te d  u t i l i z i n g  data obtained from the CAB and 

the Consumer Action P ro je c t ,  the i n t e r e s t  group of a i r l i n e  consumers.

E s t im a tes  of how much consumers have saved since d e re g u la t io n  are  

presented a s  an in d i c a t io n  of how consumers have b e n e f i t ed  from the ADA. 

The number o f  d a i ly  changes in  f l i g h t  schedules  and f a r e s  i n d i c a t e s  

the  amount o f  confusion caused by the Act and freedom i t  has fos tered .

Another v a r i a b le  which a f f e c t s  the consumer 1s the s a f e ty  o f  the  

Industry,  Maqy Industry I n s id e r s  and observers  are voicing concern 

about the lessen ing  o f  sa fe ty  p recau t io n s  taken by the a i r l i n e s .
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A i r c r a f t  f a t a l i t y  and acc iden t  ra tes  a re  I n v e s t ig a te d  along w i th  the  

charges t h a t  s a fe ty  has become a lower p r i o r i t y  of  t h e  a i r l i n e s .  Data 

were obtained from the  FAA and Congressional hearings.

I .Foreign A i r l i n e s  

Foreign a i r l i n e s ,  espec ia l ly  those  1n the Third World, were 

e s ta b l i s h e d  and financed under the assumption t h a t  a i r l i n e  r e g u l a t i o n  in 

the United S ta t e s  would continue. As P e t e r  Wolf w r i t e s ,  "The ab rup t  

d ismant l ing  o f  the o ld  a i r  t r a n s p o r t a t io n  order  was plunging many 

a i r l i n e s ,  e s p e c ia l ly  In the Third World, In to  d i f f i c u l t i e s ,  as they a re  

too small or  a re  no t  su i tab ly  organized to  e x i s t  under d e regu la t ion ."  

A i r l in e s  serving A t la n t i c  and P ac i f ic  rou te s  are i n v e s t i g a t e d ,  as well  

as the  general performance of  the i n t e r n a t io n a l  a v i a t i o n  in d u s t ry .  Data 

f o r  t h i s  segment o f  the  ana lys is  were ob ta ined  from t h e  CAB, and the 

In te rn a t io n a l  Air  Transport  Associat ion.

CHAPTER FIVE; SUMMARY AMD CONCLUSIONS

The f in a l  chap te r  of t h i s  study summarizes and sy n th e s iz e s  the 

c a lc u la te d  and uncalcula ted ,  p re fe r red  and nonpreferred  Impacts,  so t h a t  

by tak ing  In to  account  the program o b je c t iv e s ,  environment,  a c t i v i t i e s  

and events ,  some t e n t a t i v e  Judgements about the  success  of  the ADA may 

be made. Recommendations w i l l  be o f f e r e d  as well.

The judgement of  success depends p r im a r i ly  upon whether  and to  

what e x te n t  the  Act 1s serving the consumer, not  s im ply  the 

p r o f i t a b i l i t y  of  the  industry.  Af ter  a l l ,  the a i r l i n e s  e x i s t  p r im a r i l y  

to  s e rv e .



www.manaraa.com

CHAPTER TWO: HISTORY OF THE UNITED STATES CIVIL AVIATION INDUSTRY



www.manaraa.com

25

Before d i scu s s in g  the h i s t o r y  o f  t h e  a i r l i n e  industry  and 

r e g u l a t i o n  p o l icy ,  some d e f i n i t i o n s  and ex p lan a t io n s  a re  1n order.

F i r s t ,  the  ques t ions  of what r e g u la t io n  i s  and why i t  1s Imposed in 

g enera l ,  and why i t  was imposed upon the  a i r l i n e  Industry  s p e c i f i c a l ly ,  

must be answered. Regulat ion i s  "b es t  def ined  as  a s ta te - im posed  

l i m i t a t i o n  on the  d i s c r e t i o n  t h a t  may be ex e rc i sed  by Ind iv idua ls  or 

o rg a n iz a t io n s ,  which i s  supported  by the  t h r e a t  o f  sanction" {Stone, 

1982, p.lD), In the  case o f  the a i r l i n e s ,  t h i s  means t h a t  befo re  fares  

were re g u la te d ,  depending upon market  c o n d i t io n s  and o ther  

v a r i a b l e s ,  a i r l i n e s  could s e t  t h e i r  own f a r e s  and e s ta b l i s h  se rv ice  

rou te s  as they wished. Once under r e g u l a t i o n ,  they l o s t  th i s  

d i s c r e t i o n a r y  power and were fo rced  to s e t  f a r e s  a t  l e v e l s  determined by 

the Civi l  Aeronau t ics  Board (CAB) and to p e t i t i o n  the regu la tory  agency 

fo r  access  to  a i r  se rv ice  markets  ( rou tes ) .  This government power to 

impose f a re s  and decide  who would s e rv ic e  ro u te s  was backed by the 

sanc t ion  o f  having CAB-granted c e r t i f i c a t i o n  withdrawn.

In order  to  understand r e g u la t io n ,  i t  i s  b e s t  considered as a 

p u b l ic  po l icy  a l t e r n a t i v e .  P e te r  0. S t e i n e r  p resen ts  a useful framework 

fo r  d i scu s s io n  o f  reg u la t io n .  He d i s c u s s e s  r eg u la t io n  in terms of  

"public  goods." Publ ic  goods a re  "any goods o r  s e rv ices  which are  'de 

f a c t o 1 provided f o r  o r  subs id ized  through government budget finance" 

( B i r d s a l l ,  p.238), Therefore , any p u b l ic ly  induced or  provided 

c o l l e c t i v e  good 1s a publ ic  good according  to  S te iner ,  Public provision 

1s a s u f f i c i e n t  though not  necessary  co n d i t io n  f o r  public  goods.

P r i v a t e  p rov is ion  through government g r a n t s  or subs id ies  i s  a 

p o s s i b i l i t y  as  well .

Pub l ic  goods are  c rea ted  when demands a r i s e  from the pub l ic  for
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provision of c e r t a i n  goods and se rv ices  in a way th a t  i s  d i f f e r e n t  from 

provision by the unhampered p r iv a te  market.  The pub l ic  must be w i l l ing  

to p^y fo r  those goods and se rv ices  through publ ic  funds. These public 

goods require  1} an appreciable  d i f f e ren ce  In e i t h e r  quan t i ty  or qua l i ty  

between i t  and the a l t e r n a t i v e  the p r iv a te  market w il l  produce, and 2) a 

viable  demand for  the  d i f fe rence  which m^y be p r iv a te ly  or public ly  

provided ( S t e i n e r ,  p.7).

There are th ree  types o f  public  goods which meet the above c r i t e r i a

1} those a r i s in g  from i n t r i n s i c ,  perhaps technical c h a r a c t e r i s t i c s  
of spe c i f i c  goods t h a t  r e s u l t  in e x t e r n a l i t i e s  t h a t  are not 
e f f e c t iv e ly  marketed,

2)  those a r i s i n g  from imperfect ions  in market mechanisms ra the r  
than In the na ture  of goods and s e rv ice s  themselves , and

3) those a r i s i n g  from concern with the  q u a l i ty  o r  nature  of the 
environment r a th e r  than a spec ts  of p a r t i c u l a r  goods or markets 
( S t e i n e r ,  p.9).

Issues which a r i s e  in the dec is ion  about  whether a p a r t i c u la r  

co l lec t iv e  good ought to become a public  good arer whether the free 

market provision o f  the good i s  impossible ,  im p ra c t i c a l ,  c o s t ly  or 

simply unwanted; why does the group demanding public p rov is ion  f ind the 

free market a l t e r n a t iv e  undes irab le ;  who w i l l  b en e f i t  i f  t h i s  good 

becomes a public good; whether the b e n e f i t s  of public provis ion of the 

good (regulat ion)  w i l l  outweigh i t s  cos ts?

Regulation a c tu a l ly  r e fe r s  to two d i f f e r e n t  types  of governmental 

powers, the au th o r i ty  to  regu la te  p r ic e s  and p r a c t i c e s  of producers and 

the author i ty  to promote commerce through g ra n t s  and subs id ies .  The 

national government has used both o f  these  powers on the a i r l i n e  

industry.

Typically ,  the regu la t ion  o f  goods and se rv ices  i s  l e f t  to 

independent regu la to ry  agencies.  These agencies  are c rea ted  to bridge
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the two worlds of  p o l i t i c s  and economics (Kohlmeler, p.9). Independent 

regulatory  agencies are t y p i c a l l y  governed by b lp a r t l s a n ,  multi-metnbered 

boards, the members of which number between th re e  and nine. Board 

members are  appointed by the p res iden t  with the advice and consent of 

the Senate. The pres iden t  does not have removal power over board 

members. Terms of the members are longer  than p r e s id e n t ia l  terms, 

usual ly  f ive  to fourteen yea rs  in  length. Although considered executive 

agencies,  Independent regu la tory  commissions a lso  maintain quasi-  

l e g i s l a t i v e  and q u as i - ju d ic ia l  powers.

I f  regula t ion i s  chosen as a policy a l t e r n a t iv e ,  there  are several 

problems pol icy-makers must consider.  Implementation of  regu la t ion  i s  

d i f f i c u l t  and cos t ly .  Regulation 1s " inherently  incapable of  bringing 

the system to  a Pareto--opt imal  solution.. .  because regu la t ions  are 

inherent ly  in f lex ib le"  {Otto Davis in Haveman and Hargol ls,  p. 10?}. I f  

r egu la t ions  are In f l e x ib le  and d i f f i c u l t  to  comply with, they are eas i ly  

ignored, which leads  to a s i t u a t i o n  where the industry Is p ro tec ted  from 

the p r iva te  market y e t  i s  unregulated.

The agency Is  l i k e ly  to be captured by the industry  i t  i s  

regulating.  The "experts" are usua l ly  those who have worked f o r  the 

industry ,  c rea t ing  a "revolving door" where industry people a re  h ired to 

regula te ,  they then re tu rn  to  the industry when th e i r  terms with the 

agency are completed.

Legis la t ion  1s of ten  vague when i t  reaches the agency. This gives 

the bureaucrats subs tan t ia l  d i s c re t io n  1n Implementation. Conf l ic t ing  

objec t ives  are common In l e g i s l a t i o n ,  again allowing f o r  wide 

bureaucra tic  d i sc r e t io n  In decision-making.

In d iscuss ing regu la t ion ,  i t  must be understood t h a t  although
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r e g u la t io n  i s  not the only a l t e r n a t iv e  for providing publ ic goods, i t  

has been widely used by the public  sector .  The I n t e r s t a t e  Commerce 

Commission (ICC) became the f i r s t  Independent regulatory commission on 

the n a t iona l  leve l  in 18B7. The s ta t e s  had regulated c e r t a in  sec tors  of  

the market p r io r  to 1807. The "era of  regulation" continued through 1916 

and saw the  c r e a t io n  o f  the Federal Trade Commission (FTC) and the 

Federal Reserve Board (FRB), and the passage of  the Sherman A n t i t ru s t  

Act  and t h e  Food and Drug Act  (S tone,  p.30). The 1920's saw a change in 

the p r e v a i l in g  philosophy; the public put more f a i th  in  p r iva te  

vo lun ta ry  agreements between businessmen than in  governmental 

in te rv e n t io n .  However, no s ig n i f i c a n t  s ta tu te s  were repealed or  

changed, in f a c t ,  some new regula t ions  were passed during th i s  decade.

Confidence in the f re e  market was shaken by the Great Depression. 

The pub l ic  demanded t h a t  the government regulate  the market to s t im ula te  

recovery  and to p r o t e c t  the economy and Individuals ag a in s t  the 

recurrence  o f  s i m i l a r  economic depressions. Regulation remained popular 

through the  l a t e  1960's. This era saw the creat ion of the National 

I n d u s t r i a l  Recovery Act ( l a t e r  declared uncons t i tu t ional ) ,  the Federal 

Communications Commission (FCC), the Secur i t ie s  and Exchange Commission 

(SEC), the Civil  Aeronautics  Board (CAB), the Federal Deposit Insurance 

Corporation (FDIC), the Federal Home Loan Bank Board (FHLB), the 

National Labor Re la t ions  Board (NLRB), the Atomic Energy Commission (now 

the Nuclear Regulatory Commission (NRC)), and the Federal Aviation 

Adm inis t ra t ion  (FAA), Fueled by Ralph Nader and his  supporters ,  the 

l a t e  1960's saw the r i s e  of  consumer demands. The Government's response 

to  these I ssues  was the c rea t ion  of the Environmental Pro tec t ion  Agency 

(EPA), the Consumer Product Safety Commission (CPSC), the Occupational
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Safety and Health Administrat ion (OSHA), and the n a t iona l  Highway and 

T ra f f i c  Safety Adminis t ra t ion  (NHTSA). By the mid-1970'5* however, 

the re  was a growing opposi t ion to reg u la t io n ,  e s p e c i a l l y  from 

Washington* The economy was slowing down and governmental r egu la t ion  

was blamed fo r  impeding growth.

Regulation has been used as  the remedy fo r  severa l  d i f f e r e n t  types  

o f  "market f a i lu r e s . "  A market f a i l u r e  i s  defined as an episode In 

which the f ree  market does not e f f i c i e n t l y  regu la te  the  optimum use of  

resources.  E f f ic iency  may be thought o f  In both a techn ica l  sense and a 

welfare  sense. Technical e f f ic ien cy  "measures output  through d i f f e r e n t  

production techniques employing Id en t ic a l  Inputs." Welfare e f f i c ie n c y  

"requires  t h a t  each resource  must be employed in I t s  most product ive  

a l t e r n a t iv e  use" (Stone, p.67). In o ther  words, an Indus t ry  may be 

tech n ica l ly  e f f i c i e n t ,  producing goods in the most c o s t - e f f e c t i v e  manner 

and using the b e s t  product ion techniques and y e t  be I n e f f i c i e n t  in  a 

welfare  sense. The welfa re  Ineff ic iency  may r e s u l t  from u t i l i z i n g  

inputs  ( c a p i t a l ,  labor ,  equipment and raw m ater ia ls )  to  produce an 

unnecessary or harmful product. These Inputs could have been pu t  to  

b e t t e r  uses. Regulat ion may be used to  c o r re c t  e i t h e r  technica l  or 

welfare  I n e f f i c i e n c i e s ,  o r  both.

Economic r eg u la t io n  has been aimed a t  preventing and c o r re c t in g  

In e f f i c i e n c i e s ,  such as monopolies, whether natural o r  c o l lu s iv e ,  a t  

p ro tec t ing  and a s s i s t i n g  In d u s t r ie s  to  promote the f u l l  use of  

resources,  and a t  coordinat ing  In d u s t r ia l  and economic a c t i v i t i e s .  

Monopolies a re  considered  to  be i n e f f i c i e n t  fo r  both w e l fa re  and 

technical  reasons. Monopolies do not encourage Innovation or the most 

e f f i c i e n t  use o f  resources  1n production. Regulations aimed a t
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pro tec t ing  new In d u s t r ie s  may be j u s t i f i e d  in a technical  sense to 

assure th a t  the industry  1s e f f i c i e n t l y  using resources and in  a welfare 

sense to assure  t h a t  the Industry puts resources to  t h e i r  b es t  use. 

Regulation for  the purpose of  coordina t ion  seeks to Insure  th a t  

resources and a c t i v i t i e s  are used and d i re c ted  op t im al ly  toward the 

achievement of  spec i f ied  ob jec t ives .

Public u t i l i t i e s  are examples of  na tura l  monopolies. Government 

agencies e s tab l i shed  to  regu la te  u t i l i t i e s  have j u r i s d i c t i o n  over r a te s ,  

accounting p rac t i c e s ,  l i cens ing ,  Improvements, serv ice  s tandards, 

sa fe ty ,  f inancia l  p ra c t ic e s  and serv ices  fStone, p.68). Public 

u t i l i t i e s  are natural  monopolies because the se rv ices  they provide are 

most e f f i c i e n t l y  produced by a s ing le  firm. According to  Stone, a 

natural monopoly i s  an e n te r p r i s e  t h a t  supplies ,  d i r e c t l y  or  i n d i r e c t ly ,  

continuous or repeated serv ices  through more or l e s s  permanent physical 

connections between supp l ie r1* p lan t s  and the premises of consumers.

The bargaining power of  most consumers r e l a t i v e  to the su p p l ie r  of the 

service 1s low. The services  tend to be n e c e s s i t i e s  fo r  which there  

usually  are  no c lose  s u b s t i t u t e  products or  services .  In addition* 

services  are not s to rab le  and a re  not t r a n s fe rab le  from one customer to 

another. Regulation Is  necessary because the re  are no a l t e r n a t iv e s  to 

the service o f fered  by the monopoly. Monopolies are  not always n a tu ra l ,  

they may be coerced or d e l ib e r a te ly  planned by those involved In 

business .

Government regu la t ion  I s  a l so  employed to  coordinate  an industry. 

Examples of coordinat ion include regula t ion  of  a i r l i n e  s a fe ty  and 

regula t ion  of t e l e v i s io n  and radio. In some In d u s t r ie s ,  i t  i s  more 

e f f i c i e n t  fo r  the government to  step in and coordinate the d i f f e r e n t
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aspects  of the Industry than to  allow the market to control the 

industry. The market may not he able to accomplish the coordinat ion 

necessary to  cer ta in  indust r ies .  The Federal Communications Commission 

{FCC) coordinates the te lev i s io n  and rad io  indust r ies .  Without such 

coordination,  s ta t ions  might assume the  same ca l l  l e t t e r s ,  broadcast on 

the  same or closely located f requencies  or t ry  to block the 

t ransm iss ions  of competitors. The Federal Aviation Administration iFM) 

performs a s imilar  coordination funct ion fo r  the a i r l i n e s  and a i r p o r t s ,  

providing coordination o f  scheduling and ru le s  governing safety.

The final  category of regula t ion is  promotional regulat ion.  Regulation 

i s  used to promote ce r ta in  important  in d u s t r ie s ,  allowing them to 

cont inue or  grow without competition or with r e s t r i c t e d  competition. As 

Stone po in ts  out, promotional regu la t ion  cannot be considered to be 

permanent. After the Industry  has matured or s ta b i l i z e d ,  i t  can no 

longer  be j u s t i f i e d  1n terms of promotion.

The regulation of the a i r l i n e  industry  can be J u s t i f i e d  for  

promotional reasons. The Civil Aeronautics Act acknowledges the 

importance of  the a i r l i n e s  in the national defense and mail ca r r iage .

The Act discourages new en tran ts  in to  the industry by requiring the 

Civ 11 Aeronautics Board (CAB) to  c e r t i f y  them. I t  was f e l t  tha t  by 

p ro tec t ing  the exis t ing c a r r i e r s ,  domestic and in terna t ional  commerce 

would be furthered {Stone, p .86). In order to p ro te c t  and promote the 

f ledgling  a i r l i n e  industry,  the CAB was given the power to s e t  f a r e s  and 

to regula te  scheduling, routes  and q u a l i ty  of  service.

Many of the opponents of the A ir l ine  Deregulation Act (ADA) 

claimed t h a t  regulation of the a i r l i n e  industry  was necessary because 

the a i r l i n e s  cons t i tu te  a natural monopoly. According to Lucil le  S.
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Keyes's study of the  Civil  Aeronautics  Act, however,  t h i s  j u s t i f i c a t i o n  

for  regu la t ion  was n o t  a fac to r  1ji the c r e a t i o n  o f  the  CAB (Keyes, 1951, 

p .85),

The a i r l i n e  Industry  Is an Indus t ry  s u i t e d  f o r  com pet i t ion .  The 

national government had created  a c a r t e l  s i t u a t i o n  under r e gu la t ion .  

Regulation, as Kohlmeler po in ts  out* can be success fu l  In a re a s  where 

monopolies or  near monopolies e x i s t .  The a i r l i n e  Indus t ry  i s  no t  one o f  

these industr ies .  Some par ts  o f  the United S t a t e s  may only have se rv ice  

from one a i r l ine*  c re a t in g  a monopoly s i t u a t i o n ,  bu t  t h i s  could be d e a l t  

with using other  a l t e r n a t i v e s  bes ide  the  r e g u la t io n  o f  the  e n t i r e  

industry. When regu la ted ,  i n d u s t r i e s  en joy  nea r  complete  Immunity from 

a n t i - t r u s t  laws. Kohlmeler c la im s  t h a t  a n t i - t r u s t  laws a re  more 

successful a t  deal ing with market f a i l u r e s  than  1s reg u la t io n .

Hot only did domest ic a i r l i n e s  escape c o m p e t i t io n ,  the 

in t e rn a t io n a l s  formed a c a r te l  t o  e l im in a te  p r ic e  com pet i t ion .  Ninety 

"Foreign Flag A i r l in es "  met twice a y e a r  under the  ausp ices  of the  

In te rna t ional  Air Transporta t ion  Associa t ion  (IATA), to  s e t  r a t e s  on 

in te rna t iona l  routes.  IATA had the  a u th o r i t y  to  f in e  members who did 

not comply.

The a i r l i n e  Industry  e x i s t e d  In a very s t r u c t u r e d  and p ro tec ted  

environment un t i l  1978, As we w i l l  d i scuss  i n  the  fo l lowing  sec t ion ,  

regula t ion of  the a i r l i n e  Indus t ry  was i n i t i a t e d  a t  the  incep t ion  o f  the  

Industry and had remained in e f f e c t  f o r  over f o r t y  yea rs .  The market 

was viewed as an unwanted a l t e r n a t iv e .  In o rd e r  to  f u r t h e r  the  growth 

of the Industry  and ensure the d e l iv e ry  o f  mall and as a t i e  In with 

national defense* reg u la t io n  was thought to  be the b e s t  a l t e r n a t i v e  to  

the unfe t te red  marketplace. The public  was to  b e n e f i t  from the
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es ta b l i sh m en t  o f  a n a t io n a l  a e ro n a u t ic s  system, however, the  g r e a t e s t  

b e n e f i t  ev en tua l ly  may have accrued to  the  in d u s t ry  I t s e l f .

The c a l l  f o r  r e g u la to ry  reform has been a r e c u r r e n t  theme 

throughout  American h i s to ry .  I t  has been the  b a t t l e  cry of  those 

opposing governmental i n t r u s i o n s  s in c e  the l a t e  197D's. In the  lexicon 

of  r egu la to ry  reform, d e reg u la t io n  r e f e r s  t o  economic m a t t e r s  such as 

r a t e s ,  rou tes  o r  en t ry  b a r r i e r s  (Stone, p,250). Deregula t ion  has been 

ap p l ied  most ly to  the  t r a n s p o r t a t i o n ,  communication and banking 

in d u s t r i e s ,  "Overregulat lon" i s  used to  r e f e r  to  the  a r e a s  o f  h ea l th ,  

s a fe ty  and consumer a f f a i r s .

I t  i s  a misconception to  be l ieve  t h a t  de reg u la t io n  means the 

complete  withdrawal  o f  government i n t e r v e n t i o n  and a complete  r e tu rn  to  

market mechanisms. Indeed* more o f te n  d e re g u la t io n  denotes  e i t h e r  the 

reduct ion  o f  r e g u la t io n s  or exchanging o f  one s e t  o f  r e g u l a t io n s  for  

another  s e t .  In the  case  o f  a i r l i n e  d e r eg u la t io n ,  the  r e g u la t io n s  

placed  upon the a i r l i n e s  have been seve re ly  r e s t r i c t e d .  The demise of  

the CAB does not  mean t h a t  a l l  a i r l i n e  r e g u la t io n  w i l l  come t o  an end. 

C e r ta in  CAB fu n c t io n s  w i l l  be t r a n s f e r r e d  to  o th e r  agenc ies ,  

p a r t i c u l a r l y  the FAA. The banking in d u s t ry ,  to use an o th e r  example, has 

seen many o f  the  r e g u la t io n s  of the  p a s t  phased out* b u t  new ones 

r e g u la te  o th e r  a sp e c t s  o f  the banking in d u s t ry ,  as provided by the 

F inancia l  I n s t i t u t i o n s  and Monetary Control Act o f  1980.

HISTORY OF THE AIRLINE INDUSTRY IM THE UNITED STATES 

Regulation by the  government began a t  the  very In cep t ion  o f  

commercial a i r  t r a n s p o r t a t io n .  The o r ig i n s  of r e g u la t io n  can be t r a c e d  

to  1916 when the  United S t a t e s  P o s t  O ff ice  provided funds to  p r iv a te  

a i rp la n e  owners to  c a r ry  a i r  mall .  The f i r s t  c o n g re s s to n a l ly  approved
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a i r  mail se rv ice  was organized on May 15, 1918, us ing U.S. Army p i l o t s  

and a i r c r a f t .  This service came under Post O f f ice  co n t ro l  i n  August of  

1918 and was known as the U.S. Aer ia l  Mall Serv ice .  P r i v a t e  a i r c r a f t  

owners continued to  be subs id ized  fo r  ca r ry in g  mall. At f i r s t *  

passenger  a i r  t r a n sp o r t a t io n  cou ld  not  compete w ith  ground 

t r a n s p o r t a t io n .  Early ven tu res  In  a i r  passenger  s e rv i c e  were r a r e ly  

s u cc e ss fu l ,  but  once a i r  mail s e r v i c e  was e s t a b l i s h e d  the  p o t e n t i a l  fo r  

passenger  a i r  t r a v e l  a lso was recognized. By 1985, t h e  P o s t  O ff ice  had 

developed landing s i t e s  and I n s t a l l e d  a system of  n ig h t  l i g h t i n g  from 

hew York to  San Francisco {Davies, 1972, p.18). The a v a i l a b i l i t y  o f  

P o s t  Office funds s timulated the  growth of the  commercial a i r  

t r a n s p o r t a t i o n  industry ;  companies began to f i l l  e x t r a  space on a i r c r a f t  

w i th  passengers.

Because of t h i s  ea r ly  In f luence  o f  the P o s t  O ff ice  on th e  Air 

T ra n p o r ta t io n  Industry,  the a u t h o r i t y  of  government t o  r e g u l a t e  the 

Indus t ry  seemed to  be expected r a t h e r  than ques tioned  by th e  publ ic .

The f i r s t  major l e g i s l a t i o n  to  a f f e c t  the a i r l i n e s  was the C o n t ra c t  A ir  

Mail Act of  1925, Commonly known as  the Kelly Act, i t  molded the  f u tu r e  

of  the  a i r l i n e  Industry {Meyer, e t  a l . ,  1981, p. 14). The K e l ly  Act 

empowered the Postmaster  General to  award a i r  mail c o n t r a c t s  t o  p r i v a t e  

a i r l i n e s ,  with compensation t i e d  to  the number of  u n i t s  of  mail c a r r i e d .  

The 1926 Amendment to the Kelly  Act t i e d  compensation to  poundage. 

However, the poundage system was abused by th e  a i r l i n e s  because pos tage 

was less  than compensation. Some a i r l i n e s  mai led  packages back and 

f o r t h  to add poundage. P r e s id e n t  Herber t  Hoover and P o s tm a s te r  General 

Will iam Folger  Brawn became concerned with th ese  abuses and th e  

d iso rgan ized  coverage of rou te s .  The ir  concern led  to  the Waters Act o f
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Apri l ,  1930, the l a s t  amendment to the Kelly Act, The Haters Act 

o f fered  Incent ives  fo r  f lying longer  rou tes  and authorized the 

Postmaster  General to decide who could make b ids  on con trac ts .  The 

Postmaster  In s i s te d  th a t  bidders have e s ta b l i sh e d  routes and t h a t  they 

had flown those routes fo r  more than s ix  months. He a lso  required n ight  

f ly in g  experience. The Haters Act thus  made entry  Into the  Industry 

more d i f f i c u l t .  Brown used his  a u th o r i ty  to  enlarge the a i r l i n e  system. 

He avoided competit ion and at tempted to " s t ream line  and r a t io n a l i z e "  the 

industry  (Meyer, e t  a l . ,  p.16). By 1933, 94£ of  the  compensation paid 

to  con trac to rs  went to  the "B1g Four" afr11nes--United A i r l in e s ,

American Airlines* Trans World A i r l in e s ,  Eastern A ir l ines  {Meyer, e t  

a l . ,  p. 16), Without Brown, there probably would have been mary more 

companies en ter ing  the market.

Congress inves t iga ted  repo r ts  o f  i r r e g u l a r  p rac t ices  by Postmaster 

Brown and as a r e s u l t  of these f ind ings ,  P re s id en t  Franklin  0, Roosevelt  

canceled the  Air Ma11 Contracts In February, 1934. He ordered the U.S. 

Army Corps to continue a i r  mail service.  This 111-equipped and 

untrained a i r  mall service las ted  fo r  two months. Roosevelt  then 

ordered th a t  compet i t ive bids be taken fo r  temporary contracts .  The 

"Big Four" were the only companies with the  equipment and s t a f f  capable 

of carry ing the mail by a i r ,  so they again received the bulk of  the 

con trac ts .  The Black-McKellar Act of 1934 extended the temporary 

c o n t ra c t s  and allowed fo r  subsequent extens ions . Contract r a te  s e t t i n g  

r e sp o n s ib i l i ty  was given to the I n t e r s t a t e  Commerce Commission In 1935.

Congress d e a l t  with the awarding of  c o n t ra c t s  fo r  a i r  mail service 

in  a more permanent way by passing the Civi l  Aeronautics Act in 1938.

The Act was conceived In an environment deeply a f fec ted  by the Great
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Depression. The t re n d  e t  the t ime was to  e l im in a te  “excessive" or 

" c u t t h r o a t 11 com pe t i t ion  which was thought to  be wasteful (Meyer, e t  al . ,  

p.17). There a l so  was perceived a need to  c lo se ly  regu la te  an Industry 

as heav i ly  subs id ized  with federa l  funds as was the a i r l i n e  Industry. 

Companies could use s u b s id ie s  to  make up c o s t  d i f fe rences  when bidding 

below c o s t  f o r  new bus iness  (Meyer, e t  a l . ,  p. 17). I t  I s  important to 

note t h a t  r e g u la t io n  was supported by the  Industry.

The major o b j e c t iv e  o f  the  Civi l  Aeronautics  Act was to  end 

confusion of r e g u la to ry  r e s p o n s i b i l i t y  by concentra t ing economic 

r e g u la to ry  a u th o r i t y  1n a s in g le  agency (Corbett ,  1965, p.280). Before 

the Act,  such a u t h o r i t y  was s p l i t  among the Post  Office ,  the In te r s t a t e  

Commerce Commission, and the  Bureau of Air  Commerce. The Civil  

Aeronautics  Act t r a n s f e r r e d  a u th o r i t y  to  the  five-member Civil  

Aeronautics  A d m in is t ra t ion  (CAA). CAA members were appointed by the 

p r e s id e n t  with  the  advice  and consent o f  the  Senate.  No more than three 

of the members could  belong to  the same p o l i t i c a l  party.

They were appointed f o r  s1x-year  terms and could only be removed in 

cases  o f  s e r io u s  malfeasance.  Members could  not be Involved In c iv i l  

ae ro n au t ic s  In  any way o u t s id e  o f  t h e i r  CAA r e s p o n s i b i l i t i e s .  The CAA 

was to  r e g u la t e  the  a i r l i n e  Indus t ry  to serve "the public  I n t e r e s t  and 

In accordance w i th  p u b l ic  convenience and necess i ty ."  These goals were 

to be accomplished through the use o f  the fol lowing six powers:

1. r e g u la t io n  o f  f a r e s ;
2. g ran t ing  o r  withhold ing  the c h a r t e r s  o f  companies seeking to 

opera te  a i r  s e rv ice s ;
3. g iv ing o r  withhold ing  permission fo r  companies to  merger;
4. punishing companies f o r  co l lu s io n  and var ious r e s t r i c t i v e  

m onopo l i s t ic  p r a c t i c e s ;
5. decid ing  how many and which opera to rs  could operate  scheduled 

and non-scheduled s e rv ice s  on every designated a i r  route within 
the United S t a t e s ;
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G. determining s tandards  of passenger  serv ice  and qua l i ty  of 
equipment ( C o r b e t t ,  p.289}*

These powers were to be used to f o s t e r  the  following and of ten

c o n f l i c t i n g  ob jec t ives :

1. development and encouragement o f  an a i r  t r a n sp o r ta t io n  system 
properly adapted t o  the p re sen t  and f u tu r e  needs of the fore ign 
and domestic commerce of the  United S t a t e s ,  o f  the Postal Service 
and of nat ional  defense;

2. regu la t ion  o f  a i r  t r a n sp o r t a t io n  In such a manner as to  
recognize and preserve  the Inheren t  advantages of,  assure  the  
h ighes t  degree o f  sa fe ty  in and f o s t e r  sound economic condi t ions  
In such t r a n s p o r t a t io n ,  and to  Improve the  r e l a t io n s  between and 
coordinate  t r a n sp o r t a t io n  by a i r  c a r r i e r s ;

3. the promotion of adequate,  economical and e f f i c i e n t  serv ice  by 
a i r  c a r r i e r s  a t  reasonable  charges,  wi thout  un jus t  d i sc r im in a 
t io n ,  undue p references  or advantages or un fa i r  or d e s t ru c t iv e  
competi t ive  p r a c t i c e s ;

4. competi t ion to  the  ex ten t  necessary to  assu re  the sound 
development of an a i r  t r a n s p o r t a t io n  system properly adapted 
to the needs o f  the  foreign and domest ic commerce of the 
United S ta t e s ,  t h e  Postal Service  and o f  national defense;

5. promotion o f  s a f e ty  In a i r  commerce;
6. promotion, encouragement and development of c i v i l  aeronaut ics  

(Meyer,  e t  a l . ,  p . 18).

The agency was l e f t  to  decide the p r i o r i t y  of  the goals to be 

pursued (Caves, 1962, p.127), One o f  I t s  f i r s t  a c t s  was to adopt 

"grandfather  r ig h t s "  over rou tes . '  A i r l in e s  al realty holding c e r t i f i c a t e s  

fo r  routes were granted permanent c e r t i f i c a t e s  f o r  those routes.  This 

ac t ion  "froze" en try  i n to  the  a i r l i n e  Industry  f o r  the next four 

decades. The a i r l i n e  indus t ry  cons is ted  b a s ic a l ly  o f  the "Big Four" and 

twelve Independents (Caves, p.128).

In June o f  1940, the  CAA was reorganized in to  the Civil 

Aeronautics Board (CAB}. (See Appendix A fo r  the  organizat ional  c h a r t  

of the CAB.) Safe ty  was t o  be regu la ted  by the CAB, but  a i r p o r t  and 

airway development a c t i v i t i e s  were t r a n s f e r r e d  to  the Department of  

Commerce. During the 1940‘s, the CAB favored competi t ion  among a i r l i n e s  

and paid l i t t l e  a t t e n t i o n  to  fa res .  World War II proved to  be a boon to
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the  a i r l i n e s ,  with 80-901 load f a c t o r s  (percentage o f  capac i ty  o f  the  

s e a t s  u t i l i z e d )  being common. These high load f a c to r s  led  t o  high 

p r o f i t s ,  p r o f i t s  cons idered  too high by the  CAB. I t  was a t  t h i s  p o in t  

In t ime t h a t  the CAB became i n t e r e s t e d  1n r eg u la t in g  f a re s .

In March o f  1943, the CAB I n i t i a t e d  an experiment  to  see i f

"feeder"  a i r l i n e s  were f e a s i b l e .  Feeder  ro u te s  a re  sh o r t -d 1 s tan ce  

ro u te s  in low-dens t ty  areas .  They were o f  l i t t l e  I n t e r e s t  to  the  

e s t a b l i s h e d  a i r l i n e s ,  which did no t  have the equipment necessary  ( i . e . ,  

sm a l l e r  a i r c r a f t )  to  make rou te s  l i k e  these  p r o f i t a b l e .  These rou te s  

were given to  new c a r r i e r s ,  and the exper iment  was very su ccess fu l .

Load f a c to r s  dec l ined  a f t e r  the  war, and the lower f a r e s  s e t

dur ing  the  war led  to lower p r o f i t s .  The f a r e s  were r a i s e d  to  keep the

a i r l i n e s  p r o f i t a b l e .  The CAB g e n e ra l ly  undertook p o l i c i e s  to  l i m i t  

com p e t i t io n  to  b o l s t e r  the sagging industry .

The Federal Aviat ion  Act o f  1958 took the CAB's s a fe ty  func t ion  

and p laced  i t  w i th in  the  new Federal  Avia t ion  Agency ( l a t e r  renamed the 

Federal Aviat ion A d m in is t ra t ion  (FAA)). This a c t  a l so  r e a f f i rm ed  the  

r o l e  o f  the CAB in r e g u la t in g  the a i r l i n e  Industry .

The CAB began hear ings  t o  change f a re  s t r u c t u r e s  in  1970 as a 

response to  the f a l l i n g  a i r l i n e  p r o f i t s  r e g i s t e r e d  in 1969. This 

Domestic Passenger  Fare I n v e s t ig a t i o n  (DPFI) was announced on January 

19, 1970. A i r l i n e s  had increased  t h e i r  c a p a c i t i e s  in the 1960's to  meet 

the  a n t i c i p a t e d  in c reases  in demand. These Increases  never 

m a te r ia l i z e d .  During the DPFI, the  a i r l i n e s  urged the CAB to  simply 

ac ce p t  the  a i r l i n e s '  c u r r e n t  c o s t s  and then s e t  revenues to  g ive  a f a i r  

r a t e  o f  r e tu rn .  Opponents o f  t h i s  plan  argued t h a t  the pub l ic  should 

no t  have to pay f o r  the  excess  ca p a c i ty  o f  the  a i r l i n e s  (Douglas and
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M i l l e r ,  pp.52-53),

The DPFI concerned I t s e l f  with two Issues,  fare leve ls  and f a re  

s t r u c t u r e  (Meyer, e t  al - ,  p.32). The CAB rea l ized  tha t  1f fa re  l e v e l s  

were s e t  high, the a i r l i n e s  would expand t h e i r  capaci t ies  and lower load 

f a c t o r s  would r e s u l t .  Conversely, i f  fa re  l ev e l s  were low, c a r r i e r s  

would o f f e r  lower c a p a c i t i e s  and the r e su l t in g  load factors  would be 

high (Douglas and M i l l e r ,  p.97). In an a t tempt to deal with this  

s i t u a t i o n ,  the CAB Issued s tandard  sea t ing  dens i t ies  by a i r c r a f t  type. 

The number of s ea t s  a b r e a s t  and the  d is tance  between seats  was set,  but 

I t  could be reduced by the a i r l i n e s  w i l l in g  to  pay a surcharge. Load 

f a c to r s  of 55$ f o r  t runk a i r l i n e s  and 44$ for  local a i r l i n e s  were 

recommended. The lo c a l s  were l a t e r  exempted from load f a c to r  standards 

because of  t h e i r  I n a b i l i t y  to  meet them. In decis ions about general 

f a re  l e v e l s ,  a t a r g e t  r a t e  of r e tu rn  o f  12$ was suggested, but not 

r e q u i r e d  (Meyer ,  e t  a l , ,  p.32).

The Fare s t r u c t u r e  moved c l o s e r  to a s t ruc tu re  which accurately  

r e f l e c t e d  c o s t s  o f  s e rv ic e  1n d i f f e r e n t  markets. The CAB announced th a t  

In the  f u tu r e  I t  would move even c l o s e r  to  a system in which fares 

conformed with co s ts  (Meyer, e t  a l . ,  p.33). Discount fares  were to  be 

allowed i f  they  were judged to be nondlscrtminatory. At the same time 

the DPFI was concluded, the CAB declared a moratorium on new competi tive 

route  awards to r a i s e  the f lagging  a i r l i n e  Industry p ro f i t s .

In an e f f o r t  to  f u r th e r  control  p r o f i t s ,  several a i r l i n e s  

a t tempted  to  reach agreements to r e s t r i c t  capac i t ie s  on long distance 

rou te s .  The a b i l i t y  to  add more passenger capacity was one o f  the few 

com pet i t ive  elements  l e f t  In the Industry. The CAB discouraged these 

agreements,  but encouraged the a i r l i n e s  to reduce th e i r  cap ac i t i e s  on
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t h e i r  own. The CAB f in a l l y  allowed a i r l i n e s  to  make capaci ty  l im i t in g  

agreements a f t e r  the 1974 Arab 011 Embargo which forced fuel p r ic e s  to 

r i s e  dram at ica l ly .  The f i r s t  o f  these agreements was made between 

American A i r l in e s ,  Transworld A i r l in e s  and United A ir l in e s ,  a f f e c t in g  

twenty of  t h e i r  markets.  Other agreements fo llowed,  most lapsed a t  the 

end of 1974. The CAB allowed the  extension o f  these  agreements In 

t ranscon t inen ta l  markets.  The sm a l le r  a i r l i n e s  objected to these  

agreements.  The ir  ob jec t ions  were followed by a d u s t l c e  Department s u i t  

aga ins t  the CAB which forced i t  to  disallow these  agreements a f t e r  July 

21,1975.

This s u i t  ag a in s t  the CAB and the d isco n ten t  within the a i r l i n e  

indus t ry  pointed ou t  the shortcomings of  r e g u la t io n  and s t i r r e d  policy 

debate.  As Heyer, e t  a l . ,  po in t  out ,  regu la t ion  o f  the a i r l i n e  industry  

had "reached I t s  zen i th ” in the 197Q's. The a i r l i n e s  l o s t  the a b i l i t y  

to a t t r a c t  customers through the use of d iscounts ,  there was an increase 

in r i g i d i t y  and s tanda rd iza t ion  in  pric ing,  the moratorium on 

competi t ive rou te  awards and the capacity  l i m i t a t i o n  agreements even 

f u r th e r  l im i ted  the  Industry 's  decision-making powers. The fu tu re  

prospects  for  r eg u la t io n  pointed toward even g r e a t e r  s tandard iza t ion  and 

r i g i d i t y  in f a r e s  and r o u te s  (Heyer ,  e t  a l . ,  p .41}.

Regulation by the CAB In sum, did not a l low a i r l i n e s  to abandon or 

add any route without  CAB approval,  required a i r l i n e s  to publ ish  and 

make public  the f a re s  charged for  t h e i r  s e rv ice s ,  and provided fo r  CAB 

review of any changes In a i r  f a res .  The CAB could suspend proposed fare 

changes for  180 days and then s e t  the fares to  be charged (Congressional 

Research Service,  19B1, p.4). Competition between a i r l i n e s  took the 

forms of adding f l i g h t s  to  e s ta b l i shed  routes  and offer ing  i n - f l i g h t
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amenities.  I f  compet i t ion became too Intense ,  the CAB would allow 

mergers to take place,

By the mid-1970's,  the CAB regula t ion o f  the a i r l i n e  indust ry  was 

such th a t ,  according to c r i t i c s  of the CAB, the indus t ry  could not 

control i t s  own p r o f i t a b i l i t y .  While prospects  fo r  a loosening o f  CAB 

control  were dim, the agency's p rac t i c e s  came under increas ing  

c r i t i c i s m .  The CAB was accused of  fuel ing I n f l a t i o n  and s t i f l i n g  

e f f ic iency  and innovation. In 1974, Senator Edward Kennedy, chairman of  

the Senate Jud ic ia ry  Subcommittee on Adminis tra tive P ra c t ic e  and 

Procedure, began a p re l iminary  Inves t iga t ion  fo r  o vers igh t  hearings on 

the CAB (Heyer, p.42), In January of 1975, a CAB In te rna l  task force 

undertook I t s  own in v es t ig a t io n  of CAB pol icy and recommended in i t s  

repor t  t h a t  there should be less  regu la t ion  by the agency.

President  Gerald R. Ford joined the ranks of those seeking to  

loosen CAB control when he announced in February, 1975, t h a t  l e g i s l a t i o n  

should be proposed "to remove most of the Federal Government's control 

over determining the pr ice  of  a i r l i n e  t i c k e t s  and in des igna t ing  which 

companies may en te r  the a i r l i n e  business  and what rou tes  they may fly" 

(NEW VORK TIMES, 16 February 1975, p,37). This announcement drew heavy 

Industry and CAB opposition.

At the Kennedy hear ings,  conducted in February of  1975, a i r l i n e  

execut ives t e s t i f i e d  aga ins t  deregulation. They f e l t  t h a t  deregula t ion 

would eventual ly  lead to  less  competition, Weak a i r l i n e s  would be 

forced out by compet i t ion when no longer protected by the CAB, Less

competi tion would in  tu rn  lead to  higher fa re s  and diminished q u a l i ty

and dependabil ity (Meyer, e t  a l . ,  p.43).

Deregulation began, without a l e g i s l a t i v e  mandate, with the
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appointment  of  Paul Robeson as chairman of the CAB in  1975. Although 

the  industry  objected to deregulat ion,  consumer groups and Congress were 

p re s su r in g  the CAB to ease i t s  regula t ion of the a i r l i n e s .  Robeson' 

i n i t i a t e d  p o l i c i e s  allowing competition on selected routes.

Senators Kenned and Howard Cannon introduced a j o i n t  b i l l  {S.R. 

2493) to  deregula te  the a i r l i n e  Industry in March of 1977, Those groups 

opposing th i s  b i l l  included most of the a i r l i n e  Industry,  a i r  

t r a n s p o r t a t io n  labor  unions, a i rpo r t  operators ,  and the f inanc ia l  

community. United A ir l ines ,  however, broke with the r e s t  of the 

indus t ry  and announced i t s  support of  deregulation.

The CAB acce le ra ted  i t s  commitment to deregula t ion with the 

appointment o f  Alfred E. Kahn by Pres iden t  Carter to  the chairmanship on 

June 10, 1977. Kahn encouraged a i r l i n e s  to reduce f a re s  by using fare  

reduc t ions  as a fac tor  In the se lec t ion  of appl icants  for  new routes.

The CAB a lso  ended i t s  policy  of awarding high-density routes to 

a i r l i n e s  in f inancia l  d i f f i c u l t i e s .

A1r West and Continental A ir l ines  joined United A ir l ines  in  

suppor t  of deregulation. Supporters of deregulation formed the Ad Hoc 

Committee fo r  Air l ine  Regulatory Reform. The Ad Hoc Committee was made 

up of  the American Conservative Union, Ralph Nader groups, Sears,

Roebuck and Company, the National Association o f  Counties,  and Common 

Cause.

The furor  over  deregulation came to a re so lu t ion  in Apri l ,  1978 

when the Senate unanimously passed a b i l l  which reduced the regulatory  

powers of  the CAB. The House passed i t s  version o f  the b i l l  in  

September of the same year .  The House and Senate versions of  the  b i l l  

d i f f e r e d  s l i g h t l y  on how ra tes  were to  be se t  and how routes  were to be
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adopted by the House on October 12, 1978, and by the Senate on October 

14, 1978. P res iden t  Car ter  signed the b i l l  i n to  law on October 24, 

1978, as Public  Law 95-504.
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PROGRAM OBJECTIVES

Section Three of  th e  ADA o u t l i n e s  the g o a l s  and p r i o r i t i e s  of  the  

Act. The h ighes t  p r i o r i t y  Is  t h a t  of  s a fe ty ,  followed by the  provis ion 

of  an e f f i c i e n t  and low-priced a i r  t r a n s p o r t a t i o n  system. These goals 

a re  to  be reached through the com pet i t ive  market .  Fur ther ,  the ADA 

emphasized the maintenance of a sound r e g u la to ry  environment which 1s 

responsive  to  the requirments  of  the  publ ic ;  the  encouragement of the 

e s ta b l i sh m en t  o f  secondary or s a t e l l i t e  a i r p o r t s  in major urban areas  to 

improve se rv ice ;  the  p ro h ib i t io n  o f  the use o f  u n fa i r  or a n t i 

com pet i t ive  p r a c t i c e s  and monopolies; the maintenance of se rv ice  to  

small communities; the encouragement of new e n t r i e s  Into the Industry 

and the expansion o f  e x i s t i n g  a i r l i n e s .

The procedures for  a t t a in in g  these  goa ls  a re  spec i f ied  in  the 

subsequent  sec t ions  of  the Act, The CAB i s  i n s t r u c t e d  to s im p l i fy  I t s  

r equirements  fo r  issu ing  c e r t i f i c a t e s  to  a i r l i n e s .  To assu re  an 

e f f i c i e n t ,  convenient Indust ry ,  the  Act a l lo w s  a i r  c a r r i e r s  to  e s t a b l i s h  

agreements on j o i n t  f a r e s ,  r a te s  and se rv ices .

Deregulation was to  occur gradual ly .  The CAB can no longer 

de termine or  l i m i t  the a i r l i n e s  serv ing  ro u te s  In the United S ta tes ,  

except fo r  e s s e n t i a l  s e rv ic e  communities.  N e i th e r  schedules nor pol icy 

s ta tem en ts  need to  be f i l e d  with th e  CAB,

After  January 1, 1983, c a r r i e r s  are no longer  required to f i l e  

t h i r t y - d a y  no t ices  of  t a r i f f  changes. The CAB a l so  l o s t  i t s  ra te  

making powers. The J u s t i c e  Department Is g ran ted  the power t o  deal with 

mergers and In te r lock ing  r e l a t io n s h ip s .  F i n a l l y ,  the CAB i t s e l f  ceased 

to  e x i s t  on January 1, 1985,
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The a i r l i n e  Industry  i s  not  completely  f re e  o f  r e g u la t io n  a f t e r  

January 1, 1985. Remaining CAB a u th o r i ty  i s  t r a n s f e r r e d  to  o th e r  

governmental agencies.  Kail compensation and assurance of smal l  

community service (u n t i l  1988) i s  t r a n s f e r r e d  t o  the Sec re ta ry  of 

Transportat ion.  Foreign a i r  t r a n s p o r t a t io n  i s  c o n t ro l l e d  by the  

Department of Transporta t ion  In c o n su l ta t io n  w i th  the S ta te  Department. 

Rates fo r  ca r r iage  o f  mall i s  determined by the  Post  Office.

The Act a lso  provides fo r  employee p ro te c t io n  from l o s s  of 

employment or wages as  a r e s u l t  o f  deregula t ion .  Authority  f o r  

compensating these employees r e s t s  w i th  the S e c re ta ry  of  Labor. In 

order to be e l i g i b l e  fo r  compensation, employees must have been employed 

with a c e r t i f i c a t e d  a i r  c a r r i e r  on a fu l l  t ime b a s is  fo r  four  years  

p r io r  to ADA enactment.  Members o f  corporate  boards and c o rp o ra te  

o f f i c e r s  a re  not e l i g i b l e  fo r  compensation. Employees are e l i g i b l e  for  

the ten year  period following the enactment o f  the ADA. Research, 

however, has Ind ic ta ted  t h a t  th e re  have been no payments to  a i r l i n e  

employees adversely a f f e c ted  by deregula t ion .

The Act r e s t ru c tu re s  the way In which s u b s id ie s  a re  p a id  to a i r  

c a r r i e r s  serving the 319 small communities des igna ted  as  e s s e n t i a l  

service communities (see Chapter Four,  Section D: Small Community 

Service) .

The CAB gave up i t s  r a t e  making powers Immediately a f t e r  the ADA 

was enacted,  although 1t was d i r e c t e d  by the Act  not  to  a l low  fa re s  

which were 504 below the s tandard industry  f a r e  level (SIFL). The SIFL 

i s  the f a r e  level charged between p a i r s  of p o in t s  f o r  which s e rv ic e  

exis ted on Ju ly  1, 1977. The CAB was to  a d j u s t  the SIFL not l e s s  than 

semi-annually. A i r l in e s  which s e t  f a r e s  a t  low er  than the al lowed 504
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PROGRAM ENVIRONMENT

The ADA was enacted in an environment o f  mixed support  a t  b e s t .

I t s  goa ls  and o b je c t iv e s  were h e a r t i l y  supported  by pub l ic  o f f i c i a l s  and 

by consumer and bus iness  groups hoping to  lower f a r e s ,  and l e g i s l a t o r s .  

The Act was supported by only a few members o f  the a i r l i n e  Indus t ry :  

United A i r l i n e s ,  Air  West, and Cont inenta l  A i r l i n e s .  The g r e a t e r  p a r t  

of the in d u s t r y ,  although unhappy with  CAB c o n t r o l ,  fea red  the  

unregula ted  environment.  This r e lu c ta n c e  may have caused some o f  e a r ly  

problems encountered by the indus t ry  a f t e r  passage. Perhaps the 

Industry c r e a t e d  a " s e l f - f u l f i l l i n g  prophesy" by t h e i r  oppos i t ion .  As 

time passed however, the indus t ry  began to  ac ce p t  d e re g u la t io n  and when 

asked a t  a meeting o f  a i r l i n e  execu t ives ,  they  unanimously agreed t h a t  

they did no t  want r e g u la t io n  to  re tu rn .

The CAB's f i r s t  p r i o r i t y  a f t e r  ADA enactment was to  end 

r e g u la t io n s  on ro u te s  and f a r e s  as quickly  as  poss ib le ,  Compet it ion and 

new e n t r i e s  were encouraged. In the  opinion o f  Indus t ry  i n s i d e r s ,  the 

goal o f  the  ADA was to  a l low the  f r e e  market  to  take over  so t h a t  the  

Industry could  make i t s  own d ec i s io n s  on f a r e s  and routes .  The primary 

goal o f  s a f e t y  as  s t a t e d  in the  Act was never mentioned in d i s c u s s io n s  

and p u b l i c a t i o n s  about the Act. The Indus t ry  and law makers f a i l e d  to  

a n t i c i p a t e  the  e x t e n t  o f  compet i t ion  which would occur  in the  

de regu la ted  market.  That  com pet i t ion  has fo rced  many e s ta b l i s h e d  

a i r l i n e s  i n t o  bankruptcy. This c u t t h r o a t  com p e t i t io n  has r e s u l t e d  in 

accusa t ions  t h a t  the a i r l i n e s  a re  p lac ing  s a f e t y  as a lower p r i o r i t y .  

A i r l in e s  a r e  urging p i l o t s  to  remain on schedule  and f ly  befo re  s a f e t y
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f ly in g  longer hours,  and o i l  sea ls  have been l e f t  o f f  of  o i l  p lugs.  (For 

a more complete d iscuss ion  o f  sa fe ty ,  see Chapter  Four, Sec t ion  H: 

Consumers and Safety) .

I t  would appear  t h a t  t h e  CAB In Implementing the  ADA has 

p r i o r i t i l e d  goals  d i f f e r e n t l y  than those  expressed In the Act. Safety 

i s  of  h ighes t  p r i o r i t y  in the  Act, y e t  l i t t l e  concern I s  being p a id  to  

t h i s  goal.  One of  the  problems with implementing the  goal of  s a f e t y  i s  

t h a t  s a fe ty  Is  w i th in  the a u th o r i t y  o f  the Federal Aviat ion 

A dm in is t ra t ion  not the CAB. The CAB may have abdicated I t s  powers too 

quickly. The in d u s t ry  was no t  prepared to  make i t s  own r a t e  and route  

dec is ions  immediately. Newer a i r l i n e s  have fa red  much b e t t e r  In  the 

deregu la ted  environment  because they were organized to  deal w i th  market 

u n c e r t a i n t i e s ,  the o ld e r  a i r l i n e s  were not. The expansion of e x i s t i n g  

a i r l i n e s  has no t  been s u c c e ss fu l ,  r a t h e r  they a re  tending to  c o n t r a c t .  

A i r l i n e s  which expanded quickly  found the  market was unable to  support  

them and they co l lapsed .

PROGRAM EVENTS 

Air  T ra f f i c  C o n t ro l l e r s  S t r i k e

On August 3, 1981, the P ro fess iona l  Air  T r a f f i c  C o n t r o l l e r s  

Organizat ion (PATCO), went o u t  on s t r i k e .  Desp i te  the oath a l l  Federal 

employees take ,  which s t a t e s  t h a t  they w i l l  not  s t r i k e ,  PATCO f e l t  i t  

had no a l t e r n a t i v e  b u t  t o  s t r i k e .  American c o n t r o l l e r s  were working 

(and cont inue  to  work) longer  hours w ith  fewer days o f f  than any of  

t h e i r  co u n te rp a r t s  1n the Western world1’ (Thayer,  p.18). Nine o u t  of 

ten  c o n t r o l l e r s  w i l l  not su rv ive  to r e t i r e m e n t  age (P o l l ,  CINCINNATI 

ENQUIRER, 31 January  19BZ, p.D-1). The good f a i t h  o f  the government 1n
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n ego t ia t ions  has been c a l l e d  i n to  ques t ion  (Thayer, December, 1981,

p . 18).

P re s id en t  Reagan promptly gave the  c o n t r o l l e r s  f o r t y - e i g h t  hours 

to r e tu rn  to  work. Those who did not  comply were f i r e d .  Publ ic  opin ion 

l ined  up squarely  behind the  P res iden t .  PATCO rece ived  very l l t t l y  

support even from o ther  unions. The A ir  Line P i l o t s  A ssoc ia t ion  (ALPA) 

e sp e c ia l ly  opposed the s t r i k e .  Hot only were the  c o n t r o l l e r s  f i r e d ,  b u t  

PATCO can no longer  r e p re s e n t  c o n t r o l l e r s  in  c o l l e c t i v e  bargaining.

To rep lace  the f i r e d  c o n t r o l l e r s ,  many c o n t r o l l e r s  were moved from 

small a i r p o r t s  to  la rg e  ones. This  helped Reagan's budget cu ts  by 

reducing the number o f  c o n t r o l l e r s  on the  f ede ra l  p ay ro l l .  The number 

o f  f l i g h t s  In to  and out o f  twenty- two major a i r p o r t s  was c u r t a i l e d .  A 

s p e c i f i c  number o f  "slots'* were a l l o c a t e d  t o  a i r l i n e s  a l ready  se rv ing  

those a i r p o r t s .  This l i m i t e d  the a b i l i t y  o f  the  a i r l i n e s  to  e n t e r  and 

e x i t  a t  w i l l .  I f  an a i r l i n e  d i d n ' t  use I t s  s l o t ,  i t  would lo se  i t .

Frederick Thayer,  w r i t in g  1n December o f  1981, be l iev ed  t h a t  the 

PATCO s t r i k e  might help to  save the  a i r l i n e s  from the  huge lo sses  they  

were su ffe r ing  by l i m i t i n g  the number o f  f l i g h t s  allowed. The ass ign ing  

of s l o t s  would severe ly  l i m i t  the com pe t i t ion  on the  ro u te s  se rv ing  the 

twenty-two l a r g e s t  a i r p o r t s .  By Inspec t ing  the  Revenue Passenger Miles 

(RPMs) and Load Fac tors  a f t e r  the s t r i k e ,  as p resen ted  In l a t e r  

s ec t ions ,  I t  appears  t h a t  the s t r i k e  had l i t t l e  or no e f f e c t  on these  

Ind ica to rs .  B ra n i f f  A i r l i n e s  s t i l l  f i l e d  f o r  r e o rg a n iz a t io n  and the  

lo s s e s  1n 1982 remained high. I n s tead  o f  saving the  indus t ry ,  Roy J .  

H ar r is ,  J r . ,  has suggested t h a t  the  s t r i k e  was d e t r im e n ta l  to  the 

Industry.  A i r l i n e s ,  In s tead  of  p u l l i n g  ou t  of u n p ro f i t a b le  rou te s ,  

remained In them, f e a r f u l  t h a t  they would lo se  t h e i r  s l o t s .  There was
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always the chance t h a t  the  economy might  tu rn  around and th e se  rou te s  

would again prove p r o f i t a b l e .  They d id  no t  reduce t h e i r  ca p a c i ty  as the  

demand went down. In s tead  they hoped to  r i d e  ou t  the  recess ion .  A i rp o r t s  

f i n a l l y  began to  handle 1QQ% of  the  t r a f f i c  they se rv iced  befo re  the

s t r i k e  In May o f  1983.

Summary

The government 's response to  the  PATCO s t r i k e  I n h ib i t e d  the 

a i r l i n e s  from e n te r in g  and e x i t i n g  ro u te s  a t  w i l l .  The s t r i k e  made 

e f f o r t s  a t  r a t i o n a l i z i n g  rou te  systems d i f f i c u l t ,  i f  not im poss ib le  

because of the r e s t r i c t i o n s  p laced on the  a i r l i n e s  through the  s l o t  

system. Despi te  e f f o r t s  by the FAA, people  may not  have t r u s t e d  the

p o s t - s t r i k e  c o n t r o l l e r s  s ince ba th  RPKs and Load F ac to rs  cont inued t h e i r

s l id e .  The s t a t e  o f  the economy a t  the  t ime s u re ly  exp la in s  more o f  the  

In dus t ry 's  debts ,  however.

Fuel Costs

Large in c reases  in fuel  p r ic e s  have com pl ica ted  the  deregu la ted  

environment.  Fares  did  no t  f a l l  as p r e d ic t e d  because of the  r i s e  In 

fuel p r ic e s .  Since  1979, fuel c o s t s  have r i s e n  150%. This e s c a la t io n  

adds s ix  b i l l i o n  d o l l a r s  a y e a r  to  o p e ra t in g  expenses (Scheff re s ,  1983, 

p.63). A i r l i n e s  spend around $.30 ou t  o f  every d o l l a r  on fue l .

Fuel c o s t s  doubled In the  f i r s t  y e a r  of de reg u la t io n .  I t  

continued to  cl imb to  an a l l  t ime high o f  $1.03 per  ga l lon  In December 

o f  1981 (see Table 3.1). Ris ing fuel  p r i c e s ,  coupled with the 

r e ce s s io n ,  s e n t  the a i r l i n e  indus t ry  in to  a t a l l s p i n ,  The o i l  g l u t  of  

l a t e  1982 and ea r ly  1983 may have been a H f e s a v e r  f o r  the  a i r l i n e  

Industry .  Fuel p r ic e s  f e l l  to  around $.95 per  ga l lon .  Every penny drop 

In fuel p r ic e s  1s worth $10 m i l l i o n  to  American A i r l i n e s  and $14 m i l l i o n
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Table 3.1: Fuel Costs fo r  Domestic Trunks and Local S e rv ic e  A i r l in e s*  
1973-1982

Average P r ice  P e r  Gallon in  Cents

Month Trunks Local S e rv ic e

Dec. 1973 14.279 14.17B
Dec. 1974 23.977 23.891
Dec. 1975 NA NA
Dec. 1976 30.416 32,169
Dec. 1977 35.239 36.879
Dec. 1978 39,130 40.244
Dec. 1979 73.614 75,037
Dec. 1980 90.420 90.614
Dec. 1981 101.514 103.170
Dec. 196-2 94.509 96,449

Source: CAB FUEL PRICES AND CONSUMPTION
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to United (Sch lf f res ,  p.63}. These savings have had a p o s i t iv e  e f f e c t  

on the Industry.

As shown in Table 3.1, local service a i r l i n e s  pay more fo r  fuel 

than do the majors. Majors use g rea te r  volumes o f  fuel and are able  to 

negotia te  b e t te r  c o n t ra c t s  with fuel providers,  Fuel cos ts  account, 

therefore ,  for  a g rea te r  share of the  lo ca l ' s  operat ing cos ts .  As 

discussed e a r l i e r ,  the lo ca l s  have fared b e t t e r  than the majors since 

deregulat ion.  They have been able  t o  show p r o f i t s ,  unl ike the majors. 

Fuel cos ts  alone then, have not caused the enormous losses  of  the 

majors.

Sunrtary

Although fuel co s t s  have added another  aspec t  to  the al ready 

complicated deregulated environment, they cannot be blamed fo r  the huge 

losses suffered by the major a i r l i n e s .  The smal le r  local  a i r l i n e s  have 

been able to make p r o f i t s  d l sp l te  r i s i n g  fuel c o s ts .
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A : FARES

The Civil  Aeronautics Board's primary concern when determining 

fares ,  was with a i r l i n e  industry p r o f i t a b i l i t y ,  r a t h e r  than costs  

incurred. The CAB at tempted to s e t  f a re s  to  achieve an average r a t e  of 

return fo r  the Industry of between 10.52 and 12% (Docket 80OB, U.S. CAB 

1974). Fares were u su a l ly  raised ac ro ss  the  board fo r  the  industry,  

creat ing thereby a la rge  number of markets  with no r e l a t io n s h ip  between 

costs and fares .  Proposed changes in  fa re s  had to  be brought before the 

CAB, which then conducted hearings on the proposed r a t e  hike. 

Consequently, fare  changes could no t  be made quickly. The industry  was 

unable to re ac t  promptly to  economic cycles .  There was usua l ly  a lag 1n 

the response time, s ince a l l  changes had to  be made through the Board.

Pr io r  to  World War I I ,  fa res  were s e t  a t  the p r e v a i l in g  Pullman 

rates for t r a i n  t ra v e l .  These r a t e s  were s e t  according to  d is tance 

traveled. With technological improvements In a i rp la n e s  and the 

increased load fac to rs  achieved during the war, the a i r l i n e  industry 

showed large p ro f i t s .  These p r o f i t s  were deemed excess ive  by the CAB 

and i t  allowed the a i r l i n e s  to o f f e r  lower pr iced coach se rv ice  and to 

introduce a var ie ty  of discounts.  P r o f i t s  dropped a f t e r  the war, but 

then rose again as technology continued to Improve and a i r c r a f t  became 

more e f f i c i e n t .  More discounts  were offered .  These d iscounts  did not 

match the decl ines  1n cos ts .  As Graham and Kaplan p o in t  ou t ,  between 

I960 and 1969, the trunks '  average s e a t  mile  c o s t  dec l ined  by 21%, while 

average fares  declined by only seven percent .

Rather than lowering fares ,  c a r r i e r s  involved in competi t ive  

markets offered special  services  to  a t t r a c t  customers.  They removed 

seats  to make seating more comfortable,  o f fered  f l i g h t s  a t  popular t imes
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of day, served extravagant meals and f ree  a lcohol ic  beverages. 

Eff ic iency and economy were not encouraged.

Load fac to rs  decl ined s te a d i ly  a f t e r  the Second World War, These 

decl ines  negated many of  the advantages of new a i r c r a f t .  The fa re s  in 

many short-haul markets were kept  a r t i f i c i a l l y  low by the Board, The 

fa res  In many cases,  did  not keep up with cos ts .  Passengers received 

lower qua l i ty  service 1n these  short -haul  markets as a r e s u l t  {Graham 

and Kaplan, December, 19B2, p.67).

By 1969, load f a c to r s  had f a l l e n  below pre-World War I I  leve ls .  

The Industry demanded th a t  the CAB approve r a te s  which r e f l e c te d  costs .  

This led to  the Domestic Passenger Fare Inves t iga t ion  (DPFI}. The DPFI 

was concerned with both fare  l ev e ls  and fa re  s t ru c tu re s .  I t  f i r s t  s e t  a 

standard number of sea ts  by a i rp lane  type to  make r a t e s  e a s i e r  to  se t .  

Fares  were to  match cos ts  more c lose ly .  As a r e s u l t  of the DPFI, the 

CAB decided to base f a re s  on distance.  However, they did not  take the 

density  of  the market In to  account. This again created s i t u a t io n s  in 

which fa re s  were out of l i n e  with costs .  The more dense a market,  the 

l e s s  the average cos t  of  service.  Therefore, markets t h a t  were le s s  

dense co s t  more to provide service.  The Board a l so  l im i ted  the 

a v a i l a b i l i t y  of d iscounts  because they were d iscr iminatory  to those not 

qual ifying.  They discouraged the use of  off-peak pr ic ing.  Some 

a i r l i n e s ,  Delta fo r  example, charged le ss  on f l i g h t s  departing between 

10 PH and 4 AH, to  encourage those on a l e s s  s e n s i t iv e  time schedules to 

f ly  a t  these  off-peak hours.

When Paul Robeson became Chairman of  the CAB In 1975, the Board 

began to pursue a course  toward deregula t ion.  The industry  was allowed
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to experiment with discounts ,  "Super-Saver" discounts were aimed a t  

d i s c r e t io n a ry  t r a v e l e r s ,  Most had minimum length-of-s t^y  s t ip u la t io n s  and 

had to be purchased In advance. The number of discount s ea t s  a v a i lab le  

on any given f l i g h t  was l im i ted .  These fares  were 40-501 lower than 

coach fares .

Since de reg u la t io n ,  a i r l i n e s  have used one of two s t r a t e g i e s  for  

lowering f a re s r  us ing r e s t r i c t e d  discounts l ik e  the Super-Saver 

d iscounts  begun befo re  deregula t ion ,  or un res t r ic ted  lower fares  a t  or  

below the Super-Saver f a r e s ,  with higher fa res  during peak travel hours. 

The l a t t e r  was adopted by many o f  the new en tran ts  Into the  market.

These d iscounts  have become very popular. According to an Air 

Transport  Associa t ion  survey, the percentage o f  t r a v e le r s  paying the 

s tandard  coach f a r e  has f a l l e n  from over 604 o f  the to ta l  coach revenue 

passenger m i les  in 1977 to  j u s t  under 254 In 1982. Between January and 

March of 1983, 89,54 of  passengers took advantage of these discount 

f a re s  ( "A ir l ines  Quiet ly  Ending Discounts," CINCINNATI ENQUIRER, 29 June 

1983, p.D-4}. These d iscounts  have cut Into p ro f i t s .

Proponents o f  deregula t ion  claimed tha t  fares  would f a l l  once the  

indus t ry  was f re e  to  s e t  I t s  own fares .  Has t h i s  occurred? The answer 

to t h i s  ques t ion Is  q u i t e  complicated. I t  depends upon what type of 

f a re  one looks a t ,  and what routes  one considers.  I f  one considers 

d iscount  f a re s  between New Vork and Los Angeles, which have fa l len  as 

low as $99, one way, th e  answer 1s unequivocally yes. I f  one looks a t  

a less  dense market,  such as  between Cincinnati  and Baltimore, Super- 

Saver f a r e s  rose from around $100, in 1978 to nearly $200. round t r i p  by 

19B3. I f  viewed In the aggregate,  fa res  have r isen  s te a d i ly  since 

1972, bu t  dropped 1n 1902 (Table 4.A.1). Locals have charged higher



www.manaraa.com

Table 4.A.1; Average Fare  Charged Per W111 b> C a r r i e r  Group, 
Second O u s t e r  1r C en ts .  1972-1962

C a r r ie r  Group 1972 1971

Trunts 6 .16  6.25
l o c a l s  S . 67 9 .02
Other I t . 54 9.74

Year

1974 1975 1976 1977 1978

6,73 7 ,44  7,44 S .16 B.44 
9.58 10.52 11.59 11.B1 11.99 

10.65 11.4B 12.12 12,68 13.18

1979 I960 198] 198?

KA 12.03 13.07 11.98 
144 15.63 17.95 16.07 
HA 14.13 14,95 13.91

Source: C rig in -D esti  n a t io n  Survey of A ir l in e  Passenger T ra f f ic
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average fares  per mile because of the type of  se rv ice  they provide. The 

most expensive p a r t  of the t r i p  are take -o f f s  and landings.  A ir l ines  

t h a t  serve small markets with sho r te r  d is tances  between d es t in a t io n s  

then, accrue higher  cos ts  than the long-haul a i r l i n e s .  (To I l l u s t r a t e  

t h i s  point,  see Table 4.A.2.) The longer the t r i p ,  the l e s s  fa re  per 

mile fs charged.

As Graham and Kaplan point out ,  " Idea l ly ,  we would l ik e  to compare 

the actual fares  before and a f t e r  deregulation, Unfortunately, r e l i a b le  

market fa re  data i s  ava i lab le  only since l a t e  1979," Even 1f r e l i a b le  

fa re  data were ava i lab le ,  i t  would be very d i f f i c u l t  to  compare fares  

since there may be as many as a dozen d i f f e r e n t  f a re s  charged between 

two poin ts  on any one a i r l i n e .  A comparison of coach fa res  would be 

misleading since so many passengers are taking advantage of  the discount 

fares .  Business t r a v e l e r s  and other  nondiscre t ionary passengers must 

s t i l l  pay fu l l  fa res ,  making i t  misleading to  compare coach fa res  before 

deregula t ion to economy fa re s  since deregulat ion.

In an e f f o r t  to  inves t iga te  what has happened with fa re s  since 

deregula t ion,  the s t r a t e g i e s  used by a i r l i n e s  between 1978 and 19B2 and 

In 1983 wil l  be considered. Between 1978 and 1982, a i r l i n e s  were 

attempting to accomodate to t h e i r  new found freedom. The es tab l i shed  

a i r l i n e s  found themselves faced with competit ion from small lower-cos t  

a i r l i n e s .  Fare wars broke out on the most heavily t raveled routes  

(e.g., Hew York to  Los Angeles, New York to  San Francisco, New York to 

Miami). Newer c a r r i e r s ,  l ik e  PEOPLExpress entered the market,  charging 

lower fa re s  to  a t t r a c t  passengers.  These new c a r r i e r s  were able to make 

p r o f i t s  on these lower fares  because of the lower wages they paid 

employees and lower overhead. As the e s tab l i shed  a i r l i n e s  at tempted to
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Table 4.A.2: Average Fare  Carged Per  Mile by Dis tance,  Second Quarter 
In Cents,  1979-1982

Tear

Mileage Block 1979 1980 19B1 1982

0-150 22.92 34.13 37.70 34.47
151-250 10.68 24.51 24.91 24.35
251-350 15.15 19.52 21.55 19,57
351-450 13.56 18.00 18.94 18.23
451-550 13.09 17.62 19.93 17.55
551-850 11.31 15.30 17.38 16.06
951-1150 9.17 11.44 13.52 12,87
1151-1450 8.92 11.90 12.95 11.24
1451-1750 8.54 10.53 11.51 11.25
1751-2050 8.09 9.45 10.80 10.66
2051-2350 7.68 9.55 10.06 9.34
2351-2650 7.57 8.21 8.47 7.77
2651 and over 7.45 7,99 8.22 7.78

Total 9.97 12.90 14.03 12.89

Source: CAB, Form 41
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meet these p r ic e s  to r e t a i n  t h e i r  markets ,  they Incurred  s u b s t a n t i a l  

f inancia l  lo sse s ,  (see s e c t io n  B, P ro d u c t iv i ty  and E f f ic ien cy ) .  Fares 

on l e s s  densely t rave led  rou te s  remained high to  he lp  o f f - s e t  lo s s e s  on 

these discount fares .

Two recess ions  and r i s i n g  fuel p r i c e s  made the  market  p lace  

treacherous fo r  the a i r l i n e  Industry .  Fares  did no t  drop as p red ic ted  

before deregula t ion because of the  r i s e  o f  fuel  p r ic e s  (see s e c t io n  3, 

Fuel Costs). The two r e c e s s io n s  suppressed the  expected Inc rease  1n 

passengers.  A i r l i n e s  a t tem pted  to  f i l l  empty s ea t s  by o f f e r i n g  more 

discounts,  These d iscounts  In s t e a d  o f  s t im u la t in g  the  Indus t ry ,  f u r t h e r  

plunged i t  In to  debt. By March o f  1982, World Airways Inc.,  one o f  the 

more successful new e n t r a n t s ,  c a l l e d  upon the CAB to  once again  reg u la te  

f a re s  because they were too low. World Airways l o s t  $8 m i l l i o n  In 1981 

and around $10 m i l l ion  In 1982. The CAB had the  power t o  p r o h i b i t  these 

predatory p r ic ing  p o l i c i e s  through January 1, 1983. I t  f a i l e d  to  do so. 

World Airways, a former c h a r t e r  a i r l i n e ,  had been one o f  the  most 

s t r i d e n t  supporters  of a i r l i n e  d e re g u la t io n  befo re  1978,

1983 proved to be a much b e t t e r  y ea r  f o r  the  a i r l i n e  Indus t ry ,  

with  the easing o f  the r ecess io n .  The numbers o f  passengers  f ly in g  rose  

12% 1n 1982 over 1981, and rose 6% In 1983 over 1982 through August.

These Increases in passengers  have allowed the  a i r l i n e s  t o  begin to  

r a i s e  fares  and to  put  an end to  the p redatory  p r i c in g  t h a t  had occurred. 

In la te  March, 1983, American A i r l i n e s  announced i t  was going to  

r a t io n a l iz e  i t s  f a re  s t r u c tu r e .  I t  would o f f e r  four  bas ic  f a re s :  f i r s t

c l a s s ,  coach f a r e ,  a new u n r e s t r i c t e d  o f f  peak d i scoun t  f a r e  t h a t  i s  2S% 

l e s s  than coach, and a "Super-Saver" f a r e  with  a 50£ average discount.

The Super-Saver fa re s  r e q u i r e  t h a t  the purchaser  s ta y  over  a Saturday
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n ig h t  and pay f o r  the  t i c k e t  seven days in advance. American's fa re s  

would be based on d is tan ce .  The longer the  f l i g h t ,  the  lower  t h e  c o s t  

p e r  mile.  The range,  in  e leven  milage blocks ( s i m i l a r  to  Table 4.A.2) 

i s  from 53 ce n t s  a mile f o r  f l i g h t s  of  l e s s  than 250 m i le s  to  15 cen ts  a 

m i le  fo r  f l i g h t s  exceeding 2,500 miles .  Note t h a t  th e se  f a r e s  pe r  mile 

a re  much h igher  than those  charged between 1979 and 1982. American sa id  

t h a t  the change to  f a r e s  based on d i s t a n c e  would decrease  coach f a r e s  on 

720 rou tes  and r a i s e  f a re s  on 543 rou tes .  The average f a r e  change i s  

l e s s  than  $15 (T a b le  4 ,A.3).

Paul W. MacAvoy, Beinecke P ro fe s so r  o f  Economics a t  Yale 

U n ive rs i ty  and Member of  the  Board of  Air  1, a new St .  Louis based 

a i r l i n e ,  in an a r t i c l e  in  the  NEW YORK TIMES (3 A p r i l ,  1983) has accused 

American of  a t t em p t in g  to  reduce com pe t i t ion  and overcharge the  consumer 

w i th  i t s  new plan. He f e l t  the  co m p e t i t iv e  p r i c e  s t r u c t u r e  was b e t t e r  

f o r  the consumer.

In h is  tes t im ony before  the  CAB, Paul B. Gaines, D i r e c to r  o f  

A i rp o r t s ,  S a l t  Lake City  A i rp o r t  Author i ty ,  p a in t s  a d i f f e r e n t  p i c tu r e  

o f  the e f f e c t s  o f  the  co m p e t i t iv e  p r ic e  s t r u c t u r e .  Mr. Gaines a s s e r t s  

t h a t  f a r e s  to  and from S a l t  Lake Ci ty ,  a medium s ized  c i t y ,  decreased a t  

f i r s t  but then inc reased  a t  r a t e s  ranging from 70-90% to  major 

d e s t i n a t i o n s  such as Chicago, New York, San Franc isco ,  and S e a t t l e ,  He 

f e e l s  t h a t  t r a f f i c  to  and from S a l t  Lake City would have increased  I f  

f a r e s  had dropped as they  had between major markets.  Fare  in c reases  in 

S a l t  Lake City  g en e ra l ly  exceeded the  31% Indus t ry  in c r e a s e  by a wide 

margin. S a l t  Lake C i ty ' s  round t r i p  f a r e  to  New York 1s $419 higher  

than  the Los Angeles to  New York f a re  and $412 h igher  than the  San
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Table 4.A.3: The Proposed New Fares

New Fare S t ru c tu re  Proposed by American A i r l i n e s  on Normal One-Way Coach 
Travel

Current New P e rc e n t
Route Fare Fare Change

New York-
D e t r o l t t i s o . $183. +22.0
Houston 297, 320. + 7.7
Los Angeles 399. 423. + 6,0
N ashv i l le 223. 205. - 8.1
Tuscon 419. 391. - 6.7

Chlcago-
Houston 229. 249. + 8.7
Phoenix 306. 327. + 6.9
Washington 2Z0, 188. -14.5
New York 240. 228. -  5.0
San Francisco 394. 378. -  4.1

Los Angeles-
Ci n c lnna t l 356. 386. + 8.4
D e t r o i t 382, 402. + 5.2
St.  Louis 337, 340. + 0.9
Tampa 418. 393. -  6.0
Washington 399. 395. -1.0

Source: New York Times
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Francisco to  New York fa re .  The f a r e  from S a l t  Lake City  to  New York

was 94% h igher  than  the Los Angeles to New York fare .  The t r i p  between

S a l t  Lake Ci ty and New York i s  only  71* as long. The f a r e  between S a l t

Lake City and New York Is  88* h igher  than the  San F ranc isco  to  New York

f a r e  fo r  a t r i p  2/3 as long (67.7*1. The f a r e  between San Francisco

and New York was $129 over  25B6 m iles  and was lower  than the  f a re

between S a l t  Lake City and San Franci  >co which was $135, fo r  a d i s ta n c e

o f  599 m iles .  As Hr. Gaines observed:

... pub l ic  I n t e r e s t  i s  not served by a system which f l a g r a n t l y  
favors  the l a r g e r  c i t i e s  and thereby dep r ives  the  s m a l l e r  c i t i e s  of 
se rv ice  which they would adequate ly  suppor t  but  f o r  a r t i f i c i a l  
p r ic ing  p re fe rences  given to  l a r g e r  c i t i e s .  Nor does I t  serve the 
public  i n t e r e s t  to  su b je c t  the  r e s id e n t s  o f  the  s m a l l e r  c i t i e s  to  
the c r i p p l i n g  e f f e c t s  o f  ex treme d i s c r i m i n a t i o n  which Impairs  t h e i r  
a b i l i t y  to  compete in  the marketp lace  f o r  bus iness  which r e l i e s  on 
a i r  t r a v e l .

The t o u r i s t  t r a d e  Is  one such bus iness  which r e l i e s  on a i r  t r a v e l .  

S a l t  Lake C i ty ' s  t o u r i s t  t r a d e  s u f f e r s  when s k i e r s  pay 9.7 cen ts  per 

mile  to  Denver from Chicago and 19.5 cen ts  per  m i le  to  S a l t  Lake City 

from Chicago. Again, in Hr. Gaines' words:

I know of  no r e a l  or imagined c o s t  d i f f e r e n c e  p re fe re n c e  fo r  the 
l a r g e r  markets,  1 f i rm ly  b e l i e v e  t h a t  the  s m a l l e r  markets  are 
subs id iz ing  heavy lo s s e s  in the  l a r g e r  long-haul  markets .  Whether 
or not  such p re fe rence  and p re ju d ic e  can be j u s t i f i e d  under the 
e x i s t i n g  law* I submit  t h a t  th e  s i t u a t i o n  i s  so f l a g r a n t  t h a t  i t  
w ar ran ts  i n v e s t i g a t i o n  by the  Board and by Congress as  a m a t t e r  of 
p u b l i c  i n t e r e s t .

I do no t  advocate a r e t u r n  to  the  r i g i d  p r ic e  r e g u la t io n  which 
e x i s t e d  before  d e regu la t ion ,  bu t  I am s t rong ly  convinced t h a t  there  
must be a system under which c i t i e s  such a s  S a l t  Lake C i ty  can be 
pro tec ted  from the f l a g r a n t  f a r e  in c reases  and the  extreme 
d i s c r im in a t io n  which we a re  p r e se n t ly  enduring.

Daniel F. May, P r e s id e n t  and Chief Executive O f f i c e r  of Republic

A i r l i n e s ,  Inc., t o l d  the  Subcommittee o f  the  House Publ ic  Works and

Transpor ta t ion  Committee t h a t  1n small and medium sized markets  where

the v a r i e ty  o f  d iscount  fa re s  I s  l im i t e d  and th e r e fo r e ,  the coach fa re
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Is  the most commonly pa id  f a re ,  f a r e s  have increased  116,6% while 

average a i r f a r e s  In the  nat ion  Increased  48%. He advocates a system 

l i k e  the one proposed by American A ir l ines ,

The day a f t e r  American announced I t s  plan f o r  r a t io n a l i z in g  

a i r f a r e s ,  Pan American World Airways announced t h a t  I t  would cut some 

fa re s  on i t s  domestic  rou tes .  This  announcement would not a f f e c t  

American's proposal except  In such heav i ly  t ra v e led  rou te s  as Hew fork 

to F lor ida  and Mew York to  the West Coast. These fa res  would be about 

50% lower than American's.  The f a r e s  would be l im i t e d  to  s ea t s  l e f t  

over a f t e r  r eg u la r  coach f a r e  passengers  were seated. They were only in 

e f f e c t  f o r  two months. Pan Am was a t tem pt ing  to  f i l l  i t s  domestic 

f l i g h t s  which a r e  scheduled to s e rv ic e  i t s  In te rn a t io n a l  f l i g h t s .

American's p lan  has seemed t o  br ing a b i t  more sense to  the fa re  

s t r u c tu r e .  Since 1982, the  v a r i e ty  o f  d iscounts  has dec l ined ,  but I t  i s  

s t i l l  very confusing to  f in d  the lo w es t  fa re  and changes in  fa res  and 

schedules occur hourly.

While average f a r e s  on a i r  rou te s  have r i s e n  s ince deregula t ion,  

due b a s ic a l ly  to  the  r i s e  in fuel p r ic e s  and I n f l a t i o n ,  they have not 

r i s en  as  f a s t  as co s ts .  From 1972 to 1977, a i r l i n e  co s ts  rose by 72% 

while  fa re s  per  passenger  mile inc reased  by 33%. Since deregula t ion,  

co s ts  have r i s e n  by 87% and per mile  passenger fa re s  have increased by 

46%. In 19B2, f o r  the f i r s t  t ime in  h i s to ry ,  average a i r  f a r e s  f e l l  by 

6% below the p r i o r  y e a r  average, while  co s ts  rose  2% {General Accounting 

O ff ice ,  THE CHANGING AIRLINE INDUSTRY; A STATUS REPORT THROUGH 1983).

The a i r l i n e s  have developed o th e r  ways t o  a t t r a c t  passengers 1n addit ion 

to  d iscount  f a re s .  These In cen t iv es  include reduced connecting fares ,  

special  arrangements with t rave l  agents and bus inesses ,  f requent  f l i e r
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programs and luxury service.

In order  to encourage passengers to remain on t h e i r  a i r l i n e  when 

making connecting f l i g h t s ,  a i r l i n e s  have o f fe red  lower connecting fares .  

I f  the passenger d e s i r e s  to  take  another a i r l i n e ,  s /he w i l l  pay more. 

A ir l ines  are developing hub and spoke systems where they base f l i g h t s  

from one central  loca t ion  r a t h e r  than f ly ing  many non-stop f l i g h t s  point 

to  po in t  (see Sect ion C, Growth and Response).

Some a i r l i n e s  have sold blocks  o f  t i c k e t s  to high volume t rave l  

agents and businesses.  The t r a v e l  agent i s  encouraged t o  s e l l  t i c k e t s  

on t h i s  p a r t i c u la r  a i r l i n e  and may charge whatever p r ic e  they wish. 

Businesses are a l so  encouraged to  use t h a t  one a i r l i n e .

Business people are encouraged to use the same a i r l i n e s  by o f fe r s  

of p r ices  or  plane t i c k e t s  fo r  f ly in g  s p e c i f i c  numbers o f  m i les  one any 

one a i r l in e .  Since t h e i r  companies pay for  t h e i r  t i c k e t s ,  they are not 

as In te res ted  in p r ic e s  as are passengers paying fo r  t i c k e t s  themselves. 

The pr izes  are awarded to  the t r a v e l e r ,  not the  company. These frequent  

f ly e r  programs are aimed a t  the nondiscre tfonary  f l i e r  who Is  in e l ig ib l e  

for  other discounts .

Another ploy to  a t t r a c t  a t t e n t i o n  has been adopted by a new 

a i r l i n e ,  Regent. Regent o f fe r s  only luxury s e rv ic e  between New York and 

Los Angeles. For around $1500,, the passenger r ece ives  gourmet food, 

a lcohol ic  beverages and double beds with s a t i n  sheets.

Summary

Fares did not drop apprec iab ly  a f t e r  de regu la t ion ,  as pred ic ted  by 

the supporters  of  the Act. The average f a re  charged per mile by trunk 

a i r l i n e s  rose from 8.44 cents  in  1978 to  11,98 cen ts  in 1982. There 

were mary reasons f o r  th i s ;  the r i s e  In fuel p r ic e s  and I n f l a t i o n  kept
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most fares  high. Average fa re s  mŝ y not have decreased, but f a re s  In 

some la rge  markets f e l l  because of  discounts  o f fered  to  a t t r a c t  

passengers.  These discounts were o f f - s e t  by r i s in g  p r ic e s  1n l e s s  dense 

markets.  However, f a res  were lower than the projected  fa res  in 

regula t ion  had remained. This then may be considered to  be a 

Calcula ted.  Pre fe r red  Impact.

Impacts which were Uncalculated but  Preferred are the su p r l s in g ly  

low fares  o f fered  by new e n t r a n t s  and the I n s t i t u t i o n  o f  lower 

connecting fa res  to encourage passengers to remain on the same c a r r i e r .

The deregulated environment gave r i s e  to unprecedented c u t th ro a t  

compet i t ion and predatory fare  wars on the most heavily  t ra v e led  routes.  

In order  to  f inance these low fa res ,  a i r l i n e s  ra ised  p r ic e s  on the le ss  

densely t raveled routes.  Passengers found i t  d i f f i c u l t  to  keep up 

with the changes 1n fa re s  and discounts  offered. These were the 

Uncalculated, Honpreferred r e s u l t s  of the ADA,

The easing recess ion  has r e v i t a l i z e d  the a i r l i n e  Industry ,  al lowing 

them to discont inue many of  the predatory pr ic ing p rac t i c e s  of  e a r ly  

deregulat ion.  Although average fa re s  charged per mile f e l l  in  1982, 

from 13.07 cents  to 11.98 cents  fo r  trunk a i r l i n e s  and 17.95 cen ts  to 

16.07 cents  for  local  serv ice  a i r l i n e s ,  I t  Is too ea r ly  to  t e l l  1f t h i s  

t rend w il l  continue.
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B:PRODUCTIVITY AND EFFICIENCY

In order  to serve the customer conveniently and sa fe ly ,  a i r l i n e s  

must be p r o f i t a b l e ,  and to  Increase p r o f i t a b i l i t y ,  they must be 

e f f ic i e n t*  Deregulat ion al lows the a i r l i n e s  to  make th e i r  own dec is ions  

and to  con t ro l  t h e i r  own p r o f i t a b i l i t y .  A i r l ines  were not encouraged 

under r e g u la t io n  to  be e f f i c i e n t .  I f  t h e i r  p r o f i t a b i l i t y  f e l l ,  the CAB 

would p r o t e c t  them by l im i t in g  competi tion and/or  allowing higher f a re s .  

Without the  CAB, a i r l i n e s  have been forced to become more e f f i c i e n t  In 

o rd e r  to  surv ive  1n the  new competit ive atmosphere.

In o rd e r  to  determine how the industry has fared since 

d e re g u la t io n .  Revenue Passenger Hlles  (number o f  miles  t r a v e led  by 

paying customers)  (RPMs) and Passenger Load Factors  (percentage of 

s ea t in g  capac i ty  which Is  ac tu a l ly  sold and u t i l i z e d )  (PLFs) w i l l  be 

i n v e s t ig a te d  to  see I f  they have changed before and a f t e r  the ADA was 

passed 1n 1978. 1978 w il l  be used as the yea r  In which deregula t ion 

began o f f i c i a l l y .  Deregulation has been a long, slow process,  beginning 

as e a r ly  as 1975 and continuing through the present .  The ea r ly  a t tempts  

a t  g iving a i r l i n e s  more freedom were not as encompassing as those a f t e r  

1978. The CAB continued to control routes and p r ic in g ,  even though some 

freedom was allowed.

A i r l i n e  deregula t ion  was supposed to  s t im u la te  the industry  by 

lowering fa res .  The lower fa res  would then encourage more passengers to  

take  advantage o f  the lower pr ices .  In Tables 4.B.la and b, Revenue 

Passenger Miles are recorded by month, by majors and loca ls  by year.

This  t a b l e  not  only shows how RPMs have Increased since 1974, but  a lso  

how RPMs vary seasonal ly  within years.  June, Ju ly  and August tend to be 

the  b u s ie s t ,  as these  are  considered to be vacation months. Table
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T i t l e  4 . B , l e :  Monthly Revenue Passenger M jles  fo r  Major A t r l l n e s ,  1974-1982

Month
Majors January Febrile rv March April May June

197a 9 , 376,562 HA 10, 1)8 ,497 10,044, 66] 9 , 626,999 10,894 , 69?
1975 9 . 095,657 0 , 153.056 10.D0 7 . 6S4 9, 142,301 9 . 423,116 11, 045,310
1976 19. 259.293 9, 551, 90? 10, 694,364 10, 957,610 10 , 654,995 11, 839,111
1977 11. 1 1 2 ,0 1 9 ,660,240 11,601,107 11,358,197 11 , 062,556 12. 362,379
1976 12 . 116,366 11, 594,828 13,836,324 12,920,370 12 , 919,664 12, 028,259
1979 13, 629,722 21. 977.120 15.528,704 19, 346,110 13 . 640,772 16 , 191,555
I 960 14, 537,516 13, 601.456 15,338,075 15, 034,438 14 . 683,427 16 , 565,131
]9S1 13,063,034 12,315,806 14, 392,067 14, 370,514 15 , 202,637 15. 571,300
1962 13,016.751 12, 980,017 15, 997,279 16,287,390 14 , 761,248 HA

Percentage Change

1974-1978 235 301 271 227 261 301
1970-1967 12 11 14 16 13 B

Majors August September October November December

197a 10 ,952,316 11, 963.903 HA 9 , 165,585 G .143,103 9 ,821.049
1975 11,607,030 12, 552,410 9, 225,241 9 ,635,45? 8 , 071,051 10 , 106,020
1976 12. 739,310 13, 135,373 10,071.313 10, 508,964 9 . 632,053 11. 369,378
1977 13, 576,425 14, 141,740 11.073,572 11, 700,605 10 , 958,474 12, 640,546
1979 16, 999,021 17,041,943 13,215,773 13, 444,716 12 , 906,759 14, 033.976
1979 17. 534,534 19,008,993 14. 182,011 14. 677,474 13 , 808,307 14 , 202,704
1999 16, 965, 0S5 16,056,000 13, 177,533 14, 250,678 12, 737,961 14 , 635,135
1961 16 ,407,312 16, 190,321 13,019,03? 13,757,496 12 , 689,535 14, 274,013
1982 16. 751.206 16, 080,007 13, 174,639 14,254,883 13 , 689,020 1 5 , 194,797

Percentage Change

1974-1976 321 301 30t 271 371 301
1976-1932 4 0 0 6 6 8

Source: CAB
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Table 4 , f i , l b ;  Monthly Revenue Pas senge r  HUes  fo r  Local A i r l i n e s ,  J974-19S2

Local s January  February

1974 796,57 3 HA
1975 757,115 603,596
1976 907,636 864,147
1977 962,258 9 1 3 ,)45
1976 1,119,060 1,057.746
1979 1 ,<78,616 1,373,064
I960 1 ,267 ,07b 1 ,288,633
19B1 1,782,919 1 ,663 ,36a
1902 1,972,492 1,662,311

P ercen tag e  Change

1974-1976 291 361
1976-1932 43 37

Month
March April June

935.617 940,452 941,497 984,142
813,709 B20,037 802,771 956,301
966,685 1.006,897 997,352 1 .056 ,492

1 ,086 ,895  1,089,497 1 , JOB,039 1 ,165 ,056
1 ,327 ,678  1 ,262 ,399  1 ,397 ,219  1 ,501 ,747
1 ,66B,£3B 1 ,911 ,425  1 ,916 ,225  1,887,213
1,957 ,802  1,583,294 1.5S7.BB7 1 ,796 ,475
1,956 ,603  1,951,545 1 ,992 ,436  2 ,057 ,206
2,108 ,061  2 ,110 ,634  2 ,139 ,045  MA

301
3B

264
41

331
35

341
27

L w a ls Ju ly August Septellfcer O ctober November D eceiver

1974 959,234 1,052,230 MA 918,860 816,169 641,405
1975 975.559 1,057,409 871,803 963,776 661,790 1,062 ,203
1976 1,098,802 1,142,815 965,736 1,043,564 994,573 1 ,063 .545
1977 1,233,255 1,273 ,245 1,117 ,650 1,186,210 1,150 ,728 1 ,233 ,672
1976 1,516,493 1,638,678 1 ,386,605 1,431,932 1,381,392 1 ,466 ,495
1979 1,919,523 2,016,461 1.348,100 1,321,685 1,479,697 1.644 ,273
1900 1,876,444 1,931,702 1 ,581,114 1,504,479 1 .466.710 1,776 ,330
1981 2,320,091 2 .337.752 1,928,312 2.032 .079 1 ,6 4 8 ,7B1 2.159 ,943
1982 2,647,045 2 .799,379 2 ,103 ,985 2.141.691 1.909.261 7 ,059 ,779

P ercen tage Change

1974-1978 361 361 341 36* 413 431
1978-1932 43 42 34 36 78 79

Source: CAS
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4.B,la and b a l s o  show the percentage  change 1n RPMs between 1974 and 

1978, and 1978 and 1982, The RPMs fo r  major  a i r l i n e s  had g r e a t e r  

Increases  before deregula t ion  than a f t e r .  In f a c t ,  during August and 

September, there  was no change between 1978 and 1982, The l o c a l s ,  f o r  

the most p a r t ,  have g r e a t e r  Inc reases  1n RPMs In the  per iod  a f t e r  

deregula t ion .  The lo c a l s ,  then,  have fared  b e t t e r  and had g r e a t e r  

Increases  in RPMs than did the majors  in  the per iod s ince  d e regu la t ion .

Another measure of  p r o d u c t iv i ty  i s  the  Passenger Load Fac tor  

(PLF). This Ind ica tes  what percen t  o f  the sea ts  a v a i l a b le  were so ld  and 

u t i l i z e d .  The higher the PLF, the more productive the a i r l i n e .  Table 

4.B.2 shows the monthly load f a c t o r s  fo r  majors and lo c a l s  between 1974 

and 1962. Load fac to rs  Increased in  1979, the yea r  a f t e r  the Act went 

In to  e f f e c t .  As the economy weakened 1n 19B0 and 1981, the  load f a c t o r s  

decreased s ig n i f i c a n t ly  for the  majors ,  e sp e c ia l ly  In April  of 19B0, 

down from 73,4% 1n 1979 to  56.3% in  1980. Load f a c to rs  remain about  the  

same In 1981 and 1982 fo r  both l o c a l s  and majors. Locals again seem to  

be p r o f i t i n g  from deregu la t ion  more than the majors.  The 

prederegu la t ion  load f a c to r s  fo r  l o c a l s  were qui te  low, dipping as  low 

as 45%. The lo c a l s  had load f a c t o r s  below 55% f o r  33 months between 

1974 and 1977, while the  majors load f a c to r s  were below 55% fo r  on ly  24 

months In the same period. After  1978, load f a c to r s  f o r  the l o c a l s  f e l l  

below 55% fo r  only 11 months, and 9 months for  the majors.  Load f a c t o r s  

fo r  19B3 continued to  improve by a t  l e a s t  5% over 1982,

Table 4.B.3 shows the  aggregate  Avai lable  Seat Miles (ASMs) and 

RPMs fo r  1971-1982, In order  for  the  a i r l i n e s  to  reach peak e f f i c i e n c y ,  

ASMs should equal RPMs. The a i r l i n e s  would be providing the  c o r r e c t  

amount of  s e a t s  fo r  the same number of  paying customers.  Before
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Table 4 .B .2 :  Honthl* Passenger  Load Fac to r i  f o r  Major and Local A i r l i n e s ,
1974-19B2

Mg nth
M a j o r  a ■Ian.,  £ e b . . M arch  A p r i l Ha* J u n e J u l y M -  i e p t . O c t . N ov . D e c .

1974 £ 5.5 NA 59. a 59,5 55, 8 60,2 57.4 63.0 HA 51.7 46.2 £ 1.5
1975 43.3 48.5 53.5 51.6 51.9 SB.7 58.2 63.3 £ 2.3 £ 4,6 53,1 62.9
1976 £4.1 £ 3.2 54,9 57,5 £ 5,5 59,2 60,1 61,2 S I . 5 £3.2 52,5 £5.3
1977 53,7 51.5 55.5 56,1 54.1 57,7 59.9 61.7 £ 3.3 54.9 53.8 £ 7.5
1976 Bfi, a 55.3 £ 1.4 59.7 62.2 67,4 67.9 70.8 58, D 57.9 57.4 S B .3
1979 56.  B 59,3 65.3 73.4 68.3 69.8 67.7 6B .4 £ 2 . 2 58.4 59. ) 55.8
1980 53.7 55.4 62.0 58.3 56,5 61,9 60.7 65.0 53.4 56.9 £4.3 £7.8
1981 52.9 53.0 £ 5.6 56.9 60,1 58.4 58.3 67.0 55.6 £ 6 . 0 £ 3.6 £ 7.0
1982 54.5 55.7 61.6 61.3 58.2 HA 62.4 62.4 52.9 £ 5.6 55.6 56.6

Local?
1974 51.0 NA S6.1 57 .3 54.4 67,0 £3.£ 56.6 HA 49 .B 46 .5 48 .9
1975 45.0 46 .0 £0,2 4 9 ,0 £0.4 54,6 53.0 £7.8 49.6 53 ,0 £1 .1 £7.7
1976 50,0 £0.6 52.0 £4 .6 52.4 ££.1 £5.4 £6.8 51,3 52 .5 51 .7 £2.5
1977 49.7 49 .4 £2.4 £3.4 52.6 65.7 56.9 67,7 53.1 54 .4 54 .5 55.7
1978 53.1 £3.2 59.5 £ 7 ,4 60.5 64,7 62.3 64 .9 57.2 £6 .9 56 .6 5 6 .0
1979 £3.7 54,7 £9.8 67 .6 64,1 64.2 62.0 63 ,8 53.0 £4 .4 62 .2 52.1
1990 £3.4 ££.8 59.0 £6.1 £7.9 60.0 60.3 £6 .8 56.8 58 .3 58 .1 61.4
198] £9.5 £0.6 62.9 62 .6 61.4 62.6 63.2 £5.7 59.2 60 .£ 57 .8 £9.2
1982 £4.6 £3,3 57.7 £9.9 58.8 HA 63.8 67 .3 55.1 54 .0 55 .0 £ 6 .6

Source; CAB AIR CARRIER TRANSPORTATION STATISTICS
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Table 4.B.3: Total C e r t i f i c a t e d  Domestic A va i lab le  Sea t  Miles and 
Revenue Passenger M iles ,  1971-1982

A vailab le Revenue
Year Sea t  Miles Passenger Miles RPMs/ASMs

1971 279,823,351 135,657,702 .48
1972 287,418,092 152,406,702 .53
1973 310,597,107 161,957,3D7 .52
1974 297,004,332 162,917,241 .55
1975 303,006,243 162,810,057 .56
1976 322,820,561 178,987,543 .55
1977 345,566,005 193,218,837 .56
1978 368,750,530 226,781,368 .61
1979 416,126,429 262,023,375 .63
1980 431,166,439 254,179,944 .59
1981 424,897,230 248,887,801 .58
1982 438,956,310 259,037,643 .59

Average RPM/ASMs

1973-1977- ,55
1978-1982- .60

Source: CAB AIR CARRIER TRANSPORTATION STATISTICS



www.manaraa.com

73

de reg u la t io n ,  a i r l i n e s  were fo rced  to  keep u n p r o f i t a b l e  ro u te s  1f th e se  

rou te s  were deemed necessary  by the CAB. A f te r  d e re g u la t io n ,  a i r l i n e s  

had more freedom In deciding to  drop ro u te s  which were not  p ro v id in g  

enough customers.  The new freedom should a l low  the a i r l i n e s  t o  make 

t h e i r  own decis ions  as to  how many s e a t s  t o  o f f e r .  The c l o s e r  t o  1.0 I s  

the RPHs/ASHs r a t i o ,  the more e f f i c i e n t  the  a i r l i n e s .  The a i r l i n e s  have 

p ro p o r t io n a l ly  improved the  r e l a t i o n s h i p  between RPMs and ASMs, The 

average r a t i o  fo r  1978-1902 I s  .05 h igher  than the average  f o r  the  

previous f ive  year  per iod ,  1973-1977. They have been ab le  t o  p rov ide  a 

c l o s e r  match between the number of  s e a t s  o f fe r e d  and the  number of  paid 

s ea t s .  The a i r l i n e s  might not  be able  t o  take  fu l l  c r e d i t  f o r  th e se  

Improvements, The T ra f f i c  C o n t ro l l e r s  S t r i k e  forced the  Federal  

Avia t ion  Administ ra t ion to  c u r t a i l  t r a f f i c  in  twenty- tw o o f  the  

l a r g e s t  markets to provide fo r  sa fe  t r a v e l .  The a i r l i n e s  were no t  ab le  

to  o f f e r  as many f l i g h t s  to  th ese  a i r p o r t s  as  they may have wanted to .

Another measure of  p ro d u c t iv i t y  i s  the  number of  hours p lan es  

spend In the a ir .*  The more a i r  t im e ,  the  more e f f i c i e n t  the  use of  

equipment.  Table 4.B.4 shows the number o f  hours d i f f e r e n t  a i r l i n e s  

u t i l i z e d  t h e i r  a i rp lanes .  These p a r t i c u l a r  a i r l i n e s  a re  i n v e s t i g a t e d  

because they ex is ted  before  and a f t e r  d e re g u la t io n ,  t o  a l lo w  f o r  

comparison. The majors spent  the  most t ime in the a i r  In 1979 and 

decreased s tea d i ly  through 1982, This cou ld  be a t t r i b u t e d  to  both  the  

r e cess io n s  and the Air T ra f f i c  C o n t r o l l e r s  S t r i k e  which c u r t a i l e d  the

* TTevenue Hours a re  used to  measure the  number of  hours  a i r p l a n e s  spend 
in  the  a i r .  These a re  hours where th e r e  a r e  paying cus tom ers  on board 
the  a i rp lane .  Hours spent t e s t i n g  and t r a n s p o r t i n g  a i r p l a n e s  w i th o u t  
cus tomers  are not Included.
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Table 4.B.4: Number of Hour* Airplane* Spend In the A ir ,  as measured by Total 
A i r c r a f t  Revenue Hour*, by A i r l i n e ,  1976-19B?

M a j o r * 1976 1977 1970 1979 1980 1931 1902--- - ■*--- - ----- - - '- - - —
U n i t e d 737.167 7S 6.621 ess, o o i 791, 6% 935,020 004,140 723,532
A m e r i c a n 574,107 SBB.261 605. SB? 647,709 641,082 583,395 566,894
D e l t a 514,480 532,636 565,960 606,303 636, 19? 654,044 627.803
E a s t e r n S S I ,267 607, 00] 617,265 639,524 663,210 605.869 623. 4S 4
tra ASS. *07 464,443 465,377 403, 44? 442,465 371,422 315,967
W e s t e r n 191,515 216, IBB 219.166 225,952 215,312 173,140 177,751
B r a n  I f f ? 04,417 214,463 244,752 301,946 267,624 197,543 127,758
C o n t i n e n t a l 172,177 161,710 193,165 220,742 220,562 171,997 195,431
N a t i o n a l 9?,030 IE 5,099 161,073 169,044 53.578 HA HA
N o r t h w e s t 212,546 214,220 149,200 193,890 219,168 215,360 195,431
P a n  Adi 124,861 121,166 122,782 121,420 140,606 171,097 144,055

L o c a l s

M  l e g h e n y 209,010 214,166 224,472 233,621 237,297 230,423 251,093
H u gh es 95. 2SB 105,499 114,108 129,336 100,061 385,500 394,559
f r o n t i e r 120,429 130,973 130,849 161,987 159,527 155,133 146,253
K o r t h  C e n t r a l 101,238 106,207 112,237 111,520 NA NA it A
O i a r k 80,621 91.671 97,052 106,353 76,185 94,059 92,806

144,171P i e d m o n t 101,464 105.711 107,042 112,800 122,995 130,925
T e * a s  I n t . 70,010 69,559 77,503 89,842 101,069 91,650 93,400

NAS o u t h e r n 77,072 70,006 92,379 84,720 NA NA

S o u r c e :  CAfi AIR CARRIER TRANSPORTATION STATISTICS
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number o f  f l i g h t s  a l lowed 1n and out  of  twenty-two major a i rpo r t s .

This p a t t e r n  does no t  apply to  the locals .  Allegheity (now US Air),  

Hughes, and Piedmont continued to  expand t h e i r  ARHs. Ozark and F ron t ie r  

match the  major 's  p a t t e r n ,  while  Texas In te rna t iona l  peaked in 1980, but 

again showed improvement in 1982, The loca ls  have again shown b e t t e r  

performance than the  majors  s ince  deregulation.

Seating d e n s i ty  i s  a way in which a i r l i n e s  can control  t h e i r  

e f f i c i e n c y .  By p lac in g  more s e a t s  in each plane, they have the capacity  

to  ca r ry  more passengers  w i th o u t  adding more a i r c r a f t .  Seating density  

can be measured by a v a i l a b l e  s e a t s  per a i r c r a f t  mile (Table 4.B,5) or by 

s ea t s  per  a i r c r a f t  (Table 4.3.6). Both of these are qu i te  s im i la r  and 

show small i n c r e a se s  in the  number o f  seats  per  a i rp lane  since 1978, In 

the  ten  y e a r  per iod ,  1971-1981, majors added about 50 sea ts  per f l i g h t ,  

only seven o f  which were added a f t e r  deregulat ion. The change in the 

number o f  s e a t s  l o c a l s  average per  a i r c r a f t  has been even smal ler ,  only 

six. There was an change in a v a i lab le  sea ts  between 1974 and 1978, 

and a 101 change between 1978 and 1982. Seats have been added, but the 

a i r l i n e s  do not seem to  be r e ly in g  on added sea ts  per a i rp lane  to make 

t h e i r  o p e ra t io n s  more e f f i c i e n t  and productive.

The f in a l  p a r t  o f  our  d i scu s s io n  of product iv i ty  and ef f ic iency  

dea l s  with p r o f i t s  and lo sses  incurred  by the a i r l i n e  industry. Table 

4.B.7 d isp lay s  o p e ra t in g  p r o f i t  margins and r a t e  of re turn  on 

s tockho lde r ’s equ i ty  as measures o f  p r o f i t a b i l i t y .  Data from 1957 are  

used to  d e t e c t  whether  the  c u r re n t  downturns 1n p r o f i t a b i l i t y  are due to 

bus iness  cycles  or can be a t t r i b u t e d  to the ADA. The majors have not 

had as many negat ive  opera t ing  p r o f i t  margins In the twenty years 

proceeding de reg u la t io n  as  they have had s ince the Act went in to e f f e c t
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Table 4.B.5: Seat ing  Densi ty  as measured by Available  Seats  Per 
A i r c r a f t  Mile ,  1970-1982

Year Seats  Aval lb le  Percentage Change

1970 110.4
1971 115.3 4%
1972 118.1 2
1973 123.fi 5
1974 127.7 3
1975 132.6 4
1976 132.4 0
1977 136.2 3
1978 13B.7 2
1979 139.5 1
1980 142.5 2
1981 152.2 6
1982 154.5 2

Percentage Change

1974-1978- 8% change 
1978-1982-11% change

Source: CAB AIR CARRIER TRANSPORTATION STATISTICS
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Table 4.B.6: Average Seating Density (Seats Per A i r c r a f t ) ,  1971-19S1

Year Majors Local

1971 158.09 96.9
1972 177.9 97.9
1973 182.7 98.1
1974 186.6 98.0
1975 192.2 98.1
1976 192.6 98.9
1977 195.4 99.2
1978 202.9 99,7
1979 206.4 102.3
1980 207.5 105,7
1981 209.1 105.9

Source: CAB
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In 1978. They have had negative  operating p r o f i t  margins in 1979, 1980, 

1981 and 198Z. They a l so  had negative r a te s  of re tu rn  on s tockholder 's  

equity  in 1981 and 1982. The loca ls  again have fared much b e t t e r  than 

the majors in the deregula ted  environment. The loca ls  had a very 

d i f f i c u l t  per iod between 1967 and 1971. 1974-1978, with the exception of

1975 were q u i te  p r o f i t a b l e  fo r  the locals.  The deregulated market has 

not been as l u c r a t i v e  as the pre-deregulation period, bu t  I t  has been 

p r o f i t a b l e  fo r  them. The lo c a l s  have been able to  maintain operat ing 

p r o f i t  margins above 4, unlike the majors who have reported losses .

Table 4.B.8 p resen ts  the operating p r o f i t s  or losses  of domestic 

passenger se rv ice  from the beginning of passenger service In 1938.

Again, the da ta  a re  reported  from 1938 to determine i f  the cu r ren t  

p r o f i t / l o s s  s i t u a t i o n  I s  cyc l ica l  or  due to  the fac to rs  which have

occurred s ince 1978. As discussed e a r l i e r ,  1942-1945, the war y ea rs  were

very p r o f i t a b l e  fo r  the a i r l i n e  Industry. Losses occur a f t e r  the war In 

1946 and 1947. There Is  a r e tu rn  to p r o f i t a b i l i t y  in 1940 and i t

cont inues  un t i l  1957 when p r o f i t s  f a l l .  Any cycles  t h a t  might occur

would be e a s i e r  to see in graphic form. (See Figure 4.8.1}. I t  i s  

doubtful t h a t  the huge losses  suffered by the a i r l i n e  Industry  could be 

a t t r i b u t e d  s imply to  a business cycle. P r o f i t s  should have turned 

upward in 1980 in s t e a d  of a continuous loss  s lide.  Indeed, the a i r l i n e  

industry  has never su ffe red  such large losses  In I t s  fo r ty  year  h i s to ry  

as i t  has s ince deregula t ion .  I t  had been a very s tab le ,  p ro f i t a b le  

indus t ry .  However, 1983 looks to  be p ro f i t ab le  fo r  the a i r l i n e s .

Even though RPMs have increased over those before deregula t ion ,  

the indus t ry  has s t i l l  suffered huge losses.  They m^y be free to  

con tro l  t h e i r  own p r o f i t a b i l i t y  since deregulation,  but they have not
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TAble 4,S.7; Operating P r o f i t  Margins and Rate o f  Return on S to ckh o lde r 's
Equity fo r  Domestic Operations of Major and Local A i r l i n e s ,  1957- 
1932

Trunks Locals

Tear
Operating 

P r o f i t  Margin
Kate o f  Return On 

S to c k h o ld e r 's  E n u f tr
Operatlng 

P r o f i t  Margin
Rate o f  ft' 

S tockho lder

1957 3.0 4 .8 -0 .9 -11 .4
1955 6 .3 7.7 1.7 10.7
1959 6,9 9.6 0 .5 0 ,5
]95Q 1.8 0 .0 1.5 14.8
1951 -0 .5 -5 .2 5.3 21.1
1957 3 .3 1.3 6.5 19.3
1963 5.3 1.9 5.3 13.1
1964 10,6 17.1 6,7 16.3
1965 12. B 21.6 8 .3 19.3
1966 12.4 17.2 6,7 12.7
1967 9 .3 13.3 0.2 -4 .4
1963 6.4 6 .3 -1 ,0 -2 8 .8
1969 5,6 4 ,7 -2 .9 -7 1 .3
1970 0,3 -4 .S -1 .2 -6 3 .3
1971 3.4 1.6 3,6 - 7 . 4
1973 5.8 6 .6 5,6 8 .5
1973 4 .9 5.0 6.0 12 .8
1974 6.5 10,5 7.7 18.1
1975 0 .8 - Z . l 2.3 0 .5
1976 4.0 8 .5 5.6 1 6 .0
1977 3.8 11,2 6 .8 22,4
1973 6,5 17.7 6.3 20 .2
1979 -0.4 3.4 4,6 4 .3
1960 *1.1 4.Z 4 .5 9 .3
1931 ■2.2 -3 .7 4.8 6 .7
1961* 0,1 6,2 6.6 15.2
198?* -4,5 -15.1 4.1 1.9

*13 no n th i  ended June 3D

Source: Eorv 41 end Federal Trade C onrlsslon  Q u a r te r ly  F inancia l  Report
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Table 4.B .B; Operating Prof 11 o r  L o n .  Domestic Passenger S e rv ic e ,  I93B-198? 

IJDOO}
Tear P ro f f t /L oss Tear P ro f i t /L o s s

1938 -1,010 1965 443,433
1939 4,556 19G6 479,697
1940 S. 974 1967 410,978
1941 7,366 196B 308,111*
194? ?6,53l 1969 323,749
1943 ?7,403 1970 2,970
1944 36,413 1971 258,181
1945 34,064 197? 491,300
1946 -5,009 1973 493,795
1947 ■21,276 1974 766,035
194B 3,0?4 1975 117,279
1949 2?,453 1976 674,541
1950 62,659 1977 656,510
1951 106,504 1978 1,D17,943
195? 93,637 1979 129,433
1953 87,510 1900 -6,652
1954 101,933 1981 -263,03?
1955 124,05? 190? -675,092
1956 101,057
1967 41,255
1950 97,631
1959 106,784 '
1960 37,889 * 1938-1960 Data compiled on 48 s t a t e
1961 1,257 1969-198? Data compiled on 59 s t a t e
196? 89,965
1963 142,643
1964 316,702

Source: CM
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been very successful  a t  these a t tem pts .  Evident ly ,  the in d u s t ry  was not 

prepared fo r  the com pet i t ive  marketplace.  This  g e n e r a l i z a t i o n  has not 

been t ru e  for  the l o c a l s  however. Deregulat ion has been very good for  

them. In Table 4.B.9, p r o f i t s  a re  broken down between majors  and loca ls  

from 1970 through 1982, Although the  lo ca ls  s u f f e re d  a lo s s  in  1980, 

they did show p r o f i t s  in  1961 and 1982. The l o c a l s  seemed to  be much 

b e t t e r  prepared to respond to changes 1n the  environment.

Summary

As Calculated and P re fe r red  impacts,  both Revenue Passenger  Miles 

and Passenger Load F ac to r s  have Increased in the  deregu la ted  

environment. The A i r l i n e s  have s u b s ta n t i a l  con t ro l  over  t h e i r  

e f f ic ien cy  and p r o f i t a b i l i t y .  They appear to  have become more e f f i c i e n t  

as ind ica ted  by the r a t i o  of  Revenue Passenger Miles to  A va i lab le  Seat 

Miles, but they have not been a b le  to  achieve p r o f i t a b i l i t y  under 

deregulation. This i s  the case p a r t i c u l a r l y  with  the major a i r l i n e s .

Some suprises  which were Uncalculated.  P r e fe r re d  impacts  include the 

outstanding performance by the loca l  serv ice  a i r l i n e s .  There were 

g rea te r  increases  in RPMs and PLFs than  the major a i r l i n e s  had during 

the same period. These smal le r  a i r l i n e s  made p r o f i t s  even when the 

majors were incurr ing  huge debts.

These large deb ts  were Uncalculated . Monpreferred r e s u l t s  o f  the 

ADA, Since deregula t ion  was to  g ive  a i r l i n e s  more d ec i s io n  making power 

over p r o f i t a b i l i t y ,  i t  was be l iev ed  they would make r a t i o n a l  dec is ions  

leading to  p ro f i t s .  Ins tead ,  we see a s i t u a t i o n  where the majors  f e l t  

pressured to meet the  low p r ic e s  o f fe r e d  by the  new a i r l i n e s ,  leading to 

pr ice wars which in tu rn  plunged the  major a i r l i n e s  i n to  eve r  deepening 

debt. Although RPMs rose ,  they did not  r i s e  a s  f a s t  as they  had in the
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Table 4.8.9; P r o f i t  o r  Loss f o r  Domestic Operat ions  o f  Major and Local 
A i r l i n e s ,  1970-19B2

($000)
Year

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979 
1990
1981
1982

Majors Locals

16,737 
229,527 
434,059 
414,683 
680 ,D04 

83,796 
470,974 
517,212 
835,931 
-65,086 
241,214 
113,667 
■728,542

-8,798
28,886
52,641
63,730

100,373
30,295
90,470

129,412
144,976
130,436

-1,755
1,271

53,917

Source; Various I s s u e s ,  AIR CARRIER FINANCIAL STATISTICS
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same tfme period under regulat ion. Rising fuel co s ts  and economic 

recessions  c rea ted  l e s s  than optimal conditions fo r  the a i r l i n e s  t o  

respond to  1n the deregulated environment
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C: GROWTH AND RESPONSE TO DEREGULATION

The ADA was designed to  genera te  growth w i th in  the  a i r l i n e  

Industry. The CAB t i g h t l y  c o n t r o l l e d  access to  the  Indus t ry ,  making I t  

very d i f f i c u l t  to  gain en t ry .  The CAB determined which c a r r i e r  served 

each route .  Route d ec i s io n s  were made by cons ide r ing  p roposa ls  

submit ted by the  d i f f e r e n t  a i r l i n e s .  The Board took the  c a r r i e r s '  

f inanc ia l  s i t u a t i o n s  In to  co n s id e ra t io n  when making ro u te  d e c i s io n s ,  

a ttempting  to  s t r en g th en  the weaker a i r l i n e s .  The q u a l i t y  of p a s t  

serv ice  was a l s o  taken In to  account.  A new a i r l i n e  would no t  have any 

p r io r  se rv ice  to  prove I t s e l f ,  so they were not considered .  The ADA 

takes rou te  dec is ions  o u t  o f  the hands o f  the CAB and p laces  i t  In the  

hands of  the a i r l i n e s .  New a i r l i n e s  do not have t o  r e c e iv e  approval 

from the CAB f o r  s p e c i f i c  routes .  The new a i r l i n e s  must meet c e r t a i n  

sa fe ty  requirements  and use sound bus iness  p r a c t i c e s  b e fo re  being 

c e r t i f i c a t e d .  Table 4.C.1 shows the  number of new c e r t i f i c a t e s  granted.  

I n t r a s t a t e  a i r l i n e s  a re  those a i r l i n e s  which opera ted  only w i th in  

c e r t a in  s t a t e s  (C a l i fo rn ia ,  Texas, F lo r id a ,  Alaska and Hawaii),  and as 

such were beyond CAB co n t ro l .  P a r t  298 a i r l i n e s  were commuters,  whose 

serv ice  was l im i t e d  to  small a i r c r a f t  (15-20 s e a t s  maximum u n t i l  1972, 

and 30 s ea t s  un t i l  d e re g u la t io n  when I t  was r a i s e d  to 60 s e a t s  (Graham 

and Kaplan, December, 19B2, p.43}). A ll -cargo  a i r l i n e s  f lew  cargo 

r a th e r  than passengers  (e.g., Flying Tigers  and Emery) and supplemental 

a i r l i n e s  were those which f lew c h a r t e r s  (e.g., World Airways).  Between 

1978 and 1982, a to t a l  o f  e ig h ty -n in e  a i r l i n e s  were c e r t i f i c a t e d .  This 

more than doubled the number o f  c e r t i f i c a t e d  ro u te  c a r r i e r s  1n 1977. 

Although c e r t i f i c a t e d ,  many of th e se  a i r l i n e s  d id  not begin  s e rv ic e  or 

have a lready gone out  o f  bus iness  {see Table 4.F.3).
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Table 4 .C .1 :  Newly C e r t i f i c a t e d  A i r l i n e s ,  L976-1982 

Former
I n t r a s t a t e  Former Former Former

Year New A i r l i n e s  F a r t  2 96 All-Cargo Supplemental

1978 4 1 7 0 1
1979 0 3 5 2 3
1980 5 0 8 0 O
1981 15 O 14 O 0
1982 10 O 10 1 0

T o ta l -  89

Source: CAB AIR CARRIER TRANSPORTATION STATISTICS
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Table 4.C.2:  S t a t i o n s  Opened and S t a t i o n s  Closed, 1976-1982 

Tears S t a t i o n s  Opened S t a t i o n s  Closed

1978-1979 357 199
1979-1980 369 400
1980-1981 384 254
1981-1982 526 319

Tota ls 1,636 1,172

Source: CAB
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Table 4.C.3: Humber of  A i r c r a f t  In Service,  Number of C e r t i f i c a te d  Route 
Car r ie rs ,  1968-1982

A i rc ra f t
Humber of A i r c r a f t  Number of C e r t i f i c a te d  per

Year In Service Route Carr ie rs C arr ie r

1968 2,406 38 63,3
1969 2,610 39 66.9
1970 2,864 39 65.7
1971 2,534 37 68.5
1972 2,519 38 66.3
1973 2,492 35 71.2
1974 2,412 34 70.9
1975 2,434 35 69.5
1976 2,527 37 68,3
1977 2,441 37 66.0
1978 2,545 37 68.8
1979 3,609 47 76.8
1980 3,805 58 65.6
1981 3,974 86 46.2
1982 4,117 98 42.0

Source: CAB
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Another In d ic a to r  o f  growth 1s the number o f  new s t a t i o n s  opened 

and e x i s t i n g  s t a t i o n s  c losed  by the a i r l i n e s .  The ADA not only allowed 

e n t ry  freedom, bu t  a l so  e x i t  freedom. A ir l ines  were given more freedom 

1n abandoning ro u te s  they f e l t  were unprof i tab le .  I f  more s ta t io n s  have 

been opened than c losed ,  the in d u s t ry  has grown. Table 4.C.2 shows that  

between 1978 and 198Z, 1636 s t a t i o n s  were opened while 1172 were closed. 

The indus t ry  has grown by opening 464 s t a t i o n s  more than they closed. 

There may have been more openings and c lo s in g s ,  but  the Professional  Air 

T r a f f i c  C o n t ro l le r s  Organ iza t ion 's  (PATCO) s t r i k e  In 1981 caused the 

Department o f  T ranspor ta t ion  (DOT) to  l i m i t  the number of planes Into 

twenty- two o f  the b u s i e s t  a i r p o r t s .  I f  a route was abandoned, the DOT

gave the  s l o t  to another  a i r l i n e s .  Many a i r l i n e s  held on to  s lo ts

r a t h e r  than  lo se  them. This made I t  d i f f i c u l t  fo r  new a i r l i n e s  to gain 

access  to  the l a r g e r  a i r p o r t s .

The a i r l i n e  Indus t ry  has a l s o  Increased the number o f  a i r c r a f t  i t  

has in  serv ice .  The number of a i r c r a f t  changed very l i t t l e  between 1968 

and 1978. I t  was only a f t e r  de reg u la t io n  th a t  the number Increased from 

2,545 to  4,117. Table 4.C.3 a l so  shows the actual number o f  a i r l i n e s  In 

opera t ion  during the y e a r s  shown. The number o f  planes pe r  a i r l i n e  has 

decreased from a high of 71.2 In 1973 to  42.0 In 1982. This would 

in d ic a te  t h a t  the new e n t r i e s  a re  opera t ing  with fewer planes than was

the case with a i r l i n e s  before  deregu la t ion .

Avai lab le  Sea t  Miles (ASM), Revenue Passenger Miles (RPM), Revenue 

Passenger Enplanements (RPE), and Average Number of Seats per  Plane 

(ANSP) should a l l  Increase  with deregula t ion .  Tables 4.C.4 and 4.C.5 

examine each o f  these  I n d ic a to r s  down by a i r l i n e  f o r  the period between 

1976 and 1962, showing the percentage o f  growth fo r  each. Once again.
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T it t le  4.C.4: P e rc e n ta g e  o f  Growth Based o r  Twelve Month Average  D a ta  f o r
Major A i r l i n e s ,  1976-19B2

March ‘76 - '76 March '7 8 - '7 9
Enpl ane- Enplane*

Ki.lors ASMs Seats RPHs ments ASMs Seats ftPMs • e n t s

American S .3 8 .0 9 .8 B.6 9 .2 2 .9 I B .2 1 5 .E
B ran lf f 19,3 3.1 19,3 15.8 19,9 2,6 26.2 19.7
Continental 12.3 3.1 15.3 16.7 11, D 1,5 16.9 11.9
Delta 14,8 4 .5 15.6 15.5 11.3 3,5 20.6 19,0
Eastern 17.7 B.5 14.6 15.0 10.0 6.7 23.6 20.3
Hat1onal 40,2 1.4 40.9 27.0 0.9 *5.1 14.0 5.4
Northwest B,B l.B 16.1 17.3 s t r i k e a f f e c t e d
TWA 4 .a 2.B 10.5 10.7 6 .0 4.6 13.2 13.6
United 16, B 2.6 23.2 19.5 IB.8 4 .0 26.8 20,4
Western 26.0 7.3 20.5 18.1 6 .9 5.2 20.1 17.0
Pan Am 4,4 5.1 3.1 13.0 -11.2 6.B -2.B 3D.2

March '79-BO March '80 -

American 5.5 -1.5 8.1 3,7 -5 ,9 2.3 -1 3 .9 -16.1
B ran lf f 13.5 1.1 19.9 14.9 -27.0 0.6 -26 .1 -21.3
Conti nen ts l -2 .0 -8,4 -1 .4 -1 .3 -18.1 0 .2 - 2 0 .0 -17.9
Delta 8 ,0 3.3 7.1 7,4 5 ,0 1.6 - 5 .0 -B . l
E astern 9.6 3.9 13.5 10.9 10.5 6 .3 - 2 .9 -10.7
Rational •26,1 -3 ,6 -24 .9 -32.0 merger
Northwest 62,6 -7 ,2 87.1 79.2 -4 ,5 -3 ,0 - 7 ,6 3.8
TWA 11,5 6.1 11,7 10.6 -12. B 7.3 -1 6 .7 -15.9
United -12,4 -0 ,7 -14.0 -20.7 13.6 2.7 3.2 *6.5
Western - U . 9 0,3 -B .l 0 .2 -8 ,7 5.9 -1 3 .6 -17 .8
Pan Am 32.6 -39 .3  137.9 155.4 -6,7 0 .5 *11.7 -9 .5

March '8 1 - ' 82

American 5.3 11.7 9.5 6.3
B ran lf f -5 .8 B.O -7 .7 -6.3
Continental 9,B 6.9 6,5 8 .6
Delta 2.9 2.7 -3 .0 -7.1
Eastern 3,9 7.7 1.3 -3,3
Northwest *2.5 0.7 -2 .3 -6.6
TWA -10.3 6 .0 -e.s -9.1
Uni ted -9 .4 8.7 -4.1 *3,4
Western -1 0 .9 *D.B -7,7 -5.2
Pan Am -17.2 3.1 -12,7 -IB .6

Source:CAB AIR CARRIER TRANSPORTATION STATISTICS
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Table  4.C.5: P e rcen tage  o f  Growth B ated  on Twelve-Month Average Data f o r
Local S e rv ice  A i r l i n e s ,  1976-1982

March 7 6 - ’76 March '7 B - ’79
Enplane- Enplane-

LocaH ASHi Seats RPHs

Allegheny
(USAlr)

6,7 1-1 11.2

F ro n t ie r 23.6 5,5 30.9
Hughes 34,9 6.7 42.1
North Central 24.3 14.3 24.7
Ozark 23.6 10.1 27,e
Piedmont 15.7 5.3 19.1
Southern 21.0 5.4 21,2
Texas I n t e r - 35.4 17.5 59.4
na tio na l

March *79->80

Allegheny
(USAJr)

19,3 6.1 24.6

F ro n t ie r 25,3 ID.3 20.7
Hughes -2.7 2,0 2.7
North Central -6 .7 7.1 -66,5
Ozark -2 ,5 3.4 -2 ,0
Piedmont 37,4 12.8 35.4
Southern -73.3 2.2 -71.7
Texas I n t e r  40.5 6.6 39,1
n a tio na l

March ‘B l- 'S?

Allegheny 
(USAir)

6.0 2.7 0,6

F ro n t ie r 11.8 4.8 15.2
Ozark 18,3 7.2 19.8
Piedmont 22.1 6.2 32.8
Texas I n t e r  1.4 0 ,5 -4 .0
na tion a l

■ents ASHs Seats fiPHj ■ents

13.5 6.0 0,4 15.7 11.4

26.8 22.3 5,1 27.0 19,1
36.4 13.7 -0 ,8 18.2 14,4
20.1 27.1 7.9 44.3 26.9
19.1 17,0 3,2 27.7 13.9
15.5 11.3 4.9 17.6 12.9
16.6 22.7 -1 .3 29.7 19,4

54.4 76.C 6.4 29.7 17,6

March *80-*81

9.1 9.4 5 .9  2 .2 -2 .6

12,9 1.7 4 ,0  -0 .4 -8,1
-18.3 merger
-69.4 Kerger
-14,6 6.0 4,7 -0 .1 -5 .2

16.4 25.7 8.1 23.8 7.3
-72.1 merger
12.4 -1 .7 2.D -2 .5 -7 .0

-4 ,3

3.2
7.2 

26.6
- 1 2 . 6

Source: CAB Alfl CARRIER TftAKSPQRTATIDN STATISTICS
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we see the d i f fe ren ces  1n performance between major and local  a i r l i n e s .  

In 1932, while a l l  o f  the majors were f lying l e s s ,  a l l  of the  loca ls  had 

growth fn ava i lab le  s e a t  miles.  All but two lo ca l s  had growth In 

enplanements, while only two majors showed growth In enplanements for  

the same period (e.g., American and Continental).

I t  would appear t h a t  although the majors have fewer RPMs, the  RPMs 

are f a l l i n g  a t  a s lower  r a te  than enplanements. According to  Meyer, I f  

the RPMs r i s e  f a s t e r  than Revenue Passenger Enplanements (RPEs), 

passengers are f ly ing  longer distances. Table 4.C.6 shows t h a t  between 

1978 and 1982, RPMs rose 134 while RPEs rose 74. I t  would appear then 

th a t  passengers are taking fewer but s l i g h t ly  longer t r i p s .

The longer the t r i p ,  the less  expensive become the per  mile costs .  

The most expensive p a r t  of the t r i p  are the take-o ffs  and landings  

because of the fuel u t i l i z e d ,  With the new freedom to e n t e r  and change 

routes ,  a i r l i n e s  may have responded by making t h e i r  rou tes  longer.  This 

would u t i l i z e  equipment more e f f i c i e n t ly .  Table 4.C.7 shows f l i g h t  s tage 

length percentage growth or  how the length of t r i p s  has changed. All of 

the a i r l i n e s ,  except Pan Am, have increased I t s  f l i g h t  s tage lengths.

Pan Am has been engaged In a major reconfiguring o f  I t s  rou te  system,

The main focus remains on th e i r  In te rna t ional  operations,  but Pan Am Is  

at tempting to a t t r a c t  customers on th e i r  domestic routes  which are 

scheduled to serve the  a i r l i n e ’s Inte rnat ional  f l i g h t s .  Even though 

t h e i r  f l i g h t  stage leng ths  have declined. Pan Am's are s t i l l  the longest  

of a l l  of the a i r l i n e s  (964.7 miles). Again, the lo ca ls  have shown the 

g r e a t e s t  change. Before deregulation, the  loca ls  were forced to serve 

the smal le r  markets in  spec i f ic  geographical areas.  Their  Average Stage 

Lengths (Table 4.C.8) were quite short,  sometimes six times sh o r t e r  than
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Tab!e 4.C.6: Total Domestic Revenue P assen ger  Miles end Revenue Passenger 
Enplanements, 1970-198?

Revenue Revenue
Passenger MUes P assenger  Enplanements

Tear CODO ] roooi

1970 104,146,607 153,66?
1971 106,438,400 156,195
1972 116,137,978 172,46?
1973 126,317,334 183,27?
1974 129,731,04? 109,724
1975 131,728,389 188,746
1976 145,? 7 ] , ?63 206,279
1977 156,609,249 222,263
1975 182,669,424 253,960
1979 20B,B9Q,8S4 292,700
1950 200,086,577 Z7?,771
19S1 195.714,755 265,304
1952 209,577,677 273,494

Percentage Change
Tear RPMs RPEs

1970-1979 121 131
1979-1900 -4 -7
19S0-1951 0 *3
1981-198? 5 3
1975-196? 13 7

Source: CAB Aid CARRIER TRANSPORTATION STATISTICS
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Table 4.C.7: F l i g h t  Stage Length Percentage Growth, 1976-1982

March March March March March
Majors 76-78 78-79 79-80 30-81 81 -82 Total

American 0.2 5.2 11.7 3.4 - 1 .0 19.5
B ra n l f f 7.6 4.3 7.6 -1.9 0 .3 17.9
Continenta l 4.4 5.5 e . a 1.5 1.9 22.1
Delta 3.5 1.9 5.1 6.0 1.9 21.5
Eastern 0.4 -0 .9 4.2 8.3 4.1 16.9
National 20.8 13.4 19.7 merger 53,9
Northwest 0.1 3.7 -0 .6 -0 .8 5.6 8.0
TWA 0,5 -0 ,9 4.0 -2.7 1.1 2.0
United 0 .6 5.5 11.8 15.1 - 1 .4 31.6
Western 9.1 -0 .6 0.0 5.5 -0 .5 13.5
Pan Am -18 .6 -19.6 -13.2 3.0 9 .6 -38.8

Locals

A1 legheny 
(USAlr)

2.5 5.3 18.4 5.0 7.8 39.0

F r o n t i e r 11.8 8 .8 11.0 11.0 14,9 53,0
Hughes 13.2 11.9 27.4 merger 52.5
North Central  7.3 10.8 14.3 merger 32.4
Ozark 13.7 9.9 21.0 10.4 16.1 71.1
Piedmont 6.2 9.0 22.6 14.9 9.0 61.7
Southern 6 .0 14.8 7.0 merger 28,6
Texas I n t e r 
na t iona l

■ 21.8 17.3 25.6 -0.4 14.7 79.0

Source: CAB AIR CARRIER TRANSPORTATION STATISTICS



www.manaraa.com

95

Table 4.C.8: Average Domestic Stage Lengths In Miles f o r  Major and 
Local A i r l i n e s ,  1978-1982

March March March March
Majors 78-79 79-80 80-61 81-82

American 778.7 880.0 909,6 900,9
Braniff 533,5 574.3 563.6 565.5
Continental 627.4 682.5 692.7 706.2
Delta 451,3 474.5 503,1 528,4
Eastern 487.7 508.0 550.1 572.7
National 662.1 792,7 merger
Northwest 576.4 572.9 568.3 600.4
TWA 762.1 792.5 771.2 779.8
United 705.0 788,0 906.9 894.1
Western 620.6 620.7 655.1 652,1
Pan Am 1*137,1 9B6.7 880,5 964,7

Locals

Allegheny
(USA1r)

248.5 294.3 309.1 333.1

Frontie r 237.4 263,6 293.1 336.7
Hughes 302.0 381.5 merger
North Central 157,0 179.5 merger
Ozark 204.8 247.8 273.6 317.7
Piedmont 186,5 228.7 262.7 286.4
Southern 215.3 230.3 merger

452.7Texas I n t e r 
national

317.0 398.3 396.8

Source: CAB AIR CARRIER TRANSPORTATION STATISTICS
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those of  the  major a i r l i n e s .  Locals s t i l l  lag behind the majors in 

t h e i r  average f l i g h t  stage leng ths ,  but they are gaining.

Since the  a i r l i n e s  are f ly ing  longer  rou tes ,  t h e i r  u t i l i z a t i o n  of 

a i r c r a f t  a l so  should r i s e .  The more a i r c r a f t  are used, the more 

e f f i c i e n t  the response to  deregula t ion.  The u t i l i z a t i o n  of  a i r c r a f t  

rose  to  10.3 hours p e r  day in  1979, b u t  1n 1981 f e l l  to  9.2, which I t  

was in 1973, The a i r l i n e s  are  not using t h e i r  equipment fo r  longer 

periods per  day (Table 4.C.9). The c o n s t r a in t s  of maintenance and 

safe ty may not allow fo r  more u t i l i z a t i o n  o f  a i r c r a f t .

Route Networks

As Graham and Kaplan point  out ,  the a i r l i n e ' s  s t r a t e g i e s  f o r  t h e i r  

networks has depended upon th e i r  s t a tu s  before  deregulation. The 

es tab l i shed  a i r l i n e s  have concentrated on c r e a t in g  hub-and-spoke feeder  

networks. The local service a i r l i n e s  have expanded into longer-haul 

markets and the  new en t ra n t s  have concentrated  on p o in t - to -p o in t  serv ice  

in the major markets.

Almost a l l  of  the major t runks  terminated service to small c i t i e s  

to reorganize t h e i r  operat ions in to  hub and spoke networks. The 

regional a i r l i n e s  l i k e  USAIr, Piedmont and Republic,  are a lso  following 

th i s  trend. Piedmont Is  e s ta b l i sh in g  I t s  hubs a t  small to  medium 

markets;  Char lo t te ,  North Carolina,  P i t t sbu rgh ,  Pennsylvania,  and 

Baltimore, Maryland, I t  also i s  providing some p o in t - to -p o in t  service.

The hub-and-spoke network has several  advantages; the a i r l i n e s  

feed through a centra l  hub. The passenger usual ly  remains on the  same 

a i r l i n e  through to  f ina l  des t ina t ion .  A i r l in e s  cannot o f f e r  p o in t - to -  

po in t  serv ice  to  a l l  c i t i e s  with t h e i r  l im i te d  numbers of a i rp lanes .

With hub-and-spoke, service can be provided to  more points with fewer
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Table 4,0,9: Domestic A i r c r a f t  U t i l i z a t i o n  and Average O n-H lgh t  Trip 
Length, 1971-1981

Year

A i r c r a f t  U t i l i z a t i o n  
Rates (Block per 
hours pe r  day}

Average ; 
Tr ip  ten 
(miles)

1971 a . 6 786
1972 8.6 792
1973 9.2 797
1974 8.0 795
1975 8.7 810
1976 8 .9 819
1977 9.5 820
1978 9.7 837
1979 10.3 854
1980 9.6 084
Year ending 6/30/81 9.2 899

Source: CAB
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a i r c r a f t .  The a i r l i n e  can then keep the passenger on l i n e ,  r a t h e r  than 

l e t t i n g  another  a i r l i n e  take them to  t h e i r  d es t in a t io n ,  o r  more 

Importantly ,  the a i r l i n e s  ’’feed" t h e i r  own continuing f l i g h t s .  Another 

advantage of the hub-and-spoke system Is  t h a t  the a i r l i n e s  r ece ives  more 

immediate revenue than I f  ano ther  a i r l i n e  feeds passengers  to  them.

{The a i r l i n e  t h a t  the passenger i s  t i ck e ted  on f i r s t  rece ives  the f a re  

fo r  the e n t i r e  t r i p .  At a l a t e r  t ime the a i r l i n e  of the connecting 

f l i g h t  receives  payment from the  o r ig in a to r  a i r l i n e .  I f  a passenger  

f l i e s  USAir to P i t t sb u rg h  from Cincinnat i  then changes to  Del ta  to  New 

York, fo r  example,then USAir rece ives  the fu l l  fa re  and pays Delta 

l a t e r . )

The reg iona ls  have been very successful  with t h e i r  hub-and-spoke 

networks. These networks serve small and medium c i t i e s .  (They a re  able  

to charge higher  f a r e s  because there  i s  usually  l i t t l e  com pe t i t ion  on 

these routes.)  The la rg e r  a i r l i n e s  are beginning to r e c o n s id e r  t h e i r  

decis ion to  pull  ou t  of small and medium c i t i e s  and have r e -e n te r e d  some 

of these markets (United i s  r e - e n t e r in g  the small hub o f  Manchester, New 

Hampshire and w i l l  provide s e rv ice  to Chicago.)

The s t r u c tu r e  of the Industry  has changed with the  e n t r y  of new 

a i r l i n e s  as  well as with the success o f  the local a i r l i n e s .  Domestic 

RPMs f o r  the major a i r l i n e s  have f a l l e n  from 87i in 1978 to  about 801 in

1981. Local a i r l i n e s  have ra i sed  t h e i r  share In the market from 91 to  

12% and new e n t r a n t s  now have a 7.71 share of the market (Graham and 

Kaplan, December, 1962, p.53).

Sunriary

Impacts r e l a t in g  to Growth and Response to  de regu la t ion  have been 

pos i t ive .  Those which were Calcula ted  include more than t r i p l i n g  the
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number of  c e r t i f i c a t e d  a i r l i n e s  In the industry ,  Increasing the number 

o f  new s t a t io n s  served, Increasing the number of a i r c r a f t  1n se rv ice  and 

in order  to  become more e f f i c i e n t ,  increasing the  stage lengths  flown. 

The a i r l i n e s  have begun to  r a t i o n a l i z e  t h e i r  route systems, most by 

using the hub-and-spoke method o f  organizat ion.  And t h i s  has r e su l ted  

in  more e f f i c i e n t  use of  a i r c r a f t  and the a b i l i t y  of a i r l i n e s  to  serve 

more markets than previously poss ib le  using a p o in t - to -p o in t  route 

system.

Uncalculated. Preferred Impacts again r e l a t e  to  the preformance of 

local  serv ice  a i r l i n e s .  These c a r r i e r s  have Increased th e i r  ASHs, RPMs, 

RPEs, and ANSPs. The performance of these  smaller  a i r l i n e s  was 

uncalculated  because i t  was feared t h a t  they would not be able  to 

compete with the targe a i r l i n e s  with t h e i r  e s ta b l i shed  resources. As 1t  

has turned out,  i t  Is  the large a i r l i n e s  which have not responded well 

to the deregulated marketplace. In sum, the ADA thusfa r  has r e su l ted  in 

the complete reworking and reorganizing of the a i r l i n e s  route  systems 

which serve the United Sta tes .  Most a i r l i n e s  are adopting hub-and-spoke 

systems which allow them to serve more markets by feeding passengers 

In to  cen t ra l  hubs to  make connecting f l i g h t s ,  r a th e r  than the p o in t - t o -  

po in t  route systems u t i l i z e d  under regulat ion.
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D: SHALL COMMUNITY SERYICE

Routes serving small communities tend to  be the l e a s t  a t t r a c t i v e  

to  the major a i r l i n e s .  They a r e  low dens i ty  markets  and the re fo re  not 

very p r o f i t a b l e  to  serve with large planes . Before deregu la t ion ,  the 

CAB could force  a i r l i n e s  to serve  sm al le r  communities,  and the a i r l i n e s  

were given subs id ies  fo r  serving routes  th a t  l o s t  money. Smaller 

communities were served by l a rg e  [and sp a rse ly  f i l l e d )  a i r c r a f t  in many 

cases.  After  de regu la t ion ,  the  p r a c t i c e  of us ing  these  l a rg e r  a i r c r a f t  

by the major a i r l i n e s  became too i n e f f i c i e n t  and the major  a i r l i n e s  

abandoned those unpro f i tab le  routes.  Proponents of  de regu la t ion  f e l t  

t h a t  sm a l le r  a i r l i n e s ,  f ly ing  sm al le r  a i r p la n e s  would pick up routes 

l e f t  empty by the l a r g e r  a i r l i n e s .

This sec t ion  w i l l  in v es t ig a te  the impact o f  the ADA on smaller  

communities.  Some communities are guaranteed a i r  s e rv ice  through I98B 

because they have been designated as " e s se n t ia l  serv ice"  communities 

(see Appendix B for  sp e c i f i c  communities).  The ADA changed the way In 

which subs id ies  for  these  e s s e n t i a l  rou te s  are d i s t r i b u t e d  to  the 

a i r l i n e s .  The l a r g e r  a i r l i n e s  were allowed to  abandon these  communities 

i f  a replacement was found. Another i s s u e  which 1s r e l a t e d  to  the above 

d iscuss ion  i s  the  a c c e p t a b i l i t y  of  sm a l le r  a i r l i n e s  as replacements for  

the l a r g e r  a i r l i n e s .  These sm al le r  a i r l i n e s  may have f i l l e d  the a i r  

t r a n s p o r t  se rv ice  gap l e f t  by the  l a r g e r  a i r l i n e s ,  however, the 

community may not  f ind  the sm al le r  a i rp la n e s  s a f e  and acceptable .

Table 4.D.1 p resen ts  data r e l a t in g  to  the  number o f  departures  and 

s e a t s  a v a i l a b le  per week by hub size. Large hubs have not s u b s ta n t i a l ly  

Increased e i t h e r  depar tu res  or  seats  ava i lab le .  The percentage change
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t a b l e  4 .D.I :  Summa r y  o f  A i r c r a f t  D e p a r t u r e s  e n d  A v a i l a b l e  S e a t s  by  Hub 
C a t e g o r y ,  1 9 7 7 - 1 9 8 2

Hub S f y e
L a r g e H e d l u m S h a l l Hsn T o t a l

Number  o f
t c x m i u n f t l r s
1 9 7 7 - 1 9 0 0 24 35 71 £20 659

1981 23 37 71 468 599
1982 23 37 6 5 457 5 02

D e p a r t u r e s  p e r w e s t :
O c t T T ,  1 9 7 / " 5 9 ^ 7 7 2 1 , 3 1 5 1 3 , 5 8 6 2 5 , 7 2 0 1 2 0 , 5 9 0
O c t .  1 ,  1970 6 5 , 7 6 0 2 0 , 1 4 7 1 5 . 3 5 4 2 7 , 3 3 2 1 2 8 , 5 8 3
O c t .  1 .  1 97 9 6 0 . 4 1 5 2 4 , 5 2 9 1 5 , 5 2 4 2 9 , 3 7 5 1 3 7 , 0 4 3
O c t .  1 ,  198 0 6 4 , 6 1 3 2 2 , 3 6 3 1 4 , 4 0 3 2 6 , 9 5 1 127 , 3 3 0
O c t .  1 ,  1981 6 1 , 5 2 4 2 3 , 5 5 2 1 3 , 2 5 6 7 4 , 3 0 6 1 2 2 , 6 5 0
O c t .  1 ,  1982 6 5 , 0 0 6 27. 6ZD 1 4 , 3 4 2 2 6 , 0 6 6 1 3 3 , 0 3 4

P e r c e n t a g e  C h a n g e ;
1 9 7 7 - 1 9 8 0 9.DI 2 2 . 6 4 4 . 6 1 1 . 3 1 9 . 9 1
1 9 7 7 - 1 9 7 8 8 . 9 1 7 . 8 1 0 . 9 5 . 9 6.2
1 4 7 0 - 1 9 8 2 0 2 7 . 0 - 7 . 0 - 0 . 5 3 . 9

A v a i l a b l e  S e a t s  p e r  Me e t :
Bet ' . '  t f f 9 7 7 " & 7 7 F 0 7 I S 7  2 , 1 2 0 , 1 1 4  1 , 1 5 7 , 4 2 0  9 4 0 . 4 3 3  1 0 , 9 7 0 , 3 4 2
O c t .  1 ,  197S 7 , 4 1 9 , 3 0 6  1 , 9 2 6 , 1 1 9  1 , 2 7 7 , 9 4 2  8 9 2 , 8 9 7  1 1 , 5 1 6 , 3 4 4
O c t .  1 ,  197 9  7 , 7 1 6 , 6 5 0  2 . 2 6 5 , 4 3 2  1 , 2 1 5 , 7 0 9  9 3 6 , 9 5 5  1 2 , 1 3 6 , 7 4 6
O c t ,  1 .  198 0  7 , 2 4 9 , 5 3 4  2 , 0 3 6 , 6 3 5  1 , 1 3 7 . 1 2 3  8 3 7 , 1 1 2  1 1 , 2 6 0 , 4 0 4
O c t .  1 ,  1981 HA HA 7U HA HA
O c t .  1 ,  1982 7 , 8 1 2 , 3 4 6  2 , 4 6 5 , 0 0 8  1 , 1 4 3 , 2 6 2  0 6 6 , 2 8 9  1 2 , 2 8 5 . 9 0 5

P e r c e n t a g e  Ch a n g e :
1577 - 198? 13.51  14,01  - 1.21  - 8 .61  10.61
1977-1970 6,1 -3 .2  4 .6  -0 .2  5.0
1 9 7 8 - 1 9 8 2  5 . 0  2 1 . 8  - 1 1 . 8  - 3 . 1  6 , 3

S o u r c e :  CAS AIR CARRIER TRANSPORTATION STATISTI CS
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In depar tures  from 1978 to 1982 was 0% and the change 1n a v a i lab le  s e a t s  

per week for  the same period was a mere 5%, Medium hubs have increased 

both sea ts  and depar tu res ,  depar tures  rose 27% between 1978 and 1982* 

and seats  rose  21.3% fo r  the same period. Small and non-hubs have l o s t  

both sea ts  and depar tures ,  -11,8% and -3,1% drop in s e a t s ,  and -7% and - 

.5% drop in  depar tures  respect ive ly .  Medium hubs seem to be the 

'‘winners" s ince  deregulat ion.  The a i r l i n e s  have been improving se rv ices  

to these communities a t  the expense of the smaller  communities.  The 

a i r l i n e s  seemed to Increase t r a f f i c  to  a l l  communities in  1979* the 

f i r s t  fu ll  year  under deregulation.  1980 saw a drop in serv ice  to  a l l  

hubs, due in  a l l  p ro b ab i l i ty  to  the economic recess ion,  1932 shows 

improvement in  sea ts  and depar tures  fo r  a l l  of  the hubs, with small and 

non-hubs s t i l l  below the level of  seats  and depar tures  of fered  in 1977 

and 1978.

About 70% of large hubs have increased both sea ts  and depar tures  

s ince  deregulation.  Small hubs have not fared well ,  with a l i t t l e  more 

than a t h i r d  increasing seats  and depar tures  and 42% losing both sea ts  

and depar tures  (Table 4,D,2). These data reveal nothing about the 

q u a l i ty  of service.  Those small communities losing trunk or  local 

service may now be serviced by small commuter a i r l i n e s .  Hot only have 

sea ts  and depar tures  decreased s ince  deregulat ion, but  the number of 

s ea ts  per departure  has a l so  decreased under deregula t ion (Table 4.D.3). 

This would Ind ica te  the use of  smal le r  planes. As j u s t  about anyone who 

has flown these  commuters can t e s t i f y ,  they are not as convenient or 

comfortable as the l a rg e r  planes. Safety records of commuter a i r l i n e s ,  

although improving, have not been as impressive as those o f  the major 

and local c a r r i e r s .  The data  in t a b le  4.D.4 reveal t h a t  both small and
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Table 4.D.2: D is t r ibu t ion  of Departure Changes by Hub Size ,  December 
1982 vs. December 1978.

Changes Number of Hubs
Departures Seats Large Medium Small

Increase Increase 16 17 21
Increase Decrease 1 6 10
Decrease Increase 4 Z 5
Decrease Decrease 2 1 26

Total 23 35 G2

Percentage Changes In Dis tr ibution of  Departure Changes by Hub Size,  
1970-1982--------- ----------------------------------------------------------

Changes Percentages of  Hubs
Departures Seats Large Medium Small

Increase Increase 69.62, 48.6% 33.9%
Increase Decrease 4.3 17.1 16.1
Decrease Increase 17.4 5,7 8,1
Decrease Decrease i l l 28.6 41,9

Total 100.0 100.0 100.0

Source: CAB
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Table 4.D.3: Seats  Per Departure, December, 1978 vs. December, 1982

Hub Class Dec.1978 Dec.1982 % chan

Large 111.3 117.0 5.11
Medium 95.9 93.5 -2.5
Small 84.6 77.8 -8.0
Non-bub 37.6 32,8 -12.8

Total 8B.6 91.5 3.0

Source: CAB
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Table 4.D.4: D i s t r i b u t i o n  o f  Departure  Changes fo r  Small and Non-hubs, 
1979-1981

Number o f  Hubs
Change Smal 1 Non-hub Total

1979
Increase 30 174 204
No Change 1 65 66
Decrease 40 241 281

Passenger Enplanements;
(ml 1 Hons) 26.9 6.2 33.1

1980
Increase 31 189 220
No Change I 46 47
Decrease 40 237 277

Passenger  Enplanements;
{mil l ions) 23.4 6.2 29.6

1981
Increase 35 146 181
No Change 0 36 36
Decrease 30 275 305

Passenger  Enplanements:
(mil l  Ions) 

Source: CAB

20.9 5.7 26.6
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non-hubs have had fewer enplanements since 197B. Some o f  the  decreases 

in enplanements can be explained by the general downturn in the 

industry ,  but enplanements a t  la rge  hubs decreased 131 from 1978 to 1981 

while medium hubs Increased enplanements by 21. The small and non-hubs 

both had decreases in enplanements,  22% and 81 r e sp e c t iv e ly .  The 

decrease in enplanements,  e sp e c ia l ly  fo r  small hubs seems to  r e f l e c t  

more than the downturn due to the recess ion .  The small hubs were the 

most l ike ly  to  have l o s t  serv ice  by the  majors. Non-hubs were probably 

serviced by commuters before deregula t ion ,  and passengers  have not been 

as a f fec ted  by deregula t ion as those a t  small hubs.

Hot only a re  depar tures  and s e a t s  d ec l in ing ,  bu t  many communities 

are losing se rv ice  completely. Table 4.D.5 in d ic a te s  t h a t  2,371 markets 

have l o s t  s ingle  plane service between 1978 and 1962, while 1,818 

markets have gained new s ing le-p lane  se rv ice ,  553 more communities 

los ing  service than gaining i t .  The number of com pet i t ive  markets  has 

shown a net Increase. Deregulation has encouraged more competi t ion  In 

some of the sm a l le r  communities previously  served by only one a i r l i n e .

The Impacts of the ADA on se rv ice  to small communities have been 

mixed and depend upon which exper ts  one reads. Gary Dorman repo r ts  t h a t  

deregulat ion has improved the q u a l i ty  o f  a i r  s e rv ic e  to small 

communities. He found th a t  t rave l  t im es  have decreased by about an hour 

fo r  passengers using the small and non-hubs. He c r e d i t s  t h i s  to  the 

Increased number o f  f l i g h t s  now o f fe red  by a i r l i n e s  f ly ing  smal ler  

a i r c r a f t .  According to the data presented in  Tables 4.D.1, 4.D.2 and 

4.D.4, these Increases  in the number o f  depar tu res  have not occured in 

most of the small and non-hubs. Host s tud ies  have found t h a t  there has 

been a net reduction in the q ua l i ty  and q u an t i ty  o f  a i r  se rv ice  to most
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T a b l e  4 , 0 , 5 :  Cha ng e*  I n  M a r k e t *  R e c e i v i n g  S i n g l e - P l a n e  S e r v i c e  a n d  
C o m p e t i t i v e  S e r v i c e ,  A u g u s t ,  1 9 8 ?  vs ,  A u g u s t ,  1 9 7 B

Number  o f  M a r k e t s

New S i n g l e - p l a n *  S e r v i c e  1 /  1 , 6 1 6
D e l e t i o n  o f  s i n g l e - p l a n e  s e r v i c e  ? /  2 , 3 7 1
N e t  C h a n g e  I n  S i n g l e - p l a n e  m a r k e t s  - 5 5 3

New C c f l p e t l t v e  S e r v i c e  3 /  £40
D e l e t i o n  o f  C o m p e t i t i v e  S e r v i c e  4 /  293
Ne t  Cha nge  I n  C o m p e t i t i v e  M a r k e t s  +247

17 M a r k e t s  w i t h  n o  s i n g l e - p l a n e  s e r v i c e  shown I n  A u g u s t  1 ,  1 97 8  O f f i c i a l  
A i r l i n e  G u i de  (DAG) b u t  w i t h  o n e  o r  s o r e  c a r r i e r s  s h e w n  1n A u g u s t  1 ,  190 ?  
DAG.

2 /  M a r k e t s  w i t h  one  o r  m o r e  c a r r i e r s  shown a s  p r o v i d i n g  s i n g l e - p l a n e  s e r v i c e  
I n  t h e  A u g u s t  1,  197B QA& h u t  w i t h  no c a r r i e r s  sho wn  1n t h e  A u g u s t  1,
1902 HAG.

3 /  M a r k e t s  w i t h  one  c a r r i e r  shown a s  p r o v i d i n g  s i n g l e - p l a n e  s e r v i c e  I n  t h e  
A u g u s t  1 ,  197B OAG a n d  two Dr  mor e  c a r r i e r s  s h o w n ' I n  t h e  A u g u s t  J ,  1902 
DAG.

4 /  M a r k e t s  w i t h  two o r  m o r e  c a r r i e r s  shown a s  p r o v i d i n g  s i n g l e - p l a n e  s e r v i c e  
I n  t h e  A u g u s t  1, 1976 OAG a n d  o n l y  o n e  c a r r i e r  Shown 1n t h e  A u g u s t  1,
1982 DAG.

S o u r c e :  CAB AIR CARRIES FINANCIAL STATISTICS
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small and medium sized communities  (S1mat* Hellison and Eichner,

J a n u a r y ,  1902, p.1 and GAO, 1983).

A i r l i n e  s e rv ice  i s  very im portan t  to  small communities,  as pointed 

ou t  p rev ious ly  in the d i scu s s io n  o f  Fares* Business f irms look for 

a i r l i n e  s e rv ic e  as a p r e r e q u i s i t e  before  locat ing new f a c i l i t i e s .  Small 

communit ies a re  a t  a d isadvantage i f  they have l o s t  service.

"Chattanooga fo r  example, l o s t  several  la rge  in d u s t r i a l  r e loca t ions  when 

a number of i n d u s t r i e s  which were ready to move to the Chattanooga area 

in d ica ted  t h a t ,  because o f  the  d ec l in in g  a i r l i n e  serv ice  offered* they 

had decided not  to lo c a t e  in  the a rea1' (n / e / r / a  to p i c s , January, 1962),

Some communities have been guaranteed service through 1988.

S e rv ice  i s  guaranteed through su b s id ie s  to  the a i r l i n e s  serving these 

communities.  Subsidies  have a long h i s to r y  with the av ia t ion  industry.

At f i r s t  a i r l i n e s  were subs id ized  f o r  carrying mall. From 1961 through 

1977, a i r l i n e s  were on a c l a s s - r a t e  system. Subsidies were paid based 

on a formula der ived from the  indus t ry  average performance. Car r ie rs  

were supposed to  be rewarded fo r  b e t t e r  than average performance. The 

CAB ad jus ted  the system over  the  y e a r s  and some of these  incen t ives  had 

been blunted.

The ADA amended Sec t ion  406 o f  the  Federal Aviation Act o f  195B 

which provided su b s id ie s  to  a i r l i n e s  serving small communities.

Subsid ies  are now based on the needs o f  the community, r a th e r  than on 

the  to t a l  system needs of the  c a r r i e r .  The Act a lso s ta t e d  t h a t  "any 

p o in t  which was rece iv ing  o r  au tho r ized  to  receive service by 

c e r t i f i c a t e d  c a r r i e r  when the  Act became law (Oct. 24*1978) w i l l  receive 

an 'e s sen t ia l*  leve l  o f  s e rv ic e  f o r  the next ten y e a r s ,11 (CAS, AIR 

CARRIER TRANSPORTATION STATISTICS, 1978). (Communities losing service
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completely were not served by c e r t i f i c a t e d  c a r r i e r s ,  commuters a re  not 

c e r t i f i c a t e d . )  Levels o f  subsidies  paid under Sect ion 406 and the new 

Section 419 a re  ou t l ined  in Table 4.D.6. Subsidies  declined markedly in

1982.

Table 4.D.7 l i s t s  the a i r l i n e s  rece iv ing  subsid ies .  By 1982* the 

a i r l i n e s  rece iv ing  su b s id ie s  are predominantly the newer a i r l i n e s  with 

smaller  a i rp la n e s .  These a i r l i n e s  have taken up the sm a l le r  routes.

There a re  319 communities covered by the  Essen tia l  Air  Service
ba

(EAS). Each o f  these communities i s  served by only one c a r r i e r  (see 

Appendix A f o r  a l i s t  o f  e s sen t ia l  se rv ice  communities).  The gu ide l ines  

s e t  by the EAS fo r  th e se  communities provide fo r  s u f f i c i e n t  a v a i l a b l e  

sea ts  a t  a 50% load f a c t o r  to  accomodate the h i s t o r i c  level  o f  passenger  

enplanements,  up to a maximum of  e ig h ty  s ea t s  d a i ly  In each d i r e c t io n ,  

d i r e c t  se rv ice  to  one o r  more hub a i r p o r t s  and a minimum of two w e l l -  

t imed f l i g h t s  dal ly .  I f  a c a r r i e r  d e s i r e s  to  te rm ina te  serv ice  to  one 

of  these communities,  they must f i l e  a terminat ion  notice .  A 

replacement must be found before the  c a r r i e r  can e x i t  from the  

community. I f  a replacement cannot be found* the c a r r i e r  becomes 

e l i g i b l e  to  be compensated for  any lo sses  incurred  while  keeping se rv ice  

a t  the l e v e l s  required by the CAB. C a r r ie r s  f i l i n g  te rm ina t ion  n o t ices  

a r e  l i s t e d  In Table  4.D.8,

A r e c e n t  GAO r e p o r t  has concluded t h a t  Mthe number of passengers 

using a i r  se rv ice  a t  subsidized e s se n t i a l  a i r  se rv ice  communities 

decreased 50% since deregula t ion  became e f f e c t i v e  1n 1973* and un less  

ci rcumstances change* c a r r i e r s  are l i k e l y  to  drop or s u b s t a n t i a l l y  

reduce se rv ice  to  the subsidized communities when the  program ends In 

1988,“ (AVIATION WEEK AND SPACE TECHNOLOGY* 13 June 1983, p .41). The
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T a b l e 4 , D , £ :  S u b s i d y  O u t l a w s  f o r  S e r v i c e  t o  E s s e n t i a l  S e r v i c e  C o m m u n i t i e s ,  
by S e c t i o n  f i n  t h o u s a n d s  o f  d o l l a r s ) ,  197CM9S2

F i s c a l  Y e a r S e c t i o n  496  S u b s i d y S e c t i o n  4 1 9  S u b s i d y T o t a l

1970 3 £ , S 4 6 3 6 , 5 4 5
1971 5 5 , 1 5 7 6 5 , 1 5 2
1972 6 3 , 9 7 7 6 2 , 9 7 7
1973 7 3 , 2 3 3 7 2 , 2 2 3
1974 7 3 , 3 6 2 7 3 , 3 6 2
1975 63,5111 6 3 , 5 6 1
1976 7 1 , 3 4 3 7 1 , 3 4 3
1977 *i 7 9 , 7 6 7 7 9 , 7 0 7
1978 7 3 , 9 9 9 7 3 , 9 9 9
1979 7 2 , 6 6 5 363 7 3 , 0 4 5
1983 8 0 , 8 6 7 9 , 4 3 6 9 0 , 3 0 5
1981 9 4 , 4 3 3 1 3 , 6 3 7 1 0 8 , 2 7 0
1982 4 5 , EB? 1 8 , 6 6 7 6 4 , 2 4 9

*( F i s c a l  Year  c h a r g e  f r o m  t w e l v e  m o n t h s  e n d i n g  J u n e  30 t o  t w e l v e  mo n t h s  
e n d i n g  S e p t e m b e r  3 0 ,  1 9 7 6 ,  n o t  I n c l u d e d .

S o u r c e t  CAE B u d g e t  E s t i m a t e s ,  S a l a r i e s  an d  E x p e n s e  P a y me n t s  t o  A i r  C a r r i e r s ,  
F i s c a l  Y e a r s  1 9 7 2 - 1 9 8 ?
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T a b l e  4 . 0 , 7 :  A i r l i n e s  R e c e i v i n g  S u b s i d i e s  f o r  S e r v i n g  E s s e n t i a l  S e r v i c e  
C o n n u n l t l r s ,  196 7» 19B2

1967 1968 1969 1970 1971

A i r  N e s t A i r  N e s t A i r  West A i r  N e s t A l l e g h e n y
A l l e g h e n y A l l e g h e n y A l l e g h t n y A l l e g h e n y F r o n t i e r
B o n a n r a B o n a n z a F r o n t i e r F r o n t i e r Hug hes
C e n t r a l F r o n t i e r Mohawk Hu ghes Mohawk
F  r o n t f e r L a k e  C e n t r a l N o r t h  C e n t r a l Mohawk N o r t h  C e n t r a l
La ke  C e n t r a l Mohawk Ozar k N o r t h  C e n t r a l Ozar k
Mohawk N o r t h  C e n t r a l P i e d m o n t Ozark P i e d m o n t
N o r t h  C e n t r a l Oz a r k S o u t h e r n P i e d m o n t S o u t h e r n
O z a r k P i e d m o n t T e x a s  I n t . S o u t h e r n T e x a s  I n t .
P i e d m o n t S o u t h e r n Kodi ak T e x a s  I n t . K o d i a k
S o u t h e r n T e x a s  I n t . W e s t e r n  A l a s k a Kodi ak W e s t e r n  A l a s k a
T e x a s  I n t . N e s t  C o a s t Nf e n  Co ns ol  I d . W e s t e r n  A l a s k a Wien C o n s o l l d ,
N e s t  C o a s t A l a s k a  C o a s t a l A l a s k a Wien C o n s o l l d . A l a s k a
A l a s k a  C o a s t a l C o r d o v a A l a s k a
C o r d o v a K o d i a k
K o d i a k W e s t e r n  A l a s k a
W e s t e r n  A l a s k a Wien  A l a s k a
Wien  A l a s k a Wie n C o n s o l  I d .
Wien  C o n s o l  I d . A l a s k a  I n t .  + T e r r .
A l a s k a  I n t .  * T e r r .

1972
Allegheny
F r o n t ie r
H u gh e s
Mohawk
North Central
Ozark
Piedmont
Southern
Texas 1nt,
Kodiak;
W e s t e r n  A l a s k a  
Wie n C o n s o l  I d .  
A l a s k a

1973

A l l e g h e n y
F r o n t i e r
Hu gh e s
N o r t h  C e n t r a l
S t a r k
P i e d m o n t
S o u t h e r n
T e x a s  i n t .
Ko d i a k
W e s t e r n  A l a s k a  
Wien Con so l  I d .  
A l a s k a

1974

A l l e g h e n y
F ro n t ie r
Hughes
N o r t h  C e n t r a l
C i a r k
Piedmont
S o u t h e r n
Texas  I n t .
Ko di ak
Wien Consol  I d .  
A l a s k a

1975

A l l e g h e n y  
F r o n t l  e r  
Hugh es
N o r t h  C e n t r a l  
Or a r k  
P i e d m o n t  
S o u t h e r n  
T e x a s  I n t .  
Kodi ak
Wien Con so l  I d .  
A l a s k a
New E n g l a n d  A i r

1975

A l l e g h e n y
F r o n t i e r
Hughes
North Central
Ozark
P i e d m o n t
S o u t h e r n
T e x a s  I n t .
K o d i a k
Mien C o n s o l  I d .  
A l a s k a
Hew E n g l a n d  A i r

( c o n t i n u e d  on n e x t  pa ge ]
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Tab l e  A.D.T cen t .

1977 m e 1979 1980 19B1

A i r  M i d w e s t A i r  M i d w e s t A i r  M i d w e s t A i r  M i d w e s t A i r  M i d w e s t
A i r  New E n g l a n d A i r  New E n g l a n d A i r  New E n g l a n d  A i r  New E n g l a n d A i r  New E n g l a n d
F r e n t i e r F r o n t i e r F r o n t l e r F r o n t i e r F r o n t i e r
Hug t i es  A i r  we s t Hu gh e s  A i r w s t Hughe s  A i r w e s t H u g h e s  A l r v e s t H u gh e s  A i r v e s t
N o r t h  C e n t r a l N o r t h  C e n t r a l N o r t h  C e n t r a l N o r t h  C e n t r a l N o r t h  C e n t r a l
Dz a r k Oz a r k Oz a r k Oz a r k O z a r k
P i e d m o n t P i e d m o n t P 1ed mon t P i e d m o n t P i e d m o n t
T e x a s  I n t . S o u t h e r n S o u t h e r n S o u t h e r n S o u t h e r n
A l a s k a T e x a s  I n t . A l a s k a A l a s k a A l a s k a
Kod U k - V E s t e r n A l a s k a K o d i a k - W e s t e r n K o d i a k - W e s  t e r n K o d i a k - V e s t e r n
S o u t h e r n K o d i a k - W e s t e r n Wien A i r  A l a s k a Wien A i r  A l a s k a V I e n  A 1 r  A l a s k a
v l e n  A i r  A l a s k a Wien A i r  A l a s k a  R e p u b l i c A j p e n R e p u b l i c

C a s c a d e As p e n
M i s s i s s i p p i  Val C a s c a d e
Aen omec h M i s s i s s i p p i  Val
A i r  N o r t h A e r o n e c h
B i g  Sky A i r  N o r t h
C o c h i s e B i g  5k*
Mid S o u t h C o c h i s e

Mid S o u t h
New A i r
S t *  V e s t
Un i  t e d
W e s t e r n

1 98 ?

A i r  M i d w e s t M i s s i s s i p p i  V a l l e *
A i r  New E n g l a n d Aer omech
F r o n t i e r A i r  N o r t h
Oz a r k B i g  Sk*
P f e t J n o n t C o c h i s e
A l a s k a Mid S o u t h
K o d i a k haw A i r
Wien A i r  A l a s k a 5k* V e s t
R e p u b l i c U n i t e d
A s p e n V e s t e r n
C a s c a d e G o l d e n  West

S o u r c e :  CAB A I R  CARRIER TRANSPORTATION S T A T IS T I C S
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T i t l e  9.D.B:  P o i n t s  f o r  w h i c h  a  C a r r i e r  T i l e d  a  4-01 f J ] o r  9 1 9  T e r m i n a t i o n  
N o t i c e  t o  R e c e i v e  S u b s i d y  S u p p o r t  t o  C o n t i n u e  I t s  S e r v i c e

P o i n t C a r r i e r D a t e  F i l e d

1,  A l p e n a ,  Ml S i m o n s 9 / 3 0 / 8 1
2.  A t h e n s ,  GA A t l a n t i c  S o u t h e a s t 9 / 1 / 0 1
3 ,  B a k e r s f i e l d ,  CA G o l d e n  G a t e 9 / 9 / B i
A. Beck  l e y ,  NV A e r o me c h 9 / 1 / 0 )
S .  B l u e f l e l d ,  HV A e r o me c h 9 / 1 / 8 1
6.  C l a r k s b u r g ,  HV A e r o me c h 9 / 1 / 0 1
7 .  C l o v i s ,  IlM A i r  M i d w e s t 0/ 1 0 / 0 1
0 .  C o l u m b i a ,  M3 A i r  M i d w e s t 0/ 1 0 / 0 1
9 ,  E l k i n s , H Y A e r o me c h 3 / 1 7 / B O
10. E l k o .  HV G o l d e n  G a t e 9 / 9 / 0 1
1 1 . E l y .  NV G o l d e n  B a t e 9 / 9 / B i
1 2 . G a d s d e n ,  Ai S o u t h e a s t  Commut er 0 / 2 9 / a 1
1 3 . H a g e r s t o w n ,  HD He n so n 9 / 0 / S l
l A . H a z e l t o n ,  PA 
I S , H o t  S p r i n g s .  AR 
1 C , L e w i s t o n ,  Ml

A i r  P e n n s y l v a n i a 5 / 1 7 / B O
R i o B / 1 9 / 0 1
C a s c a d e 9 / 1 5 / 8 1

1 7 . L i b e r a l ,  K5 A i r  M i d w e s t e fi0 / B i
l B . H t r t l t o w o c ,  Ml SI  anions 9 / 3 0 / B 1
1 9 . M e n o m i n e e ,  Ml S i m o o n s 9 / 3 0 / 0 )
2D , M e r c e d ,  CA G o l d e n  G a t e 7 / 1 6 / 0 1
2 1 . M o r g a n t o w n ,  HV A e r o me c h 9 / 1 / 0 1
2 2 , M o s e s  L a k e ,  HA C a s c a d e 4 / 2 /BO
2 3 . New B e r n ,  NC M i d - S o u t h 0 / 1 7 / 0 1
2 9 , N e w p o r t  Ne ws ,  VA 
2 5 .  N o r t h  B e n d ,  DR

K e n s o n 9 / 1 B / 6 1
A i r  O r e g o n 9 / 9 / 0 1

1 6 . P e n d l e t o n ,  OR A 1 r  O r e g o n 9 / 9 / 0 1
3 7 , P u l  l o a n ,  HA C a s c a d e 9 / 1 5 / 8 L
f B . R o s w e i l ,  NH A i r  M i d w e s t 8 / 1 8 / 0 1
2 9 , S a l e m ,  OR A i r  O r e g o n 9 / 9 / 6 1
S O . S a l i s b u r y ,  H> He n s o n 9 / B / 0 1
3 1 , S a n  L u i s  O b i s b o ,  CA S w i f t  A i r e 9 / 9 / a j
3 2 , S a n t a  R o s a ,  CA H e s t a l r 7 / 2 2 / 8 0
3 3 , S h e r i d a n ,  NY A i r  JS 9 / 1 1 / 8 1
3 9 . S t a u n t o n ,  VA He n s o n 9 / 0 / 0 1
3 5 . S t o c k  t o n ,  CA G o l d e n  G a t e 9 / 4 / 0 1
3 6 . H o l l a  W i l l i ,  VA C a s c a d e 9 / 1 S / B 1
3 7 . H e n a t a c h e e ,  UA C a s c a d e 9 / 1 2 / B O
3 0 . W o r c e s t e r ,  HA B a r  H a r b o r 9 / 0 / 0 1
3 9 , L a k e  C h a r l e s ,  LA T e x a s  I n t e r n a t i o n a l 1 2 / 4 / B 1

S o u r c e :  CAB AIR CARRIER FINANCIAL STATISTICS
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r ep o r t  a l so  observed t h a t  many of the communities req u i r in g  service 

could n e i the r  support service  without subsidies  nor a c tu a l ly  require 

t h a t  service. Other communities needed service and could support  

service ,  but had none.

Passenger enplanements in subsidized communities have f a l len  so 

d r a s t i c a l l y  because of the slow economy, and as the r epo r t  points  out, 

"passengers were faced with higher fa res ,  smaller  a i r c r a f t*  Inconvenient 

scheduling, unre l iab le  service and frequent changes of  c a r r i e r s . "  They 

found th a t  Instead of using the commuters, passengers were dr iv ing to 

nearby la rg e r  a i rpo r t s .

The GAO study concluded th a t  the subsidy program should be more 

f le x ib le ,  and responsive to the needs of the communities. They also 

recommended t h a t  many communities th a t  are un l ike ly  to  support  a i r  

se rv ice  a f t e r  1968 have subsid ies  discontinued.

Suimary

Although some small communities have benef i ted  from deregula t ion ,  

most have been hur t  by the higher fa res ,  Inconvenient scheduling, 

u n re l ia b le  serv ice  and frequent  changes 1n c a r r i e r s ,  Enplanements* 

depar tures  and sea ts  have a l l  decreased In small and non-hubs since 

1978. These Impacts were Calculated. Nonpreferred. The law makers 

at tempted to deal with t h i s  s i tu a t io n  through the c rea t ion  o f  the 

Essen t ia l  Service Community structure*  guaranteeing serv ice  t o  c e r ta in  

communities through 1988. Unfortunately, t h i s  so lu t ion  has been a 

f a i l u r e  and may be considered to be an Uncalculated. Nonpreferred Impact 

o f  the ADA.

As the GAO report  Indicated,  the CAB might well reevalua te  the 

p re sen t  system o f  subsidies  fo r  a i r l i n e s  serving small communities.
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U S

Rather than encouraging good se rv ice ,  as Intended by the ADA, the 

opposite seems to have octured.
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l:
E:FUEL CONSUMPTION

Opponents of  the ADA f e l t  t h a t  with Increased competi t ion there  

would be wasteful fuel  consumption. There might be several planes 

f lying when only one was necessary. In Table 4.E.1, we can see t h a t  

fuel consumption has increased s ince  deregu la t ion ,  from 8 b i l l i o n  

gal lons in 1977 to  10 b i l l i o n  gal lons  in  1982, an Increase  of  201. 

Enplanements a l so  Increased during t h i s  period, but was t h i s  r i s e  1n 

fuel consumption j u s t i f i e d ?  Table 4.E.2 reveals  t h a t  fuel consumption 

per enplanement dropped a f t e r  1977, but began to  r i s e  to 36.56 gal lons  

per  enplanement in 1982. I t  would appear then t h a t  th e re  has been some 

wasteful consumption of fue l ,  e s p e c ia l ly  taking in to  account the 

technological Improvements 1n equipment s ince  the 1970's,

The most e f f i c i e n t  a i r c r a f t  type depends upon the s tage- leng th  I t  

i s  used to serve. The la rg e r  a i r c r a f t  are too large fo r  short-haul  

markets y e t  a re  the most economical on longer t r i p s .  Table 3.E.3 shows 

the operating cos ts  fo r  the most commonly used a i r c r a f t .  The B-747 i s  

the most economical a i rp lane  to  f ly  a t  3.7 cents  per RPM, but one must 

f ly  over 2500 miles.  The older  DC-9-3D is  more expensive to f ly  than 

the newer, l a r g e r  DC-10-10 and B-747.

The more successful  a i r l i n e s  are rep lac ing  t h e i r  o lder ,  l e s s  

e f f i c i e n t  planes with newer ones, USAir, fo r  ins tance ,  has purchased 

f i f t e e n  B-737-2QQ's to  replace eleven of  i t s  o lde r  727-100's. The newer 

planes cost  3QS le s s  to  operate (S ch if f re s ,  p.63K Other advances in 

fuel saving technologies  include Sperry's new performance management 

computer systems, which decrease fuel consumption by a t  l e a s t  31 in 

o lder  B-737's and B-727*s. When used 1n the newer B-767's and B-757's, 

i t  enables the p i l o t  to use the most e f f i c i e n t  p a t t e rn  on take -o f f ,
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Table 4.E.1: Total Gallons of Fuel Used by Domestic Trunks and Local 
Service A i r l in e s ,  1976-1982

Gallons of  Fuel Consumed

Year Trunks Local Service

1976 7,043,139,120 766,018,906
1977 7,373,905,335 828,195.254
1978 NA NA
1979 7,848,767,441 1,017,117,993
1980 7,424,555,200 1,094*677,924
1981 7,263,414,996 1,286,24B,278
1902 10,000,,000,000

Source: CAB FUEL PRICES AND CONSUMPTION
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Table 4.E.2: Total Fuel Consumed and Revenue Passenger Enplanements fo r  
Domestic C e r t i f i c a t e d  A i r l i n e s ,  1970-19B2

Fuel Consumed Enplanements
Year (000} (000) FC/E

1970 7,736,157 153,662 50.34
1971 7,681,822 156,195 49,18
1972 7,830,557 172,452 45.41
1973 8,354,000 183,272 45.58
1974 7,509,000 189,724 39,58
1975 NA 188,746 -
1976 7,043,139 206,279 37.86
1977 8,202,100 222,283 36.90
1978 NA 253,960 -

1979 8,065,885 292,537 30.31
1980 8,519,233 272,771 31.23
19B1 8,549,663 265,107 32.25
1982 10,000,000 273,494 36.56

Source: CAB
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T i t l e  4 . E. 3 ;  C o m p a r i s o n  o f  D i r e c t  A i r c r a f t  O p e r a t i n g  C o s t s  f o r  D o m e s t i c  
T r u n k s *  1? Mont hs  e n d i n g  J u n e  3D,  1 9 9 1 ,  f t  GDI Load F a c t o r

C o s t  P e r  UPrt I n  C e n t s
A i r c r a f t
l £ E £ DC - 9 - 30 Qt- 73?*20C B - 7 7 7 - 1 0 0 B-727- 2QQ 00- 1 0 - 1 0 B- 747

S e a t s 115 121 126 164 371 500

M i l a g e

209 1 7 . 0 1 1. 7 1 4 . 0 1 7 . 1 1 2 . 5 1 6 . 4
400 9 . 3 8.1 9 . 5 9 , 1 7 . 9 9 . 0
600 7 , 1 6 . 9 9 . 0 6.8 6.2 6 . 9
9 0 0 6.6 6 . 3 7 , 2 6.2 5 . 5 6 . 9

10DQ 6.1 6.0 6.8 5 . 0 5 . 0 5 . 7
175 0 - - 6 . 4 5 . 5 4 . 6 4 . 7
1S09 - 6 . 7 5 . 2 4 . 4 4 . 4
175 0 • - - 4 . 2 4 . 1
209 0 - - - 4 . 0 4 . 0
2250 - . - 3 . 9 3 . 8
2690 - - - 3 , 9 3 . 7

The c o s t  c o m p a r i s o n s  i r e  b a s e d  o r  t h e  D P H  C o s t i n g  M e t h o d o l o g y  
V e r s i o n  S i x ,  d e v e l o p e d  by t h e - F i n a n c i i 1  a n d  t o s t  D i v i s i o n  o f  t h e  M B ' s  O f f i c e  
o f  E c o n o m i c  A n a l y s i s ,  The c o m p a r i s o n s  o r e  b a s e d  o n  t r u n k  c o s t s  f o r  t h e  y e a r  
e n d i n g  J u n e  3 0 ,  1991.  A i r c r a f t  c a p i t a l  c o s t s  a r e  b a s e d  o n  u s e d  a i r c r a f t  
p r i c e s  f o r  a i r c r a f t  a t  t h e  m i d p o i n t  o f  a s i x t e e n  y e a r  l i f e .  The u s e d  
a i r c r a f t  p r i c e s  a r e  DC-9-30* J5 .1  B i l l i o n ;  B - 7 3 7 - 2 0 D '  16. 3  m i l l i o n ;  B * 7 2 7 -  
1 0 0 '  32 , 5  m i l l i o n ;  B - 7 2 7 - 2 0 0 *  16.5  m i l l i o n ;  DC- 1 0 - 1 0 *  370. 0  m i l l i o n ;  a n d  B-  
7 47 *  174 . 5  B i l l i o n .  A i r l i n e s  r e t u r n  on e q u i t y  ■* $  a s s u m e d  t o  be  t h e  a v e r a g e  
o f  a l l  m a n u f a c t u r i n g .

S e a t i n g  d e n s i t i e s  w e r e  a s s u m e d  e q u a l  t o  t h e  g r e a t e s t  n u m b e r  o f  
s e a t s  on a n  a i r c r a f t  c u r r e n t l y  i n  o p e r a t i o n .

S o u r c e :  Graham a n d  K a p l a n  De c e mb e r ,  1 9 9 2 ,  p , 8 U .
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cru is ing  and landing, and only requ ires  a two-person crew. There i s  

a l so  a high-bypass engine which permits  fuel  consumption to be reduced 

by 25% o r  more and f in a l ly ,  the use of l i g h t  weight  composite m a te r ia l s  

which a re  s t ronger  than aluminum bu t  reduce the weight of the plane by 

25% and thus saving fuel {Rukeyser, 28 February, 1983),

S unwary

Although some wastefulness has occurred s ince  de regu la t ion ,  

Improvements in  technologies wil l  allow the a i r l i n e s  to  operate  more 

e f f i c i e n t l y ,  I f  they have the c a p i t a l  to  purchase new equipment or to 

update p resen t  equipment. These improvements In technology are 

Calculated and Preferred impacts.

The amount of fuel consumed per  enplanement has slowly r i s e n  s ince  

1977. This wasteful use of  fuel had been Calculated bu t  Nonpreferred.

I t  would seem then tha t  competition has brought about a s i t u a t i o n  where 

there a re  too maqy seats fo r  the demand, making f t  wasteful to  f ly  as 

many planes as have been flown recen t ly .  Future e f f ic ie n c y  depends upon 

replacing o lder  equipment with newer, more fuel e f f i c i e n t  a i r c r a f t  and 

by the Indus t ry  b e t te r  r e f l e c t in g  market demands fo r  serv ice .
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F:MERGERS.AIRLINES Ui TROUBLE AND NEW ENTRIES

The number of c e r t i f i c a t e d  route a i r  c a r r i e r s  has more than 

t r i p l e d  from t h i r t y  1n 1978 to  n in e ty -e ig h t  in 1982. The ADA has made 

entry  in to  the a i r l i n e  industry  much eas ie r .  The CAB had p ro tec ted  the 

a i r l i n e  Industry from competi t ion  within  the industry  and from new 

e n t r i e s .  The CAB froze the industry ,  allowing no new majors s ince  1935 

and only one or two local  a i r l i n e s  s ince  1949 {Table 4.F.1).

The newly c e r t i f i c a t e d  c a r r i e r s  were made up of new e n t ra n t s ,  

those who were not involved in the  industry,  P a r t  298 c a r r i e r s ,  a l l -  

cargo and supplemental c a r r i e r s ,  f o r  a to ta l  of  e igh ty -n ine  new e n t r i e s  

in to  the industry. Of t h i s  number, twenty-nine had y e t  to begin 

se rv ice ,  five went out of  business  and there were ten  pending 

app l ica t ions  in  1982 {Table 4.F.2). The ADA had d e f i n i t e l y  generated  

many new en t ra n t s  in to  the  a i r l i n e  industry.

Between 1975 and 1978, the re  were only th ree  new a i r l i n e s  

c e r t i f i c a t e d .  Table 4.F.3 l i s t s  the newly c e r t i f i c a t e d  a i r l i n e s  from 

1975 through 1982 (excluding former I n t r a s t a t e  c a r r i e r s ) .  I t  would seem 

then t h a t  the industry  has been s t im ula ted  by deregula t ion.

Many opponents to  the ADA feared th a t  although the re  would be an 

increase  in the number of a i r l i n e s  a t  f i r s t ,  the la rg e r ,  s t ronger  

a i r l i n e s  would begin to take over the smaller  a i r l i n e s ,  u l t im a te ly  

c rea t in g  monopoly s i tu a t io n s .  There have been seven mergers s ince  1979 

(Table 4.F.4), There had not been any mergers between 1973 and 1979.

I t  would seem t h a t  the seven mergers s ince  deregula t ion  were 

s ig n i f i c a n t ,  however, when one reviews the  h i s to ry  of mergers since 

1941, the seven mergers do not seem excessive,  they in f a c t  are 

neg l ig ib le  with respec t  to pas t  p a t t e rn s  of mergers within  the industry.
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Table 4,F.i: Number o f  C e r t i f i c a t e d  Route Air  C a r r ie r s  In Operation, 
1926-1982

Year Majors Locals Other Alaska Hawaii Tota

1926 13 13
1927 16 16
1928 31 31
1929 34 34
1930 38 38
1931 35 35
1932 29 29
1933 24 24
1934 22 22
1935 23 23
1936 21 21
1937 17 17
1938 16 1 17
1939 16 1 17
1940 16 1 17
1941 16 1 17
1942 16 1 17
1943 16 NA 1 17
1944 16 NA 1 17
1945 16 1 NA 1 IS
1946 16 5 NA 1 22
1947 16 8 1 NA 1 26
1948 16 12 1 8 1 38
1949 16 19 2 8 2 47
1950 16 19 2 9 2 48
1951 16 17 2 9 2 46
1952 16 16 3 7 2 44
1953 14 15 3 7 2 41
1954 13 14 3 7 2 39
1955 13 14 3 7 2 39
1956 13 13 3 7 2 38
1957 12 13 3 6 2 36
1958 12 13 3 6 2 36
1959 12 13 3 6 2 36
1960 12 13 3 8 2 38
1961 12 13 3 8 2 38
1962 11 13 3 9 2 38

(cont inued  on next  page)
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Table 4.F.1 continued

Year Majors Locals Other Alaska Hawaii Total

1963 11 13 4 7 2 37
1964 11 13 4 7 2 37
1965 11 13 4 7 2 37
1966 11 13 4 7 2 37
1967 11 13 5 7 2 38
1968 11 12 5 7 2 37
1969 11 9 6 4 2 32
1970 11 9 7 4 2 33
1971 11 9 7 4 2 33
1972 11 9 7 4 2 33
1973 11 8 2 5 2 28
1974 11 8 2 5 2 28
1975 11 9 2 5 2 29
1976 11 8 4 5 2 30
1977 11 9 4 5 2 31
1978 11 8 4 5 2 30
1979 11 9 20 5 2 47
19B0 11 9 31 5 2 5B

Majors Nationals la rg e  Regionals Medium Regionals Total 1/

1901 12 17 22 35 86
1982 12 17 18 51 98

1/ The CAB changed the way In which I t  c a tag o r ized  c a r r i e r s  beginning In 
1981.

Source: CAB
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Table 4.F.2: New E n t r i e s  I n to  the Domestic A i r l i n e  Indus t ry ,  January 1, 
197B- August 31, 1982

New En tran t
Former I n t r a s t a t e  C a r r i e r  
Former P a r t  296 C a r r ie r  
Former All-Cargo 
Former Supplemental

Total

34
a /
22

b/
1

4 - -

44 S 3
3 2 -

4 - 1

89 29 5

a /  29 had not commenced o p e ra t io n s  by August 31, 1982 
b /  5 ceased se rv ice  before  August 31,1982 
10 a p p l i c a t i o n s  were pending 
(9 o f  these had been processed  in 1982)

Source: CAB
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Table 4 .F .3 :  Newly C e r t i f i c a t e d  A i r l in e s ,  1975 

Year Year

1975 A1r New England 1/  1979
1976 Munz Northern 

Air  Midwest
1978 A ir  Wisconsin
1979 Air  C a l i fo rn ia  

Air  F lo r id a
A1ta l r  
Apollo 1/
Big Sky 
Cochise 
Coleman 1/
Golden West 
Mackey 1 /
M iss is s ipp i  Valley
New Haven
P a c i f i c  Southwest
Sky West
Southeas t
Southwest
Sw if t  Aire
Transamerlca
Alaska In te rn a t io n a l
Aeromech
Capital
Cascade
Empire
Golden Gate 1/
New York Air 
World
Great American 1/
Imperial 
Mid-South 
Midway 
A1r Nevada 
American Eagle 
American Trans Air  
Bri t t

1/ Ceased opera t ions

1982

Col gan
Midstate
Muse
PEOPLExpress 
Rocky Mountain 
Sea A1 m ot ive  
T-Bird/ San Diego 
Western Yukon 
Sun Land 1/
Air North/Nenana
Best
Emerald
Hawaii Express 
J e t  America 
L.A.B.
Northeastern 
Pac if ic  East  
Pac i f ic  Express 
Peninsula

Source: CAB
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The la rge  a i r l i n e s  a r e  not "gobbllng-up" the smal le r  a i r l i n e s .

As we have seen 1n p a s t  sec t ions ,  the la rge r  a i r l i n e s  are not 

overpowering the sm a l l e r  ones. Indeed, I t  1s the sm a l l e r  a i r l i n e s  t h a t  

are doing b e t t e r  than the  l a rg e r  a i r l i n e s .  Two major a i r l i n e s ,  B ran l f f  

and Continental ,  f i l e d  for  r eo rgan iza t ion  under Chapter 11 of the 

Federal Bankruptcy Act in  May of 1982 and September o f  1983 

respect ive ly .  Other la rg e  a i r l i n e s ,  TWA, Pan Am, Eas te rn  and United are 

a l l  1n deep f ln a c la l  debt. Was de regu la t ion  respons ib le  for  t h e i r  

problems? C er ta in ly ,  the recess ions  In 19B0 and 1981 con tr ibu ted  to  the 

losses  suffe red  by the  a i r l i n e s .  An inspection of the  f inanc ia l  

s ta tements  of  four a i r l i n e s ,  TWA, Pan Am, Bran if f  and United, reveals  

t h a t  both TWA and Pan Am suffered lo sses  almost continuously from 1975 

fo r  TWA and from 1971 fo r  Pan Am. Both Bran if f  and United were in 

f in a n c i a l ly  heal thy shape In  the y ea rs  preceeding 1978. Bran if f  had not 

suffered any losses  1n the period between 1964 and 1978 [Table 4.F.5),

Bran if f  reacted to  the deregula ted  environment as proponents of 

the ADA envisioned th e  a i r l i n e s  should react .  As one Industry i n s id e r  

put  1t,  B ran i f f  was " l ike  a ch i ld  In a canity store." New a i r c r a f t  were 

purchased and B ran i f f  aggress ive ly  en te red  new markets.  But the 

expansion occurred too quickly; the  weakening economy and the increased 

competi t ion could no t  support  B ra n l f f ' s  rapid  expansion and along with 

other  a i r l i n e s ,  B ra n i f f  was h i t  with r ap id ly  r i s in g  fuel  pr ices .

United, although more conservat ive  than B ran i f f ,  suffered 

from the economy, com pet i t ion  and fuel p r ices  as wel l .  The la rg e r  

a i r l i n e s  could not meet the low p r ic e s  of the newer a i r l i n e s  and make 

p ro f i t s .  The majors had higher overhead, l a rg e r  a i rp la n e s  and had 

higher  paid employees. In order to  s tay In business ,  many of the
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T a b l e  4 ,F .4 t  M e r g e r s  a n d  A q u l s i t l o n s ,  C e r t i f i c a t e d  M r  C a r r i e r s ,  1 9 4 1 '1 9 6 2

y e a r D a te S u r v i v i n g  A i r l i n e s A b s e n t e d  A l r l I n e s

1941 4 / 3 0 P an  Adi Panama A i r w a y s
5 / 5 P a n  Am P a c i f i c  A l a s k a
e / e P i n  Am P an  Am ( N e v a d a )
1 2 /5 T r a n s c o n t i n e n t a l  o n d  W e s t e r n M a r q u e t t e  A i r l i n e s

1 9 4 ; 1 /1 4 P an  Air. P an  Am ( D e l a w a r e )
3 / 2 A l a s k a  C o a s t a l A l a s k a  A i r  T r a n s p o r t  

and  M a r in e
1943 1 1 / 1 0 A l a s k a  A i r l i n e s L i v e r y  A i r w a y s  a n d  P o l l o c k  

F l y i n g  S e r v i c e
1945 1 / 5 N o r t h e a s t Hay f l o w e r

6 /1 A m e r i c a n A m e r ic a n  E j t o o r t  A i r l i n e s
1947 \tn N o r t h e r n  A i r w a y s

Hay P e t e r s e n  F l y i n g  S e r v i c e
G i l  lam A i r  L i n e s

1 2 /1 B r i s t o l  Bay A i r  S e r v i c e  a n d  
d im  P o d s u n  A i r  S e r v i c e

1Z /1 N o r t h e r n  C o n s o l i d a t e d Ray P e t e r s e n ,  N o r t h e r n ,  
H e l a t k a  A i r  a n d  N o r t h e r n  A i r

194fl 1 /2 1 A l a s k a  I s l a n d  A i r w a y s P e t e r s b u r g  A i r
1949 6 / 2 5 W ien  A l a s k a F e r g u s o n  A i r w a y
1950 6 / 1 M o na rc h A r i z o n a ,  C h a l l e n g e r

6 / 1 F r o n t i e r M onarch
8 / 2 3 B r i s t o l  Boy A i r l i n e s D i l l i n g h a m  A i r  S e r v i c e s
9 /9 P a n  Am A m e ric a n  O v e r s e a *  A i r l i n e s

195] 1 /1 2 B y e r s  A i r w a y s Lon B r e n n a n
195Z 4 / 1 0 W e s t e r n I s l a n d  A i r  L i n e s

e / 4 V e s t  C o a s t E m p ire
e /16 B r a n i f f M i d - C o n t i n e n t

1953 5 /1 D e l t a C h ic a g o  a n d  S o u t h e r n
1955 1 /2 1 Howard  J .  Hays H u m  A i r w a y s

4 / 1 C o n t i n e n t a l P i o n e e r  A i r  L i n e s
1955 3 / 3 C o r d o v a C h r i s t e n s e n  A i r  S e r v i c e

6 /1 E a s t e r n C o l o n i a l  A i r l i n e s
7 / 9 H le n  A l a s k a B y e r s
1 2 / 3 H ackey N f d s t  A v i a t i o n

1951 6 /1 U n i t e d C a p i t a l
1 9 5 ? 4 /1 A l a s k a * C o a s t a l - 5 l l 1  s A l a s k a  C o a s t a l  a n d  [ i l l s
1967 i / e E a s t e r n Kackey

2 /1 B r a n i f f P a r  A a * G race  A i r w a y s
7 /1 W e s t e r n P a c i f i c  N o r t h e r n
1 0 /1 F r o n t i e r C e n t r a l

[ C o n t i n u e d  o n  n e x t  p a g e )
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Table 4 .F .4  continued

T e a r D a t e

m a 2 / 1
4 / 1
4 / 1 7
7 / 1

1 9 7 0 4 / 3
1971 3 / ?
1972 4 / 1 2

a / i
1973 4 / 1

5 / 1 5
1979 7 / 1

1 2 / J
1900 1 0 /1

1 0 /1
1 0 / i

19G1 9 / 1
1902 7 /1

S u r y l  yl r»q A l r l l n t t

Alaska
N o r t h e r n  C o n so l  1d a te d  
P a c i f i c  A f r l l n t S  
A l l e g h e n y
h u g h e s  A i r  C o r p .  d / b / a  A i r  West
A m e r ic a n
Allegheny
D e l t a
K o d i a k - W es t e rn  Alaska
E a s t e r n
R e p u b l i c
Pan  An
A l a s k a  I n t e r n a t i o n a l  
F l y i n g  T i g e r  
R e p u b f  i c  
T - B I r d  
C o n t i n e n t a l

Absorbed A ir l in es

A l a s k a  C o a s t a l  
Wien  A l a s k a  
B o n a n z a ,  V e s t  C o a s t  
L a k e  C e n t r a l  
A i r  West
T r a n s - C a r i b b e a n  A i r w a y s
Hohawk
Northeast
W e s t e r n  A l a s k a
C a r i b b e a n - A t l a n t i c
N o r t h  C e n t r a l  an d  S o u t h e r n
N a t i o n a l
G reet Northern
Seaboard
H u g h e s
San  D ie g o
T e x a s  A l r / C o n t l n e r t a l - -  
1 d e n t i e s  r e m a i n

Source: CAB AIR CARRIER TRANSPORTATION STATISTICS
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Table 4.F.5: A ir l in e s  in Trouble, P r o f i t  or Loss of S e lec te d  A i r l in e s ,  1964 
1 96 ?

T e a r TWA B r a n i f f Pan  Am U n i t e d
( ( 0 0 0 1

SB, 8 9 ? 1 1 ,2 2 6 HA 4 5 , 0 3 7
1965 4 9 ,7 8 1 1 3 ,2 6 2 NA 7 2 . 3 0 5
1966 3 5 , 6 6 0 2 1 ,5 6 9 NA 5 3 , 6 0 4
136? 1 6 . ? ? ? 3 ,4 3 3 NA 8 2 , 3 1 9
I9 60 - 6 , 7 4 0 1 1 , 6 7 ? HA 6 8 , 1 5 4
1969 - 2 0 , 3 3 5 1 2 ,6 0 ) 2 0 ,2 0 4 1 1 9 , 3 1 4
1970 - 9 1 . 7 6 3 1 .5 2 2 1 ,1 3 6 - 2 0 , 9 6 9
197) * 3 .2 5 4 1 4 ,0 4 9 - 5 , SOI 3 4 , 7 1 3
197? 5 7 . 6 4 7 14 ,631 - 4 , 7 3 6 7 5 , 9 4 0
1973 HA hA NA NA
1974 2 1 ,1 1 7 3 9 ,6 3 0 - 2 3 . 4 8 2 1 7 9 , 5 0 6
1975 - 7 2 , 4 7 9 3 9 ,4 6 5 - 1 2 , 5 3 5 - 5 , 3 8 0
1976 - 7 , 7 4 4 4 2 ,9 6 4 3 . B U 3 3 .9 9 1
1977 • ? 7 , m 5 4 ,6 2 1 - 1 4 , 5 6 9 7 9 ,9 9 1
1978 2 ,4 4 1 4 4 , 3 7 9 - 2 6 , 5 2 6 2 6 9 , 4 4 7
1979 - 4 6 , 4 9 6 - 2 3 . 1 6 9 - 3 9 , 9 5 0 - 2 3 6 , 6 4 3
1 900 - 1 1 . 1 2 6 - 5 7 , 1 6 7 - 8 4 , 9 7 3 - 6 7 , 9 2 9
1981 - 5 4 , 9 2 5 - 8 0 , 1 5 5 - 2 2 9 , 3 6 0 - 1 4 7 , 7 2 9
198? - 1 5 5 , 0 1 3 -1 1 5 , 9 7 6 - 2 4 6 , 2 7 6 - 1 2 3 . 6 5 6

Source: CAB AIR CARRIER FINANCIAL STATISTICS
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a i r l i n e s  are requesting employees to take pay cuts.

Continental A i r l in e s  f i l e d  f o r  reorgan iza t ion  on September 

24, 19B3, suspending a l l  domestic f l i g h t s  fo r  a few days and then 

resumed service to only twen ty - f ive  of I t s  seventy-e ight  previous 

destinations .  Eastern a i r l i n e s  was near bankruptcy when I t s  pres iden t ,  

Frank Borman, asked employees to take 20% sa la ry  c u t s  and lose  one 

quar ter  of  t h e i r  vacation time. Borman 1s only rece iv ing  a s a la ry  of  11. 

a month,

A b r ig h te r  spot fo r  the a i r l i n e  indus t ry  was the  re -e n t ry  of 

B ran if f  Into the market in 1984, I t  has become a much smal le r ,  leaner  

operation since f i l i n g  for  reoganlzation.

Sumnary

The number o f  a i r l i n e s  In the market has increased  over three 

times since deregulation. This Increase was Calculated.  P re fe r re d . But 

the question of  whether the a i r  t ranspo r ta t ion  market can support  a l l  

of these new a i r l i n e s  remains open. Although opponents of deregula t ion 

feared these new a i r l i n e s  would be overwhelmed by the l a rg e r  ones, the 

opposite  seems to  be occurring. The major a i r l i n e s  have not adapted 

well to  the deregulated  environment. Some have made some d lsas te rous  

decisions , as was the case with Braniff,  The major a i r l i n e s  have faced 

problems resu l t ing  from t h e i r  higher overhead and higher  labor  cos ts ,  

and they have not been able to  match the low fa res  of the new a i r l i n e s  

and remain p ro f i tab le .  These r e s u l t s  are Uncalculated, Nonpreferred 

Impacts.

I t  seems l ik e ly  t h a t  several more major a i r l i n e s  w il l  reorganize to 

cope with financial d i f f i c u l t i e s .  The upturn in the economy In 1983 and 

1984 has helped most of the a i r l i n e s ,  but I t  seems t h a t  a few o f  them
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are too deeply in debt  t o  r e v e r s e  t h e i r  fortunes .

The fu tu re  w i l l  probably see the r e o rg a n iza t io n  o f  a t  l e a s t  

several  more of  the  major a i r l i n e s .  The upturn 1n the  economy 1n 1983 

and 1984 has helped most of  t h e  a i r l i n e s ,  but i t  seems t h a t  a few of  

them are too deep In debt  t o  reverse  t h e i r  fortunes .
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G: AIRPORTS

Airports  have had to  adapt to the deregulated environment. In

the pas t,  a i r p o r t s  could plan to serve a very s tab le  industry.  They had

for ty -year  leases  with a i r l i n e s .  In the deregulated environment,  t h i s  

p r e d i c t a b i l i t y  has evaporated. A i r l in es  a re  f ree  to e n te r  and e x i t  

routes a t  w i l l ,  making long term leases  Imprac t ica l ,  Some a i r p o r t s ,  

e spec ia l ly  in the  sunbelt  were unprepared fo r  the Increase 1n the volume 

of t r a f f i c  c rea ted  by the new freedom. In the pas t ,  they could
■* v

determine what demand would be and prepare fo r  i t :  deregula t ion  has made 

t h i s  Impossible to an t ic ipa te .

The number of  a i rp o r t s  has r is en  s ince  1970 by about 4%, The 

number of " s to lpor ts"  ( for  short  t ak e -o f f  and landing a i r c r a f t )  wil l  

probably continue to increase  In the  future .  With the congestion In and 

around major metropoli tan areas ,  these  types  of a i r c r a f t  w i l l  become 

more and more p rac t i c a l  (Table 4.G.1).

Many a i r p o r t s  feared deregula t ion  would make financing of

expansion and modernization more d i f f i c u l t  because of  the uncer ta in  

environment. The government has continued to  fund a i r p o r t  development 

and in 1981 i t  provided almost $4 b i l l i o n  to fund 4,360 p ro je c t s  in 712 

a i rp o r t s  (Table 4.G.2). P r iva te  funding has been more expensive fo r  the 

a i rp o r t s .  The City of Atlanta ,  fo r  example, sold $85.4 m il l ion  worth of  

bonds to  finance a fourth runway a t  H a r t s f i e ld  In te rna t iona l  Airport.  

Moody's Investors  Service downgraded the a i r p o r t ' s  c r e d i t  r a t in g  from A 

to Baa 1, because of  the problems of Eastern Airlines* a major user  of  

the a i rpo r t .  Eastern f l i g h t s  account for  40% of H a r t s f i e ld 1 s t r a f f i c .

The downgrading meant t h a t  the  net  i n t e r e s t  on these bonds was 9,293%, 

r a th e r  than the  an t ic ip a te d  9.26% (AVIATION AND SPACE TECHNOLOGY, 13
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Table4.G,i: 11.5, Civil Ou-tnt-Use a i r p o r t s .  S to l jw r ts  and Reported 
A b a n d o n m e n ts  on Record, 1972-1931

Total A i r c r a f t Reported
Year F a c i l i t i e s Airpor ts S to lpor t s Abandonments

19?Z 1 2 ,3 6 9 I D , 316 _ 435
1973 1 2 ,6 5 6 1 0 , 9 3 0 - 352
1974 1 3 ,0 1 9 1 1 . 1 2 9 - 353
1975 1 3 .2 0 7 1 1 , 1 9 2 36 245
1976 1 3 ,7 2 6 1 1 , 5 2 4 4] 294
1977 1 4 ,0 6 9 1 1 , 6 7 9 41 293
1970 1 4 ,5 7 5 1 1 , 9 7 2 46 237
1 979 1 4 ,6 9 3 1 2 , 0 3 0 50 4 55
1900 1 6 ,1 0 7 1 2 , 2 0 7 53 3 25
J9H1 1 5 ,4 2 2 1 2 , 3 9 3 57 376

Source: Federal Aviation A f r i t n l s tn t lo n
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Table 4,G,2: A irpor t  Development Aid Program S ta tus ,  December 31, 1972- 
December 31, 1931

Total Federal Total Total
Year Funds S Airports Projec

1972 537,112,000 400 659
1973 80,692,378,000 444 515
1974 1,064,164,140 578 1,571
1975 1,132,903,866 58B 1,651
1976 1,516.143,078 613 2,026
1977 2,056,932,790 643 2,500
1978 2,586,706,000 669 3,112
1979 2,960,546,000 691 3,529
1980 3,326,570,000 701 3,966
1931 3,741,161,000 712 4,383

Source: Federal Aviation Administrat ion
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June 1983, p .33).

The new hub-and-spoke networks have a l so  caused a i r p o r t s  some 

problems. With a hub-and-spoke system, several  f l i g h t s  are brought in to  

a centra l  loca t ion  within a sho r t  t ime of  one another ,  al low passengers 

to disembark and board common connecting f l i g h t s  which depar t  as quickly 

as possible.  This c rea tes  several peak periods during the day with 

l u l l s  In-between. At the Memphis In te rna t iona l  Airport ,  fo r  Instance, 

the peaks begin around 8:40 am, and end around 10 am with 38 a r r iv a l s  

and 24 depar tures ,  and in the af ternoon around 1:30 to  4, when 39 

f l i g h t s  a r r i v e  and 43 depart. The f ina l  peak occurs between 7 and 9 pm. 

The a i r p o r t  must s t a f f  I t s e l f  to handle these  peaks. Everything must 

run smoothly during the peaks or chaos r e s u l t s .  Peaks c rea te  problems 

a i r  t r a f f i c  control problems, such as  the scheduling of  runways 

(AVIATION WEEK AND SPACE TECHNOLOGY, 4 April 19B3, p.32}.

A ir l ines  which were 1n ex is tence  before  deregula t ion  tend to lease 

t h e i r  own gates  and build t h e i r  own lounges a t  a i r p o r t s ,  and to have 

t h e i r  own maintenance crews, baggage handlers ,  etc. .  This c rea tes  very 

high overhead c o s t  for  them. The new e n t r a n t s  have made more f le x ib le  

arrangements with  other  a i r l i n e s .  They tend to lease maintenance 

services  from the es tab l ished  a i r l i n e s ,  r a th e r  than providing th e i r  own. 

They share ga tes  with other  a i r l i n e s  and do not  provide luxurious 

wait ing rooms fo r  passengers.  All of  t h i s  helps  to  keep t h e i r  overhead 

low.

Most a i r p o r t s  serving medium sized c i t i e s  have increased the 

numbers of passengers they serve. This would support the e a r l i e r  

f indings t h a t  serv ice  has Increased to  medium hubs and decreased a t  

large hubs, S a l t  Lake City, de sp i te  problems discussed previously , had
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increased the number o f  passengers i t  served in 1982 414 over 1981. 

Another "winner" i s  C h a r lo t te ,  North Carolina, with an increase  of 44.41 

{Table 4.G.3). C h a r lo t t e  i s  one o f  Piedmont's hubs.

Summary

Deregulat ion has proved to be a "mixed bag" for  the a i rp o r t s .

Some have done w e l l ,  o th e r s  have l o s t  a i r l i n e s  and passengers.  The 

a i r p o r t s  serving medium s ized  c i t i e s  seemed to have p ro f i t e d  most from 

d eregu la t ion .

The government has continued to  fund a i r p o r t  cons truc t ion  and 

improvements. A Calcu la ted .  Nonpreferred Impact may be t h a t  borrowing 

money from the p r iv a te  s e c to r  may prove to be more expensive because o f  

the  u n ce r ta in ty  o f  the  deregula ted  environment. Moody's Investors  

Service  has downgraded the  c r e d i t  ra t ings  of some a i rp o r t s ,  making 

i n t e r e s t  payments h igher  because i t  was feared a i r p o r t s  might be unable 

to  pay o f f  t h e i r  loans  i f  major a i r l i n e s  suddenly withdrew service.

F in a l ly ,  the Uncalcula ted,  Nonpreferred impacts include the new 

rou te  systems which have forced the a i rpo r t s  to  adapt as wel l .  The new 

hub and spoke systems c r e a t e  peaks and l u l l s  of a c t i v i t i e s .  Airports 

have had to s t a f f  fo r  the  peaks and then find ways to keep the  employees 

busy during the l u l l s .  This  type of system does not spread f l i g h t s  out 

evenly throughout  the  dpy, and has caused delays as well as some safe ty  

concerns.

The ease o f  en t rance  and e x i t  has a lso made i t  more d i f f i c u l t  for  

a i r p o r t s  to  plan fo r  demands. The uncertain environment has made the 

a i r p o r t  execu t ive 's  task  more d i f f i c u l t .
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T a b l e  4 . G . 3 :  P a s s e n g e r  T r a f f i c  a t  t h e  T e n  B u s i e s t  A i r p o r t s  f n  t h e  D ,5 .  a n d  
E l e v e n  O t h e r  S e l e c t e d  A i r p o r t s ,  1 99 ?

P a s s e n g e r  T o t a l  C han ge  P r o *
A i r p o r t (M il  l i o n s ) 1 SB 1

C hicago  ( 0 ‘H a r e l 3 7 .7 - 0 , 7 1
A t l a n t a 3 4 .7 - 7 . 6
Los A n g e l e s 3 2 . 3 - 1 . 0
He-  York ( J F K ) 2 6 . 4 2 . 5
D e l l a s -  F o r t  W or th 2 4 . 7 5 . 1
D enver 2 4 .5 6 . 6
San  F r a n c i s c o 2 2 . 3 6 . 7
Hi ami 1 9 .3 - 2 . 3
New T o r t  ( L a  G u s r d t a ) 1 6 . 5 z . o
H o n o lu lu 1 6 . 4 7 . 3

O t h e r  S e l e c t e d  A i r p o r t s

B os ton 1 5 , 6 7 . 0
W a sh in g to n  ( N a t i o n a l ) 1 3 .3 - 6 , 0
P i t t s b u r g h 9 . 9 - 1 . 5
O r la n d o 6 , 9 1 4 . 0
S a l t  L a k e  C i t y 5 , 6 4 ) 0
B a l t i m o r e 4 . 6 20 . 2
Ci n c i n n a t f 3 , 3 1 9 ,3
I n d i a n a p b l i s 2 .B - 1 . 7
W a sh in g to n  ( D u l l e s ) 2 . 6 1 2 .3
C h a r l o t t e 2 .0 4 4 , 4
D a l t o n 1 . 6 6 . 0

S o u rc e :  A i r p o r t  O p e r a t o r s  C o u n c i l  I n t e r n a t i o n a l  i n  t h e  V a i l  S t r e e t  J o u r n a l
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H: CONSUMERS AND SAFETV

"The CAS has es timated t h a t  since  deregula t ion the American 

t ra v e l in g  public has saved 13.5 b i l l i o n  on fares ,"  (P i l l sb u ry ,  BOSTON 

GLOBE, 9 October 1983). These savings have been the  r e s u l t  o f  f a re  wars 

In recent  years .  As the economy recovers  however, there  w il l  be fewer 

f a re  wars. Finding the lowest f a re  can of ten be d i f f i c u l t  and confusing 

f o r  the consumer. According to Daniel F. Hay, P re s id en t  and Chief 

Executive O f f ice r  of  Republic A i r l in e s ,  Inc., " the re  may be as  many as

15.000 changes 1n domestic a i r  f a re s  every day and t h a t  while  many 

Americans are  paying more than i t  cos ts  fo r  t h e i r  a i r  t r a n s p o r t a t io n ,  

many others  are paying considerably less ,"  ("DOT's View of  A i r l in e  

Deregulation, TRANSPORTATION WORLD, £0 June 1983). Consumers t r a v e l in g  

on the  h ighes t  density  routes  are  the ones who saved the most. Lower 

density  routes  did not experience fa re  wars because of  the lack of  

compet i t ion on those routes.

In order  to  help them find the b e s t  pr ice  for  t r a v e l ,  many more 

people are re ly ing  on travel agents ins tead  of c a l l i n g  the a i r l i n e s  

d i r e c t ly .  The agents themselves are having problems keeping up with the

15.000 da l ly  changes.

Consumer complaints f i l e d  with the CAB have decreased d ram at ica l ly  

since 1978. Consumers became more aware of the consumer a c t i v i t i e s  of 

the CAB around 1976. The number of  complaints would be expected to  r i s e  

because of t h i s  awareness. Since 1978, the Increased competi t ion  should 

r e s u l t  in b e t t e r  service. According to  the CAB, a i r l i n e s  have been 

handling and s e t t l i n g  more of the complaints  themselves, leading to the 

dramatic drop in consumers report ing to the CAB (Table 4.H.1).

A major concern of those opposed to deregula t ion  i s  how i t  wil l
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T j j b l e 4. H . i ;  C o n s u m e r  C o m p l a i n t s  F i l e d  w i t h  t h e  C i v i l  A e r o n a u t i c s  B o a r d ,  b y  
T y p e .  1 9 7 4 - 1 9 8 ?

Tear
1974  19TE 1976  1977  1 9 7 6  1979  1 9 6 0  1961 1 9 8 ?1m.

F l i g h t -  
C a n c e l l a t i o n  
D e l a y
I r r e g u l a r i t y  
R e s e r v a t l  o n s -  
O v e r - s a l e  
Problem 
Ticketing 
F a r e s .  R e f u n d  
Baggage-'
L o s s  
Damage 
D e l a y  
R a t e s  
O t h e r
C ui t .  t r e a t .
D is c r t a ln a t l c i  
Racial 
P a s s e n g e r  
Handicapped 
i n - f l i g h t  s e r v  
S p r v - - g e n e r a l  
F l i g h t  I n f o .
Other 
Cargo 
SnoEfng 
Foreign

Total 15

1 /  h e i g h t e n e d  p u b l i c  a w a r e n e s s  o f  t h e  e x i s t e n c e  and  f u n c t i o n s  o f  i t s  c o n s u m e r  
a c t i v i t i e sZf d o m e s t i c  t r a f f i c  r o s e  7 .6 )  i n  1 9 7 9 ,  I n c l u d e s  t e l e p h o n e d  a n d  w r i t t e n  
c o m p l a i n t s  r e c e i v e d  a t  i t s  s i *  f i e l d  o f f i c e *

3 /  m o re  c o m p e t i t i o n  s h o u l d  mean b e t t e r  s e r v i c e ,  m o r e  c o m p l a i n t s  s e t t l e d  by  
t h e  a i r l i n e s  t h e m s e l v e s  

4 /  r e c l a s s i f i e d  b y  t h e  CAB 1n 1980

T /  “ 5 / 37 47

0 90 5 16 577 636 1350 2 88 9
1 55 0 8 8 0 1226 1748 2163 2 94 5 4 1 6 9 Z G 44 2 0 1 0

4 9 6 3 4 8 385 4 4 6 624 B37

1161 794 1192 1047 1373 2 71 0 1947 1296 1 2 9 6
1296 917 1122 1222 2170 3 21 8 1 11 3 597 4 5 9
2 2 7 167 190 210 3 a ? 5 0 0 1

im 1 5 6 9 2394 2172 3376 5 6 2 0  1 3 10 6 1499 1 4 0 9

HOD 667 9 06 1041 1416 3 3 1 6 “ )
4 79 349 415 498 657 897
4 7 0 294 441 502 639 1 3 1 5 > 3 4 2 3 2376 1 5 2 5

75 94 11B 200 121 1 2 3
3 3 7 2 2 4 133 127 149 2 0 6
8 85 859 1054 1198 1621 4 0 9 9 ,

1'
9 9 8 6 18 1 3 '42 56 SB 75 86 100
- . 28 - - P 206 123 113

. 3 4 9 316 384 623 647 700
1 0 ? 82 61 121 170 2 0 5
6 73 677 583 660 1010 1SL4

2761 2 3 1 4 4133 4 28 6 4090 6 9 9 ?
9Z 0 768 711 707 783 1121 1 58 5 605 4 5 2

- - 516 731 1 310 5 8 7 313 2 5 6
1461 1502 19E5 2125 2642 3 3 5 3 2 05 2 1663 1 0 5 2

719 1 1 , 9 1 6 16 ,121 1 7 ,9 5 1 2 3 , 6 0 9 4 0 , 6 4 6  2 2 , 9 8 5 1 3 . 2 7 8 1 0 , 1 5 1

Source: CAB HEW. 1974-190?
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a f f e c t  sa fe ty .  The a v ia t io n  in d u s t ry  has had an e x c e l l e n t  s a f e ty  

record. I t  i s  s a fe r  to  f ly  than dr ive. The acc iden t  and f a t a l i t y  r a t e s  

have not been adversely  a f fec ted  through 1981 (Table 4.H.2J. Commuter 

a i r l i n e s  cu t  t h e i r  a c c id en t  and f a t a l i t y  r a t e s  by about  50% in 1982.

The two major crashes  in  1902, w i th  231 f a t a l i t i e s  w i l l  impact 

negat ively  on the s a f e t y  record o f  the c e r t i f i c a t e d  a i r l i n e s  (Air 

F lor ida  in January and Pan Am in  July).

Many experts  and industry  in s id e r s  f e a r  t h a t  the  in c reased  

economic pressures on the  a i r l i n e s  may p o t e n t i a l l y  r e s u l t  1n more 

accidents ,  Linda A. Puehala,  P r e s id e n t  of the Associa t ion  of F l i g h t  

Attendants,  fee ls  t h a t  deregula t ion  has been a "d i sa s te r . "  She f e e l s  

t h a t  i t  has led to  reduct ions  in  safety .  These reduc t ions  inc lude:

1. reduced number of hours o f  f i r s t - a i d  t r a in in g  f o r  f l i g h t  
a t tendants ,  most CPfi t r a i n i n g  has ceased;

2. more inexperienced and f i r s t  t ime a i r  passengers  are u n f a m i l i a r  
with  carry-on baggage r u l e s  and baggage monitoring a t  the  ga tes  
has decreased,  r e su l t in g  in s to rage  problems in  the cab in  as 
baggage racks  and c l o s e t  s torage a re a s  must accomodate more weight 
than they were safe ly designed to  hold;

3. operat ing in  f l i g h t  with l e s s  than fu l l  a i r  pacs to  save fuel 
consumption. Passengers are sub jec ted  to  g r e a t e r  contaminants  1n 
the a i r ;

4. more passenger  a s sa u l t s  on cabin crew members- because of  
crowding, and l e s s  so p h is t i c a te d  passengers;

5. under increased  pressure  f o r  on- t ime depar tu res ,  a i r c r a f t  a re  
taking off  f requen t ly  b e fo re  complet ing a check of a l l  s a fe ty  
equipment;

6. f l i g h t  a t t e n d a n ts  are requ ired  to f l y  more o v e r -n ig h t  f l i g h t s  
and longer duty periods. F l i g h t  a t t en d an ts  and p i l o t  crew
are fa t igued ,  l e s s  a l e r t  and le s s  ab le  to r e a c t  1n emergencies;

7. a i r c r a f t  f l y i n g  over w a te r  are l i b e r a l l y  g ran ted  exemptions 
which waive the  requirement to  c a r r y  l i f e  r a f t s  (added weight);

B. new a i r l i n e s  have less  experienced crews (Congressional 
Hearing),

John Galfpault ,  head of t h e  Aviation Safety I n s t i t u t e ,  has  voiced 

s i m i l a r  concerns. G a l ip a u l t  has ,  since 1973, received 46,000 a v ia t io n  

hazard rep o r ts ,  u sua l ly  in the form of  anonymous t i p s  from p i l o t s ,
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T a b l e  4 .H .2 ;  Aircraft A c c i d e n t s ,  F a t a l H f e s  a n d  A c c i d e n t  R a t e s ,  U.S. 
C e r t i f i c a t e d  R o u te  C a r r i e r s ,  1 9 4 9 - 1 9 8 7

A c c i d e n t  R i t e  P e r
1 o f  A c c i d e n t s f o f  F a t a l l t i e s ■111 l o r m i l e s  f 1 own

T e a r T o t a l F e t a l T o t a l T o t a l F a t a l

1949 73 10 123 0 .1 5 1 0 .0 2 1
mu 72 B 173 0 . 1 4 3 0 . 0 1 6
1951 S3 18 233 0 . 1 4 9 0 . 0 3 2
1952 94 11 215 0 . 1 6 2 0 , 0 1 8
1963 70 11 143 D. 102 0 . 0 1 6
1954 80 7 31 0 , 1 1 1 0 . 0 1 0
1965 80 14 230 0 . 0 9 6 0 , 0 1 5
1956 94 9 174 0 , 0 9 9 0 . 0 0 9
195? 104 12 95 0 . 0 9 7 0 . 0 1 0
1958 85 13 158 0 . 0 8 ] D .0 1 2
1959 93 17 337 0 . 0 8 3 0 . 0 1 5
I 9 6 0 82 13 393 0 . 0 7 6 0 , 0 0 9
1951 78 8 149 0 . 0 7 3 0 . 0 0 7
1962 63 9 327 0 . 0 6 5 0 . 0 0 7
1963 66 10 259 0 . 0 5 6 0 . 0 0 5
1964 70 12 234 0 . 0 5 4 0 , 0 0 9
1965 73 e 266 0 . 0 5 0 0 , 0 0 5
1966 69 6 186 0 .0 4 1 0 , 0 0 4
1967 66 11 203 0 . 0 3 2 D.0Q5
1966 62 14 348 0 . 0 2 5 0 . 0 0 5
1969 61 10 . 156 0 . 0 2 3 0 , 0 0 3
1970 49 6 8 5 0 . 0 1 9 0 . 0 0 2
1971 47 8 203 D .0 1 6 0 . 0 0 2
1972 48 8 190 0 , 0 1 9 0 , 0 0 3
1973 4 0 s 221 0 . 0 1 5 0 .0 0 3
1974 4 6 s 463 0 . 0 1 9 0 . 0 0 3
1975 36 2 122 0 . 0 1 5 0 .0 0 1
1976 25 3 42 0 , 0 1 0 0 .0 0 1
1977 21 4 653 O.OOB 0 . 0 1 0
1970 22 5 ]6D 0 . 0 0 8 0 , 0 0 7
1979 29 5 354 0 . 0 1 0 0 . 0 9 7
1900 19 1 1 0 . 0 0 6 0 . 0 0 0
1951 24 4 4 0 . 0 1 0 0,000

S o u r c e : F e d e r a l A v i a t i o n A d m i n i s t r a t i o n
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mechanics, c o n t r o l l e r s  and o ther  f l ig h t  personnel (Grogan, PEOPLE, 28 

January  1984, p.73).

Galfpault  charges the Industry  with Inadequate maintenance of  

a i r c r a f t .  An Eastern  A ir l ines  J e t  with the o i l  s ea l s  l e f t  o f f  i t s  o i l  

plugs was almost  J’d1tehed" by the p i lo t  1n the A t lan t ic .  The o i l  plugs 

had been replaced a t  night  by mechanics using f l a s h l i g h t s  and the l ig h t s  

of a pick-up truck. This was the fourth Incident of missing o i l  s ea ls  

a t  Eastern (Grogan, p.74), A i r l in e s  are "cutt ing corners" to remain in 

business.  They are  a l so  put t ing  greater  pressure  on t h e i r  crews to  f ly ,  

no matter  what the condit ions.  Two accidents  occurred in 1982 because 

of adverse weather condit ions. The Air Florida c r a f t  which crashed in 

Washington, D.C., was flown by Inexperienced p i l o t s ,  n e i th e r  of whom 

seemed wil l ing to  take  the r e sp o n s ib i l i ty  to delay o r  cancel the f l ig h t .  

The plane took o f f  in an 1ce-storm, The de- ic ing  process had not been 

executed co r rec t ly  on the wings. The Pan Am f l i g h t  took o f f  1n a 

thunderstorm. Unstable a i r  caused them to crash. Gome a i r l i n e s  even 

recap th e i r  t i r e s .  F i f t y  people were k i l l e d  on a Spanish a i r l i n e r  when 

a t i r e  blew on tak e -o f f .

Some a i r l i n e s ,  however, are acting responsively.  United w i l l  no 

longer fly I t s  747's on overwater routes because the I n f l a t a b l e  s l id e s  

and r a f t s  will not  hold a i r  long enough to pass c e r t i f i c a t i o n  

requirements (Grogan, p.76). United Is doing t h i s  vo lun ta r i ly .

Surmtary

The Calculated. P re fe r re d  impact re lated to consumer concerns 1s t h a t  

consumers f ly ing on routes  In the high density routes  have benefited 

great ly  from deregula t ion .  Passengers on low-density routes  have not 

been lucky enough to b e n e f i t  from the fare  wars. In fact* they may be
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subsid iz ing  many of  those  u n r e a l1 s t1 c a l ly  low f a re s .  This  i s  an 

Ifncalculated, Nonpreferred r e s u l t  of the ADA.

Other Uncalcula ted . Nonpreferred  impacts inc lude ;  a l though the  

s a fe ty  record of the a i r l i n e  in d u s t ry  remains e x c e l l e n t ,  w ith  the  

increased com pet i t ion  and huge lo s s e s  suffe red  by some o f  the  a i r l i n e s ,  

s a fe ty  has been lowered as a p r i o r i t y .  Many of the  newer a i r l i n e s  a re  

f ly ing  with inexperienced crews,  crews f ly  longer hours,  passengers  are  

l e s s  so p h is t i c a ted  and unaware of  a i r c r a f t  procedures  and maintenance 

has been inadequate in  some s i t u a t i o n s ,  A i r l in e s  have been "p lay ing  the 

odds." So fa r ,  they have b e a t  them. They may be s e t t i n g  themselves  and 

the consumer up for  a p o t e n t i a l l y  d i s a s t e r o u s  s i t u a t i o n .  The hub and 

spoke system has c rea ted  d e la y s  and p o te n t i a l  s a f e ty  problems w i th  many 

f l i g h t s  a t tempt ing  to land and t a k e - o f f  within s h o r t  p e r iods  o f  t ime.  

F in a l ly ,  consumers have been having t ro u b le  keeping up w i th  the 

thousands of changes in  schedules  and f a r e s  which occur each day. Many 

are  paying h igher  f a r e s  than necessary  because of  t h i s  confusion.

The issue of the s a fe ty  o f  the  a i r l i n e s  has been com plica ted  by the 

1981 a i r  t r a f f i c  c o n t r o l l e r s  s t r i k e  which r e su l ted  in  the  f i r i n g  of 

thousands of t r a f f i c  c o n t r o l l e r s .  These c o n t r o l l e r s  were rep laced  with  

less  exper ienced c o n t r o l l e r s  from sm a l l e r  a i r p o r t s  and t r a i n i n g  programs 

were a c c e le ra ted  to r ep lace  the  f i r e d  c o n t r o l l e r s .  The number o f  near  

acc iden ts  has increased s ince  the  s t r i k e .  This w i l l  have an e f f e c t  on 

the  f a t a l i t y  and ac c id e n t  r a t e s .  So f a r  though, c o n t r o l l e r  e r r o r  has 

not been c i t e d  as c o n t r ib u t in g  to  any o f  the recen t  major  a i r p la n e  

crashes .
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1 4 4
1: FOREIGN AIRLINES

The ADA has not only a f f e c t e d  the domestic av ia t io n  Indust ry ,  i t  

has a l so  had rep e rcu ss io n s  on the In te rn a t io n a l  a v ia t io n  Industry .

Members o f  the  In te rn a t io n a l  Air  T ran sp o r t  Associa t ion  (IATA) face two 

b i l l i o n  d o l l a r  lo s s e s  through 1982 (FORBES, 30 August 1902, p.I20).

A i r l i n e s  se rv ing  the  t r a n s a t l a n t i c  l o s t  more than $650. m i l l ion  in 

1981 (FORBES, p,120), IATA members a t tem pted  to  r a i s e  f a r e s  by 2-71, 

however, t h a t  agreement i s  non-binding, A i r l i n e s  a re  s t i l l  f r e e  to 

undercut the competi t ion ,  A 74 r a i s e  in f a r e s  would mean t h a t  the 

c a r r i e r s  on the  A t l a n t i c  rou te  would break even. An 114 r a i s e  would be 

needed fo r  them to  show a p r o f i t .  However, as Max Cole o f  Singapore 

A i r l i n e s ,  a non-IATA member, b lu n t ly  po in ted  out ,  "I be l ieve  IATA wil l  

not  succeed f o r  the reason t h a t  the leve l  o f  dishonesty in i n t e rn a t io n a l  

a v i a t i o n  i s  high. You c a n ' t  t r u s t  an a i r l i n e  even i f  i t  says  i t  w i l l  

keep p r i c e s  high," (FORBES, p, 120), I t  i s  u n l ik e ly  then t h a t  these 

r a i s e s  w i l l  remain fo r  long.

Japan A i r l i n e s  Company (JAL) has been an outspoken opponent of 

a i r l i n e  deregu la t ion .  JAL, the t h i r d  l a r g e s t  i n t e r n a t i o n a l  c a r r i e r ,  

l o s t  $80 m i l l i o n  in  1982, and opposes any e f f o r t s  a t  d e re g u la t in g  the 

i n t e r n a t i o n a l  indus t ry  through in f lu e n c e  in the P a c i f ic  C a r r i e r s  

Compliance Committee (PCCC), an in d u s t ry  group. Northwest and Pan Am 

are  a l s o  members o f  the PCCC. JAL's e f f o r t s  so f a r  have led  Japan Civil  

Aviat ion  Bureau <JCAB> to demand t h a t  the PCCC keep c l o s e r  watch over 

and d i sco n t in u e  p r i c e  c u t t i n g  on P a c i f i c  rou te s .  JAL i t s e l f  has been 

forced to  cu t  i t s  f a r e s  below JCAB t a r i f f  l e v e l s  to  defend I t s e l f  

a g a in s t  the r eces s io n  in 1981 and the  low f a r e s  charged by the Americans 

and t h i r d  country a i r l i n e s  f ly in g  U.S.-Japan routes  (BUSINESS WEEK, 16
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August 1932, p.36). These t h i r d  country  l i n e s ,  such as Singapore 

Air l ines ,  Ltd.,  and Thai Airways I n te rn a t io n a l ,  Ltd., are not  bound by 

the t a r i f f  p r ic e  l e v e l s  which are supposed to bind the a i r l i n e s  t h a t  

belong to the coun t r ie s  being served. When JAL cu t  i t s  f a re s ,  Northwest 

a l so  reduced fares .  This caused JAL to  accuse i t s  U.S. competi tors  with 

fa re  "dumping" (BUSINESS WEEK, p.36>.

B r i t i sh  Airways has been ab le  to reverse I t s  1982 loss  of $922 

mil l ion,  ( the l a r g e s t  s ing le  year  l o s s  ever  recorded by an a i r l i n e ) ,  to 

a *111.6 m i l l ion  p r o f i t  in 1983 (AVIATION AND SPACE TECHNOLOGY, 25 

October 1983 p.34). They were able to  accomplish t h i s  f e a t  by 

increasing the number of passengers t r a v e l in g  f u l l  f a re  and by reducing 

t h e i r  work force. I f  B r i t i s h  Airways was able  to  adapt  to  the 

deregulated atmosphere and tu rn  the l a r g e s t  loss  in  a v ia t io n  h is to ry  

Into  a p r o f i t  the following year ,  t h e r e  i s  hope f o r  the r e s t  of the 

in terna t ional  av ia t ion  indus t ry 's  su rv iva l .

S u m n a r y

The in te rn a t io n a l  av ia t ion  Indust ry ,  along w i th  the American a i r  

c a r r i e r s ,  has suffe red  la rge  f inanc ia l  lo sse s  s ince deregula t ion .  The 

world-wide recess ion  In 1981, the Increase  In fue l  p r ic e s  and the 

increased competi t ion  have wrought havoc w i th in  the  e n t i r e  av ia t ion  

Industry. These losses  were not foreseen by dec is ion  makers nor were 

they desired, they are Uncalculated, Nonpreferred Impacts.  Without the 

added competition and r e su l t in g  fare  wars,  the indus t ry  might have been 

b e t t e r  able to  cope with the  recess ion and fuel p r ic e  Increases .  The 

lessening of the recess ion  and e f f o r t s  a t  improving e f f i c i e n c y  may save 

the Industry,
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In o rder  to  draw conclusions from the analysis  presented, i t  i s  

necessary  f i r s t  to  summarize the f indings  within the framework of  the 

model of a n a ly s i s  presen ted  in the f i r s t  chapter ,  and then to o f f e r  some 

general co n c lu s io n s .

Summary of The Evalua tion  of The A ir ! in e  Deregulation Act of 1978

The f ind ings  of t h e  study of the Air l ine  Deregulation Act are 

summarized below w ith in  the our model of analysis.

Program o b j e c t i v e s . The A i r l in e  Deregulation Act (ADA) was to provide 

fo r  a sa fe ,  economic, e f f i c i e n t  and low-priced a i r  t ra n sp o r ta t io n  

system. I t  was to  encourage a sound a i r l i n e  industry by p roh ib i t ing  

u n f a i r  o r  a n t i - c o m p e t i t i v e  p rac t i c e s  and monopolies, maintaining service  

to  small communities,  encouraging new e n t r i e s ,  expanding e x i s t in g  

a i r l i n e s ,  and by c r e a t in g  secondary or  s a t e l l i t e  a i rp o r t s .

Program environment. The ADA was enacted in an environment of mixed 

support.  Consumers and consumer groups supported the deregulat ion of 

the a i r l i n e  industry .  The industry was h o s t i l e  to the idea of  

de reg u la t io n  a t  f i r s t ,  b u t  l a t e r  United Air lines  and World A ir l ines  

changed t h e i r  p o s i t i o n s  to  support the Act. Since the Act has been in 

e f f e c t ,  the Industry  as a whole has become support ive of I t s  alms.

Program a c t i v i t y . The C iv i l  Aeronautics Board (CAB) quickly ended i t s  

r a t e  a u th o r i ty  and l a t e r  i t s  route au thor i ty .  The CAB did not prevent 

p reda tory  p r ic ing .  I t  had the au thor i ty  to sanction a i r l i n e s  whose 

f a r e s  f e l l  more than BQ% below the Standard Industry Fare Level (SIFL) 

through December of 1979. Some of the problems of a i r l i n e s  adapting to  

the ADA may be a sc r ibed  to  the CAB fo r  ending i t s  fa re  and o the r



www.manaraa.com

140

regu la to ry  a u th o r i ty  too quickly.

The CAB ceased operat ions  on January 1, 1985, remaining fede ra l  

a u th o r i ty  was be t r a n s fe r re d  to  the Department of Transporta t ion ,  the 

Department of J u s t i c e ,  the Department o f  S t a t e ,  the Pos t  Office , and the 

Department of Labor. The Department of Transporta t ion  (DOT) now 

determines  mail c a r r i ag e  compensation and small community se rv ice  

subs id ies ,  and i t  shares  au thor i ty  over fo re ign  a i r  t r a n s p o r t a t io n  with 

the Department o f  S ta te ,  The Department of J u s t i c e  superv ises  mergers 

and in te r lo c k in g  r e la t io n sh ip s .  The Post Off ice  determines r a t e s  fo r  

mail ca r r iage .  F in a l ly ,  The Department of Labor determines 1f employees 

a f f e c te d  by deregu la t ion  qual ify  f o r  subsidies .

All o f  these  departments alreacjy have many r e s p o n s i b i l i t i e s .  In 

a l l  l i k e l ih o o d ,  the former CAB r e s p o n s i b i l i t i e s  w il l  be given low 

p r i o r i t i e s  by these departments.  The new r e s p o n s i b i l i t i e s  may not 

e a s i ly  f i t  i n to  the rou t ines  e s ta b l i sh e d  by these  departments.  New 

d i r e c t iv e s  tend to g e t  lo s t  in the  bureaucra t ic  shuff le .

Program e v en t s . Variables  which in tervened between program a c t i v i t e s  

and Impacts,  perhaps changing those impacts,  were the r i s i n g  fuel p r ic e s  

of the l a t e  70's and ea r ly  1980's, the recess ions  in 1980 and 1981, and 

the Profess ional  Air T ra f f ic  C on tro l le rs  (PATCO) S t r ik e  in  1981.

The r i s in g  fuel pr ices  made i t  impossible fo r  a i r l i n e s  to lower 

fa re s  as much as predic ted .  The recess ions  discouraged the  growth of 

revenue passenger m i les  and load fac to rs .  People could not a f fo rd  to 

f ly .  F in a l ly ,  the PATCO s t r ik e  forced the r e s t r i c t i o n  o f  f l i g h t s  i n t o  

and out o f  the I t  b u s ie s t  a i r p o r t s  in the United S ta tes .  A i r l in e s  were 

assigned " s lo ts "  which would be taken away i f  not used. Rather than 

give up s l o t s ,  many a i r l i n e s  continued to f ly  u n p ro f i t a b le  routes,
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Air l ines  were discouraged from ra t io n a l i z in g  t h e i r  rou tes  because they 

were denied f ree  entry  and e x i t  from these a i rp o r t s .

Impacts. Impacts are  summarized 1n Figure 5.1. Calcula ted  p re fe r red  

Impacts are the pos i t ive  impacts which were expected by policy-makers.  

The a i r l i n e s  have been ab le  to  lower fa re s  below pro jec ted  regula ted  

fare  levels.  A i r l in e s  had f a re  wars on the most heavi ly t rave led  routes  

to encourage more t rave l .  Load fac to rs  and revenue passenger miles  have 

r isen  in the deregulated environment. The r i s in g  fuel p r ic e s  of  the 

l a t e  1970's did not allow a i r l i n e s  to lower fa re s  as much as  predic ted ,  

but they were lower than they would have been under regu la t ion .  The 

recessions  of  1980 and 1981 in te r f e re d  with the p red ic ted  Increase in 

passengers.  The a i r l i n e s  began fare  wars to encourage t r a v e l .  Since 

these  recess ions  eased, more people are travel ing* usually  without the 

predatory p r ices  charged during the recessions.

A ir l ines  have been ab le  to  begin r a t io n a l i z in g  t h e i r  routes  to 

provide fo r  more e f f i c i e n t  use of a i r c r a f t .  In the regu la ted  

environment, a i r l i n e s  flew p o in t - to -p o in t  re ly ing  on the CAB to award 

routes. A i r l in es  are now able to  decide which rou tes  they wish to 

serve. The r a t io n a l i z a t i o n  o f  routes was d is turbed by the PATCO s t r ike .  

The FAA l im i ted  the number of  f l i g h t s  in to  and out of 23 o f  the l a r g e s t  

a i rpo r t s .  A i r l in es  could not en te r  and e x i t  from these  markets a t  w i l l .  

A i r l in e s  were also  forced to maintain service t o  319 e s se n t ia l  serv ice  

communities un t i l  replacements could be found.

The ADA has s t imulated the en try  of  new a i r l i n e s  in to  the 

Industry. The number of a i r l i n e s  has t r i p l e d  s ince  1978. The number of 

s ta t io n s  served has increased,  as has the number of a i r c r a f t  1r» serv ice.  

A ir l ines  have attempted to  increase  t h e i r  e f f i c ie n c y  by Increas ing the
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Figure 4 , 1 ;  Program Impacts*

Calculated:

U n c a l c u l a t e d

P r e f e r r e d  H onp  r e f e r r e d

F a r e s  l o w e r  t h a n  u n d e r  
r e g u l a t i o n  

LFs an d  RPMs r o s e  
R a t i o n a l  l i e d  r o u t e  s y s t e m s

Humber o f  a i r l i n e s  t r i p l e d  
I n c r e a s e d  s t a g e  l e n g t h s

L o s s  p f  s e r v i c e  t o  s m a l l  
c c n i u n l  t i e s  

W a s t e f u l  u s e  o f  f u e l  
D i f f i c u l t i e s  I n  f i n a n c i n g  

a i r p o r t  e x p a n s i o n

O u t s t a n d i n g  p e r f o r m a n c e  o f  
new an d  s m a l l e r  a i r l i n e s  

Fewer c u s t o m e r  c o m p l a i n t s -  
a i r l i n e s  t a k i n g  c a r e  o f  
own c o m p l a i n t s

C u t t h r o a t  c o m p e t i t i o n  j 
P r e d a t o r y  p r i c i n g  
L o s s e s  i n  d o m e s t i c  and  

I n t e r n a t i o n a l  S y s te m s

C u s to m e r  c o n f u s i o n  
S a f e t y  c o n s e n t s

* Adapted from toot: and Sc f o i l ,  pp.326-329.
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stage leng ths  flown. The longer  the f l i g h t ,  the  more e f f i c i e n t  the use 

of a i r c r a f t .

Impacts which were p o s i t i v e  bu t  u n an t ic ip a ted ,  u n ca lcu la ted  

prefer red  Impacts , Include the  outs tand ing  performance by the  new, 

smaller  a i r l i n e s  and by the local s e rv ic e  a i r l i n e s  l i k e  USAir* which has 

become large enough to  be cons idered  a major t runk l ine .  These a i r l i n e s  

have made p r o f i t s  even when the r e s t  o f  the indus t ry  was i n c u r r in g  huge 

debts. They had g r e a t e r  Increases  in  load f a c t o r s  and revenue passenger  

miles than the major a i r l i n e s .  I t  was fea red  t h a t  these  s m a l l e r  

a i r l i n e s  might be overwhelmed by the l a r g e r  a i r l i n e s ,  bu t  t h i s  has no t  

been the case. Moreover* there  have been fewer  customer  com pla in ts  t o  

the CAB since 1978. The a i r l i n e s ,  due to inc reased  com p e t i t io n  have 

been handling more customer  complain ts  on t h e i r  own.

On the negative s ide ,  impacts which were c a l c u l a t e d ,  nonpre fe r red  

were f i r s t ,  the  loss  o f  se rv ice  to small communities.  Small 

communities,  fo r  the most p a r t ,  have l o s t  s e rv ice .  Load f a c t o r s  and 

revenue passenger  m i les  have decreased. The ADA a t tem pted  to  deal w i th  

th i s  pred ic ted  Impact through the E s sen t ia l  Serv ice  Communities 

provision. 319 communities have been guaranteed a minimum amout of  

service  through 198B. Recent General Accounting Off ice  fGAO) r e p o r t s  

have suggested t h a t  the CAB change the  E s se n t ia l  Service  Community 

s t ru c tu re  s ince i t  hasn ' t  guaranteed q u a l i t y  s e rv i c e  to  th e se  and o th e r  

eommunlties.

Secondly, because o f  the Increased com pet i t ion ,  t h e r e  has been 

wasteful use o f  fuel .  Ins tead  of f ly in g  one f u l l  a i rp la n e ,  t h e r e  might  

be th re e  planes each f ly in g  one t h i r d  fu l l  se rv in g  c e r t a i n  markets .  The 

amount of fuel used per  passenger mile  has r i s e n  s ince d e reg u la t io n
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d i s p i t e  more fuel e f f i c i e n t  a i r c r a f t  and o the r  fue l -sav ing  technologies.  

Last ly ,  a i r p o r t s  have had some d i f f i c u l t i e s  In financing expansion 

because of  the uncer ta in ty  of  the market. The government, though, has 

continued to  fund a i r p o r t  p ro jec ts .

F ina l ly ,  the nonpreferred,  uncalculated impacts of  deregula t ion 

are negative impacts which were not expected by policy  makers. Policy 

makers did not expect the c u t th ro a t  compet i t ion and predatory  pr ice wars 

which have occurred on the most heavi ly t rave led  routes.  These f a re  

wars have caused a i r l i n e s  to charge higher fa re s  on le s s  dense routes  to 

subsid ize  the unp ro f l tab ly  low fa res  on the l a r g e r  routes.  These fare 

wars have caused huge losses  In the Industry, p a r t i c u l a r l y  fo r  the 

l a r g e s t  a i r l i n e s .  These losses  c e r t a i n l y  were not  expected. The 

s i tu a t io n  was aggravated by the recess ions  of 19QD and 1981. The 

bankruptcy act ions  of e s ta b l i sh e d  major a i r l i n e s ,  l ik e  B ran l f f  Air l ines  

and Continental A ir l in es ,  were unexpected. O r ig ina l ly ,  I t  was feared 

th a t  the new a i r l i n e s  would not be able  to  compete with the large 

a i r l i n e s ,  However, the la rg e  a i r l i n e s  did  not adapt well to  the 

deregulated environment,  while the new a i r l i n e s  were organized to deal 

with the new environment.  They tend to have lower overhead and are  able 

to make p r o f i t s  even when charging low fares .  The la rge  a i r l i n e s  have 

not been able to adapt quickly s ince  they are saddled with higher  

overhead, such as union co n t rac ts  negotia ted in  the regu la ted  

environment. They are now seeking a l t e re d  co n t ra c t s  which c u t  employee 

wages and benef i ts .  In some cases,  union c o n t ra c t s  have been negated by 

the f i l i n g  of bankruptcy by the a i r l i n e s .

There have a lso  been huge losses  in the in te rn a t io n a l  a i r  

t r a n sp o r t  industry.  The recess ions  a f fec ted  the In te rna t iona l  Industry



www.manaraa.com

153

as well as the domestic industry* Companies f ly ing  in te rn a t io n a l  routes  

began undercutt ing each others  p r ic e s  to generate business .  Ins tead  of 

c rea t ing  more business,  the r e s u l t s  were la rg e  losses.

The c u t th ro a t  competi tion and freedom o f  e x i t  and en t ry  have

caused much confusion fo r  the customer. Many consumers a re  paying more 

than they have to fo r  a i r  travel because of a l l  of the changes in p r ices  

and schedules which occur without warning. Even t ravel  agents have had

problems keeping up with the up to 15,000 changes which occur each day

in fares  and schedules.

The r a t io n a l i z in g  o f  route networks, although more e f f i c i e n t  fo r  

the industry ,  has caused some safe ty  problems as well as delays. The 

most popular way of r a t io n a l i z in g  route  systems has been t o  e s t a b l i s h  

hub-and-spoke systems. The a i r l i n e s  f ly  most f l i g h t s  in to  and out  of 

one or two centra l  hubs. The a i r l i n e s  are ab le  to serve more markets 

with  th i s  system than with po in t - to -p o in t  service .  The hub and spoke 

scheme causes problems with scheduling f l i g h t s  into a i r p o r t s .  Many 

f l i g h t s  a r r iv e  within a shor t  amount of time. These f l i g h t s  deplane 

passengers who then make connecting f l i g h t s  and then the  planes  leave as 

quickly as possible .  Many planes leave a t  about the same time causing 

long queues o f  a i rp lanes  waiting for  c learance to use runways. Problems 

a re  compounded i f  any f l i g h t s  are l a t e  a r r iv in g  or i f  th e re  i s  inclement 

weather. Delays of up to  three hours are not uncommon in some o f  the  

la r g e r  a i rp o r t s .  The FAA has ruled t h a t  a i r l i n e s  must s tag g e r  t h e i r  

scheduled a r r i v a l s  and depar tures  more to avoid these problems.

F ina l ly ,  there have been problems with safe ty  w i th in  the industry,  

The cu t th ro a t  competition has caused safety  to  become a secondary 

concern. P i l o t s  are urged to f ly  under uncer tain weather cond i t ions  and
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before  s a f e ty  checks are completed 1n order  to  s tay  on schedule. Hew 

a i r l i n e s  have h i re d  l e s s  experienced  p i l o t s  to  be cap ta in s .  Cabin crews 

are f ly ing  longer hours. The l e s s  s o p h i s t i c a t e d  na tu re  of  passengers  

has caused problems. People who have never flown before  b r ing  more hand 

luggage on board than is  s a f e  and a re  not f a m i l i a r  w i th  f l i g h t  s a f e t y  

procedures .

General Conclusions

Has the A i r l i n e  Deregula t ion  Act o f  1978 met i t s  goals?  The 

r e s u l t s  so f a r  a r e  mixed a t  bes t .  Since d e re g u la t io n ,  the a i r l i n e  

indus t ry  has become more e f f i c i e n t  and I t  has become more economical fo r  

passengers  f ly in g  on the den ses t  rou te s .  P r ic e s  on l e s s  dense rou te s  

have remained high. There have been some u n f a i r  p rac t ices*  

s p e c i f i c a l l y ,  p reda tory  p r ic in g .  There have been few problems w i th  

monopoly s i t u a t i o n s  s ince  so many new a i r l i n e s  have en te red  the  market. 

A i r l i n e s  in the p o s i t io n  o f  being the  s o le  a i r l i n e  to  s e rv ic e  many small 

communities may, however, s e t  f a r e s  a t  ar*y le v e l  they wish.

Service  to  small communities has been main ta ined  to 319 

communities through the E s sen t ia l  Serv ice  Communities program. Other 

small communities have complete ly  l o s t  s e rv ice .  Service  q u a l i t y  has 

dec l ined  to  most small communities.  Fares  a re  high and s e rv ic e  has been 

in c o n s i s t e n t .

New e n t r i e s  have been encouraged by the  ADA. The number o f  

a i r l i n e s  has t r i p l e d  s ince 1978. E x i s t in g  a i r l i n e s  have had mixed 

success.  The loca l  se rv ice  a i r l i n e s  have expanded and grown. The major 

a i r l i n e s  have not  done as  wel l .  The majors  have l o s t  a g r e a t  deal of 

money and some have f i l e d  f o r  bankrupcy. Others have co n so l id a ted  t h e i r  

o p e ra t io n s .
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A irpor ts  have been aided through federa l  funds t o  undertake 

expansion. I t  has been more d i f f i c u l t  f o r  them to borrow p r iv a te  funds 

because o f  the u n c e r t a in ty  o f  the deregu la ted  marketplace .  Secondary 

a i r p o r t s  have grown the  most s ince  1978, They have had la rg e  gains in 

the numbers o f  passengers  served. Many o f  the  new a i r l i n e s  have used 

secondary a i r p o r t s  l i k e  P i t t s b u r g h  and Newark as  hubs fo r  t h e i r  

opera t ions .

I t  I s  q u es t io n ab le  i f  the  s t a t e d  pr imary  goal o f  the  ADA, sa fe ty ,  

has received the h ig h e s t  p r i o r i t y  by the  indus t ry .  P ro fe s s io n a l s  within 

the indust ry  have voiced t h e i r  concern over  the  frequency o f  sa fe ty  

v i o l a t i o n s  under the  Increased  p ressu re  of com pet i t ion .

Many o f  the ADA's negat ive  impacts  should d ec rease  or disappear  

over t ime. Improvements in  the economy have meant improvements fo r  some 

o f  the a i r l i n e s  in  t r o u b le  and much o f  the  p red a to ry  p r ic in g  has 

disappeared.  There a re  s t i l l  a i r l i n e s  d e c la r in g  bankruptcy, new 

c a r r i e r s  as well as those  which e x i s t e d  before  1978.

Only th re e  o f  the ADA's goals  have been met f u l l y  while  two more 

have been met p a r t i a l l y .  The Act has a l lowed f o r  many i n e q u i t i e s  for  

customers f ly in g  on l e s s  dense rou tes  and f o r  th o se  in  small 

communities.  Customers have found the de reg u la ted  environment to  be 

confusing and changable.

Concern con t inues  about the sa fe ty  record  o f  the industry .  The 

increased  com pe t i t ion  has seemingly caused s a f e ty  to  be given a lower 

p r i o r i t y .  The Inc reased  t r a f f i c  br ings  inc reased  r i s k s  o f  acc iden ts  as 

the sk ies  become more crowded. The PATCO s t r i k e  f u r t h e r  complicates  the 

s i t u a t io n .  There a re  now fewer c o n t r o l l e r s  working longer  hours than 

before  the  s t r i k e .  There a re  a l so  more planes  f l y i n g  which must be
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handled by these c o n t r o l l e r s .  Commercial a i r  t r a v e l  has been one of  the 

s a fe s t  modes of t r a n sp o r t a t io n ,  b u t  i t  must remain so. When an accident  

does occur, i t  usually  Involves the  loss  of  hundreds o f  l iv e s .  Safety 

c lear ly  must be the  primary o b je c t iv e  o f  the industry.

I t  would be u n r e a l i s t i c  to  advocate a r e tu rn  to  a c lo se ly  

regulated a i r  t r a n s p o r t a t io n  system. I t  I s ,  however, t ime to begin to 

"fine tune" the ADA. The CAB should not have ceased opera t ions  in  1985, 

Instead, I t  should have been r e ta in ed  with  those r e s p o n s i b i l i t i e s  which 

were to be t ra n s fe r red  to  other  departments.  The CAB should have also 

been given r e sp o n s ib i l i ty  fo r  monitoring sa fe ty  which now r e s t s  with the 

Federal Aviation Adminis t ra t ion  (FAA). The FAA has not  had the  

resources to adequately monitor s a f e t y  problems with the i n c r ea se  of 

a i r l i n e s  and a i r c r a f t .  The ADA d id  not provide f o r  any expansion of  the 

FAA, The CAB should have a lso  been allowed to  sanc t ion  a i r l i n e s  

engaging In predatory pric ing .  Predatory  p r ic ing  I s  harmful to  the 

industry as  a whole and c rea te s  I n e q u i t i e s  In the f a re s  pa id  by 

passengers. The a i r l i n e s  are forced to  charge more on some ro u te s  to 

make up f o r  losses  Incurred on the  routes  with p redatory  p r ic ing .

Air lines  should be encouraged to  base fa re s  on milage and the  Essentia l  

Service Communities program should be reorganized to provide high 

qual ity,  t imely service  to  small communities.  The ADA should achieve 

more of i t s  goals i f  these recommendations are followed.

The Air l ine  Deregulation Act o f  1978 has t o t a l l y  r e s t r u c tu re d  the 

commercial av ia t ion  system 1n the United S ta te s ,  and I t  a l so  has had a 

major impact on th e  in te rn a t io n a l  commercial av ia t ion .  The Act has not 

been as successful  as i t  appeared to  be a t  f i r s t ,  and I t  may not be the 

"moder o f  successful deregula t ion for  those who want to  g e t  r i d  of
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“unnecessary11 governmental r eg u la t io n  In o ther  sec tors  of the econorny. 

Deregulation of the  a i r l i n e  Industry might have b e t t e r  occurred In small 

s teps  which would not have been as d e b i l i t a t i n g  to the Industry.
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APPENDIX A: STRUCTURE DP THE CIVIL AERONAUTICS flDARD

CAS
Heraber H e a d e r C h a i r p e r s o n V i c e - C h a i r Member

O f f i c e
o f
Comp
t r o l l e r

Ha n i g  1 rig 
D i r e c t o r

Office
of
P e r s o n 
nel

O f f i c e  o f
E c o n o m i c
A n a l y s i s

O f f i c e
o f
Admi ns .
S u p p o r t
O p e r a 
t i o n s

O f f i c e
o f
E q u a l  
Einpl f o 
m e n t  Op
p o r t u n 
i t y

ZL
B u r e a u  o f  
A c c o u n t s  
a n d  S t a t i s 
t i c s

A c c o u n t i n g ,  
D a t a  P r o 
c e s s i n g ,  
R e p o r t s ,  
F i n a n c i a l  
A n a l y s i s  
a n d  C o s t  
D i v i s i o n .  
S t a t i s t i c a l  
D a t a  D i v i 
s i o n ,
A u d i t  D i v i 
s i o n

) u r e a  Li o f  
l o n s u m e r  
Protect 
t l  on

X

O f f i c e 1 
o f  t h e  

I ' Sec r e-  
' ' t a r y

O f f i c e  
o f  t h e  
G e n e r a l  
C o u n c i l

O f f i c e
o f
Infor
m a t i o n

O f f i c e
o f
Cnmnu n-  
I t y  a n d  
C o n g r e s 
s i o n a l  
R e l a t i o n s

LOtnp) l a n c e
C o n s u me r
A c t i o n

B u r e a u  o f  
P r i c i n g  
a n d  D o w s -  
t l c  A v i a 
t i o n

l u r e a u  o f  
i n t e r n a 
t i o n a l  Av
i a t i o n

S p e c i a l  Au-—
t h o r l t i e t  
a n d  A d m i n . , 

' L i c e n s i n g  
P r o g r a m s  a n d  

' P o l i c y  D e v e l J  
l e g a l  A f f a t r j  
P r i c i n g

R e g o t l j *  
t l o n s  D i 
v i s i o n ,  
Le gal  D i 
v i s i o n ,  
R e g u l a t o r y  
A f f a i r s ,  
E c o no mi c /  
Sys t ems 
A n a l y s i s  
D1v1s1 on

B u r e a u  o f  
Ad mi nl  s t r a -  
t l v e  La *

Judges
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APPENDIX B: CQWWMTIES DESIGNATED AS 'ESSENTIAL SERVICE" COWUNHIES

S t a t e  C i t y  S t a t e  C i t y

A l a b a m a  A n n i s t o n  C o l o r a d o  A l a m o s a
D o t h a n  A s p e n
G a d s t e n  C o r t e z
H o t e l e  S h o a l i /  D u r a n g o
F l o r e n c e /  G u n n i s o n
S h i f f l e l d /  L a m a r
T u s c u e b i a  M o n t r o s e / D o l t a
T u s c a l o o s a  P u e b l o

A r i z o n a  F l a g s t a f f  S t e a * o a t  S p r i n g s /
G r a n d  Ca ny on  H a y d e n / C r a i g
Ki ngma n  C o n n e c t i c u t  B r i d g e p o r t
P a g e  New H a v e n
P r e s c o t t  N «  L o n d o n / G r o t o n
U l n s l o w  S t a n f o r d
Tuna  F l o r i d a  E g l l n  A . F . B ,

A r k a n s a s  E l  D o r a d o /  G a i n e s v i l l eCamden Key N e s t
F a y e t t e v i l l e  L a k e l a n d
F o r t  S m i t h  P a n i K j  C i t y
H a r r i s o n  M e l b o u r n e
H o t  S p r i n g s  G e o r g i a  A l b a n y
J o n e s b o r o  A t h e n s
T e x a r k a n a  A u g u s t a

C a l i f o r n i a  B l y t h e  B r u n s w i c k
C h i c o  C o l u r t u s
C r e s e n t  C i t y  Ma c o n
El  C e n t r o  M o u l t r i e /
E u r e k a /  T h c m a t v i l l e
A r e a t a  V a l d o s t a
M e r c e d  H a w a i 1 K a r a
H o d e s t o  K a o u e l a
O r a n g e  C o u n t y /  L a n a i
S a n t a  A n a /  I d a h o  L e w i s t o n
A n a h e i m  S u n  V a l l e y /
O x n a r d /  H a i l e y / K e t c h u m
V e n t u r a  T w i n  F a l l s
P a l m d a l e /  I l l i n o i s  B l o o m i n g t o n
L a n c a s t e r  C h a m p a i g n /
Re d  B l u f f /  t h - ba n a
R e d d i n g  D a n v i l l e
S a n t a  B a r b a r a  D e c a t u r
S a n t a  M a r i a  G a l e s b u r g
S a n t a  R o s a  M a r l o n / H e r r i n
S t o c k t o n  M a t t o o n /
V i t a l  i a  C h a r l e s t o n
M o n t e r e y /  H o u n t  V e r n o n
S a l i n a s  Q u i n c y
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S t a t e

I l l i n o i s

Indiana

Iowa

K a n s a s

K e n t u c k y

L o u i s i a n a

Maine

C i ty S t a te City

Rockford 
S p r i n g f i e l d  
S t e r l  l no/
Rock F a l l s  
f l l o o m i n g t o n  
E l k a r t  
Kokomo/
L o ga n  s p o r t /
P e r u
Lafa ye t t e
H u n e i e / A n d e r s o n /  
Hen C a s t l e  
T e r r e  H a u t e  
B u r l  i  n g t o n  
C l i n t o n  
Du bu qu e 
F o r t  Do dg e  
Ha s o n  C i t y  
O t t u n v a  
W a t e r l  oo  
Dodg e C i t y  
G a r d e n  C i t y  
G o o d l a n d  
G r e a t  B e nd  
Hay t
H u c h l n s o n
I n d e p e n d e n c e /
C o f f e y v l l l e /
Parsons
L i b e r a l / G u y  non
M a n h a t t a n /
J u n c t i o n  C i t y /
F o r t  R i l e y
S a l l n a
T o p e k a
L o n d o n / C o r b i n
Owensboro
Paducah
A l e x a n d r i a
L a f a y e t t e
L a k e  C h a r l e s
S h r e v e p o r t
A u g u s t a /
V j t f r v l l l e
B a n g o r
B a r  H a r b o r

Mai ne  L e w i s t o n / A u b u r n
P r e s q u e  I s l e /
H o u l t o n  
R o c k l a n d  

M a r y l a n d  H a g e r s t o w n
S a l i s b u r y  

H a s s s c h u s e t l s  H y a n n f s
M a r t h a ' s  V i n e y a r d  
N a n t u c k e t  
New B e d f o r d  
W o r c e s t e r  

M i c h i g a n  A l p e n a
B a t t l e  C r e e k  
B e n t o n  H a r b o r /
S t ,  J o s e p h  
E s c a n a b a  
H o u g h t o n  
I r o n  M o u n t a i n /
M  n g s f o r d  
I r a n  w o o d /
A s h l a n d  
J a c k  s on  
Kalamazoo 
M a n i s t e e /
Henomi n e e  
M a r q u e t t e  
P e l l  i t o n
S a u l t e  S t .  M a r i e  
T r a v e r s e  c i t y  

M i n n e s o t a  B e m i d j i  
S r a i n e r d
Chi  s h o t ® / n i b b i n g
D u l u t h / S u p e r i o r
F a i r m o n t
I n t e r n a t i o n a l  F a l l s  
Man ka t o
T h i e f  R i v e r  F a l l s  
Winona 
Wo r t M n g t o n  

M i s s i s s i p p i  Col umb us  
G r e e n v i l  l e  
Gr ee nwoo d  
G u l f p o r t / B i l o x i  
L a u r e l /
H a t t i e s b u r g
M e r i d i a n



www.manaraa.com

State
M i s s i s s i p p i

M i s s o u r i

E a s t e r n  
Montana  and 
W e s t e r n  N o r t h  
Da kot a

Montana
N e b r a s k a

Nevada
New Ha mp s h i r e

Mew J e r s e y  

New Mexico

C i t y  S t a t e  Ci ty

N a t c h e z  New Me x i c o  F a n n i n g  t e n
T u p e l o  G a l l u p
U n i v e r s i t y /  Hobbs
O x f o r d  R o s w e l l
Ca pe  G i r a r d e a u /  S a n t a  F e
S f k e s t o r .  S i l v e r  C i t y  / H u r l e y /
C o l u m b i a /  Demlng
J e f f e r s o n  C i t y  Mew f o r k  B i n g h a m t o n /
K i r k s v i l l e  E n d l c o t t /
S p r i n g f i e l d  J o h n s o n  C i t y

£ l n l r j / C o r r l n g  
G l e n  F a l l s  
t t h a c a / C o r t l  a n d

G l a s g o w  J a m e s t o w n  *.
G l e n d i v e  C a t s k i  1 1 /
HavrE Bui  11 v a n  C o ,
L e w i s t o n  Has&ena
H i l c t  C i t y  O g d e n s b u r g e
S i d n e y  P l a t t s b u r g h
V l l l i s t e n ,  NO R o c k v i l l e  C e n t e r
Wo l f  P o i n t  S a r a n a c  L a k e /
We s t  Y e l l o w s t o n e  La ke  P l a c i d
A l l i a n c e  U t i c a / H o r a e
C h a d r o n  W a t e r t o w n
Co l u mb us  . W h i t e  P l a i n s
G r a n d  I s l a n d  N o r t h
H a s t i n g s  C a r o l i n a  A s h e v i l l e
K e a r n e y  F a y e t t e v i l l e
McCoot  H i c k o r y
H o r f o r k  J a c k s o n v i l l e /
N o r t h  P l a t t e  Camp Le J e u n s
S c o t t s b l u f f  K i n s t o n / G o l d s b o r o /
Sydne y  G r e e n v i l l e
E l k o  New B e r n /
E l y  H o r e h a a d  C i t y /
Ke e n e  B e a u f o r d
L e b a n o n /  Roc ky Ho un t /  W11 so n
W h i t e  R i v e r  J o t ,  W i l m i n g t o n
M a n c h e s t e r /  W i n s t o n - S a l e i r .
C o n c o r d  N o r t h  D a k o t a  D e v i l s  L a k e
A t l a n t i c  C i t y  J a m e s t o w n
Cape  May O h i o  M a n s f i e l d
T r e n t o n  Z a n e s v i l l e /
A l a m o g o r d o /  C a mb r i d g e
H o l l o ma n  A . F . B .  Yo un gs t own
C a r l s b a d  Okl aho ma E n i d
C l o v i s  L a w t D n / F o r t  S i l l
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O k l a ho ma

Oregon

Pennsylvania

P u e r t o  R i c o

S o u t h
C a r o l i n a

S o u t h  D a k o t a

T e n n e s s e e

T e x a s

He Al e s t e r  
P o n c a  C i t y  
S t i l l w a t e r  
A l b a n y / t c r v a l l I s  
A s t o r 1 a / £ e a $ 1 d e  
Be nd / Re d mo nd  
X I m a t h  F a l l s  
N o r t h  B e n d /
C o o s  Bay 
P e n d l e t o n  
S a l  em 
M e d f o r d  
A 1 t o o n a  
B t l l e f o n t e /
S t a t e  C o l l e g e
B r a d f o r d
C l e a r f i e l d /
P h i  l i p s  b u r g
O u B p i s
E r i e
H a z e l  t o n
J o h n s t o w n
L a n c a s t e r
D l l  C i t y /
F r a n k l i n
R e a d i n g
Vi ] H a m s  p o r t
A g u a d l l l a
H a y a g u e i
P o n c e

F l o r e n c e
M y r t l e  B e a c h
A b e r d e e n
B r o o k i n g s
H u r on
M i t c h e l l
W a t e r t o w n
Y a n k t o n
C l a r k s v i l l e
J a c k s o n
A b i l e n e
B e a u m o n t /
P o i n t  A r t h u r  
B r o w n s v i l l e  
Brownwood

H a r l i n g e n /
S a n  B e n i t o  
L a r e d o  
L o n g v i e w /
K i l g o r e /
G 1 a d e w a t e r  
M i s s i o n / H c A l l e n /  
E d i n b u r g  
P a r i s  
Ban A n g e l o  
Temple 
T y l e r  
V i c t o r i a  
Waco
u l c h t t a  F i l l s  
C e d a r  C i t y  
V e r n a l
K o n t e p e l 1e r / B a r r e  
f t u t l  a n d  
R oa n ok e
C h a r i  o t t e s v l l l e  
D a n v i l l e  
H o t  S p r i n g s  
L y n c h b u r g  
S t a u n t o n
N e w p o r t  M e ws / Ha mpt o n /  
H i l l  1a n s b u r g /
Y o r k t o w n

W a s h i n g t o n  E p h r a t a / H p s e s  L a k e  
P a s c c h / K e n w l c k /
R i c h l a n d  
P u l l n a n / M o s c o w  
V a l l a  V a l l a  
W e n a t c h e e  
Yakima

V e s t  V i r g i n i a  S e c k l e y
C l a r k s b u r g
E l k i n s
Lewi  S b u r g
Mo r ga nt own
B l u e f l e l d
P a r k e r s b u r g

W i s c o n s i n  A p p l e t o n
B e l o i t / J a n e s v i l l e  
E a u  C l a i r e
G r e e r  B y / c l l n t o n v i l l e

T e x a s

U t a h

V e r m o n t

V i r g i n i a
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State 
VI s c o r s l n

Wyoming

Ci ty

La C r o s s e  
Hanltowo:
QshVcsh
R h i n e l a n d e r / L a n d  U'  L a k e s  
W a u s a u / S t e v e n s  P o i n t  
J a c k s o n  
L a r a m i e
Loyell/Powell/Codiy 
R1 y t r t c n / L e n d e r  
Rock S p r i n g s  
S h e r i d a n  Norland
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APPENDIX C: CLASSIFICATIONS OF CERTIFICATED AIRLINES, 1902

Ma jor s .  Revenue* pf  
II .OOP,000,000*

1.  A m e r i c a n
2.  Branl f f*
3 .  C o n t i n e n t a l *
4 .  D e l t a
5 .  E a s t e r n
6 .  N o r t h w e s t
7 .  P a n  A m e r i c a n  
6. R e p u b l i c
9 .  T r a n s  Wo r l d
1 0 . U n i t e d
1 1 . U S A i r
1 2 . Western

N a t i o n a l * .  R e v e n u e s  o f
r S . M 0 .MD-l.QDD.DOP7OOO

! 3 . A 1 r  C a l I f o r n i a
1 4 . A i r  F l o r i d a *
1 5 . A i r l i f t  
IB,Alaska 
1 7 . Al o h a  
I B . C a p i t o l
1 9 , F l y i n g  T i g e r / M e t r o  I n t e r n a t i o n a l
2 0 , F r o n t i e r
2 1 , H a w a i i a n  
2 2 , 0 t a r k
2 3 , P a c i f i c  S o u t h w e s t
2 4 . P i e d m o n t  
2 5 . S o u t h w e s t
2 6 . T e x a s  I n t e r n a t i o n a l
2 7 , T r a n s a « r 1 c a  
2 0 ,  Wien
2 9 .  Wor ld

L e r q e  R e f l l o n a l s ,  R e v e n u e s  o f  
I I D. OQOTOOO- 74 . 9 9 0 ? ?

3 0 . A i r  M i d w e s t
3 1 . A i r  New E n g l a n d *
3 2 . A i r  W i s c o n s i n
3 3 . A l a s k a  I n t e r n a t i o n a l
3 4 .  A l t a i  r
3 5 . As pe n
36. Best
3 7 . B r i t t  
3 B , C a s c a d e
3 9 . E m p i r e
4 0 . E v e r g r e e n
4 1 . G o l d e n  G a t e
4 2 . Col  d e n  Wes t
4 3 . J e t  A m e r i c a n
4 4 . HIdway
4 5 . M i s s i s s i p p i  Y a l l e y
4 6 . H u t e
4 7 . New York A i r
4 8 .  N o r t h s  a Stern 
4 9 . O v e r s e a s
5 0 . P a c i f i c  E x p r e s s  
6 1 . P E O P L E x p r e s s
5 2 . R e e v e
5 3 . Ro ck y  M o u n t a i n
5 4 . R o s e n h e i m  
5 5 . S o u t h e r n  A i r  
5 6 . S w i f t  A i r e *
5 7 .  I a n t o p

* Out of  bus iness
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Medium R e g i o n a l * .  R e v e n u e s  o f  
*0.9.9957353 —

5 8 ,  A e r o  Hect i
6 9 . A e r o s t a r  
G O , A i r  N e v a da  
61. A i r  N o r t h  
6 Z . A 1 r  N o r t h / N e n a n i
5 3 . A m e r i c a n  E a g l e
6 4 . A m e r i c a n  I n t e r n a t i o n a l
6 5 . American Trans Air
6 6 . A p o l l o
6 7 . A r i s t a  
k B . A r r o w  
G J . B i g  Sky
7 0 . C h a l l e n g e
7 1 . C o c h f  s e*
7 2 . C o l g e n
7 3 . E l a n
7 4 . Global
7 5 . G r e e t  A m e r i c a n
76. Gulf
7 7 .  G u y - A m e r i c a n
7 8 .  I m p e r i a l
7 9 , 1 n t e r c o n t l  n e n t a l
e o . h o d l a l
B l . L . A . D ,
8 2 . H a c k e y *
B 3 , H i d > S o u t h  
8 4 , H i d  S t a t e  
B S . H u n z
8 6 , Mew A i r
8 7 ,  P e n i n s u l a  
8 6 . R i c h
8 9 . S e a  A1 m o t i v e  
9 0 . S ky  V e s t  
9 1 . S un  La n d
9 2 . T - B 1 r d
9 3 .Western futon
9 4 . W r i g h t

* Out o f  bus iness
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APPENDIX D: CLASSIFICATIONS OF CERTIFICATED AIRLINES, BEFORE 1981

Trunks

American
B r a n i f f
C o n t i n e n t a l
D e l t a
E a s t e r n
N a t i o n a l
N o r t h w e s t
P a n  Am
T r a n s  W o r l d
U n i t e d
W e s t e r n

R e g i o n a l s

A i r  Hi  d w e l t  
A i r  New E n g l a n d

O t h e r

W r i g h t
S o u t h w e s t
P a c i f i c  S o u t h w e s t
New Haven
Aspe n
A l t a l r
A i r  W i s c o n s i n  
A i r  C a l i f o r n i a

l o c a l  S e r v i c e

A l l e g h e n y  ( n o w  L S A l r )
F r o n t i e r
Hugh es
N o r t h  C e n t r a l  
O i a r k  
P i e d m o n t  
S o u t h e r n
T e x a s  I n t e r n a t i o n a l

A l a s k a

N l e n  A i r  A l a s k a  
R e e v e
Muni  N o r t h e r n
K o d i a k - H e  s t e r n  A l a s k a
A l a s k a

H a w a i i a n

Ha wa i ia n
Al o h a
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APPEMDII L: DEFINITIONS OF HI® CLASSIFICATIONS

Hub C l a s s i f i c a t i o n

Large
Medium
Small
Hor>-hub

t o f  T o ta l  Enplanenients

1,00 or pore 
0 . 2 5  t o  0 . 9 9  
0 . 0 5  t o  0,24 
l e s t  than 0.05
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