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ABSTRALCT

This dissertation deals with the changes which have
intervened since the inception of deregulation in the US and
Canadian airline industry, in the 'effort bargain’.

It deals first with the role of economic, institutional
and legislative conditions, in each country, on labour,
through a comparison of aggregate labour outcomes from 19460
to 1990. It subsequently assesses the impact of carriers’
strategies to lower costs through an analysis of the
collective agreements of pilots, flight attendants,
mechanics and agents. This part of the research covers two
airlines in each country.

Collected data indicate that deregulation decreased
average earnings in both countries but the decline was
greater in the US than in Canada. The US's greater decline
was found to be linked to the economic context and
competitive unionism, which had previously helped unions
increase earnings above competitive levels. In the period
of deregulation, this system caved in to pressures from the
carriers and labour market conditions.

In Canada, the combined outcome of government monetary
controls and labour negotiations, patterned after the
conditions negotiated by the state—-owned airline, kept
earnings at more competitive levels. During deregulation,
the decline was modest and approximately the same or
slightly larger than in other industries.

The comparative analysis across carriers and crafts
shows that competitive markets led to an elaborate pattern
of contract changes which undermined the previous bargaining
pattern as well as the system of labour relations. All
airlines sought to cut costs through moderation of wage
increases, two—tier wage structure, and work rule and fringe
benefit changes. These concessions varied across carriers,
work groups, labour market conditions, and the specificity
of these jobs. Mechanics, with clternative fields of
employment and with a centralized union structure, made the
least concessions.

Although there were wage variations in the two
countries, due to different pay scales, wages for senjior
workers have remained almost unchanged since deregulation.
The small increases were exchanged for substantially lower
wages for new employees and employment-productivity gains.
in 1990, top wages were 107 to 20% higher, but those at the
entry level were significantly lower in the US than in
Canada.

These findings suggest that while competitive markets
exert an important influence on labour relations, their
influence is best understood historicalliy and in the context
of each country’ specific circumstances.



Synthése

Ce travail cherche & définir 1'incidence de la déréglementation
sur la main d oeuvre syndiquée dans 1'industrie aerienne aux Etats Unis
~t au Canada.

La recherche tente d'abord d'eétablir si les conditions
économiques, instituticnelles et législatives de chague pays ont produit
des effets différents sur la main d'oeuvre, et ceci par le biais d'une
comparaison des résultats des négotiations intervenues entre 1960 et
1990,

Par la suite cette recherche vise a analyser les tratégies mises
en osuvre par les transporteurs en vue de réduire les colts génereaux,
Ce but fut atteint moyennant une analyse des conventions collectives des
pilots,; des mécaniciens, des agents de bord et du personnel d'éscale, et
ceci pour deux transporteurs dans chague pays.

Les données révélent que la déréglementation a porté 4 une baigse
des salaires moyens, mais cette baisse a éte plus prononcée aux Etats
Unis gqu'au Canada, Pour ceux qui en est des g£tats Unis, cette baisse
était relide au context économique et & la concurrence syndicale, gqui au
cours des années précédentes avait amené le cofit de la main d'oeuvre au
dessus de niveaux concurrentiels.

fAu Canada, les résultats combings des contrdles monétaires
gouvernementaux et des négotiations syndicales, fagonnés d'aprés la
compagnie étatique, avaient retenu les salaires a des niveaux plus
concurrentiels. &u cours de la déréglementation le fléchissement
s'avéra faible, voir egal ou légerment superieur a celui des autres
industries.

Une analyse comparative couvrant les deux transporteurs et les
différents groups de travail montre que le marcheé déréglementé a conduit
a des changements contractuels qui ont affaibli le modéle des
négotiations antérieures aussi bien que le systéme de relations de
travail. Tous les transporteurs ont essayé de réduire le colts
moyennant des augmentations salariales modestes, par une structure
salariale a doublz échelle et par des changements dans les normes
régissant le travail et les benéfices sociaux. bLes concessions
variaient d'un transporteur a 1‘autre et & travers les groups d'emplois,
aussi bien qu'a travers les conditions du marche du travail et la
spécificité de chaque emploi. Par contre les mécaniciens, qui jouissent
de possibilités d'emplois alternatif, tout en ayant une structure
syndicale centralisée, ont fait moins de concessions que tous les
autres.

Malgré la diversité des salaires dans les deux pays, reliee a des
échelles salariales différentes, les salaires des emploayés chevronnés
sont demeurés pratiquement les mémes depuis la déréglementation, les
petites augmentations étant compensées par des salaires considérablewment
plus bas pour les embauch#s plus récents et par des ajustements entre
emplois et productivité, En 1990 les salaires en haut de 1l'échelle
gtaient entre 104 et 20% plus élevés, mais les salaires des nouveaux
embauches étaient considérablement plus bas aux €tats Unis qu'au Canada.

Ces données suggérent que les marchés déréglementds exercent une
importante influence sur les relations de travail, mais cette influence
pourrait @tre mieux comprise par une analyse historique, dans le
contexte spécifique de chague pays.
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CHAPTER ONE

INTRODUCTION

1.1. Introduction.

Government economic requlation, which is a form of
state intervention into the working of markets and the
allocation of resources, has always been viewed as an
important and controversial matter. Since its introduction
intc‘various sectors of economic activity, economists and
other seocial scientists have questioned the role of the
state in the gconnmic realm and have raised a number of
important issues.

Most debates have centered on the choice and objectives
of regulatory policies and on the extent to which regqulation
influences the structure and the working of markets, the
power of unions and the distribution of benefits,

In politiceal sociology the debate has focused on
whether state intervention in-.-general intc a capitalist
economy serves the capitalist class. While liberal
pluralists view government policies as the result of complex
interactions between organized groups, government officials
and electoral pressures (Dahl 19613 Palsby 19463), elitist
(Miliband 1969; Clement 1975; Domhoff 19467) and structurally
criented neo-marxists (Offe 1974, 1975, 19763 Block 1977;
Poulantzas 1978) claim that the state is always hiased

toward actions which support the capitalist system.*



Sociological investigations, based on the elitist
thecretical assumption that the state does what a capitalist
elite tells it to do, have mostly dealt with the socio-
economic characteristics of people who control regulatory
policies (Domhoff 1967; Andrew and fPelletier 1978). Those
based on structural premises have investigated haw
regulatory policies develop over time in response to the
pressures generated by various socio-economic forces, and
vyet serve the long—-term needs of capital (Mahon 1976, 1977).
Spcio-political studies on the regulatory process itself and
how it redistributes resources have remained on the abstract
level, lacking good empirical evidence.

On the other hand, in economics, numerous tests have
been performed on technical issues such as rate setting,
cost determination, and standards of economic efficiency
(Caves 19623 Douglas & Miller 1974). Effort has also been
devoted to studying the ability of organized labour to
affect profits and compensation (Annable 1973, Hendricks
1975, 1977, 1980; Moore 19785 Kim 1984), but all of these
studies exclude the variety of work rules and fringe
bénefits which make up the ‘effort bargain’.

As a general rule, all theories of regulation and
regulatory politics do imply that state intervention in the
economic realm has economic and social eftfects, but these

effects are matters of controversy. Thus in this thesis an



attempt is made to understand what this particular form of
state interference into market forces does to organized

labour, through an empirical investigation of the airline

industry.

From the earliest beginning of civil aviation, national
governments have committed themselves to promote and
maintain a healthy transportation system. They have
praovided economic assistance and a mix of economic and
safety legislation which has affected the industry and the
system of labour relations (Kahn 1950; Corbett 1960;
Baitsell 1966). However, in the late 1970s, both the United
States and Canada have substantially liberalized the
industry from economic regulation and subjected it (in
saomewhat different ways in each country) to the play of
market forces.

The implementation of these reforms provides a natural
experiment that makes possible a study of the effects of
different regulatory and competitive regimes on the °power’
of organized labour or whether government intervention into
the affairs of the industry improved the wages and working
conditions of labour relative to what would have obtained
under market conditions.

In this thesis I take this opportunity to investigate
the effects of governmental economic controls and their

removal on the wages, fringe benefits and work rules of the



labour forces in the airline industries of the USA and
Canada. The results have general implications which bear on
(L) the plausibility of economic and political theories as
to the allocative effects of the role of the state in the
economic realm particularly with respect to the shares of
labour and capital; (2) the estimation of the union effect
on the remuneration and working conditions of the workforce
under different product market structures, or during the
period of government regulation as opposed to under a
competitive environment.

In the following pages, I examine the major theoretical
arguments and evidence bearing on the objectives, effects
and mechanisms through which regulation and its removal is
thought to influence labour bargaining outcomes.

Section 1.2 presents an overview and critical
assessment of the several theories of regulation, their key
assumptions concerning its origin and goals, and its
purported effects on capital, the users of regulated
services and labour. While the focus of this study does not
bear nor is intended to support the relative plausibility of
these theories, their importance rests in the critical
issues they raise that allow an understanding of the
complexity of this phenomenon, its evolution over time and
the various groups that may benefit from the regulatory
process.

Section 1.3 reviews the theories and evidence on the



main mechanisms through which unions and the structure of
markets influence bargaining outcomes.

The next sections examine the process of regulatory
reforms or °‘deregulation’ and labour relations. Section 1.4
reviews the arguments made by proponents of the deregulation
position and describes the enactment of the economic reforms
ié the two countries. Section 1.5 presents some evidence on
the impact of these reforms on labour outcomes in the early

years. Finally, section 1.4 introduces the research and

plan of the study.



1.2 THEORIES OF REGULATION

Since the introduction of direct economic regulation of
business by independent government commissions, social
scientists have put forward different theories of
regulation. Over time these models have undergone various
revisions that have questioned their theoretical wvalidity
and reshaped the terms and direction of the regulatory

debate. A review of these theories follows.

1.2.i. The ‘Public Interest’ tradition.

Historically, the rationale for the necessity of
government intervention into the private sector centered
around the notion of ’‘market failures’.

The most common reasons given for the necessity of
regulation at the turn of the century, with the emergence of
oligopolistic industries, was the need to protect consumers
from the anti-competitive profit-maximizing behaviour that
had been made possible by the concentration of economic
power; to prevent destructive competition among these firms
and to control for monopoly pricing when economies of scale
made 'Batural' monopoly necessary or possible.=®

Thus, at the heart of the need for regulation was the
belief that regulatibn serves the ‘public interest’ - that
it ensures that certain segments of the population receive
adequate and needed services - and/or it protects consumers

from exploitation by limiting the powers of firms entrusted



with public services (Stigler 1975; White 1981).

To serve the public interest, the regulatory agency is
empowered with various types of controls: it sets prices to
avoid excess profits and uses cross subsidization® to
redistribute income and provide adequate services; it limits
entry into the industry to protect firms from destructive
competition,

Although the reasons for regulation varied according to
th; industry involved, the notion of the ’'public interest’
continued to dominate the rhetoric of reformers until the
late 1950s.

A critical attack on the ambiguities and naivete
implied by this concept came first from critics who
questioned either the °‘independence’ of the commissions or
the purported public benefits. This attack produced two

different approaches, a radical ‘capture’ thesis and, later,

a more conservative set of economic theories of requlation,

1.2.i1 The ‘Capture’ Thesis.#

The ‘capture’ thesis (Huntington 1952;® Kolko 19463,
194653 Edelman 1964; Lowi 1946%9) in general asserts that
bureaucratic agencies are responsive to their clientele
group and therefore the beneficiaries of regulation are the
same firms that regulators supposedly regulate.

Kolko (1965) arques that early raiiway regulation in

the US was designed to serve the interests of the railroad



owners, These, unable to privately agree to fix prices,
successfully sought regulation to use the coercive power of
the state for their own benefit. He further contends that
regulation was created for and functions to support the
interests of private business.

This notion of mutual support between business anid
governmental bodies to maintain the status—-quo is alse
presented by Lowi (196%9)® while Edelman (1964) claims that
regulatory agencies are nothing other than symbeolic vestiges
to appease the public at large.

A similar notion appears in Bernstein’s ‘life-cycle’
theory (1955), but tﬁe focus is on the regulators rather
than the regulated. He produced a study of the independent
regulatory commissions in the US in which he suggested that
the commissions went through a series of stages —-gestation,
youth, maturity and finally debility and decline. 1In the
latter stage, the commissions zeal to protect the public
wears out and, as they become co—opted by the regulated,
they see their prime mission as the maintenance of the

‘status quo’'.”

1.2.iii. Economic Theories of Regulation.

One of the first economic theories of regulation was
develaoped by Stigler {1%71) and expanded by Posner (1974)
and Peltzman (19746). All of these theories make strong

assumptions of economic rationality and reduce the
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complexity of requlatory behaviour to the law of supply and
demand.

Stigler views regulation as a commodity traded between
interest groups, wishing to benefit from it, and
politicians, anxious to be re-elected. The price consists
of political votes, campaign contributions and the like.

The regulated industries, by their economic resources and
easy access to the political power, via party politics,
supﬁly votes'and resocurces along with extra political
payment, while the party uses the power of the state to
supply various benefits such as direct subsidy, control over
entry and price. Though voting does not exclude other
groups, uninterested parties are excluded by the high costs
of information and participation. Thus "regulation is
acquired by the industry and is designed and operated
primarily for its benefits" (1971:3).

Posner (1971, 1974) extending Stigler’'s model, stays
away from a simple producer-protection model, since single
regulatory commissions regulating separate competing
industries may have conflicting interests (i.e. the
Interstate Commerce Commission in the US and the Canadian
Transport Commission in Canada regulate competing modes of
transportation) and includes other groups than the regulated
industries as pgnefitting from regqulation, such as organized
labour and communities at large.®

In Posner’'s view "regulation is designed in significant
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part to confer benefits on politically effective customer
groups" (1974:350) and it is partly the result of coalitions
between the industry and cther groups who may benefit, all
at the expense of unorganized ones.

This theory, based on a pluralist view of the state,
gees the state as a vehicle of private group compromise, and
regulation as a kind of state sanctioned redistributive
politics. The industry may obtain high rents, labour higher
earnings, and some communities better services and prices
(hence his view of regulation as a form of taxation) than
they all would in an unregulated market - although the wider
economy is likely to be worse off as a result of the

requlatory commission’ awards -.

l1.2.iv. A Reappraisal of the Theories of Regulation.

Both theoretical models have been subjected to
criticism. Critics of the capture theory argue that this
view is unidimensional and fails to consider the diversity
of interest groups represented in the regulatory process
(Posner 1974; Peltzman 1976:217; Thomson and Jones 1982).‘
Though some studies of industries and their agencies have
failed to support the theory,® its most recent disavowal
rests in the deregulation of the airline and trucking
industries and the suppression of their agencies (Guandolo
19813 Derthick and Quirk 1985:92; Brown 1987).

Critics of the economic theories, as Posner himself
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noted, claim that almost any form of interest group could be
consistent with the empirical evidence. Wilson (1980)
argues that the 'model is self-evidently true: almest any
behaviour serves personal interests’. The main shortcomings
are that they provide no means of identifying which interest
group will prevail, nor it is clear how these groups affect
the vote of politicians who, in turn, influence the
behaviour of bureaucrats to implement policies favorable to
them.

Wilson, in a refaormulation of regulatory behaviour,
described as a 'political economy perspective', attempts to
reconcile the contradictions of the previous theories. He
claims that economic decisions are linked to politics, thus
explanation of institutional processes over time have to be
tied to the underlying political process and the forces of
change. 0On this basis, he constructs a typology of expected
regulatory origin and behavior, a form of economic group
interaction model, based on cost~benefit analysis. Thus,
majoritarian politics dominate policy formation when both
costs and benefits are dispersed (Social Security Act);
interest-groups, when both are highly concentrated among
competing groups and as each group works against the other’'s
interest, the regulatory agency acts as an arbiter {(labour
legislation); client politics, when bhenefits are
concentrated and costs diffused (CAB); entrepreneurial

politics, when the costs are concentrated and the benefits
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dispersed (Environmental Protection Agency). Each of these
types affects the behaviour of the regulatory agency.
However the conditions and the interests supporting
political-policies are also subject to the forces of change.
Over time ideas, socio—-political opportunities and
technological innovations may change the view of the
problems, the connected costs and benefits, and with it, the
validity of these policies. This process, in turn, will
also set in motion new socio-political forces which may

strive for change.

This review of theories questions the usefulness of a
.single hypothesis to explain the diverse effects of
regulation. It suggests that regulation is a multiform
phenomenon, it may evolve over time and benefit various
groups, as the costs and benefits change. Thus to
understand the regulatory process and who profits from it,
it is important to view it historically, to distinguish the
various groups and claims made which influenced its

introduction, development and subsequent changes.



13

1.3. REGULATION, MARKET STRUCTURE AND LABOUR EARNINGS.

The relationship between product market structure and
the union wage-effect — or the "wage gain’ made as a result
of uninﬁism relative to what would exist in its absence -
has been an important issue in labour economics.*® It is
hypothesized that the union wage effect is greater in firms
with considerable market power, due to {a) the firms®
"ability to pay" and pricing behaviour (Segal 1964), and (b)
the unions’ facility to organize and maintain their
organizational strength in this sector (Segal 1964; Freeman

and Medoff 1984:51).

1.3.i. Union ’‘power’ and Product Market(

Empirical evidence indicates that, in general, the
effects of unions on wages and benefits are higher when
unions organize a large proportion of workers in a
particular product market, (Freeman and Medoff 1981) and
when they bargaimn for the entire sector rather than
individual plants within a sector (Estey 1981; Freeman and
Medoff 1984).

Evidence on the influence of prnduci market monopoly
power, measured by the firms’ concentration ratio, is less
clear. Some studies find an influence (Dalton and Ford
1977, 1978), others do not (Weiss 19665 Haworth and
Rasmussen 1971; Block and Kuskin 1978; Freeman and Medott

1981). This is not surprising in view of the difficdlt?.in .
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the estimation of monopoly power and the increasing rate of
import competition in every major sector of the economy
(Scherer 1980; Shepherd 1982).

What seems more certain is that some government
economic policies, in particular regulation, which limit
competition in product markets and establish policies of
price support, in the long run may alter the structure of
the market and create a fertile ground for unions to grow
and extract higher compensation. In this case, the union
ability to organize the whole product market and the
industry s protected market position ahd pricing behaviocur,
may create a bilateral monopoly in which both the industry
and its workers benefit from it (Freeman and Medoff 1984}).
'Cnnsequently government requlation is part of a more general
process that may enhance the cartelization of the industry
and the ability of organized labour to affect profits and
wages.

Empirical studies of prices, profits and wages in
regulated industries have however revealed inconsistent

results,

1.3.ii. Prices and Profits.

Investigations into the effect of regulation of public
utilities on rates and profits, found that from 1997 to 1932
(Stigler and Friedland 1962), 1940s and 1950s (Jackson 1969

Moore 1970) regulation had a small or no significant impact
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on lowering consumers’ prices. In general it advantaged
industrial or commercial consumers. The extent to which
regulation affected profits was unclear. Studies on the
impact of CAB regulation of the airline industry (Jordan
19270) and ICC of railroads (McAvoy 1965; Kolko 1965) and
motor carriers (Hilton 1963; Sloss 19270} all found that
regulation had resulted in higher or ‘cartel-like’ prices
and long—-term price discrimination based on value-of-~
service.** But again clear evidence of its effects on
profits was lacking when cost "inefficiencies’ were ignored
(over—-expansion, service—quality rivalries).

Jordan (1972) argues that these disparities of findings
can be explained by the effects of regulation on the market
structure of these industries.

HMe claims that the public utilities are ’'natural
monopolies’ with substantial economies of scale and,
irrespective of regulation, extensive economic power, thus
regulation is ‘ineffective’ in increasing the market power
of these firms. In contrast, in firms with an oligopolistic
or a competitive market structure prior to regulation
(airlines and trucking industries), regulation, by helping
previously independent producers to form, maintain or
increase the effectiveness of a cartel (with regard to
price), and impede competition (through entry control) has
substantially affected the market structure and economic

power of these industries. Thus he claims that the effects
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of regulation in these later industries consistently support
the 'producer—protection’ hypothesis - that regulation
substantially benefits the producers -.

However Jordan, being concerned with whether regulation
protects the interests of consumers or of the regulated
firms, fails to include organized labour among the groups
who may possibly benefit from regulation. On the other
hand, studies of regulation of the American and Canadian
trucking industry (Moore 19783 Rose 1985, 1987; Hirsch 1988;
Kim 1984), found that regulation had consistently and
substantially raised freight rates, and that three quarters
or more of these higher rates took the form of income
transfers to labour and capital.

These industries differ as well in the structure of
price regulation. In naturally ‘monopolistic’ markets, rate
regulation is firm specific, regulators set rate levels as a
cost of service rate, taking inteo consideration capital
cost. A ceiling or ‘maximum’ price limitation is also
adopted. In ‘oligopolistic’ markets,.irate regulation is
industry specific, Rates are based on a ratic of average
operating costs to revenues (which include labour costs),
and reguiatory agencies set a floor or 'minimum price’.,
Usually this has been used to prevent rate cutting wars
among firms with different cost levels and to protect
earnings. Since minimum rates could result in price

increases, thus attracting new entrants, it also required
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control over entry even if rates could be no higher than
Justified by long-run costs in the industry (Wilcox and
Shepherd, 1975:484-494).

These differences in price setting methods may also
have further implications for the ways in which labour might

benefit from requlation.

1.3.iii) Regulation, Labour compensation and wages.

The evidence on the impact of regulation on the
compensation package is, as with the findings on prices and
profits, mixed.

Hendricks (1975, 1977} reports that in the early 1970s,
in industries commonly defined as ‘natural monopolies’,
namely public utilities, only low profit firms paid higher
wages while those with moderate to high profits were most
resistant to wage demands. Hendricks explains these results
by the ability of these firms to recuperate losses through a
commission’'s price revision, thus making them less resistant
to union wage demands than moderate to high profit fifms who
were able to maximize profits. Furthermore, a comparison of
wages in several occupations in industries with ‘maximum’
and ‘minimum’ price regulation, with those in the
unregulated manufacturing sector -holding product and labour
market constants — showed that the regulation ‘high wage
hypothesis’ appears to be supported only for those

industries applying minimum price regulation and entry
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restrictions, such as trucking and the airlines. A positive
significant coefficient occurred only for over—the-road
truck drivers and airline mechanics.

In a later study, Hendricks (1980) compared wages and
fringe benefits in the CAB-regqulated sector of the US air
transportation industry with those in the manufacturing and
the non-CAB regulated sectors.

The first comparison revealed no significant
occupational differences in wages between the two sectors
when controlling for concentration and unionization, but
fringe benefits and work rules were superior in the
regulated sector. Thus the higher wages in the air industry
in the early 1970s appear to be due to the ocrganizational
strength of its workforce rather than the regulatory process
per se. The comparison with the non-CAB sector produced
more mixed results. Only ground personnel seemed to have
higher wages and better contract terms than those in the
non-CAB regulated sector.,

Hendricks' results are not wholly substantiated by Long
and Link (1983) and Ehrenberg (197%}.

Long and Link, using Hendricks classification of
regulated industries found that, in 1966, industfies with
‘maximum price’ regulation, such as the utilities, paid
lower wages, whereas in industries with ‘minimum
price’'regulation and entry restriction, such as airline and

trucking, wages were higher than those in the manufacturing



19

sector, controlling for concentration and unionization.

This suggests that the union bargaining power in this sector
was increased by regulation. They alsc found that fringe
benefits were higher in high-concentrated and unionized
firms but the effect of regulation was marginal.

Ehrenberg (197%) found that, in the New York Telephone
Company, wages were lower or similar to comparable nonunion
workers in the same labour market throughout the 19&0s.
However in the 1970s, they were above the levels that would
have existed in the absence of unions. He attributed these
findings to the increasing bargaining power of the union
(this moved from segmented local negotiation to pattern
bargaining and, in 1974, to national bargaining) whith, by
imposing mationwide agreements, lowered the profitability of
the company. As this triggered a price review by its
regulatory commission, it decreased the company’'s incentive
to resist union demands. However, it is important to note
that, by comparing union wages with those of nonunion
workers, Ehrenberg does not provide an answer én the issue
of the impact of regulation on union bargaining power.

Findings from the American trucking industry (Annable
1973; Moore 19783 Freeman and Medoff 1984) unequivocaly show
that during the period of intense ICC regulation and after
the International Brotherhood of Teamsters (IBT) negotiated
nationwide agreements, wages increased over and above those

paid in the unregulated transportation sector. These higher
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rates took the form of income transfers to capital and
labour and they were virtually entirely due to the wages of

drivers and helpers, the core of the Teamsters Union.

1.3.iv. Summary Remarks.

Insights from the literature on regulation, suggest
that government intervention into regulation of economic
activity can take many forms and these can influence the
behaviour of firms and other groups differently.

Studies on the economic performance of regulated firms
point out that regulation of ‘natural monopoly’ (public
utilities) bas not had any significant impact on the
behaviour of these firms with regard to prices and profits.
On the other hand, cross sectional evidence of regulated
ocligopolistic industries indicates that while these firms
consistently charged higher prices, the evidence whether
regulation raised these industries’ rents is rather
inconclusive. Jordan explains these results in terms of
regulatory inefficiencies which, by preventing price
competition, led to a greater misuse of resources than would
have been aobtained in an unregulated market.

These studies however have only limited utility for the
present research. By including only consumers and firms
they neglect other possible effects of regulatory practices,
such as the impa&t of subsidization or ‘“taxation by

regulation’ (Posner 1971) on the firms’ performance, and



21
they assume that none of the benefits from regulation can be

passed on to factors of production.

Studies on the impact of regulation on labour's
compensation package produce inconsistent findings.

Studies comparing the effects of different requlatory
regimes, °‘natural monopolies’ and oligopolistic industries,
on wages, indicate that the ret ltation—high wage hypothesis
is most likely to be supported only in those regulated
oligopolistic industries, with ‘minimum price’ regulation
and entry restriction, such as airlines and trucking. In

+

‘natural monopolies’ only ‘low profit® firms paid higher
wages (Hendricks 1975, 19773 Long and Link 1983).

Studies comparing requlated oligopolistic industries
with the unregulated manufacturing sector reveal mixed
results. In such a comparison Hendricks {1980) found that
there was no significant effect of regulation on wages, when
contraolling for unionization and concentration. Fringe
benefits and work rules were, however, superior, yet Long
and Link (1983) found just the opposite.

Research comparing single industries with similar
unregulated sectors, Annable (1973) and Moore (1978) of the
trucking industry and Ehrenberg (197%9) of the New York
Telephaone Company, suggest that the regulation-high wage

hypothesis is closely related to the bargaining power of

unions and the pricing behaviocur of the regulatory
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cammission.

They claim that when high union wages erode the
profitability of these firms, they also set in motion a
commission’s price review which, by allowing labour costs to
be absorbed into higher rates, makes these industries less

resistant to wage demands.

Thus it appears that, as Hendricks makes clear, the
regulation of ‘natural monopoly’ may function as a
countervailing force to protect consumers against monopoly
pricing while inhibiting labour from appropriating these
firms’ rents. On the other hand, regulation that restricts
entry and establishes cartel-like protection of an industry,
in the long run, may alter the operation of the market,
increase the bargaining power of unions and, as higher wages
are passed on into higher prices, it may either make it more
profitable for firms to pay higher wages or, at worst, make

it less unpraofitable to do so.

These studies also have methodological problems which
make comparisons difficult: most of them focus on only one
part of the ‘effort bargain’, usually wages; very few
include other effects such as different institutional
caonditions, work rules and nonpecuniary benefits.
Furthermore, they are all cross-sectional. Thus they omit

the impact of important independent factors aver time, such
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as the variations in the regulatory commissions' price
behaviour according to the economic performance of the
industry. Moreover, these studies might have been more
convincing if they had compared the same industry under
conditions of-regulation and deregulation instead of
guessing what the structure of the industry might have been
in its absence

The process of deregulation in the airline industry in
the USA and in Canada which has occurred in the past years,
provides an opportunity to study what happens to the ‘effort
bargain‘’, which includes more than wages, when regulation is
removed or modified. It also seems to be a particularly
useful subject to study because it has taken place in
countries with different industrial relations systems and in
an industry with a wide array of cccupations with different

levels of skill and wages.
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1.4 THE PROCESS OF DEREGULATION AND LABOUR RELATIONS.

While an analysis of requlatory reforms is postponed to
a later chapter, this section briefly reviews the economic
principles behind the regulation and deregulation movements
in the airline industry.

As previously explained, regulation was applied to the
air industry following the belief that it was in many
respects a public utility. As such, a fa?rly extensive
economic requlation of routes, fares, inter-carrier
agreements, mergers and acquisitions, with limited
immunities from the antitrust laws, was applied to ensure
that all segments of the public would be adequately served.
The regulatory agency was entrusted with the task of
fostering sound economic conditions and stability of service
and at the same time promoting competition to the extent
made possible by the above conditions.

In the 19&0s and early 1970s, economists published an
array of studies critical of economic regulation.*=
Principal among their criticisms was that pricing-and entry
restrictions gave cecnsumers excessive service and
insufficient price competition, inflated costs and denied
the imdustry adequate profits. They further claimed that
airlines are in npo manner public utilities, but are like
other businesses. Comparable firms that provide important
public services and are nat gavérnmentally caontrelled,

charge lower prices for their products than those charged by
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regulated firms. Thus subjecting the industry to the
interplay of free market forces would lead to an optimum
utilization of resources since the marketplace would
determine the price, quality, variety and quantity of
service.

The movement in favor of a reduced government
intervention in the airline industry gained support first in
North America and later on in most European countries. A

review of these major changes in the USA and Canada folilows

below.

1.4.i. The economic reforms in the USA.

In the United States, Congressional consideration of
deregulation legislation started in October 1975 when the
CAB began relaxing control on entry and fares. When the
Airline Derequlation Act of 1978 (ADA) was enacted, the CAB
moved rapidly to implement it. The Act provided for a three
vear transition period (1978-1981) during which all
carriers; i) could select one new route annually without CAB
approval; ii) could designhate one of their certified routes
as immune to new competition during each of these calendar
vyearss; iii) could secure ‘dormant’ route authority of other
airlines; iv) were given discretion to exit unprofitable
markets and to shift resources from less profitable to more
profitable markets; v) were permitted to lower fares 50%Z or

raise them 5%, in non-monopoly markets, above the °‘Standard
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Industry Fare Level® (defined as the fares in effect on
July 1977,SIFL) adjusted on the basis of industry cost
changes between that date and July 1, 1979 when the
legislative provisions tocok effect. Afterward, the CAB was
abligated to raise or lower the SIFL semi-annually for
changes in reported airline costs, without any adjustment to
those costs.

In addition a subsidiary program for service to small
towns (Small Community Program) to be maintained for a ten
year period, with local subsidies to be phased out within
six years, and a labour protection program (EPP) providing
federal payments and hiring rights to dislocated employees
when deregulation was the major cause of a carrier’'s
contraction, were alsp included.2*® The Board authority
aver routes ended in December 31, 1981, and the ‘public
convenience and necessity’ requirement for entry was
replaced with the *fit, willing and able’ criterion.
Authority over fares ended on January 1, 1983. The Board
ceased operations entirely on January 1, 1985, and authority
over domestic mergers, intercarrier agreements, interlocking
directerates as well as international negotiation and small
community air service was shifted to the Department of
Transport. {Kahn 1980; Moore 19843 Mevyer and Oster 1981;

Bailey, Graham and Kaplan 198%5)
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1.4.ii. The enactment of regulatory reforms in Canada.

In Canada commercial air transport policy evolved
through three phases. From 19346 to about 19460, the Canadian
government was exclusively concerned with developing a
commercially viable air transportation system. To this end,
Air Canada, as the Crown Corporation, was given a protected
monopoly. During the 19460s and early 1970s, Canadian
Pacific Airline (CPA) was allowed limited competition with
Air Canada on high density markets and a regional carrier
policy became effective. Since the 1970s some restrictions
have been relaxed: charter class fares were allowed on
regular flights, CPA was given more freedom to compete with
Air Canada and, in 1977, the new ‘Air Canada Act’' placed Air
Canada on an equal footing with other carriers, being
.directed to be market and profit oriented. 1In 1979,
capacity restrictions on CPA's competition with Air Canada
were removed, and both airlines were able to compete freely.
In March, 1984, the Government introduced the ‘'New Canadian
Air Policy’'. 1t abolished the distinct roles of national,
regional and local carriers; it gave airlines ‘substantial
liberalization’ to lower fares, unlimited entry into round
trip charter markets and favored competition. In July 19895,
a policy proposal ‘Freedom to move: a Framework for
Transportation Reform’ formulated further changes and
amendments of the National Transportation Act (NTA). It

proposed: i) complete freedom to all carriers to enter any
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- domestic routes and to exit at will, subject only to

minimal advance notice on some routes; ii) complete price
deregulation, except in the case of appeal (to increase or
‘overturn’ increases) by any interested parties concerning
‘unreasonable’ increases in the ‘basic fare’ (defined as the
lowest one~way fare without restriction, or the highest fare
where this is dependent upon time of the day, day of week or
both restrictions) in monopoly routes; iii) to abolish the
Canadian Transport Commission (CTC) and to replace it with a
smaller agency to perform the tasks deemed necessary.

The proposal still retained some economic controls over
services in the Northern regions and it made entry into the
domestic industry and proposed acquisitions subject to
strict qualifications.** The deregulation bill (C-126)
was passed into law as the National Transportation Act of
1987 and enacted in January 1988. At the same time, the
government passed legislation to privatize the Crown
Corporation, Air Canada.

Thus, unlike the United States, deregulation in Canada
has come gradually and the carriers adjustments to the new
market structure (new routes authority, acquisition and
mergers) have tended to precede as well as to follow
liberalization (Gillen, Dum, Tretheway 1985; Barone et al.

19843 Gillen, Stanbury and Tretheway 1987; Stevenson 1987).
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1.5. Deregulation and Labour Relations: Issues and Evidence

Evidence on the impact of deregulation on labour
relations comes mostly from the United States, where
deregulation started in 1978.

A review of studies in the airline (Hendricks 19803
Kahn 19803 Northrup 1983) and trucking (Rose 1985, 1987;
Hirsch 1988) industries suggests that changes in labour
relations did not take place before 1981. In the airlines,
that vear coincided with the air-traffic controllers strike
amd limitation on traffic in major airports but also with a
major recession (1981-1983) and a rise in import penetration
which affected the whole US economy and the labour force.
The same year witnessed front—-page news stories citing wage
cuts, givebacks and concession bargaining that clearly
departed from the pattern so far established in unionized
settings {(Business Week, May 11th, 1981).

These same events raised questions among labour
relations scholars. The issue was whether the changes were
part of a temporary adjustment (Freéman and Medoff 1984) or
a more fundamental transformation of the industrial
relations system (Cappelli 1983; Kochan, McKersie, Cappelli
1984; Kochan, Kutz, McKersie 198&).

The first group claims that concessions, while unusual,
are not unprecedent and are é trade-off to save senior
members jobs in the face of adverse labor and product market

conditions.*® They were given only in certain industries
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(meat—-packing, newspapers, tires, steel, motor vehicles, air
transport and t?ucking) where union wage differentials had
increased faster thanm normal union-wage premiums.

Proponents of the 'transformation’ of labour relations
took two divergent paths. 0One group argued for a "new era’
of collective bargaining, in which outcomes would be less
affected by institutional forces (bargaining structure and
pattern bargaining) and more related to firm-specific
economic conditions (Freedman & Fulmer 1982). The others,
in addition to the above components, include the role of
‘strategic choices’ available to management, unions and
government as 'an important additional and intervening
variable’** (Kochan, McKersie and Cappelli 1984:35). They
claim that the product market competition and economic
pressures of the 1980s, forced management to divise market
strategies whose success was contingent on their ability to
lower labour costs and to change work practices. Thus
managerial strategies now exert a more direct influence on
bargaining goals than they once had. This explains the
diversity in bargaining outcomes across otherwise similar
situations.

Te prove this point, Cappelli (1983) focused on
concession bargaining. He found that the economic
instability of the 1980s changed management and unions’
goals. Firms needing flexibility and competitive prices

sought wages and contract rules °‘rollbacks’. Unions, faced
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with an elastic labour demand and non—-union competition,
traded concessions for employment security and ‘quid pro
quos’'. Concessions varied among firms and industries. This
resulted in an erosion of industry or company wide

7 agreements and bargaining tailored to the employment
prospects in each case.

In later studies of the airline industry (19833 1987),
he contends that the adverse effects of derequlation on
unions’ wage and working conditions may have more to do with
the fragmented and decentralized structure of bargaining
prior to derequlation than to low-wage nonunionized
caompetition. Nonunion firms cover only 74 of the total
transportation market.

During regulation the structure of pattern bargaining
benefited unions greatly. Under this system, regulation
took wages out of competition singe high costs uniformly
could be passed on into higher fares without increasing the
number of competitors. Under deregulation, this structure
became dysfunctional since it prevented unions from taking
wages out of competition through collective barqaining and
enforcing uniform conditions through the establishment of
industry-wide contracts. Consequently, collective
bargaining became sensitive to the forces of competition and
the firms’ strategies.

Concessions varied among carriers, occupations and

unions. ‘Strong’ and ‘near-bankruptecy’ trunks received more
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labour cost concessions (the first exchanged work rule
revisions for job security and employment growth; the cothers
traded off wage concessions for equity provisions, e.g.
membership on the board of directors and Employee Stock
Qwnership Plans) than ‘vulnerable’ carriers (those with
potential job losses in the long run and that could not
offer job security). Those without severe financial
difficulties did not experience changes in labour relations.

Among labour categories, concessions were higher in
industry specific occupations and in decentralized unions.
Pilots made most of the concessions followed by flight
attendants and mechanics. Two-tier wage scales, which began
in 1984, varied among airlines and occupations, as carriers
with no expansion plans benefited only as far as they
experienced labour turnover. The large number of
concessions made by pilots is probably related to their
greater losses from layoffs. Though they are the highest
paid group irn the industry, their skills are not easily
transferable outside it, their licence is tied to flying
time, advancement in their carreer is closely related to the
seniority they accrue in the carrier for which they werk,
and their union (ALPA), while facing almost no competition,
is highly de;entralized. |

Fligbt attendants are represented by eleven different
unions. This intense inter-union competition may make it

difficult to extract concessions from this group.
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The mechanics union, on the other hand, covers mast of
the industry (1AM represents 63%Z of airline mechanics and
represents mechanics in related industries) and is highly
centralized (the central can nullify local agreements).
Mechanics skills are basically transferable to other related
industries at roughly comparable wages. From an employer’'s
side, concessions from this group aire also less significant
since major airlines contract maintenance work for smaller
nonunion carriers at union rates.

Curtin (1988) and Cassell and Spencer (1986, 1987),
studying recent trends in the air industry, argue that major
changes in the industry structure and in labour relations
indicate a shift toward stabilization of the status quo,
after a period of transition, rather than a transformation
as previously predicted.

Curtin claims that amendments to the Bankruptcy
Code,*” a shortage of pilotse (due to route expansion and a
reductioﬁ in military training) and ALPA’s new centralized
structure and tougher policy concerning concessions,*®™ has
decreased the carriers’ ability to seek unilateral changes
or to exact concessions, at least from ALPA.

Curtin, Cassell and Spencer also report that new
developments in the industry have slowed the downward spiratl
of concession bargaining. A tight labour market for pilots
has created a market equilibrium between organized and

unorganized carriers. Control of product markets through
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the computer reservation system, ‘hubs’, monopolization of
gates at major airports, and feeder line alliances seem to
have ended the number of new entrants while mergers and
acquisitions have increased the industry’s concentration
level. Although these transactions create new problems
concerning the restructuring of jobs, the merging of
seniority systems and job security, leaving the parties
alone to solve them through collective bargaining or
litigation, this concentration is likely to benefit unions
and, consequently, a re-emergence of pattern bargaining if
tha economy remains stable. Furthermore, Cassell and
Spencer tlaim that recently there appears to be a narrowing

of wage dispersion in the industry.

Evidence on aggregate wages and employment gives a
different and more complex picture.

Card (1986), analyzing annual data on employment, wages
and output of airline mechanics for the period 1966-19835 in
the trumk carriers, shows that the pre-deregulation wage
uniformity across these firms persisted until 1983 (except
for some wage cuts given to financially stricken airlines);
employment dropped as a result of both productivity growth,
changes in output and a shift of five to seven thousand jobs
from the trunks to the other carriers in the industry.

Moore (1986) and Andriulaitis et al. (1986), using

aggregate data, suggest that wages during the period 197&6-
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1982 increased while employment began to decrease after
1980. Andriulaitis et al., takinmp into consideration the
entire industry and airline subgroups (major, national,
former interstate, new entrant and commuter or regional
carriers) in the USA, show that during 1980-1985 there was
an employment loss in the major carriers but an increase in
the other groups and a higher use of part-time labour (this
varied from 24 to ?4 in major carriers and 1374 in new
entrants). Average compensation for most labour categories
increased steadily from 1978 to 1983 and stagnated
afterwards. Yet when productivity bonuses, lump-sum
payments, profit sharing and increased hours of work are
included, annual earnings kept pace with inflation,
exceeding that of the transport~-utilities sector as a whole
and nearly matching that of the business sector. The
introduction of the ‘two~tier’ wage scale in 1983 has widen
the gap between top and entrant wages, haowever as the
seniority of new employees increases, they can expect a
rapid increase in earnings.

Recent studies {(Card 1989; Brown Johnson 19%1)
conducted at the level of the industry, firm and craft found
that employment in the air industry and in major
occupational groups {pilots, flight attendants and
mechanics) increased considerably during 1978-1987; average
earnings declined only modestly (the level aof averaye wages

during 1984-1987 was 10% below those earned during 1977~
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1980) while inter-firm wage dispersion increased.

Evidence from individual crafts at eleven major
carriers suggests that during 1980-1987 hourly rates for B-
727 captains with 10-years seniority declined by roughly
12%; monthly earnings of flight attendants with 5~years
experience decreased by 7%; while those of mechanics
remained almost unchanged. Furthermore, a comparison which
encompasses the pre and post-deregulation period of the
average wages of airline workers as a whole with those of
two comparison groups reveals that from 1978 to 1987
relative earnings in the airline industry did not decline at
all compared with the earnings of nonsupervisory production
personnel but declined by &% compared to full-time, full-

year male workers.:®

A comparison of the Canadian and USA airline industry
shows that Canada’s total airline employment dropped during
the 1979-1982 recession but, unlike the USA, in 1985 it had
not fully recovered. However, average rcompensation in
Canada increased faster than inflation.

Jordan (1987) also found that while dﬁring.deregulation
the number of strikes and lock-outs decreased both in Canada
and in the US, their duration increased, with most carriers

operating with strike-replacements,

The above studies sugygest that popular accounts of the
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. effects of deregulation have tended to exagerate.

Specifically:

i.

The timing of changes in the compensation package with
respect to the incidence of deregulation poses some
problems for a causal interpretation. Though
deregulation in the USA was implemented in 1978 and a
wave of ‘new entrants’ appeared around the same time,
wages and benefits concessions lagged deregulation by
four years. This decrease in compensation appears to
correspond to a general decrease in the US economy as a
whole. Moreover, a drop in employment during the period
1979-1982 corresponds to a similar decline in the
Camadian airline industry although the economic reforms

were not implemented until 1984.

ii. Within the airline industry the non-union sector's

effect on wages is limited by its small size.

iii.The long-term effects of deregulation on average wages

for selected occupations seem to have been small. Only
some occupations appear to have been affected while
mechanics seem to have been mostly immune.

There are however several praoblems with these studies;

specifically, there is a failure to take into account all

the dimensions of compensation and the effort bargainj; and

some use highly aggregate data. Thus, research that

includes the total compensation patkage and work rules ought

to provide a valuable contribution to this literature.
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1.64. THE RESEARCH AND PLAN OF WORK

The aim of this thesis is to assess and compare the
changes in the effort bargain in the airline industry
following reforms in the regulatory environment in the USA
and Canada.

To test the impact of different market environments on
the effort bargain a comparative approach seems the most
appropriate. 1 have chosen for analysis these two countries
because they underwent major regulatory changes, at
different times, and they have different labour relations
systems.

While comparative research has the advantage of
broadening the scope of analysis and increasing
generalizability of findings, it also has several problems.
They include the extent of the comparability of the contexts
under study, the difficulty of controlling for country-
specific effects, including the importance of customs and
practices in work settings, and differences in data
collection. However the airline industry seems well suited
for international compariscn. The nature of its production
process is much more similar across countries than it is in
many other industries. All major carriers use the same
types of aircraft and, although they are made by different
manufactures, the technology is in fact very similar.
dberatinns, maintenance and some labour qualifications and

work rules of key groups (pilots, flight attendants and
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maintenance workers) are governed by strict international
standards. In addition, most international data are
compiled by the International Civil Aviation Organization
{ICAD) which has a standardizing effect on data collection
and presentation.

Comparing the airline industry in two different
settings is particularly instructive for several reasons.

Most research in the industry has tended to remain
within national territories thus making it difficult to make
broader generalizationé that go beyond the country affected.
These studies have also emphasized a single craft {(Baitsell
19663 Khan 19803 Card 1986é) ignoring the variety of labour
groups, ranging from highly skilled professionals, to semi-
skilled white collar workers and manual workers, that
represent the totality of the labour force in the industry.
Moreover, they focus only on one siue of the effort bargain,
mostly wages, and they offer a limited picture of the
effects of regulation or deregulation, either comparing
regulated and unregulated industry over a specific time
period, or restricting the study to only one phase of the
process, thus leaving out important processes that may
affect labour relations over time.

The shortcomings of the above studies make it clear
that this area of research could benefit from an analysis
that incorporates a historical perspective. This study,

which focuses on the period 1960-1990, does incorporate a



40
deregulation from trends in the business cycle and control
for a whole plethora of variables. This study, which
focuses on the period 19240-1990, incorporates a historical
perspective, it includes all the major labour categories in
the industry and, in analyzing changes in the relative
advantage af airline industry labour, it focuses on the
total ‘effort bargain’. Moreover, by comparing industrial
relations in two different settings,there is the possibility
that it may uncover whether different systems of labour
relations further affect bargaining outcomes over time.Thus,
this study could be a valuable addition to the literature.

The thesis is organized as follows. Chapter two (2)
describes the process of regulation and labour relations in
the two countries, as well as the issues and the
controversies entailed by the deregulation process. Chapter
three (3) explains the mixture of quantitative and
qualitative methods used in the research, and states the
hypotheses to test. Chapters four (4) and five (5) present
an analysis of outcome variables at the aggregate level in
the USA and Canada. Chapters six (46) examines the changes
in the effort bargain accompanying deregulation in two major
carriers in 2ach country for selected occupational groups.
Chapter seven (7) compares labour outceomes, at the aggregate
and disaggregated level, in the two countries. Chapter eight
(8) concludes the thesis with a reconsideration of the main

theoretical issues under analysis.
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NOTE TO CHAPTER 1

1. These two neo-marxist models are based on different
theoretical assumptions. The elitist or ‘ruling class’
thesis claims that domination is exercized through the unity
of economic and state elite. The mechanisms of influence is
through personnel characteristics, - industry and regulatory
officials are drawn from the same social eclass and are part
of the same network associations- business resources, -
campaign contributions to favorable conservative parties-—
candidates- their effective control of mass media, and the
state dependency an the process of accumulation. These
factors lead to policies biased toward business.

‘Structurally’ oriented theorists reject the ‘ruling
class’ thesis. They claim that the demands and
contradictions created by the emergence of monopoly
capitalism place the state in the role of arbiter among
unequal socio-economic forces. To carry out its mandate the
state must exercise some degree of autonomy from any
specific interests. In fact, the theory argues, it is only
because the state is autonomous yet structurally dependent
on capital accumulation that it can best serve the long term
interest of capital. On the one hand it has to safeguard
industries from the distabilization effects of market
forces, on the other, to serve the interest of capital, it
has to act against specific interests, by socializing more
social costs and setting up institutions of social controls.
Thus state 'apparatuses’, such as regulatary agencies, arise
from contradicting systemic demands to safeguard capital
accumulation and to secure political legitimization.

For a critical anmalysis of state theories see Van Den
Berg, 1988.

2. Historically, public interest theory went through two
main phases. In the early phase, late 19th century when
corpeorate productive power began to displace small
producers, farmers (the Granger movement), believing that
carriers and middlemen robbed them through discriminatory
rates, induced state legislation to regulate railroads,
warehouses and grain elevators. Thus in this period
regulation was sought to protect individual producers
against monopolistic abuses. In the second phase, or the
Progressive era, which coincides with the institution of
giant corporations, requlation was sought to correct
inequitable market practices, protect consumers and serve
the general welfare through rate and profit controls.
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3. Subsidization represents a form of income redistribution
since in order to ensure that certain consumer groups and
segments of the population receive services that would
otherwise not be provided by the market, it entails that
consumers in the profitable markets must pay more for their
services to cover the higher costs of smaller markets.

4. In this account, radical criticism of regqulatory
agencies are grouped into a single category, however there
are different versions of them concerning the way through
which influence is exercised. Some theorists focus on
‘instrumental’ factors claiming that agencies fail to serve
the public interest because of a ‘reveclving door’ between
industry and high level bureaucrats. 0Others emphasize
structural arguments or the appointments af pro-business
requlators to reward important regulated industries for
their political support.

The capture thesis is the most influencial model and
takes elements from both of the above explanations. While
they all claim that regulated parties influence agencies and
commissioners, the capture theory asserts that agencies are
taken over or ‘captured’ by regulated industries and that a
captured agency systematically favors the private interests
and systematically ignores the public interest.

Kolko's thesis adresses a similar theme as ‘capture’
theorists, however his view is categorized under the term of
‘conspiracy’ theory. While capture theories imply a public
origin of regulatery agencies, conspiracy theories argue
that agencies were set up to serve the industries they
regulated.

5. Huntington’'s study of the ICC describes the
transformation of this agency over time. He claims that,
the ICC, originally created by the farmers and shippers, was
responsive to that constituency until World War I.
Afterwards, as the power of these groups declined, the
agency was forced to adapt to the new political environment
and it became more responsive to the railroad industry.

6. Lowi’'s version of capture is based on the agencies’
abstract and often conflicting goals to regulate in the
public interest and on their discretionary power. This
creates a source of power for interest groups to seize and
manipulate. Thus as reqgulatory agencies confer benefits to
interest group politics, they constitute centers of private
power within the state.

7. Jaffe (1954) put forward a similar thesis based on the
agency’'s age. He terms it ‘arteriosclerosis process’,
however he never subscribed to the capture thesis.
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8. Though Posner maintains that regulation could be mostly
effective among numerous and less concentrated firms (these
lack good substitutes, their number should maximize votes
and their size exempt them from the free-rider problem} he
recognizes that concentration may itself be the result of
regulation or that monopolistic firms may gain from
legislation which increases product demand.

?. Criticism of Kolko thesis is found in M.Keller "“The
Pluralist State: American Economic Requlation in Comparative
Perspective, 1900-1930" in Regulation in Perspective, T.K.
McCraw (ed.), 56-94; R.W. Harbeson, "Railroads and
Regulation 1877-1916: Conspiracy or Public Interest?".

10. For a review of the union effects on relative wages see
Hirsch B. and Addison J. 1986:116-1543 Freeman R. and Medoff
d. 1984:43-560.

11. Under this term, economists include various demand
factors. Carriers price services high when there are no
effective surface alternatives which save time-sensitive
passengers (business travelers) several days’' time. Thus
the absence of reasonable substitutes and the price
elasticity for ‘on—-demand’ air travel cause the carriers to
price the service high, perbaps above the cost of performing
it (0O'Connor 1989:99).

12. Some early critics of airline requlation are:t R. Caves,
Air Transport and its Regulators, (1942); M.E. Levine, Is
Regulation Necessary? California Air Transportation and
National Regulatory Policy, (179465); L.Keyes, Federal Entry
Control of Entry and Exit into Air Transportation, (1951);
W. Jordan, Airline Deregulatien in America: Effects and
Imperfections, (1970); G.Douglas and J. Miller, Economic
Regulation of Domestic Air Transport, (1974). For a review
of these studies see Hardaway, Transportation Deregulation
(197&6-1984): Turning the Tide, Transportation Law Journal,
17, 1985.

Similar economic studies were conducted on the regulation of
gas pipelines and of surface transportation.

13. The EPP program was ruled invalid in 1984 due to the
difficulty of separating out the near simultaneity of
deregulation, fuel price increases and the recession.

14. New entry into the deomestic market was restricted to
Canadian citizens or permanent residents or, if a
corporation, 75%%4 of its voting shares must be owned or
controlled by Canmadians. Acquisitions need approval if they
invelve carriers with assets or annual gross revenues over
$20 million and with at least 10% of the voting shares.
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15. Freeman and Medoff (1984:55-5&6) reports that in 1908,
unions reduced glass blower rates by 204 to reduce the
incentive to automation; in 1930, the same occurred in the
construction, printing and shoe industrys; in 1950, in the
apparel, textile, meat packing and plastering industries.

16, Nay (1971) tested empirically the strategic choice
hypothesis. #Although she found modest support for this
variable, her attempt illustrated the difficulty of
gstablishing effects of ‘strategic choice’' ‘separate and
independent from the effects of more traditional
econpmic/Tinancial variables’ (p.320). A critique of
strategic cheoice theory is discussed at length by Lewin
(1987:18) and Lipset (1988:448-49).

17. This allowed Continental Airlimes to reduce labour
costs by filing bankruptcy under Chapter 11 without
undertaking the steps involved in concessionary bargaining.

18. In the mid-1980s, ALPA centralized its bargaining
structure and made concessions only after financial proof,
provisions for wages to ‘snap back’, improved job security
and avoidance of °‘two-tier’ wage system (Business Week,
December 31, 1984).

17. These airline data stand in stark contrast with studies
by Rose (1987) and Hirsch (1988) of the trucking industry.
They found that the 1982-B5 agreements covering the
Teamster’'s freight division members represented dramatic
departures from the earlier pattern of contract and led to
substantial wage concessions. A comparison of union premia
in the trucking industry with those for a2 cross-industry
sample of all private industry blue collar workers indicated
that between 1973-1979 trucking union differential averaged
roughly 404, whereas in the next years 1979-1984 the average
trueking premium was almost identical to the average blue
collar premium. Both authors attribute these radical
adjustments to derequlation which while substantially
eroding the industry union coverage (by the end of the 1980s
the coverage rate was half its former level) through the
exiting of unionized firms and nonunion entrants or nonunion
subsidiaries capturing increasing market shares, it also
decreased the Teamster’'s bargaining power.
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CHAPTER TWO

ECONOMIC REGULATION, DEREGULATION & LABOLUR RELATIONS
IN THE USA AND CANADA

In order to understand the impact of regulation and
deregulation on labour outcomes, this chapter reviews both
the evolution of governmental regulatory policy and the
system of labour relations in the air industry in the USA
and in Canada.

The first section examines the rationale and the
purpose of requlation, the creation of the requlatary body,
its function and effects on the industry as well as the
ground and the scope of regulatory reforms in both
countries. Afterwards, it describes the main features of

the system of industrial relations.

2.2. ECONOMIC REGULATION IN THE UNITED STATES.

Since its beginnings, in the early 1920s, the growth of
the air industry has been aided by constant government
intervention. First, the provision of air-mail contracts
(Kelly Act 1925}, which allowed for profitable services,
and, later, the imposition of strict safety standards (Air
Commerce Act, 1926), both increased its commercial viability
(Behrman 1980).

The debate over whether to subject the industry to

federal economic regulation began in 1935, The intense



45
competition which was taking place for mail-contracts, and
which would intensify in the future, raised concern about
the industry’'s financial situation and the develapment of a
stable network of ‘air services and safety standards.

The political debate focused on three related issues:
the alleged threat of 'destructive competition’, the concept
of ‘natural monopoly’ and economies of scale, and the need
to protect consumers against monopoly pricing. It was
thought that regulatiorn would give the nation a stable and
secure network of services, consumers would be prntectéd
against moncpoly pricing and, if only a few producers were
allowed to serve given markets, the industry would acquire
greater efficiency, due to economies of scale.
consequently, the creation of a few firms regulated by the
government through an independent requlatary agency that
oversaw all aspects of their operations - market structure,
competition via route awards, pricing and profits - was seen

as an effective means to deliver a public good.

The Civil Aeronautics Board (CAH) was unanimously voted
by Congress {Behrman 1980:B3) in 193B (Civil Aeronautic Act
19238} with the goal to foster ‘safe’ and ‘sound economic
conditions and competition to the extent necessary’ for the
development of a reliable network of transportation. The
Act gave the Board (i) discretionary power to determine the

carriers’'route structure, through a ‘certificate of public
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convenience and necessity’, (ii) to set rates, (iii) te
approve or reject economic transactions such as mergers,
leasing, consolidations, acquisitions ar interlocking
alliances between carriers,* (iv) to subsidize airlines by
air—-mail rates based upon need rather than service and (v)
to promote safety by appropriate regulations.

Berhman, in reviewing the history of the CAB, notes
that the Act was a 'masterwork of either flekibility or
ambiguity’ (1980:85). It allowed the Board to shift policy
according to the needs of the industry and still to act
within the provisions of the Act. Routes had to be awarded
according to the *fit, willing and able' applicants’
criterion and as required by ‘public convenience and
necessity’. Likewise,; price standards had to be set with
regard to costs, their effect on traffic, and the advantage
of air services over other means of transportation, as well
as the need of each carrier to maintain an adequate and
efficient service.

Thus the CAB from its inceptiocn until the Deregulation
Act of 1978, in accordance with its mandate, developed and
sustained the industry with the objective of promoting
financially sound carriers and a reliable system of air

transportation.
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2.2.i. Market Structure.

Starting in 1938 ang throughout the regulatory years,
the CAB, awarded routes according to a policy of market
segregation, and service specialization (Brown 1987}.

In 1938 it granted certification and air-mail contracts
to all 19 carr.ers until then operating regularly and
classified them into the 'trunk’ category. This became the
dominant sector cof the industry and no other carrier was
ever permitted to enter it until 1978 when the Deregulation
Act (ADA) was passed.

In 1949, as some irrcogular airlines began competing
with the trunk linmes, the CAB tightened the norms that
exempted carriers from its control and reorganized the
product market.

It regulated and classified these irregular operators
into two categories: a scheduled local sector, referred to
also as 'feeder’ or 'regional’, and an unscheduled or
‘supplemental’ sector. The first was to provide scheduled
service to short-haul, low passenger-density routes within
non—-overlapping geographical areas, and to feed traffic into
the trunk lines’ long-haul network. Later this sector was
given greater freedom to compete with the trunks in order to
reduce government grants anu to develop a financially viable
operational system (Eads 1972).

The Board excluded f;nm its control two categories of

air operations: the interstate carriers (which came under
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the jurisdiction of their states), commuter air services -
sometimes called air taxis - and small irreqular carriers
serving points not served by the regular ones and not
exceeding 12,500 pound maximum take-off weight., These
carriers became important in the drive toward deregulation.

During these years, the CAB used entry control to
balance competition, to avoid cencentration of power and to
strengthen the performance of the scheduled sector. The
award of new routes was contingent on the adequacy of
current and future traffic, the viability of the industry,
the diversionary effects of these awards on caompeting
carriers, and how the new service would tie-in with the
airline’'s network. Route exit was less restrictive since
the Board either transferred these routes to local carriers
- deleted them from the scheduled service.

The CAB also had tight control over mergers. It
discouraged those that would lead to a significant
concentration of power and permitted them only when a
carrier was at the brink of bankruptcy and a more viable
alternative could take over its operations. The advantage of
these mergers for the carriers was that théy could acquire
routes which they had littlé chance of obtaining otherwise.
The 19 carriers originally certified in 1938 decreased to 12
in the late 1960s and to 11 by the 1970s, all due to

mergers.
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Throughout these years, the Board algo followed a
‘presumption doctrine’, favoring competition on routes whose
traffic could support competing services without
unreasonably raising operating costs (0'Connor 1989:24),
Same analysts (Brown, 0°'Connor, Berhman) claim that CAB
policy, with respect to competition, swung between two
extremes and these were correlated with the economic cycle,
product demands, and the industry’'s overall profitability.
During expansionary years (1956-1960C, 1964-19469) its policy
was relatively procompetitive - expanding the number of
competitors and routes in most markets. During recessionary
yvyears (19446-1955, 19461-19465, 1970-1974}, it reverted to

protectionist practices.=®

2.2.ii. Fares and Prices.

The CAB exerted its influence over the sconomics of the
industry through its rate-setting power. Although the Civil
Aviation Act of 1938 gave CAB full jurisdiction over prices
{(carriers could propose fares but the CAB remained the
ultimate arbiter), fare determination became over time a
controversial issue among carriers and regulators (Taneja
1974, 1981; Wyckoff 19773 Biederman 1982; 0’'Connor 198%9).

Historically, fares in long—haul markets were based on
a 'value of service’' criterion rather than cost, and this

excess profit was used to subsidize below-cost fares in
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short-haul services which carriers were required to offer.
When total revenue from all of the carrier’'s operations was
insufficient to cover costs plus a reasunable profit, the
government made up the difference via direct subsidies. By
the end of the 1950s, as lecal carriers took over many of
the short-haul routes, most of the trunks were off
subsidies.

Major fare revisions were introduced in the late 193530s
and 1970s with the phase-in of newer aircraft and equipments
which burdened the industry with heavy capital investments
and debts. Both the General Fare Investigation of 1956~&0
and the Domestic General Fare Investigation of 1970-74, set
fares on the basis of the industry costs and revenue and a
variable rate of ‘return-on-investment’ (ROI}. In 1971, in
view of the large capital commitment for the immediate
future, a projection of investment was also included, the
industry’average annual ROl for the trunk lines was set to
127 and costs were calculated on an estimated 55% load
factor. The Board adjusted both costs and revenue and it
deducted from the total costs those which arose from
operating below the prescribed load level. Thus, even if
some carriers earned profits at an adjusted rate exceeding
12%, but the group was below the standard, they could still
raise fares {Swann 1988:107; Wyckoff and Maister 1977;

Biederman 1982:22).
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Traditionally, the CAB concern has always been with the
well beirg of the industry rather thzn individual carriers.
It allowed fare increases when earnings declined fairly
seriously, and fare discounts and route competition when the
economy was booming.® Though fare competition was not
precluded by statute and carriers could either challenge or
introduce lower fares, CAB's policies discouraged it and
fares were usually adjusted in unison (Breyer 1982; Bailey
et al. 1985:16).

While airlines abstained from price competition, they
were free to compete on the basis of flight frequencies, on-
board service anq by offering the newest types of aircraft.
It appears that the years 1950-1970, which coincide with the
massive growth of the industry, were also the most prolific
in the development of new aircraft (Biederman 1982). These
innovations must also have had profound effects on the
industry’'s labour relations. Craft unions, concerned with
technological unemployment, have always demanded a share of
the higher productivity of new technologies through higher

wages and work rules to offset any employment loss.
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2.2.iii. The Civil Aviation Board and Labour Relatiaons.

The Board was also mandated to control all aspects of
air safety (this was passed to the Federal Aviation Agency
LFAA]l in 1958), to enforce carriers to comply with the
minimum wage, maximum hours limitations of decision 83* and
the provisions of the Railroad Labour Act (RLA) as a
condition for certification. Moreover, the Board, in its
role as overseer over mergers, route exchange and inter-
carrier agreements, was also placed in the role of a third
party in labour matters.

The CAB inherited ’'labour protective provisions’ from
the railroad industry.® The Federal Aviation Act of 1958,
section 408, entitled the CAB to protect employees when
major transactions substantially affected employment, wages,
working conditions and seniority rights. These provisions,
which involved the CAB in several disputes, evolved into a
formula that was consistently applied to future cases.* It
included: seniority benefits, maintenance of pay and fringe
benefits in cases of 'displaced workers’', dismissal and

severance pay, moving expenses and no requirement to work

out of class.
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2.3. REGULATORY REFORMS IN THE UNITED STATES.

The United States was the first country to eliminate
the economic controls in the industry. The Airline
Deregulation Act (ADA) was passed in 19783 however the
economic reforms began in the mid-1970s when ‘deregqulation’
became the ‘rallying cry of observers of the federal
government’'s regulatory agencies’ (Bailey et al., 1985:1).

In tﬁe early 1930s, when regulation was first applied
to the industry, the major concern was with predatory
competition and market failures. Thus, virtually all
prominent economists supported it (Behrman 1980:85,4046—-note
42)., 1In the early 1970s, with a growing industry, the
conrern shifted to ‘regulatory failures’. Pro—market
economists (Caves 1962; Keyes 1951) and social critics
(Huntington 1952; Bernstein 19553 Edelman 1964; Kolko 1963,
1965) developed the intellectual rationale against
regulation and for economic reforms. While the social
criticism literature, inspired by the ‘'capture thesis’,
provided ‘'little supparting evidence that a ’'pro~industry’
bias was imbedded in the regulatory agencies,; market-
nriented economists began to show that 'the social costs of
regulation far outweighted the benefits’ (Derthic and Quirk
1985:8). The first studies of the 19565 presented the
theoretical grounds for the worthiness of competition
through a liberalization of entry into the scheduled sector

(Caves 19623 Keyes 19531). Those of the late 1960s and early
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1?70s (Levine 19&65; Jordan 1970; Keeler 1972), by comparing
the economic performance of CAB-regulated carriers with
those operating outside its control, the interstates
carriers, showed that these latter operators charged
substantially lower rates while maintaining reasonable
profits, adequate level of service and a2 good safety record.
They provided evidence that regulation was no longer in the
‘public interest’ and that a new arrangement was due.

The issue however divided the community into two
groups. Critics of deregulation claimed that a completely
derequlated environment would, in the long run, highly
concentrate the industrvy, incréase fares and adversely
affect labour and services to small communities. Proponents
of deregulation countered that the ‘contestability of
markets’ or the threat of new entries would keep fares at
competitive levels (Bailey and Panzar 1981:125-145; Baumol
at al. 1982) while price competition would reduce
inefficiencies and relate fares more closely to costs.
Moreover, as it was charged that labour over the years had
unduly benefited from the system, by securing wages above
market level and expensive work rules, they argued thgt\npen
entry would raise labour cutput, efficiency andfgéployment.

These studies, a changed economic and polifical
climate,” bipartisan political pressures, major academic
communities and economic institutions favoring economic

deregulation {(Dertick and Quirk .1985; Horwitz 1989) led the
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CAB to loosen some of its controls. Already in 1975 it
ended the ‘route moratorium’; in 1976, it authorized
Advanced Booking Charters and, in 1977, ‘deep discounts’' to
most carriers. In 1978, it began to liberalize route
entry,® and permitted carriers to set coach fares without
basing them on a uniform mileage formula.

The Airline Deregulation Act was passed in October 1978
and it was a major revision of the Federal Aviation Act of
1958. It proposed a gradual relaxation of regulatory
controls over a four-year period, in order to permit
effective planning by both the Board and the carriers.

The Board’'s authority over routes ended in December
1981; over fares, acquisitions and mergers in January 1983,
and the Board itself terminated in 1984. Authority over all
commercial transactions was transferred to the Department of
Transport (DOT).® DOT’'s authority over mergers expired in

1989, and aver the small community subsidy program, in 1988.

2.3.1. Indusf}y Structure.

Route entry and exit became liberalized according to
free market economic theories. During the transition
period, 1978-1%81, all carriers could: (a) enter a limited
number of new routes without CAB approval; (b) designate one
of their routes as immune to new competition during these

years; (c) acquire any ‘dormant’ or unused route authority

of other carriers; (d) exit upon 90-day advance notice and
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(e) they were no longer restricted to serve intermediate or
terminal points on given routes.

These reforms hroke down the concept of dividing
airlines into categories and geographical areas and as they
allowed former regional, interstate and commuter carriers to
enter the scheduled market, they changed the provious market
structure. For reasons of clarity, the deregulation era can
be divided into three phases: the experimental period (1978-
1981), the recessionary years (1982-1985) and the market

consclidation phase or the post-1984 years to the present.

2.3.i.a. The experimental phase: 1978-1981.

During these years, all carriers moved into one
another’'s territory, adding new markets and backing away
when these failed to give any substantial gains. In 1979,
new carriers, favored by a recessionary economy that created
a buyer's market for labour and used aircraft, began to
serve short and medium—-baul toutes, offering low—-cost, ‘no-
frills’ services and employing non-unionized labour.*® To
keep track of these shifts, in 1981, the carriers became
reclassified in terms of gross annual revenue, as 'Major’,
‘National’ and °‘Regional’ Airlines (Brenner 1985:17-23).

In 1981, most trunk carriers began to realign their

route structure intoc a ‘hub-and-spoke’ network* in contrast

* &7 Hub system’ feeds passengers_from various cities
into a centralized airport, a hub, wh: _serves as a
connecting center. T



58
with the pre-1978 linear structure, to devise °‘custaomer
loyalty’ or 'frequent flyers’ programs** and to use
central reservation systems to protect their market

position.=

2.3.i.b. The recessionary years: 1982-1985.

This phase was characterized by the bankruptcy of two
major airlines and the expansion of the other carriers. In
1982, Braniff filed for bankruptcy and, in 1983, Continental
filed for protection under Chapter 11 uf the Bankruptcy
Code. This procedure allowed Continental to unilaterally
abrogate all labour contracts, enforce emergency work rules
and resume operations the next day as a ‘low-cost’
carrier.*® At this time, the major airlines entered into
code-sharing alliances** and ownership interests with
commuter carriers. This marketing tecnique permitted the
former trunk lines to boost the efficiency of the ‘hub-and
spoke’ system withoﬁt the need to expand internally, to use
larger aircraft, thus lowering unit costs by spreading them
over more seats, and to contain rival competition*+

(Brenner et al. 1985; Oster and Pickrell 1986; Rosen 1988).

2.3.i.c. Market Consolidation: 1984~present.

In 1986, the industry expanded through a series of

**,., This practice consists of recording an allied
commuter’'s service under the major jet carrier’‘'s code in the
computerized reservation system.
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mergers and acquisitions. Between 1985-1986, 25 carriers
were involved in 15 mergers (Rosen 1989:30). The most
important were: United’'s acquisition of PanAm’'s Pacific
routes, American Airlines—-Air California; Northwest-
Republic; TWA-0zark; Texas Air, which acquired Continental
in 1981, acquired Pepple Express and Eastern; USAir-Piedmont
and Pacific Southwest, while Delta merged with Western
(0’ Connor 19893 OECD 1988). During this period, 80Y% of the
régional carriers had alliances with a major or national
airline (Rosen 1988:30). In 1990 United acquired PanAm:5
London routes and in 1991, with the collapse of Pan-Am,
Delta merged the remaining European routes of Pan~Am into

its network.

Thus, if in the first years of deregulatidn the major
carriers had to face intense competition from one another
and new entrants, in 1983 they implemented operational and
marketing practices which, by creating new barriers to
entry, enhanced their position and limited new competition.
The development of ‘hub-and-spoke’ networks combined with
‘code-sharing’ alliances gave these carriers dominance of
major airports, control of vital feeder services and
protection from new competition. In 1984, the mergers of
competing carriers with major successful airline; and route
acquisitions led a few of the former trunk lines to dominate

the market.
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2.3.ii. Rates and Fares.

The pricing provisions of the new Act, during 1978-
1983, allowed carriers to increase fares without CAB’'s
control by 5-10% above the Standard Industry Fare Level
(SILF) or the coach fare in effect July '1st, 1977, depending
on the competitiveness of markets.*® In 1979, following
several events which affected adversely the industry’s
profits (e.q9., a long strike at United, the grounding of the
DC-10s, and the doubling of fuel prices), the CAB raised the
upward zone of fare flexibility by 304 over the SILF level
while it made the downward zone, unlimited. The Act also
allowed carriers to charge differential or discount fares to
promote or develop new markets. These provisions ended on
January 1983, when the CAB terminated its control over
fares.

Overall, it appears that in the years 1978-198B1, the
pattern of oligopoly pricing prevailed in most markets
(Biederman 1982: 14,120). This situation changed in 1980-
1782, as the economy weakened and the price of fuel
increased. At first carriers uswd deep discounts and ' fare-
wars’ to fill empty seats and recover, at most, marginal or
variable costs.** The mileage related fare structure was
replaced by market determined fares with each airline
responding to varying competitive pressures on different
routes. At first carriers matched any competitor’s fare

cuts,.*” However by 1983, the degree of matching depended
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on the size and market power of the competition. In general
“the variance of prices across markets increased from the
previous period. A ‘two-tier’' pricing pattern developed,
with lower fares on long-haul and in denser markets and
higher ones on short-haul and less competitive routes
{Bailey et al. 1985:54-54; Moore 19846; Morrison and Winston
1986:22-24). By 1984, as competing smaller airlines
collapsed and the major ones regained most of their market
power, widespread fare-cutting abated.

The concentration of the_market in the post-1984 period
and the high economic cycle which followed led to a higher
but more stable price structure. However this situation
changed in 1990, Carriers, faced with a new recession and
fuel price increases, experienced falling demand, surging
costs, overcapacity and financial losses. This led weaker
airlines to seek bankruptcy protection (Eastern, Pan-Am,
Continental, TWA, American West and Midway Airlines) while
the more successful ones began a new round of ‘fare wars’ to

drive weaker competitors to the ground.

2.3.iii, Labour Protective Provisions.

In labour relations, the Act ocutlawed the airlines’
Mutual Aid Pact, or the carriers'mutual aid insurance during
strikes, and provided a special protection plan for
employees (EPP).*® This plan, which applied Qhen

deregulation was found to be the primary cause of a
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carrier s contraction, was never enforced due to the
difficulty of separating the near simultaneity of the
reforms and the effects of the recession {Bailey et al.
1983:37; Northrup 1987:415)

The Act alﬁﬁ altered CAB’'s labour protective policy.
While thewe provisions were applied in four merger cases
during the transition period because labour had not been
given time to bargain for its own security,*® the policy
was abolished for the future, The DOT, which took over some
of CAB's functions, refused to impose LPPs and the courts
endorsed its refusal as being consistent with congressional
policy to let the industry be governed by market forces

(Northrup 1987:404).

2.4. THE SYSTEM OF LABOUR RELATIONS IN THE USA.

This section first reviews the legislative and legal
system of labour relations, it then describes the growth and
the structure of unicn and management organizations in the

industry.

2.4.i. Governmental Labour Relations.

The legal framework of labour and industrial relations
in the airline industry evolved during the 1930s, primarily
as a consequence of effective lobbying by the Air Line

Pilots Association (ALPA}. 1In 1936, ALPA, supported by the
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American Federation of Labor, the Congress of Industrial
Organization and the Railway Labor Executive Asspciation,
succeeded in bringing the industry under the Railway Labor
Act and in including compliance with the NLB decision 83,
first as a condition for holding air-mail contracts and
later, in 1938, for carrier certification.

Since 1934, labour relations in the industry have been
governed by the Railroad Labour Act, Title i1 and, except
for a few changes, it still remains today the basic
framework of labour relations. The industry is also, to
some extent, controlled by the CAB and the FAA, through
provisions within the Navigational Act, and while the first
has already been described, the second will be discussed
later.

The National Mediation Board (NMB), the agency which
administers the RLA, mediates over union representation and
any types of major disputes concerning wages, working rules
(except safety issues, which are the responsibility of the
FAA and are non-bargainable), and labour emergencies.

The Act requires employees to be represented by ‘craft
or class’' on a carrier-wide basis, while the craft chooses
its representative. Thus each specific labour category
employed by the various carriers can be represented by
different unions.

The mediation function requires both parties to follow

a lengthy procedure. They are first required to bargain
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directly. 1If a bargain impasse occurs, mediation is
mandatory and the Board mediates until a settlement is
reached or it becomes evident that its efforts are useless.
It may then offer binding voluntary arbitration. If this is
refused, the parties can resort to 'self-help’, a strike or
unilateral change, within 30-days, unless the Board believes
a dispute ‘threatens to substantially interrupt interstate
commerce’. In this case a Presidential Emergency Board is
established to examine the issue and make recommendations.
These are non-binding and if refused, the parties carn use
any legal means to settle the dispute, including economic
force (BLS 1971:13-14).

A distinctive feature of the NMB is that its functions
are limited to rule-making and mediation, thus.the parties
can turn to the judicial system to protect their rights.

Minor disputes or those concerning interpretation of
contract rules are handled through the grievance procedure,
and this varies by carriers and unions. Usually these
disputes are settled through the company machinery or are
submitted to the System Board of Adjustment which produces a
final settlement. Thnugﬁ the RLA does not require the
decision to be binding, this has been maostly the case

fTaneja 1976:ch.8).

2.4.ii. Government Safety Regulations.

Safety regulations since 1958 are under the authority
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of the Federal Aviation Agency (FAA). The FAA controls all
safety aspects of aviation through the issuance of safety
certificates. It prescribes standards for aircraft air-
worthiness, maintenance procedures and it influences labour
relations through its certification mandate, aircraft
manning levels, flight crew maximum duty time limitations
and minimum rest periods.

Pilots, flight engineers and mechanics are required to
hold a valid licence to fill their position. The
Administration sets the requirements for these certificates,
it ensures that these standards are met, through formal and
random checks, and in cases of misuse, it may revoke them.
Flight hour limitations for domestic carriers are set to 30-
hours per 7-day period, 100-hours per calendar month and
1000-hours per year, with a limit of 8-hours every 24-hours
periocd, though this can be raised to 10-hours for scheduled
non-stop services. Other limits are negotiated through

collective agreements (ILD:1974).

2.4.iii. Government Economic Restraints and Legislation.

Though in the United States the goveinment has always
been unwilling to apply economic controls, between 1971-
1974, President Nixon imposed mandatory limits on wage-and-
price increases. The program was divided into two-phases:
in the first, August 1971-January 1973, wage rises in

current and new agreements were limited to S5.5% plus .74 for
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benefits. However these could increase to 6.2%4 for ‘catch-
up’ and rises in the cost of living. In the second phase,
June 1973-May 1974, compensation increases were set to 46.2%.
Al though the program has been termed ’‘successful’, its
success appears to have been offset by an explosion of wage
increases when it ended. (Anderson and Gunderson 1982:500;

Reid 1981:108-120).

2.5. UNIDNIAND MANAGEMENT ORGANIZATIONS.
2.5.1i. Airline Unions.

Pilots were the first craft to organize. ALPA was
formed in 1930 and within two years it had organized 75% of
the pilets in the major sector. During this time, ALPA usead
both economic and political means to increase its power and
representational rights (Kahn 1950, 1953; Baitsell 19&63°
Hopkins 1982} .2*

Simultaneously, with the pilots’'organization,
mechanics began to organize and by the mid—-1940s these were
the only two highly uvnionized crafts. Their agreements
served as a model for other labour groups. By the end of
the war period, organizing activity was on the rise, mostly
among occupations previously not-represented: dispatchers,
stores, cargo, commissary, plant maintenance, flight
attendants, and clerical empleyees. Most specialized groups
(e,g. radio operators, flight navigators and dispatchers)

crea..”? their own associations, others were organized into
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associations created as subsidiaries of ALPA (flight
attendants and passenger agents) while others became
absorbed into existing crafts or industrial unions.

The extent of unionization varies by craft and carrier.
Flight and ground crew employees were the first to unionize
and have been organized for many years. Clerical employees
are less unionized, though in the 1970s, several unions were
staging organizational drives. Generally, larger carriers
are more unionized than smaller ones. It has been estimated
that by 1975, among the °‘Big Four', about &0Z of the
workforce was unionized at American, 58% at Eastern, ;nd &3%
at United and TWA (Kahn 1980).

Most anions, with the exception of the International
Association of Mechanics (IAM), are highly decentralized,
including ALPA, leaving local councils to negotiate contract
items on an independent basis with single airlines.

However, in 19846, ALPA modified its structure, requiring
local agreements to be sanctioned by the central executive.

As shown in Table 2.1, tkroughout the years this system
of representation, based on the ‘craft’ principle and the
‘majority rule’, in a multiple carrier environment, led to a
‘fragmented craftt unionism’. Although explanations for this
developnent vary,=% it seemslthat this system favored the
members since unions, by competing with each other at the
bergaining table and through 'pattern bargaining’, may h$§e

helped to escalate the wages and benefits of the workforce.



TABLE 2.1. CHANGES IN UNION REPRESENTATION: 194%-1978

1949 1969 1978
UNION CARRIERE UNION CARRIERS UNION
PILOTS ALPA i ALPA 12 ALPA 10
APA 1
DISPATCHERS ALDA 14 ALDA io ALDA 1
ADA 1 ADA 1
TWU 1 TwWu )
1AM 2
PAFCA 1
FLIGHT
ATTENDANTS ALS&SA 12 ALPA S5 ALPA 1
ALLSA 3 Twu & TWu 2
FP&SA 1 IBT 1
TWU 1 IFFA 1
IUFA 1
AFA 3
APFA 1
MECHANICS IAM 8 IAaM/7UAW 8 1AM 8
UAl 7 TwWU 2 TWU 2
TWUA 3 IBT 1 IBT 1
CLERICAL 1AM 4 IAM 1 IAM
OFFICE/STORE BRAC 7 BRAC 2 BRAC
FLEET AND TWU 1 ALEA 1 ALEA

PAX SERVICE

SYMBOLS

.. )l. AFA Flight Attendants Asspciation.
Z. ALDA/ADA Air Line Dispatchers Association, AFL.
3. ALEA Airline Employees Association.
4. ALPA Air Line Pilots Association, AFL.
5. ALSA Air Line Stewardesses Association.
&. ALS&SA Alir Line Stewards & Stewardesses Ass., ALPA-AFL.
7. APA Airline Pilots Association.
8. APFA Association of Professional Flight Attendants.
9. BRAEC, Brotherhood of Railway & Airline Clerks, AFL.
10. FP&SA, Flight P{ursers & Stewardesses Association.
11. 1AM, International Association of Machinists
12. IBT, International Brotherhood of Teamsters, AFL.
13. IFFA Independent Federation of Flight Attendants.
. 14. IUFA Independent Unicn of Flight Attendants.
15. TWY, Transport Workers Union, CIO.
i&. UAW, United Automobile Workers, CIO.
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2.5.ii. Carriers Organization: The Mulual Aid Plan (MAP).

The recegnition by the air carriers of the increasing
power of the unions and of the impact of pattern bargaining
in the whole industry, as wages negotiated by one airline
had an effect on other carriers, compelled management to
coordinate their bargaining efforts.

After a failed attempt in 1945,2= in 1958, six trunk
lines (American, Capitol, Eastern, PanAm, TWA and United)
faced with a strike by the IAM, negotiated a ane year Mutual
Aid Pact (MAP) to protect themselves against strike losses
and the prevailing ‘whip-saw’ techniques used by the unions.

Under this plan, the joining carriers had to remit
‘windfall revenue’ to the shutdown airline (or the revenue
these carriers earned which was attributable to the strike,
less the expenses of carrying the extra traffic) during
‘unlawful’ strikes or if these occured as a result of union
demands in excess of those recommended by the Emergency
Board. Against union opposition, the CAB approved it.

The Pact was frequentliy amended during 19260-1978 to
include all forms of strike and more carriers joined.=3
In 1978, with the passage of the Deregulation Act, the HAP
was eliminated.

There has been considerable debate whether the MAP
benefited airlines at the expense of unions., Unions claimed
that it promoted a tougher management posture since it

enabled carriers to recoup strike-related revenue losses=2+
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and that, in some instances, carriers could even benefit
financially from beirg on strike. Though the MAP was
designed to protect carriers against the bargaining strength
of unions by making them more willing to risk a strike, its
impact on carriers and unions is unclear.== Most analysts
seem to agree that the MAP probably decreased the
effectiveness of the unions’ ‘weakest carrier’ strategy or
their ability to get higher wages and work rules from a weak
carrier and then use them as basis for negotiatiom on other

airlines.=e

This brief review suggests that CAB policies and the
system of labour relations based on the RLA, protected the
industry and its employees. The first, by promoting
financially strong airlines and undue concentration of
power, protected carriers and employees from the vagaries of
the business cycle. The second, by promoting strong and
EiQal unibnism and the system of pattern bargaining in an
industry dependent on costly technological innovations,
appear to have increased the power of unions. During
deregulation, with carriers no longer under CAB protection
and competing against each other to keep or enlerge their
product market, this system of fragmented bargaining must -
have become detrimental to unions and their members, mostly

under economic contractions.
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2.6, THE EVOLUTION OF THE REGULATORY PROCESS IN CANADA.

In Canada, requlatory policy began with the creation of
a Brown Corporation, Trans Canada Airline (TCA)=7 (a
subsidiary of Canédian National Railway that became Air
Canada in 19464) as the state’'s ‘chosen instrument’', and the
‘National Policy’ (Corbet 1965; Johnson and Ritchie 1980:9-
i0}. In this sense, regulation was established primarily
for the attainment of broad social and political goals
including the enhancement of national integration, economic
development and an efficient alternative to US service (part
of the Canadian 'syndrome of defensive expansionism’,
Schultz 1985:38).

As in the United States, Canada established a
regulatory agency responsible for civil aviation both at the
national and redicnal level (this differs from the CAB which
regulated only inter—state aviation}. The air regulatory
body, in Canada, mainly because of different political
institutions and culture, has always been much less
‘independent’ from other organs of the state than its
American counterpart. It was subordinated to the Minister
of Transport, the Governor—-in-Council and required to follow
government ﬁolicies {Schultz 1977; 1981). Thus it changed
over fime as the government modified its aviation policy.

The Transportation Act of 1938 designated the Board of
Transport Commissioners (BTC) to oversee both rail and air

services. The Board, independent from the minister, was
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charged with licencing, route—awards and conditions of
service based on criteria of ‘public convenience and
necessity’, to set ’'just and reasonable’ rates and to
‘harmonize the activity of carriers’. While the Act provided
for automatic certification of all those carriers who had
provided service during the last 12-months, the Board was
instructed to foster the growth of TCA. To this aim, TCA
was granted monopoly on all east-west routes between major
cities while supplementary routes were left to private |
carriers. These were thought to provide a field of activity’
in which private entreprises could participate.

In the late 1940s, Canadian Pacific Air Lines

(previously Canadian Airways and, in 19469, Canadian Pacific

'Air), a subsidiary of Canadian Pacific Railways, after

absorbing ten sﬁaller carriers, became the largest
independent operator. Thus TCA and CPA grew to become the
two major Canadian airlines.

This new configuration alsoc brought pressure from CPA
for a fair division of the market. The government, in favor
of maintaining TCA's special status, since its monopoly over
transcontinental routes served to cross-subsidize its
unprofitable services tc small communities, and dissatisfied
with the Board’'s occasional bouts of independence against
ministerial preferencé,=°'denied EPA’'s request and
replaced the BTC with a new regulatory agency, the Air

Transport Board [(ATB).
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The Air Transport Board. established in 1944, was
charged with instituting a reliable network of scheduled
services across Canada, to ensure the profitability of these
service by licences which protected monopoly pesitions, and
to create a system of cross—subsidization for others. In
practice, with the exception of awarding CPA a limited
licence to operate a daily trans-continental flight with
stop~overs along the route, regulation served to organize
the industry according to government policy.

In the mid-1°60s, fellowing the recommendation of the
MacPhearson Royal Commission on Transportation,2* the New
National Transportation Act centralized all transportation
modes (rails, air, water and roads) under a single
regqulatory agency, the Canadian Transport Commission (CTC)
with the aim of providing alternative and competitive
services at the lowest cost and with regard to both
‘efficiency’ and ‘adequacy’.

With the advent of the CTC, tramnsportation policy
became viewed not primarily as a 'toel of government’ but
rather a sector subject to the laws of economic efficiency
(Gillen et al. 1985:8).

In 19466, with the implementation of the government’'s
regional airline policy’, the CTC widened its regulatory
role. It became charged, in addition to its supervisory and
promotional duties, with the planning of a regioqgl netwofk

for those local and regional carriers designated by the
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government as 'preferred vehicles® for regional development
(Schultz 1985). Thus the CTC became a planner, deciding
each carrier’'s network, and an arbiter of competing demands,
as carriers tried to advance their expansionary plans.

In the mid—1970s, the Estey Commission on Air Canada
combined with the perceived ’failure’' of the ‘regional
carrier policy’3® changed the government’'s policies.

Taking into account the commission’s critical stance on
the crown corporation’s organization and finances, which had
captured public attention, the government severed the
historical link of Air Canada with the Canadian National
Railroads and left the corporation free to compete as a
caommercial entreprise.

In 1977, the New Air Canada Act placed the carrier
under the regulatory control of the CTC. The Act, while
changing the goals of Air Canada, alsoc meant that markets as
well as other carriers no longer needed to be controlled to
allow the crown airline to carry out its social mandate that
is the enhancement of national integration and as an
alternative to US service. By 1979, the industry had
‘matured’ and, like its American counterpart, was ready for

the introduction of a more liberal aviation policy.

2.6.i. The Market Structure.
The industry’s market structure evolved through three

phases and in accardance with government policy.
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Between 1%346-19464, the Canadian government was mostly
concerned with the development of a viable network of air
transportation. Thus, Air Canada, as an ‘agent of
government’ and an ‘intermnal regulator’ with the goal of
providing a comprehensive network of services across Canada,
was the dominant airline while the other carriers were cast
in the role of ‘'feeders’ to the Air Canada network.

In the years 1965-1975, with the advent of the CTC and
the regional policy, the Commission organized the industry
through a policy of controlled competition and ‘administered
market shares’.

Air Canada and Canadian Pacific, as ‘first level
carriers’', were awarded mainline and regional services with
limited competition among them.=32

Regional or ‘'second level’ carriers were confined to
five regional markets with minimum overlap™®® and to
proving complementary services to the rnationals’ routes.
They were however encouraged to enter the charter market and
had monopoly on all routes over their territory.

Local or ‘third level’ carriers were to provide
commuter service to remote locations in competition with
surface transport and as feeders to the other carriers’
network .33

In the post-1975 period, with the New Air Canada Act,
political pressures and a major recession, fhe market

structure began to change and the government gradually set
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the framework for the economic liberalization of the
industry.

In 1979, CPA had its capacity restrictions removed and
was awarded routes in competition with Air Canada. This
meant that the AC monopoly in the most profitable sector was
cracked and as CPA was allowed to compete freely with AC, it
became a powerful force in the industry. Moreover, with the
breakdown of the regional policy, regional carriers were
allowed some competition on high-density markets with the
major airlines.

Thus, by the end of the 1970s, the demarcation line
between national and regional carriers became blurred as
regional boundaries weakened and carriers began to engage in

new aquisitions to consolidate their position.

Like the CAB, the CTC used mergers as a mean of
handling failing carriers, and if these were not detrimental
to other airlines, they were allowed to ensure the adequacy
and stability of service (CTC 1984:84).

The regional carriers emerged out of a series of
consolidations.¥% However the mergers of this period had
political overtones, since some carriers were owned by their
roespective provincial governments. In 1977, PWA, owned
since 1974 by the Province of Alberta (Tupper 1981),
acquired 73% of Transair which was about to fail, and became

the third largest carrier in Canada, while AC acquired
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Nardair. Although some aof these take-overs were denied or
restricted by the CTC, they were later approved by the
Minister upon appeal by regional governments maore concerned
about local employment and development than with regulated

competition.

2.6.ii. Fares and Prices.

Like the CAB, the regulatory cnmmissinn was charged
with regulation of fares. Although the commission could
disallow proposed tariffs and substitute them with more
appropriate ones, fare regulation has traditionally been
more permissive than the regulation of entry into markets.

In the 1950s, the rate structure was based on a fixed
price per mile (Baldwin 1975:133). Later, as in the USA, a
‘value of service' as opposed to cost-based pricing was
applied to long-haul routes in order to subsidize fares
charged on small communities routes.

Until the late 1970s, the CTC adopted a ‘laissez—-faire’
approach in rate regulation. It dispensed with any formal
rules or criteria in establishing their ‘reascnableness’ and
it did not establish any rate of return on investment. It
did however disallow fares that would be detrimental to
other carriers (CTC 1961:23). It is possible that the
existence of a publicly owned airline with the mandate to
promote national integration and a vehicle of government

policy, may have discouraged the Commission from playing a
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major role in setting fares and thus profits,

Throughout the 1950s and 19605 the domestic fare
structure remained fairly constant. Two major revisions
came in 1970 and in the 1980s.

In 1970, Air Canada, faced with increasing competition
from the other carriers, introduced the ‘Air Canada formula’
to standardize fares. It consisted of a fixed charge to
reflect the carrier’'s terminal costs plus a mileage charge
which was proportional to the distance flown. The CTC
endorsed this formula and enforced it on carriers serving
routes in competition with Air Canada.

In the later years, fares became based on the
industry’'s rate of return on investment, costs and

efficiency levels (CTC 19B1:77).

2.6.1iii. The Canadian Transport Commission and Labour
Relations.

Unlike the CAB, labour issues were never included
within the CTC regulatory power. Although labour does not
seem to have played any direct part in regulatory
proceedings, it may have influenced the process indirectly
through the fact that Air Canada and most regional airlines
were publicly owned and because of the political cost of

industrial conflicts in the industry.
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2.7. REGULATORY REFORMS IN EAN&DA.

In Canada, the liberaiization measures of the 1970s,
the New Air Canada Act of 1977, the American Deregulation
Act of 1978 and the disenchantment of the West with the
allocation of transportation resources, built up pressures
for change.

As in the USA, the driving force behind reforms was
‘the strength of evidence for a market efficient allocation
of resources’ which set in motion pressures for similar
reforms in Canada.

In the early 1980s, the industry fell into a deep
recession which slowed growth, depressed demands and
profits. It also felt the diversion of traffic to the US
‘deregulated’ carriers (Jordan 19833 Oum and Tretheway 1984)
and to charter airlines which were awarded limited scheduled
services. These events combined with studies from the US
deregulated industry (Baley and Panzar 1981; Bailey et al.
1985; Morrisen and Winston 19863 Jordan 1984) demonstrated
the public benefits of reforms and renewed pressure for
change in Canada (Ellison 1984; Gillen et al. 1985, 1984).

In 1984, in a divided house,¥® the conservative
government, introduced the New Canadian Air Transport Policy
and began to gradually liberalize the industry.

This policy, attributed the industry’'s problems to
regulation. 11t claimed that regulation had ‘hindered

innovations’', ‘reduced the flexibility of management’ to
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market opportunities, increased labour and suppliers costs
since ‘management was free ..to pass alang cost increases’
to customers, thus it 'contriﬁuted to unsatisfactory
earnings of the industry as a whole’' (DOT 1984:2). It was
also part of a plan to deregulate the industry over several
vears so that carriers and employees could- adapt to the new
climate without any major disruptions (DOT 1984:4).

The policy immediatly removed restrictions over
frequency, aircraft size and scheduling on existing
licences, it exempted domestic charter carriers from the
test of ‘public convenience and necessity’, it introduced
greater price flexibility and streamlined the CTC
administrative procedures., It also would, aover two years,
give carriers operating in southern Canada:>* i) freedom
over prices and fewer restrictions aver discount fares, with
price increases based on a national weighted average change
in input prices, which excluded labour costs; ii) free entry
to the charter market and easy exit to carriers unable to
compete; iii) equal treatment to new entrants in the share
of airport slots. It would alsc repeal the Regional Policy,
and bar Air Canada from initiating predatory practices
unless these were first launched by private carriers.

- The importance of these guidelines is that they
emphasized the benefits of competition, constrained carriers
to be more efficient in their ‘"input choices’ including

labour, since labour costs would noc longer be considered a

St
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basis for setting fares.

In 1985, the policy paper ‘Freedom to Move’' instituted
a ‘de facto’ relaxation of economic controls. It was passed
into law as the National Transportation Act of 1987, and,
with minor changes, enacted in January 1988.

The Act introduced in Southern Canada an environment
akin to that of the US since 1978: i) it repealed regulation
defining carrier roles and it authorized new or existing
airlines to acquire licences for any type of service, route
and aircraft; ii) it allowed carriers discretion over.farES
without CTC approval. However, unlike the US, the National
Transportation Agency could disallow ‘unreasonable’ fare
increases in non-competitive markets; iii} mergers and other
transactions came under the jurisdiction of the General
Competition Act of 1984. In 1989, the government began the
privatization of AC, thus removing any ‘supposed’ advantages

af this carrier over private ones.

2.7.i. Market Structure.

In Canada, the phase of liberalization preceeding the
legal derequlation gave Canadian airlines warning of the new
pnlic*hand time to adjust to the new conditions, with the
American experience as a model.

In 1984, the two major carriers maximized the benefits
of the reforms by structuring.their domestic route patterns

inté ‘hub-and-spoke’ systems and by buying or establishing
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equity in regional and local carriers to feed traffic into
these networks. In 1984 CP acquired EPA and in 1986, it
acquired 204 of Air Atlantic and a 99% holding in Nordair,
resulting in a formal merger the next year.

With deregulation approaching,.new changes followed
that drastically changed the market structure.

In 1986 CP was bhought by PWA and the merger took place
in 1987 under the trading mame of Canadian Airlines
International (CAIL). As a product of an earlier merger
with Nordair, this gave CAIL a 357 interest in Quebecair
(now Inter—-Canadian). Still, in 1986 Air Canada obtained
759% of a holding company owning Air Ontario and Air Austin.
It also acquired Air BC, 49% of Air Nova and 794 of Air
Alliance. Both CAIL and AC, by acquiring these local
carriers, ensured a strong network of regional feeders
serving their major hubs. Thus if in 1984 there were two
national and five regional carriers, in 1984, two carriers,
AC and CAlL, dominated the market. Wardair, which was
gradually becoming an important third force, in 1989 was
taken over by PWA Corporation. Overall, in the short term,
deregulation seems to have benefited the major carriers,
and, with the exception of the absence of entry of new
carriers with innovative practices,®” it created an
environment quite similar to the USA.

in 1987, both AC and CAIL initiated their own ’'frequent

flyers’ programs and Jjoined to establish a single computer
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reservation system.®® [n 1990 they also developed
marketing alliances with US and international carriers to

protect and develop their market.

2.7.ii. Rates and Fares.

Liberalization of prices in Canada began in 1978, with
the amendment to the Air Canada Act. At first the major
carriers introduced ‘Charter Class Canada’ and discount
fares=® on transcontinental and_high density markets
within Canada, with some travelling restrictions that over
time became less restrictive.

In 1979, with the removal of the capacity restrictions
on CP's transcontinental service, the two major carriers
offered 'seat sales’ and deep discounts on most competitive
routes across Canada on a 'capacity controlled’ basis. The
introduction of ‘Skybus’ by CP, offering one-way reduced
fares and no advance-booking requirements on overnight
flights between eastern and western Canada, initiated a
period of unfettered competition and fare-wars in the
industry. 1In 1981, Air Canada cut the standard coach fare
by 35% and in 1982, by 50%. In 1982, with all carriers
operating at a loss, the CTC prohibited one-way fare
reductions and put restrictions on discount tariffs.’
However in 1984, the New Air Transport Policy reversed these
guidelines. It removed most restrictions onlreduced fares

and gave airlines more freedom to set lower fares.
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In the post-1984 gears, from 1984 to 1986, price

competition was mostly used on competitive routes resulting,
as in the US, in a ‘two-tier’' pricing pattern. Haowever in
the following vyears, CAIL, AC and Wardair, which at this
time was given freedom to compete with the national airlines
on high-density routes, began intense price competition and
‘fare-wars’ to acquire a larger-market share. Although in
1989, after CAIL took over Wardair, most alr fares
increased, the 1990 recession produced new fare wars among

AC and CAIL that led both carriers into financ.ial losses.

2.7.iii. Labour and Management.

In Canada, with the exception of a few charter
companies, such as Nationair and Transair, there was no
entry of low cost carriers to undercut labour costs of Lhe
sort that had occured in the USA (Baley and Williams 198t).
Likewise, there never was any mutual pact among these
carriers to counteract the power of unions. Although the
impact of deregulation on labour has so far been unclear
(but this project is going to shed some light on it) the
actual structure of the market suggests a favorable
situation for labour. However, the sharpening of market
forces after 1984, the fare wars and their impact on the
carriers’profits may have stiffened the orientation of
management to cut labour costs in order to stay competitive

and to provide for growth opportunities (Jordan 1987).
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2.8. THE SYSTEM OF LABOUR RELATIAONS IN CANADA.
2.8.i. Governmental Labour Relations.

Public transportation fall under federal labour
relations regulation, governed by the British North America
fct, the Industrial Relations and Dispute Investigation Act,
later superseded by the Canadian Labour Code. Thus, private
collective bargaining principles and procedures apply.

The Eanadian Labour Relations Board (CLRB)} is charged
with certification and mediation functions. Representation,
as in the US, is governed by the majority rule and the
‘eraft or class’ principle. In mediation matters, the
parties are first required to bargain directly. If they
fail to reach an agreement, the Canadian Labour Code, in
contrast to the situation in the US, requires compulsory
conciliation or third party assistance before they can turn
to ‘self—-help’. Under federal statutes the Minister of
Labour may appoint a conciliator and, in the absence of an
agreement, & Conciliation Commissioner or a Conciliation
Board., If these officials fail to solve the dispute over a
specific time period, the parties will be in a legal strike
or lockout position after 7-days from the Minister's
decision or from the release of the Conciliation report.<4®

Contract interpretation or ‘rights’ disputes are
usually resolved by arbitration as specified in individual
contracts. In all cases, arbitration is binding upon both

parties.
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2.8.ii, Government Safety Regulations.

Safety regulations are handled by the Minister of
Transport (DOT). The Department controls all safety aspects
of the industry including those related to labour relations,

and these are similar to those applied in the US.

2.8.iii. Government Economic Restraints and Legislation.

The Canadian government, in the name of the public
interest, has often dealt with national emergencies by
enacting special legislation, either in the event of strikes
that paralyzed ‘essential services’ or in wage settlements
that were deemed detrimental to the country’'s economic
stability.

In the first case, the special geography of Canada, its
distances and dispersed economic centers and the monopoly of
Air Canada in transcontinental markets unti} the late’19705,
made air service an essential public service, since a strike
could cripple the whole country.

in the second case, the government intervened, through

direct legislation, to cantrol inflationary trends. In

December 1975 it passed the Anti-Inflation Act, which lasted

3-years. In 1982, it passed the Public Sector Compensation
Restraint Act which subjected all federal employees to a

maximum &7 wage rise in the first year and 9% in the second
one, oﬁ all new and existing agreements negotiated by public

service unions.

K
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2.9. UNION AND MANAGEMENT ORGANIZATIONS.
2.9.i. Airline Unions.

The pilots were the first craft to organize. In 1937,
shortly after the creation of the crown carrier, the
Canadian Airline Pilots Association (CALPA) was formed, and
by the end of the war it was certified as the official
bargaining agent of pilots.

Mechanics were the second group to organize and they
Joined the Airline Mechanics Association (IAM).

In 1948, the Canadian Flight Attendants Association was
afficially certified and by the late 1970s it represented
the flight attendants of most carriers.<*

In Canada, in contrast teo the US, there has been a
continuity in labour organizations for most crafts.

Pilots from the start, have been represented by CALPA,
mechanics and related personnel by the IAM, flight
attendants by CALFA and passenger agents by the Air Line
Employee Association (ALEA) or the Brotherhood of Railway
and ARirline Clerks (BRAC). In the post-regulation years,
the association of flight attendants merged with the
Canadian Union of Public Employees (CUPE) while passenger
agents moved to the Canadian Automcbile Workers (CAW).

Like their US counterparts, mast of these unions leave
ctollective bargaining to the executive council which
bargains with single carriers on an ndependent basis,

competing with each other over wages and benefits.
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2.10. SUMMARY

This description indicates that state intervention into
the economic affairs of the industry and the system of
labour relations exhibit certain similarities but also
country-specific variations.

The review of regulatory policies, suggests that, in
both countries, route and fare regulation established a
product market free of most competitive pressures.
Regulation, by protecting designated carriers, their
markets, and their profits from the vagaries.nf the business
cycle, by promoting competition based on service rivalry and
technological innovations rather than price, and by ailowing
labour costs to be passed-on intoc higher fares, may have
decreased the carriers’'resistance to labour demands and
raised the power of organized labour.

This review of the system of labour relations suggests
that, while both countries exhibit the same systea of union
rebresentation, based on the ‘craft’ pr ‘class’ principle,
some legislative conditions, different market environments
and the existence of a crown carrier, may have produced
different bargaining outcomes.

In the US, the size of the industry and the variety of
private carriers providing complementary and competitive
services resulted in minimum government intervention in
labour dispute and during economic crisis. Furthermore, the

decentralized system of bargaining under the RLA, by
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prompting a great deal of inter-union rivalry with unions
competing to represent occupational groups and at the
bargaining table, may have helped to escalate labour’'s wages
and benefits.

In Canada, the situation is just the reverse. The
presence of a government owned carrier as an internal
regulator, while it may have politicjzed the process of
bargaining also inhibited the formation of rival unionism.
Moreover, the role of the state in intervening to control
inflationary trends may have further restrained the power of
unions.

The next section reviews these country-specific
variations and how they may differentiate and affect the
aut:bmes of collective bargaining, especially in the context
of change from a regulated to a market driven environment.
It also outlines some hypotheses for testing and discusses

the research methodology and data to be used.
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NOTES TO CHAPTER 2

1. CAB's approval of these agreements exempted the carriers
from the provisions of the anti-trust laws.

2. A study of the degree of competition among the 100
largest city pair in 1959 and 1978 indicates that where 72%
of the largest domestic city pair were either one or two-
carrier dominated in 1959, &5% fell into that category by
19783 those dominated by three or four carriers rose from
26% in 19959 to 337 in 1978 (Biderman 1982).

During recessionary years, with the airlines suffering
financial problems and excess capacity, the CAB certified
fewer carriers in only few markets and it used the merger
process to stabilize the industry. In the 1960s, several
mergers occured: Chicago Southern-Delta (1960), Colonial-
Eastern {1960}, Mid Continent-Braniff (19&0), Capitol-United
(1962). In the 1970s, with the airlines phasing-in the
newly widebodied B-747s and the onset of the recession,
which created overcapacity and financial losses, it allowed
capacity reduction agreements among carriers, mergers
(Northeast-Delta} and a ‘route-moratorium’ on all route
applications, renamed in 1973 ' fuel saving agreement’.
(Berhman 1980:88-%20; Brown 1i987; 0O'Connor 1989:24).

3. During the recessionary years of 1971-1978, a total of
15 general fare increases were awarded compared to only 2
during the preceding 10-years period (Biederman 1982).

4. In 1933, the National Labour Board ruled (Decision 83)
that pilots should be paid by a complex formula that
embodied both mileage and hourly pay and limited maximum
monthly flying to B85 hours. Because the hourly rate
increased as the speed of the aircraft rose, it granted
pilots a great share in productivity gains due to improved
aircraft technplogy. In later years this formula was
improved to include also aircraft weight. For a detailed
description of Decision B3 refer to Baitsell 19646:31;
Hopkins 1971:ch.7.

5. When the railroad industry was in deep decline, Congress
adopted the policy of treating transportation employee
relations differently from other industries. A variety of
labour protective provisions (LPP) were legislated after the
passage of the Emergency Railroad Transportation Act of
19233. When this law expired, unians kept alive these
devices. Subsequently, the Interstate Commerce Commission
has continuously applied them during leases of one carrier’'s
facilities, abandonments, etc., and these have served as
model in the airline industry. For an estimated cost of LPP
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in the air industry and how these provisions benefited
various classes of employees refer to Northrup 1987.

6. Labhour protective provisions were first applied in the
merger of Capitol with United Airlines in 19462 and of Mohawk
with Allegheny {(now USAir) in 1972. For the Board’s rcole in
labour-management disputes during the period 1940-1950, see
Kahn 1952; for the integration of seniority lists prior to
derequlation, see Mater and Magnum 1963.

7. The 1975 Report of the CAB on Regulatory Reforms; the
Ford Administration’'s proposed Aviation Act of 19753 the
Hearings of Senator Kennedy during 1975; the appointment of
a pro-deregulation charman at the CAB, A. Kahn, and the
report by the General Accounting Office in 1977, all of
these were important political events favoring deregulation.

8. The Board abandoned its policy of protective entry
control based on comparative selection among competing
carriers and it began to grant route authority to all “fit’
applicants without any need to justify it in terms of
traffic and revenue.

?. Merger approval authority was originally transfered to
the Department of Justice, effective January 1, 198S5.
Subsequently it was decided to transfer it to the DOT.
According to the DOT, both it and the Department of Justice
‘generally opposed’ this transfer (Keyes 1988:73%).

10. To show the difference in operating costs between the
trunks and the new carriers, an internal TWA study showed
that while TWA costs per seat mile were roughly .10 to .13
(cents), these were six cents for Southwest and People
Express Airlines (Wall Street Journal, Oct. 13, 1983:23).

11. Under these programs, travelers enrol in the program of
one or more airlines and become eligible to ‘earn’ future
free or reduced fare travel in proportion to the amount of
mileage they built up on trips with these carriers. Usually
passengers favor large airlines because it is easier to earn
bonuses due to their extensive route network. New and
smaller carriers are thus placed at a disadvantage because
they serve fewer cities compared to Major carriers and a
lesser number of attractive vacation spats that most
passengers look forward to as a reward. These programs act
as ’'barriers to entry’, and are thought to have played a
large role in the trend back tc oligopoly.

12. American Airlines’ Sabre and United Airlines’ Apollo
are the largest computer reservation systems and together
account for 80Y% of the domestic market. While these systems
make reservations simpler and allow the airlines to adjust
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capacity, discount fares etc. according to seats
availability, they are also open to abuses. Accusation of
bias in favor of the host carrier have been frequent. For
instance, the system can present informations in such a way
that the parent airline’'s flights are favoured. In
addition, the parent airline can get informations on the
demands for rivals’ services booked through the system.

13. Braniff became the first carrier to seek employees
concessions. During the early years of deregulation,
Braniff quickly expanded and leased planes at high costs
just before the fuel crisis. Although in 1980, it ousted
its management, cut back in routes, sold planes and all
unions agreed to a 10% pay reduction, in May 1982 it ran out
of cash and filed for bankruptcy. On the other hand, the
biggest upheaval to traditional collective bargaining in the
industry emerged from Continental. This carrier faced with
low cash reserve, a IAM strike and upcoming negctiations
with the other unions, it resorted to an opening in the
bankruptcy law. This allowed Continental to abrogate costly
union contracts and resurface as a low cost airline
(Northrup 1983:175).

14, Inter-carriers affiliation between major and commuter
airlines benefits both carriers. Long-haul carriers get
feeder service without establishing their own operations.
Feeder airlines get sales, operational support and the
prestige of the larger airline since, in the computer
reservation system, their flights are indicated with the
code designator of the larger carriers. The legality of
this procedure has been appealed by independent aperators
however the CAB and the DOT have refused to outlaw it.

15. Fare raises of 104 were allowed in markets served by
four or more carriers; 5% in those served by two or three
and & maximum of 5% for 58 days, each year, in monopoly
markets.

14, Fares are established within a 'broad spectrum’ of
costs. These include marginal, variable and fully allocated
costs. At marginal cost, the problem is how to price an
empty seat on an already scheduled flight. Since the basic
costs are not affected, its cost is almost zero. Thus any
revenue is preferable to none. The variable cost is the
next level of cost recovery and it is the cash out of pocket
operating costs (meal, extra fuel, etc.). In this case,
fixed and overhead costs are not likely to be affected if
the flight operates or not. Thus pricing related to only
variable costs is sometimes more acceptable than grounding
the aircraft and keeping other . resources underutilized. The
fully allocated costs, seek recovery of all costs.
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17. To keep track of discount fares, most carriers set up
‘'yield management programs’ and increased sales statf due to
reservation overwork. Bailey and Williams (1988) report
that in 1978 Delta’s tarif department had 27 emplovees, by
1984 Delta‘staff had grown to 147 employees monitoring
70.000 fares offered by Delta and its competitors, with the
goal of optimizing some 5000 price changes per day.

18. The plan granted temporary federal assistance aid in
the event of a 15%4 or more reduction of the labour force.

1t gave also workers employed on/before October 24, 1978,
and laid-off after four years of employment with a certified
carrier, hiring rights to any airlines seeking new labour.

19. These cases concerned the control of Western Airlines
by AFSI; the acquisition of Seabord by Tiger International,
Airwest by Republic and Naticonal by Pan-Am.

20. This is evident in the passage of Decision 83 and its
enforcement in two legislative actts. Furthermore in 1932,
following the competitinn for air-mail contracts which led
to the Capitol Air pilots strike, Congress put the air
industry under the Norris-LaBuardia Act. This Act asserted
the rights of workers to join unions, declared ‘yellow dog’
contracts illegal and put limits on the power of the courts
to issue injunctions against unions. Baitsell (1966:33)
notes that part of ALPA success in the legislative area can
be explained as a reaction of Congress against the carriers'’
collusive agreements that made necessary to include Decision
83 in the new Act.

21. Some argue that the vigurous competition and different
operating systems (e.g. costs, routes, equipments,
investments and debts) have inhibited the development of a
multi-carrier bargaining or that unions found this pattern
of bargaining more advantageous. Though these reasons are
valid, single craft unionism has always been favored by the
RLA and CAB interpretation. In the RLA statute no reference
is made to multi-umit bargaining, while the CAB has always
considered multi-bargaining as being detrimental to the
public interest, since this could have resulted in nation-
wide strikes. Thus it has always ruled against imposition
of it on any party involved in negotiation.

22. In 1945, a number of carriers formed the Airline
Negotiating Conference to reach a collective settlement over
ALPA demand to revise Decision 83 following the introduction
of larger planes. This attempt proved useless since ALPA
refused to bargain with the industry (Baitsell 1%66).
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23. In 1962, ‘supplemental payments’ were added to
‘windfall profits'. Under this provision, if ‘windfall’
payments were insufficient to cover 23% of the struck
carrier’'s ‘normal operating expenses attributable to the
operation shutdown’, each pact member was legally bound to
provide up to .5% of their revenue of the previous year.

In 1970, the level of supplemental payments was
increased to 50% of the normal operating expenses during the
first two weeks of the strike, the rate declining to 35% at
the end of the 4th week of the labour dispute.

In 1978, the pact was amended after two questionable
strikes at Northwest Airlines (in 1970 the Brotherhood of
Railway and Airline €Clercks striked for 140 days and in 1978
ALPA for 109 days) which absorbed a considerable share of
payment and benefits of the member carriers (Kahn 1980:354).
Payment for struck carriers was lowered to 35%Z of operating
expenses for the first two weeks. Thereafter, the amount of
payments was lowered and no payment was made after the tenth
week of walkout. Only ‘windfall’ payment would continue
beyond that period and for the duration of the strike.

24. In 1973, ALPA legally challenged CAB approval of the
MAP on the ground that it wviolated national labour policy,
namely the RLA, the Antitrust law and the publi:c interest.
The case was dismissed because of lack of evidence that
employees welfare had been eroded by the pact.

25. The period 1958-1970, with the introduction of the new
jet aircraft and the expansion of commercial aviation, was a
tough period for the industry and labour relations. During
these years, which saw the simultaneous introduction of the
‘jets’ and the enactment of the MAP, there was an increase
in the number and in the duration of strike actions.

Puring the MAP period, 1958-1%970, there were 59 major
strikes lasting 2.198 days and averaging 35.5 days versus 38
strikes, with a duration of 575.5 days, averaging 15.1 days,
before the MAP. While, during these 12 years of the jet age
and MAP, strike activity significantly increased, it is hard
to separate the single impact of the introduction of the jet
aircaftt and the MAP (Wells 1984:426-428).

258, For a debate on the merits of the MAP, see Northrup,
and Unterberger and Koziara 1977:364-379.

27. The government, after attempts to have the two major
railroads, Canadian National and Canadian Pacific, build a
national airline, and believing that the low traffic density
of most canadian centers would inhibit the development of a
complete private system of air transportation, in the mid-
1930s set up a regulatory system for the establishment and
development of the Crown Corporation, Trans Canada Airline.
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28. The Board in 1943 awarded the Vancouver-Victoria route
to Canadian Pacific against the government preferential
policy of developing Trans Canada Airways network. This
decision was later reversed by the Minister in favor of TCA.

29. The Royal Commission of 1761 was primarily concerned
with surface transportation and the financial problems of
the railroads in the face of increased competition from the
trucking industry. Neverthless the Commission placed most
of the blame on the failure of private and public agents to
adjust to the realities of competition.

30. See Stevenson (1987): chapter seven and eight.

31. In 1966, CPA was allowed to gradually increase its
market share until it reached 25% of the total
transcontinental capacity in 1970, subject to some
restrictions concerning °‘turn—-around points’.

32. Pacific Western (PWA} was awarded routes within British
Columbia and western Alberta; Transair, the Prairie
provinces and northwest Ontarios Nordair, the reminder of
Ontario and northwest Quebec; Quebecair, all of Quebec east
of Montreal; and Eastern Provincial, the Atlantic provinces.

33. The most prominent local carriers which emerged in the
mid~1970s were: In Ontario: Austin Airways, Bradley Air
Services, Great Lakes Airlines (Air Ontario in 1982),
Atonabee Airways, FPem—-Air, Torontair and Norontair. In
British Columbia: Air BC (after absorbing 7 minor carriers),
British Columbia Airlines, Nanaimo Airlines and Time Air,.

In Manitoba and Saskatchewan: Norcanair, Perimeter Airways
and Calm Air. In the East: Quebec Aviation, Atlantic
Central Airways and Air Creebee. In the Northern regions:
TransNorth Turbo Air and Northwest Territorial Airways.

34. These carriers developed in 1920 to exploit the natural
resources of the northern hinterland. In the 1950s, they
increased in size and number as they were used in the
installation of the Distant Early Warning Line of radar
(DEW) to warn in cases soviet bombers crossed Artic Canada.
By the time the DEW line was completed a serie of mergers
thinned the rank of these carriers and the surviving
carriers became the regional airlines. For a geneology of
Canadian carriers refer to Statistics Canada 1986:30~31.

35. Lloyd Axworthy, the then Mirister of Transport, to
reduce the potential for regulators to be ‘captured’ by the
regulated, ordered employees of Transport Canada and the Air
Transport Committee to give up their free air travel passes.
He also requested the ATC to hold public hearings on fare
policies and an interdepartmental task force to examine the
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possibility of a US style derequlation. No consensus
emerged. At the ATC hearings, the major airlines and the
ATC officials arqued strongly against open entry and
unregulated prices. They all favored controlled competition
over fares and entry. Consumer and Corporate Affairs Canada
and most academics largely favored deregulation.

36. Northern services or to remote areas broadly
ctorresponding to a line stretching from the 55th parallel on
the Pacific coast to the 50th parallel on the Atlantic
coast, were still to be regulated for social reasons.

37. Byrnes (19895) argues that sudden regulatory reforms
open a temporary window for new entrants which is soon
closed both by the response of the aofficial carriers and the
services offered by the new entrants. In Canada, this
opportunity seems to have been closed since the existing
airlines had time to adjust to the new environment.

38. Air Canada formerly °‘Reservec’ system dominated the
market with 85% of automated travel agents linked to it,
while CAIL’'s ‘'Pegasus’ covered only 15Z. In 1987, the two
carriers combined their systems to form ‘Gemini‘’ which in
1990 was used by 904 of travel agents (Button 1990).

39. In May 1978, Canadian Pacific introduced ‘Courier’
fares and in June 1978 Air Canada followed with 'Nighthawk
fares’ for night flights across selected points in Canada.

40. Many practitioners claim that this automatic sequencing
has often been seen by unions as a major hurdle to overcome
before serious bargaining could take place, since a legal
strike could not occur until the conciliator handed down its
report (Craig 1983}.

41. CALFA started organizing drives to represent cabin
personnel of all Canadian airlines. Canadian Pacific
AirLines’ flight attendants joined CALFA in 1951; Pacific
Western, in 1959; Transair, in 19623 Wardair, in 1971; Breat
Lakes Airlines (renamed in 1982 - Air Ontario), in 1974.
Nordair attendants joined the IAM, however in 1977 they
became represented by CALFA (Newby 1984).
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CHAPTER THREE

RESEARCH ORGANIZATION
ISSUES, HYPOTHESES AND METHODS

3.1. INTRODUCTION

This chapter is divided into two parts. The first
section (3.2) outlines the major elements emerging from the
debate on the effects of regulation on the employment
relationship and ties them to the institutional and
legislative provisions specific to each country.
Afterwards, it proposes some possible predictions with
respect to how their combined effects may influence and
differentiate labour outcomes in the context of change from
a regulated to a free market environment. First I present
bypctheses to be tested that are specific to each country.
Then 1 present hypotheses dealing with inter-country
differences.

The last section {(3.3) describes the research process,

the methods and data used in the study.?*
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3.2. REGULATION AND LABOUR RELATIONS: ISSUES AND HYPOTHESES.
Parts 3.2.i. and 3.2.ii. review the major issues and
put forward some hypotheses for testing concerning the
effects of regulation~deregulation and labour relations on
bargaining outcomes in the US and Canada respectively. Part

3.2.iii. proposes inter-country hypotheses.

3.2.1. The UNITED STATES.

In the US, labour relations in the airline industry
were influenced by the system of routes and price regulation
and labour protective provisions enforced by the CAB,
representation based on single bargaining units and pattern
bargaining under the control of the RLA, and inter-union
competition. Moreover, the macro economic and political
context would also have affected labour outcomes.

The previous account aof regulation in the US revealed
that the system of economic regulation was initiated by the
Federal gavernment with the aim of developing a network of
reliable and safe air transportation and it appears that it
was influenced by a configuration of politically effective
interest groups, including organized labour.

The pilots‘union (ALPA), from its inception, used its
economic and political power to profit from the government's
distributive function, and in promoting the organization of

the industry. Historically, it was through ALPA's lobbying
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that Congress legislated CAB enforcement of decision 833
placed the industry under the RLA; obliged CAB to make route
award conditional on carriers’ compliamce with the
provisions of the RLAj; and included within the CAB statutes
various labour protective provisions modelled after the

railway industry.

The review of regqulatory policies indicated that the
route and price policies, enforced by the CAB, protected the
industry and its employees from major ecconomic contractions
and commercial transactions {(mergers, inter-carrier
agreements), which were crucial to the well-being of the
industry, and established a product market free from most of
the competitive pressures faced by unregulated firms.

It was also claimed that CAB policies reflected the
changes of the business cycle (Behrman 1980; Brown 198&:
Derthick & Quirk 1985). The CAB barred the entrance of new
tarriers and enhanced competition among the trunklines when
times were good; it protected the industry and single
airlines from harmful competitive practices and provided
policies of price support, during economic downturns. This
means that labour was in an advantageous position most of
the time.

When the economy was sound, due to the firms’' ability

to pay, labour could use its economic power to have its

Bl
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demands met. During these times, with the introduction of
new technologies, expanding product and labour demands, and
no entrance aof low-cost carriers to depress prices, unions
could certainly obtain wage rises, fringe benefits and work
rule concessinns‘without much affecting the employment
level. For the carriers, as long as planes were full, wage
rises and work rules could easily be met by price increases
or through the productivity generated by the new aircraft
without greatly affecting product demand.

During recessignary times, with an oversupply of seats
with respect to demand and capital debts, carriers may have
been more resistant to wage increases in the absence of
output or employment adjustment. However, if CAB pricing
pelicy allowed the industry to recoup wage rises by rate
increases, the firms had little incentive to resist labour
demands. Thus, even during recessions one would expect
relatively high wages, without much employment loss.

In addition, the inability of the industry to stockpile
inventory, the difficulty of regaining losses after strikes,
and the absence of price competition = all of these factors
seem to have reduced the firms’'resistance to labour demands.

An important question is, how much could carriers count
on a full recovery of wage increases and what were the
effects of the carriers’ Mutual Aid Pact (MAP) and of wage

and price controls enacted over the years 1971-1974.
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Most ob§ervers indicate that compensation was very much
automatic and rates covered most losses (Breyer 19823 Bailey
et al. 1986).2 As to the effects of the MAP and of wage
and price controls, it apperars that the Pact had only minor
effects™ - mostly salvaging weak carriers from aggressive
union tactics - while the effects of the legislative
controls are dubious — since an explosion of wage increases

occurred at the end of the controls.

It was also argued that the system of regulation
created incentives for a decentralized bargaining structure.

The ‘class or craft’ certification and the ‘carrier-
wide’ bargaining provisions under the RLA, contributed to
the highly fragmented bargaining structure which, in a
multi-carrier context, led to inter—~union competition. This
is thought to have helped to escalate labour demands since
it increased the incentive of one union to ocutperform others
at the bargaining table to keep or expand their
membership.¢ Furthermore, the historical reliance on
pattern bargaining appears to have been an important force
in transmitting contract change within the industry (Ross
17248; Khan 1980; Northrup 19833 Cappelli 1987; Craypo 1984).

Thus, if +egulation protected employment, labour had
little to lose from increasing labour costs and, through

pattern bargaining based on within-industry comparison and
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‘whipsawing’ techniques, these could be spread to the

industry’'s labour force.®

This review of the combined effects of regulation and

labour relations suggests the follaowing hypotheses:

l.i. If requlation rendered employment relatively stable
during the regulatory period, wage increases in_ the

trunklines should have been higher than in comparable

unrequlated industries.

l.ii.Furthermore, through pattern bargainin wages,

benefits and work rules should have been uniform across

firms.

Derequlation was introduced over a four-year period,
1978-1983. Between 1978-1981, the Board gradually
relinquished its authority over routes, while control over
fares ended in 1983. From the start, the previcus rate
regulation which allowed labour costs to he passed on in the
form of higher fares on a uniform basis, was replaced by a
formula which limited upward fare rises. excluded labour
costs while it left price decreases unlimited. The Mutual
Aid Pact and Labour Protection Provisions were eliminated
and although labour was protected through a special

protection plan, this was never applied. In 1984, the CAB
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was eliminated and some of its functions (mergers, subsidies
and alike) were transferred to the Depariment od Transport
until 1989, when the industry became qoverned by market
forces.

If the system of price support and route protection
enforced by the CAB, the fragmented bargaining structure,
and pattern bargaining, led to both the transfer of rents to
organized labour and inefficient work rules, this suggests
that in a2 deregulated market, with price and entry
competition, firms should have become more efficient in the
use of the factors of production, including labour, and have
aligned costs more closely to those of firms operating in a
free market environment.

In a competitive market lower labour costs become a
prime competitive element among firms. When the economy is
boeming, wage rises can be passed on through increases in
product prices, although lower costs also mean lower fares -
a competitive edge over the competitors - thus higher
profits and opportunities to expand. 1In hard economic
times, firms cannot pass—-on wage rises in product price
increases, since this would prompt a drastic reduction in
sales, unless commensurate employment and productivity
adjustments are made. _

Moreover, a fragmented and decentralized bargaining

structure in a competitive environment becomes highly
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disfunctional for unions. Bargaining outcomes, without the
enforcement of industry-wide contracts, become sensitive to
the forces of competition and the performance of individual

carriers, specially during economic downturns (Commons 1909;

Cappelli 1987).

A review of the effects of deregulation on the industry
suggested that they varied according to the fluctuations of
the business cycle and the competitive pressures of the
market place. This evidence suggests that a changing
product market and the economic cycle should be crucial for
the labour force and affect bargaining outcomes in a
different way than they did under the protection of
regulation.

Between 1978-1980, the pattern of oligopoly pricing
prevailed in most markets while carriers fiercely competed
to keep or expand their previously protected high density
routes. At this time, the high level of unionization and
the carriers’ rivalry should have increased union bargaining
power even further, since any strikes could have driven
airlines ogut of the competitive race, without the benefits
of the MAP. Thus, the old pattern of bargaining outcomes
should have prevailed.

This situation changed in the subsequent years. From

1981 to 1983 the industry was beset with a deep recession
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and the oil crisis in & super-competitive environment.
Without the CAB's protection, two trunmklines went bankrupt
while the others, encumbered with excessive capacity and
competition from low-cost new entrants, incurred profit and
market share losses. These losses, while partly related to
the economic crisis, were also the result of a differe:at
product market which enhanced price rather than service
competition. In these years, fares were set according to
the competitiveness of routes with larger carriers matching
any low fare and engaging in fare wars to cut down
competition.

In 1984, as the economy improved, the surviving former
trunks began to consolidate and protect their markets
through indirect entry barriers, ‘hub-and-spoke’ operations,
aguisitions and alliances with feeder airlines and mergers.

in 1988, these developments restored the pre-
deregulation concentration with a few mega-carriers
dominating the industry. However, in the early 1990s, the
airline industry had not yet attained a stable structure.
The recession of the 19905 revived the intense rivalry among
carriers and led to a series of fare wars. These initiated
by ‘strong’ carriers to weed out weak competitors, spread
throughout the industry and eventually will affect labour

outcomes.
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These events must have put labour in a very different
position than it enjoyed under regulation. In the
recessionary years, 1981-1983, with market and profit
losses, ‘fare-~wars’, and with employment no longer
protected, unions must have had to face the wage-employment
trade-off, or to trade concessions for jobs and work-rules.
Thus, wages should have become vulnerable to market
pressures, the firms® economic performance, and tactics
aimed at reducing average costs. This is even mare true in
a service industry characterized by high capital or fixed
costs and with labour or variable costs absorbing the
highest share of operating expenses.

The years 1984-1984, despite the cyclical upturn, may
not have benefited unions. The carriers, faced with new
challenges to expand in a price and cost sensitive
environment, should have looked at the advantage of lower
labour costs and flexible work rules to stay competitive and
to provide for growth opportunities.

This suggests that if during the regulated period
organized labour captured supra-competitive earnings, at
this time carriers should have behaved more as profit-
maximizers and ‘tough’ bargainers in an effort to profit
from the freedom produced by deregulation. Thus, firms
should have been very resistant to wage rises unless these

were traded off with adjustments: employment, output (in the
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form, in particular, of work rule changes}), and fringe
benefits. Alternatively, the carriers could have used their
resources to fight unions.

The concentration of the industry after 1986 detreased
competition and stabilized fares. Competition is between
pre~deregulation carriers with similar cost structures and a
uniconized workforce. This situation should have enhanced
the position of labour, It also should have led to an
increase in labour earnings and, due to the concentration of
the industry, to a narrowing of inter—firm and within-
occupation wage dispersal. However, if this occurred,
whether it will last will depend on the business cycle, its
effects on the carriers performance and price behaviour, as
well as on the ability of unions to take wages out of

competition.

These observations suggest the following hypotheses:

l.iii.]In the yvears 1978-198C, the previous pattern of

bargaining should have prevailed. Whereas,

l.iv.during 1981-1984, labour outcomes in the industry
should have been characterized by:

a) a downward shift in the rate of growth of earnings.

b) areater inter—-firm and within-—-occupation waqe
dispersal.
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c) a _trade-off between wage increases and pgutput-—

employment adjustments.

d) a_decrease in the high wage differential in the

trunk lines relative to the pther industries,

l.v. From 1986 to 1990, there should have been a

narrowing of inter-firm and within—-occupation wage

dispersal, as waqes should have equally increased

across firms.

This emphasis on economic variables has de-emphasized
the bilateral nature of negotiations and institutional
forces (union-structure and organizational characteristics}
which may affect each craft’'s ability to resist deregulatory
competitive pressures.

The industry employs labour with a variety of skills,
some specific to it, others with alternative fields of
employment. Although unionization is high and representation
is fragmented, this fragmentation varies by occupation, and
unions vary in structure and membership (occupation—based ar
with differentiated membership}. These elements may have
further influenced the effects of product market on
bargaining outcomes.

Unions with occupation-based membership, skills
transferable ocutside the industry, and a centralized

structure, such as the IAM which represents mechanics, have
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always aimed at maintaining a standard wage rate and they
have always been resistant to concessions.

Carrier-specific unions with a decentralized structure,
such as pilots and flight attendants, are more vulnerable to
the firms® demands for concessions. However, unions’
concessions are contingent on the extent to which their
members face real employment threats and/or future
guarantees of employment growth and/cr restoration of wages
to the pre—-concession level (Cappelli 1985).

This suggests that:

l.vi.Mechanics should have been relatively immune to

concessions, unless economig contractions threaten job

security.
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3.2,ii. CANADA: issues and hypotheses.

In Canada, the system of labour relations has been
influenced by the following: the social and political role
of the crown carrier, Air Canadaj; a highly interventionist
regulatory body with respect to routes, schedules and
capacity; representation based on. single bargaining units
and pattern bargaining apparently based on the government
carrier; and a significant government involvement in the

bargaining process.

The description of the regulatery process in Canada in
the previous chapter indicated that regulation in Canada was
instituted to provide a system of air transportation as well
as to serve broad social and political goals. Hence, overall
it has been used for the attainment of ‘equity’ rather than
‘profit’. To this end, it has constantly benefited the
public carrier at the expense of private enes. Throughout
the period of regulation and until 1978, the state carrier
had a complete monopoly over central markets and it appears
to have played a2 major role in price setting.

The use of a public firm with social rather than profit
goals should have excluded the appropriation of rents by the
various ‘interest groups’, including labour, (organized
labour never succeeded in having labour protective

provisions legislated into the affairs of the regulatory
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body}. Nevertheless, the route and price protection
policies enforced by the the ATB and later the CTC, and the
incorporation of labour costs into higher fares, appear to
have protected the industry and its employees from the
negative effects of economic downturns and te have sheltered
them from the competitive pressures common to unregulated
markets, Furthermore, labour may have benefited also from
the politics of regulation, both by relying on the role of
the state as an employer and by politicizing the negotiation
process. The dominance of Air Canada aover the national
territory until 1978 meant that strikes could cripple the
wheole country. This would no doubt have put pressure on the
government to settle disputes and thus to influence
bargaining outcomes. These settlements, through pattern
bargaining, could then spread to the whole industry’s labour
force.

If economic requlation and government ownership
increased the bargaining power of labour, the government
legislative interventions in the economy to deal with
national emergencies and to control for inflationary trends
(the 1975-78 Anti-inflation Act and the 1982-84 Public
Sector Compensation Restraint Act) should also have acted as
restraining forces to the power of unions and havé'prevented
high wage settlements,

It was also noted that although representation in the
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industry, based on ‘craft or class’, called for a
decentralized bargaining structure, the small number of
carriers and labour outcomes modelled after the crown
carrier inhibited the development of both competitive
unionism and a fragmented bargaining structure. This
configuration, while concentrating industrial disputes into
the crown carrier, should have made labour relations in the
industry more stable.

This review suggests the following hypotheses:

2.i. From 1960 to 1977, if the absence of competitive

unionism and the government interference into the

barqaining process prevented labour from capturing high

requlatory rents, the rate of wage increases in_ the

airlines should have been similar to that of non-

requlated industries.

2.1i.1f the state carrier set the industry’'standards, the

rate of growth of earnings should have beegn uniform

ACKrOSS _carriers.

From 1978 to 1983, the Canadian government released
some controls over routes and prices and allowed Canadian
Pacific to compete with Air Canada on the high density
routes. Substantial changes occurred only in the post-1984

vears, with the passage of the New Canadian Air Transport
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Policy.

This Act removed all operational restrictions on the
carriers and gave them greater price flexibility. It was
also the first phase of a process to free the industry from
route and price controls and to exciude labour costs as a
basis for setting fares. In 1984, a ‘de facto’' deregulation
took place requiring only some red tape procedures
(objecting carriers had to demonstrate that new services had
potentially serious adverse consequences on their well-
being).

Starting in 1984, the major carriers implemented
marketing and aperational practices, ‘hub-and-spoke’
networks, alliances and acquisition of regional carriers,
which led in 1989, with the passage of deregulation, to two

major firms dominating the market,

A review of the effects of the economic reforms on the
industry indicated that its economic behaviour varied
according toe the timing of the gnvernment policies.

The phase of ‘controlled competition’, 1978-1984, was
first characterized by intense competition and fare wars
between the two major airlines which began to undermine
their profitability. In 1982, under the negative effects of
the economic crisis, the CTC intervened to prote:£ the

industry from harmful competition while the government
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imposed wage and price restraints on the public carrier.
These events must have saved both the carriers and labour
from major losses.

Substantial and gradual changes started in 1984 when
both carriers began to consolidate their market following
the same patterns as in the US. These changes also led to
periodic deep price discounts and fare wars as both carriers
tried to increase their market shares and in an effort to
force Wardair out of the race.

In 1990, with the absorption of Wardair into the PWA
conglomerate, the two carriers, with an extended feeder
network and some ‘hub—-and-spoke’ operations, gained complete

duopoly over the Canadian territory.

If during regulation, the state’s intervention into the
ecaonamy prevented the transfer aof high rent to organized
labour, this means that the impact on labour of the reforms
should have been relatively modest.

In the years 1978-1984, under a system of controlled
competition, the interventionary role of the CTC and of the
government, the previous pattern of bargaining outcomes
should have prevailed, since these policies protected, to a
certain extent, both the carriers and labour from the
harmful effects of unrestrained competition and of the

recession.
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The following years, 1984-1986, with the economic
recovery, there was a movement from the two largest airlines
to consolidate their market. Although this should have
benefited labour, the sharpening of market forces in the
domestic market and competition from the US deregulated
industry should also have pressured carriers to become more
efficient in the use of factors of production and ° tough
bargainers’ in labour relations.

This suggests that to compete in a price and cost
sensitive environment the carriers should have made wage
raises contingent on employment and/or output adjustments.
Al though the presence of a crown owned carrier suggests that
organized labour could still resort to the political market,
its gains could be minimized by the government °‘free market’
policy and the new competition. The reforms, by breaking
the monopoly of Air Canada, also made the country less
reliant on that carrier’s services.

From 1987 to 1990, the absorption of independent
operators by the ‘nationals’ to prevent undercutting prices,
indirect barriers to entry (CRS, hubs and Frequent Flyier
Programs), and competition between two carriers with similar
costs and unionized workforces, suggests that labour should
have once again benefited. However the intense competition
between the two carriers to increase or maintain market

shares, the erosion of Air Canada dominance and the effects
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of the mergers should have made labour more vulnerable to
management concern to trade-off wage gains against

employment reductions.

This outline suggests the following hypotheses:

2.iii.From_ 1978 to 1984, due to the combination of

requlation and government legislation, the previous

trends in bargaining outcomes should have prevailed.

2.iv.From 1984 to 19846, under the sharpening of market

forces, wage increases should have been traded—-off for

output/employment adjustments. However if the pre-1984

monetary controls had limited the transfer of

requlatory rents to labour, the rate of gqrowth of

earnings should have been similar to the rate in other

industries.

2.v. In _the post-19846 period, the creation of a duopoly in

the industry should have led to higher wages. However,

under the pressures of a derequlated market, the rate

of qgrowth of earnings should have been more related to

the carriers’'performance and employment adjustments.
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3.2.iii. INTER-COUNTRY COMPARISON: issues and hypotheses.

This description of the combined effects of regulation,
institutional and legislative conditions in the two
countries, allows the generation of some general hypotheses
about inter-country differences concerning the effects of
deregulation on the employment relationship.

In the US, the combination of the industry’'s economic
characteristics and protective labour laws, competitive
unionism and the carriers’' wvulnerability to strikes,
suggests that unions could have exerted considerable
leverage at the bargaining table,

In Canada, bargaining outcomes seem to have been
influenced by wvarious and contradictory forces. While
econamic regulation, government ownership, and pattern
bargaining modelled on the crown carrier enhanced the power
of unions, the government’'s intervention in the economy
acted as a constraining force to union settlements that
could be deemed detrimental to the nation.

This ocutline suggests that:

3.i. durinng the requlatory period, 1960-1978, the rate of

growth of earnings should have been higher in the USA

than in Canada. This wage gap should have been

increased in the post-1975 vears with the introduction

of monetary controls in Canada.
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In the US, deregulation was implemented in 1978 and in
1983 the industry became fully deregulated. In Canada,
except for some routes and price liberalization, substantial
reforms were introduced in 1984 and a ‘de-facto’
deregulation occurred in 19846. If the previous provisions
differentiated bargaining outcomes in these countries, the
effects of the economic re urms should have varied and these
should have been closely related to the degree of rents
unions were able to capture in the pre-deregulation period.

In the US, if labour benefited from the combined
effects of economic, legislative and institutional
provisions producing a large gap in the air garriers’ wage
rates compared to those of unregulated firms, the removal of
regulation should have made labour very wvulnerable to
economic dawnturns and competitive pressures. The
fragmented and decentralized bargaining structure should
alsn have been detrimental to industry~related occupations
and have made labour outcomes sensitive ta the carrier’s
economic performance and competitive strategies.

In Canada, the hypothesized smaller inter-industry wage
differential relative to the US, the gradualist appreach to
the economic reform that inhibited the entrance of new
carriers, and the lack of union fragmentation, should have
diminished the negative effects of economic downturns and of

the reforms on labour outcomes, relative to the US.
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As previously described, from 1981 to 1984, both
countries were affected by a deep recession. However in the
US the entrance of low cost-carriers and the intense price
competition during the first years of deregulation
introduced sudden changes in the product market and in the
performance of the major carriers. In contrast, in Canada,
the combination of regulation and monetary control on the
crown corporation should have protected both the industry
and labour from the negative effects of the recession, at
least to a certain extent. This suggests a greater wage
dispersal in the US, with earnings becoming more related to
each carrier’'s performance, than in Canada.

In the post-1984 years, with the movement toward
deregulation in the Canadian industry and free market
competition in the US, carriers in both countries were faced
with new aoppertunities to grow but also with a price and
cost sensitive environment that required efficiency and
flexibility of operations. Thus carriers should have become
profit-maximizers to a greater degree and ’tough’bargainers,
making wage increases contingent on employment/productivity
adjustments. This is even more true in a multi-carrier
environment, such as in the US, and if labour costs during
the period of regulation escalated beyond thase found in
unregulated industries.

From 19846 to 1990, the concentration of the industry
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into a few major carriers dominating the markets, and the
creation of new barriers to entry, suggests that bargaining
outcomes should be similar in both countries and presumably
labour should be doing better than in other industries

again.

These observations suggest the following hypotheses:

S.ii.From 1980 to 1983, there should have been a greater
inter=firm and within—-occupation wage dispersal in_the

US than in the Canadian carriers.

J.iii. From 1984 to 1984 the industry's labour force in both

countries should have experienced:

{a) a downward shift in the rate of growth of earnings

relative to the regulatory periodj
(b) a_trade-off between wage increases and employment-

output adjustments;

(c) and these effects should have been greater in the

US than in Canada.

J.iv.From 1986 to 1990, the rate of qgrowth of earnings

should have been similar in both countries and qreater

than in competitive industries.
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3.3. RESEARCH GOALS, ORGANIZATION, METHODS AND DATA.
Part 3.3.i. describes the goals and the organization of
the research while part 3.3.ii. introduces the methods, data

and data sources.

3.3.i. Research Goals and Orgyanization.

This study of the airline industry attempts to assess
the relative effects aof the regulatory reforms on the union
‘effort bargain’; both in aggregate and for specific labour
categories.

To this end it evaluates and compares the role of
economic, institutional and legislative factors on labour
outcomes in the US and Canadian major airlines prior to and
following deregulation. While similar research has
concentrated on aggregate earnings,* this study examines
also, with aggregate wages, wage rates at the lower and
upper end of the seniority scale, fringe benefits and work
rules of the maijor work groups in selected carriers.

To investigate changes in labour outcomes in aggreqate
and for specific firms and occupations, a longitudinal
{before-~after method) and comparative approach is used.

The study is organized in three parts. The first part
of the research (Chapters 4 and 5) tests the hypothesis
suggesting that requlation produces higher wages and that

the reforms in the US and in Canada changed this pattern.
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Using to a certain extent a similar analysis of industries
which underwent regulatory changes (Rose 1987; Hirsch 1988;
Card 1989, 1986) trends in aggregate labour costs, average
earnings and employment of the total labour force and for
selected occupations in each country’s major air sectors are
compared prior to and after deregulation. The labour groups
included are pilots, flight attendants, mechanics and
reservation and ground agents. To control whether changes
in the airline industry reflect general economy-wide
variations rather than regulation-specific responses, wage
and employment trends in the airlines are compared to
similar movements in other industries using a before-after
method. Two comparison groups are used. In both countries,
the airline industry and the major air sector are compared
with both unregulated manufacturing and with the wkale land
transportation sector (in Carada, with the land
transportation-communication-utilities aggregate). In the
US, the regulated utilities are added.

The second part of the study {(Chapter &) examines the
impact of market pressure and organizational strategies on
the ‘effort bargain’, by analysing the performance of two
major carriers in each country and collective agreements of
each labour group in the two firms during the period 1960-
1990. The two major carriers in the US are American and

Northwest Airlines, and in Canada, Air Canada and Canadian
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Pacific/CAIL. Collective agreements provide data on wage
retes for fixed seniority and job classifications and a
broad range of fringe benefits and work rules that permit
the evaluation and comparison of the effects of regulation
and of the reforms an the total ‘'effort bargain’ across work
groups and carriers,.

The choice of the four carriers is somewhat arbitrary.
However they exhibit certain characteristics which make for
a useful comparison. In the deregulated period, American
Airlines and Air Canada, as dominant carriers, were leaders
in labour relations and both had an extended network of
mostly domestic routes. On the other hand, Northwest and
Canadian Airlines, which were restricted mostly to overseas
routes, in the post-deregulation period, expanded through
mergers and enlarged their domestic network.

Finally having analyzed both the general and the more
specific effects of deregulation in each country on the
effort bargain, the last part of the research (chapter 7)
compares data on the level of the industry, firm and craft
bargaining unit in the two countries. This comparison
allows the evaluation of labour outcomes over time in the
same industry and among similar unionized occupational
categories and whether different macro-economic and
legislative environments acted as an additional intervening

variable to the effects of regulation.
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3.3.ii. Methods, Data and Data Sources.

This study uses both a longitudinal and comparative
approach.

The analysis of data using a longitudinal method
(before and after) requires identification of a time period
during which the regulatory reqgime changes and a fairly
lengthy time—-series to avoid conclusions based on
transitional responses.

In the US the Airline Deregulation Act was passed in
October 1978 followed by a gradual relaxation of regulatory
constraints over a four year period. The CAB relinquished
authority over routes in December 1981 and over fares in
January 1983. Since from the beginning these reforms
altered the environment and led to substantial changes in
the industry’ structure and performance, the date of 1978 is
used as the cut off point.

In Canada, the boundaries are more complex. In 1978
the government introduced a phase of regulated competition;
in 1984 the New Canadian Air Transport Policy opened up a
period of liberalized competition followed by a 'de facto’
deregulation, which led in 1988, with the passage of the
National Transport Act, to economic deregulation along lines
similat to the US. While deregulation as implemented in the
American induétry took place in Canada only in 1988, most

analysts identify 1984 as the beginning of the economic
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reforms (Button 19903 Oum, Stanbury, Tretheway 1990). This
period in the Canadian industry was similar to the American
transition period to deregulation. Thus 1984 is taken as
the benchmark dating deregqulation.

On the basis of this chronology of regulatory reforms,
the regulatory period for the US covers the years 1960-1978
and for Canada 19460-1984, while the deregulated period

covers the years 1978-~1990 and 1984-1990 respectively.

The dependent variables are labour outcomes under
regulation, and in the absence of regulation.

At the aggregate level, annual observations of average
compensation/wages, employment, productivity for the labour
force as a whole and for single occupational groups are
examined before and after deregulation. In addition,
industry—-specific variables chosen from the theoretical
framework and previous research, such as the industry and
firms®' profits (net and operating »srofits, as percentage of
operating income), market growth (Available Seat Miles,
Revenue Passenger Miles) and market shares are included.

At the firm and bargaining unit level, the dependent
variables are minimum and maximum hourly rates or manthly
wages for each labour category and the array of nonwage
bargaining ocutcomes in each carrier.

These variables are subsequently compared across
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countries. All data are presented in table or graph format.

Data on wage, employment and econhaomic variables are
assembled from a variety of sources.

Aggregate data of the US stheduled industry’'s
performance, growth and profits, and employment for the
total labour force and for each work group are assembled
from the Air Transport Asscciation (ATA), Facts and Figures.

The trunk lines included in the study are: American,
Braniff (1960-80), Continental, Delta, Eastern, National
(1960-79), Northwest, Pan-American, Trans World, uUnited and
Western Airlines (1940-B4). Data for these carriers come
from two sources. From 19240 to 1977, output, profits, total
employment and earnings is ceollected from the CAB ‘fForm 41°
and ‘employment and earnings supplement’. Thereafter, as
these informations were discontinued by the board, they are
extracted from each carrier’s annual reports and for some
vears, from ATA. Since these sources do not supply
employment and average earnings data for each work group in
the trunk lines, this information is collected from the
ICAD, Digest of Statistics, Fleet and Perscnnel, which
assembles worldwide airline statistics.

Data for the Canadian industry and for the major
airlines, Air Canada and Canadian/CAIL, and for each labour
group comes from Statistics Canada. However when employment

and earnings data are compared acrocss carriers, the data
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used are assembled from ICAO, Fleet and Personnel.

Contractual wage rates for each work group and for
fixed seniority and job classifications in the four airlines
(American, Morthwest, Air Canada and Canadian/CAIL) are
extracted from collective bargaining contracts.

Data on earnings and employment from other industries,
manufacturing and the transportation-communication-utilities
aggregate are obtained from various snurces. In the US,
from The National Income and Product Accounts of the United
States and Survey of Current Business. In Canada, from
Statistics Canada-Employment Earnings and Hours and from
Aggregate Productivity Meaéures. While the large sample of
workers and the availability of data over a long time period
make these data valuable, they do not provide informations
on union status and the firms’ market power. This suggests
caution in the interpretation of the results.

Table 3.1 summarizes these variables and their data

spurces.



TRBLE 3.1

VARIABLE DESCRIPTION AND DATA SOURCES

U5 SCHEDULED INDUSTRY

fAvailable Seat/Ton Miles (ASM/ATK} Air Transport Association {ATA)

Revenue Passenger/Ton Miles

Profits

Eaploysent: Total
Selected Crafts

US TRUNK LINES

Facts and Figures
ATA Facts and Figures

ATA Facts and Figures

ATA Facts and Figures
ATA Facts and Figures

fvailable Seat/Ton Miles (ASM/ATH)

Ravenue Passenger/Ton Niles

Profits

Totzl Eaployment & Labour Expenses

Craft Eaployaent & Average Earnings

CAB ‘Fora 41' (1960-1977)
Carriers Annual Report (1978-1990)
CAD ‘Fore 41" {1960-1977)
Carriers Annual Report (1978-1990}

CAB "Fora 41" (£940-1977)

Carriers Annual Report and ATA [1978-1990)
CAB “Fora 4%’ and Esployaent and

Earnings Supplement (1950-1977)

Carriers finnual Report and ATA (1978-1990)
1CAO-Digest of Statistics

Fleet and Personnel.

CANADA: INDUSTRY AND MAJOR AIR CARRIERS

fivailable Seat/Ton Miles
fevenue Passenger/Ton Miles
Profits

Enployaent &k Average Earnings
Eaployment & Average Earnings

for Seletted Crafts

US: VARIOUS INDUSTRIES

Statistics Canada
Statistics Canada
Statistics Canada
Statistics Canada
Statistics Canada

ICAD-Digest of Statistics
Fleet and Personnel

Esployaent & Earaings

CANADA: VARIOUS INDUSTRIES

The Hational Income and
Product Accounts of the USA

Enploysent & Earnings

Rate of exchange
{US-Canadian dollars}

Statistics Canada
fggregate Productivity Measures
Eaployeent, Earnings and Hours.

Departaent of International
Econonic and Social Affairs.
Monthly Bulletin of Statistics (UR)
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NOTES TQ CHAPTER 3

1. For a review of studies on the effects of economic
regulations and methodologies used refer to Joskow and Rose
1989.

2. In the 1970s fares were set on the basis of the
industry‘s costs, revenue and a variable rate of return-on-
investment. Costs were calculated on an estimated 55% load
factor, thus costs which arose from operating below this
level were ignored. In addition, at times, regulatory lags
prevented wage raises to be translated immediatly into price
increases.

3. There have been a few instances when the MAP may have
benefited some carriers. It is believed that Northwest by
closing operations for 160 days in 1970 and 109 days in
1978, following the strikes of its mechanics and pilots, and
capturing a considerable share of MAP payment may have
benefited from the MAP. The plan members had to provide any
struck carrier with ‘windfall’' payment (or the extra revenue
accrued to the joining carriers attributable to the strike
less the expenses of carrving the additional traffic) plus
50%4 of the carrier’'s normal operating expenses if the
‘windfall’ payments did not cover 25% of its expenses during
the strike.

4. The literature on bargaining outcomes yields competing
hypotheses about the effects of union rivalry. Some studies
note that union rivalry may lessen the power of unions as
employers may play one union against the other, thus forcing
unions to expend energy and resources to stay in power.
Alternatively,union rivalry may increase militancy, as
unions strive to deliver higher wages and benefits (Nay,
1991).

5. Kahn (1980) notes that demands based on interfirm
comparisons were encouraged by the emergency board which
relied on the comparison before making recommendations,

6. BSome of these studies are: Card (1989) on the airline
industry, Rose (1987) and Hirsch (1988) on the trucking
industry in the US.
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CHAPTER FOUR

COLLECTIVE BARGAINING IN THE US AIRLINE INDUSTRY

4.1, INTRODUCTION.

This section examines the outcomes of collective
bargaining in the US airline industry prior to and after
deregulation. i1t also tests the hypotheses that if
regulation produced higher wages than in competitive
industries (i) earnings in the post-deregulation period
should generally decrease; (ii) the rate of decline should
be greater in industry~related occupations than in those
with skills transferable outside the industry.

The analysis includes average earnings and employment
of the total labour force and of single crafts in the
'trunks’ or major carriers.® These airlines are: American
(AA), Braniff (BR, 19460-1980), Continental (CO), Delta (DL},
Eastern (EA), National (NA, 19260-7%) NorthbWest (NW), Pan
American (PAM}, Trans World (TWA), United (UAL) and Western
Airlines (WS, 194640-B&).

The first part, section 4.2, describes the growth and
the economic performance of the trunk sector. Section 4.3
outlines the effects of these trends en the trunk lines’

tetal employment and average compensation and compares them

a, In this paper, the terms trunk and major carriers
are used interchangeably. These terms refer to the airlines
which operated reqgularly since 1940 and were classified by
the CAB into the ‘trunk’ category.
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to those of the schedeled industry before and after
deregulation. Since the trunk carriers were the dominant
sector and leaders in labour relations, this section also
explores the extent to which the economic reforms changed
the patterns of bargaining outcomes. Section 4.4 presents
data on employment, compensation and industriazal conflicts of
selected occupations in the trunk sector to assess their
bargaining power during the two periocds. Thesé include:
pilots, flight attendants, mechanies and relsted workers and
traffic and sale personnel.

Subsegquently, to evaluate whether post-deregulation
labour outecomes in the airline industry were not due to the
effects of general economy-wide varistions, trends in
average earnings and employment in the air industry and in
the trunk sector sre compared with similar trends in other
industries, such as manufacturing, deregulated surface
transportation and regulated public utilities (electricity,

water and gas).



132
4.2. TRENDS IN THE ECONOMIC PERFORMANCE OF THE AIRLINE
INDUSTRY.
4.2.i. Industry Growth and Concentration.

Figure 4.1 (Table 1.1) shows the aggreqgate growth of
the trumk sector and of the total scheduled industry. The
data clearly reveals that the trunk lines have always been
the dominant sector in the industry.

During the regulated period, in the years 19460-1970,
when the carriers switched from piston to jet aircraft,
passenger capacity (ASM)® more than tripled, increasing at
an annualized rate of growth of 17%. This generated an
increase in the volume of sales (RPM)= equal to 15%
annually. This growth can be mostly attributed to the trunk
sector which, alone, accounted for 15% in ASMs and RPMs.

In the 19705 the ‘jumbo jet’ was launched. Its
introduction coincided with the cyclical contraction of
1970-1974 and a long recession followed by the oil embargo
that triggered high inflation rates in the whole economy.
Thus, it did not offer the same immediate growth as had
previous inmovations. From 1970 to 1975 capacity and

traffig declined in both sectors and it was not until 1976,

=, Available Seat Miles (ASM) are units of production
of the carriers. They represent the total passenger
carrying capacity offered and they are obtained by
multiplying the number of miles flown on each flight by the
number of seats available.

=. Revenue passenger mile (RPM) Fepresents the carriage
of one passenger for one mile. It is obtained by totalling
the number of miles flown by each passenger.
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Fig 4.1 - Trunks and Scheduled Industry
Revenuce Passenger Miles 1960-1990

1960-1977 1" 1978-1990

B Trunk Lincs
B Industry

1060 196% 1962 1063 1984 1055 1966 1067 1066 1980 1000 197 1672 1973 1974 1375 1578 1977 1978 1679 1900 1981 1082 1963 1964 155 1G85 1657 1908 1909 1960

as the economy recovered and the CAB began to liberalize
fares and routes, that output (ASM/RSM) rose again.

Thraughout the regulated period the trunks' market
shares remained fairly constant (about 9% of ASM).

In the post-regulation period, from 1978 to 1990, with
free entry and price competition unleashed by deregulation,
there have been two significanrt shifts in the trunks market
position.

First, during 1979-1985, output grew faster in the
total scheduled industry tham in the major sector. In 1979,
the industry, probably by expanding intoc the trunk lines°

lucrative routes, increased capacity by 13% compared to 9%
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in the trunk sector.

In the following years, 1980-1985, which witnessed a
second oil shock, the Professional Air Traffic Controllers
(PATCO) strike, followed by a short but severe recession,
the former trunks suffered the worst losses. Domestic and
system capacity was reduced in 1981, growth was sluggish,
two carriers went bankrupt (Braniff and Contimental), and
their market shares kept declining relative to the industry.

These events began eroding the trunks’ dominant
position and bhad repercussicns on labour relations. FfFrom
1980 to 1985 the industry’'s capacity and traffic increased
by 5% and &% annually compared to a modest 2% and 3% in the
major sector. This decreased the former trunks’ market
shares from 91% in 1978, to 75% in 1985, or a drop of 1lé&%.
This was the largest loss experienced by these carriers in
their whole history and while it is partly due to the
recession, the abolition of entry barriers and price
competition have certainly added to their decline.

This trend reversed in 1986. Under an improved economy,
the ex—-trunks, by a series of consolidations, market and
operational strategies* and rapid growth by some carriers
(UAL and AA) regained their market power. From 1986 to
1989, output in the trunk sector increased faster than in
the total industry (7% in ASM and B%Z in RPM compared to 4%
and &% in the industry), and in 1989, they held 83%4 of the

total scheduled market, amn increase of 8% points from 1985.
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4,2.ii.The industry economic performance: Profits and costs.
The economic performance of the airline industry is
usually measured in terms of yield or revenue per passenger

mile (a commonly used measure of average fare), unit cost
(expenses per ATHM) and unit revenue (revenue per RTM).<
Earnings are measured in terms of ‘operating profit®’ and
‘net profit margin’ as a percentage of operating revenue.
The first indicates the profitability of the carriers’ total
operations. The other includes the effects of interest
payments, expenses, taxes and investment credits, and is the
amount available for dividends or investments. Both measures

are used here and are illustrated in figure 4.2 (Table 1.2).

The major economic factors related to the carriers’
operations are illustrated in table 4.1 and figure 4.3. The
first shows the average performance of the trunk lines in
terms of yield, revenue and cost per unit of production
(measured in terms of ATM and RTM) and the difference
between them - the so called ‘point spread’ -. These prices
are reported in real 1986 dollars. Fig.4.3 shows the
proportion of labour costs as a percentage of the carriers’

total operating expenses.

9. Available Ton Miles (ATM) is the total ton miles of
lift capacity available for sale. Revenue Ton Miles (RTM)
are the ton miles sold. 1In the construction of this traffic
measure passenger miles are converted to ton miles on the
basis of about 10 to 1. That is ten passengers with
allowable baggage are accepted as equalling one ton (ATA).
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It is apparent from Figure 4.2 that profits have
fluctuated greatly throughout the years. Returns decreased
during phases of economic contractions, such as in 1961 and
1970, while they increased when the economy was good and in
response to the productivity generated by more efficient
aircraft and equipment, as in the mid-1960s and from 1972 to
1974.

In the mid-1960s and until 19468, as a result of the
greater productivity from these innovations and higher load
factors - which substantially reduced yield and unit cost -
profits nearly doubled and the carriers were able to retain
an annualized net profit margin of approximately 4.6&6%.
During this time profits came mare from a decrease in unit
cost than from increases in unit revenue. As shown in table
4.1, in 1948 real unit cost was rearly half the 1960s level
while unit revenue kept declining.

This trend changed in the 1970s. As the economies
resulting from changing from piston to jet-aircraft began to
‘bottom out’ and under the effect of the recession, starting
in 1949, profits began to fluctuate, decreasing in the early
19708 (in 1970 and 1975, the carriers showed a lass)} and
rising again in the later years. At this time, real yields
stagnated; costs, probably in response to the overcapacity
and the high cost of fuel and labour, escalated; and profits
shrunk. However, in 1978 the trunk lines reported the

highest profits of the decade.
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The first years of derequlation coinciding with a new
recession were associated with a deterioration of the
financial performance of the trunk carriers as a group.

From 1979 to 1983 the trunk lines posted operating losses
and net losses from 1980 to 1983 and in 198B8&. This was the
first time that these carriers recorded four years of
losses. It contrasts with other econamic contractions in
which losses or near-zero profits occurred for only one vear
duration, as in 1961, 1970 and 1975. It thus appears that
in the first years 6f deregulation, the former intra-state,
charter and new airlines, by injecting new capacity at
competitive prices (due to their low cost structure) into
the density markets previously controlled by the trunklines,
eroded these carriers source of financial strength and began
to influence their economic performance.

An examination of the table reveals that in 1980-1981
the trunks lack of profitability occurred because unit costs
increased faster than unit revenues. Durihg 1982-83, unit
cost decreased but, probably under the impact of the ' fare-
wars’, so did yield and unit revenue thus affecting profits.
Between 1979~1983 the point spread ~ the difference between
unit revenue and cost per RTM - turned negative indicating
that operating costs per unit of sale increased faster than

unit revenue.
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YIELD, UNIT REVENUE AND COST

REAL  REAL UNIT REAL UNIT  REAL UNIT POINT REAL  REAL UNIT REAL UNIT REAL UNIT POINT
VEAR YIELD COST(ats) REVENUE(rtw) COST(rta) SPREAD YEAR YIELD COST(ata) REVENUE{rts) COST(rta) SPREAD

1960 0.22 1.07 2,18 2,09 0.0 1976 0,15 0.8b 1.30 125 0,04
191 0.3 104 .11 2,09 002 1917 0.15 .48 1.30 L2 0.05
1962 0.23 0.97 .10 .98 012 1¥78 014 0.8% 1.3 L5 0.08
1963 0.22 0.90 2.02 t.86 045 1979 0.13 0.67 t.22 £.23  -0.0L
1984 0.2 .82 1.95 .72 0,23 1980 0,15 0.72 1.30 L34 -0,08
1965 0.21 0.77 .83 1.7 0.26 1981  0.1% 0.74 1.3h 1.4 -0.0%
1966 0.19 0.7% 1.63 L40 0,23 1982 o.14 0.720 1.2 1.5 -0.03
1967 0.8 0.70 1.4 130 0.i7 1983 0.13 0.48 1.13 .13 0.00
1968 0.17 0.64 1.37 1,27 0.4} 1988 0,14 0.83 1.3 .10 0,05
196%  0.17 0.50 .35 127 0,08 1985 0,12 0.43 1.1 1,08 0.03
1970 0.14 0.60 1.30 .30 0.0 i¥BE 0,11 0.60 1.04 102 0,00
1971 0.1 0.57 1.33 1.29 0.0 1987 0.11 0.98 1.02 0.98  0.04
1972 0.16 0.59 1.30 L.25 0,07 1988 0.1 0.59 1.02 0.97  0.05
1973 0.8 0.58 1.28 123 0,06 1989 0.4 0.6l

1778 0.1 0.65 1.37 L3 0,06 1990 0.1 0.61

1975 0.5 0.04 1.32 132 0.00

Source: Yield data are froe Moody Transportation Manuals. Yields and unit costs are for domestic
operations only. From 1981 to 1990 data include a}l carriers classified as ‘Najors’.
Unit Revenve and cest per RTN are calculated from the trunklines' amnual reports.

Figure 4.2 — Operating and Net Profits
Trunks Sector 1960-1990
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In 1984 as the economy improved and the organization of
the airline market began to shift from ‘unrestrained’
competition ¢to a relatively small group of cligopolistic
firms, the profitability of the remaining former %trunks
rebounded. Between 1984-1988, profits were attained from
lower unit cost and higher loads, since unit revenue and
yield kept declining. .During these last two years, profits
were relatively high. However, in 1990, with the beginning
of a new recession and negative world events (Iragi war),
the profitability of these carriers took a downward dip
which is indicative of the impact of the business cycle on

the industry performance.

The major factors in the carriers’ operating expenses
include labour, fuel and a variety of goods and services
sucth as utilities, food, oil, advertising services, landing
fees, capital costs and maintenance materials.

As shown in Fig.4.3 (Table 1.3), labour was and remains
the largest part of the industry operating expenses. In the
1960s it represented approximately 42% of the trunks’ total
operating costs. In the jet era, it moved gradually upward
tc reach a record level - 44%, in 1970 -, In 1974, as the
price of fuel significantly increased, the proportion of
labour costs began to decline but in 1978 labour still
accounted for 41% of the carriers’' total operating expenses.

In the post-1978 periecd, labour costs abated, declining
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from 38%4 in 1979 to 34% in the mid-1980s and to 32% in 1990.

While the decrease in the share of labour in total costs of

the 1980s is partly attributable to the higher price ot fuel
(between 1978-1981 it rose about 90%) the decline after 1983
when fuel prices decreased annually, can only have reflected

either reduced employment costs and/or higher productivity.

Fig 4.3 - U.S. Trunk Sector
Labour Costs
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4,2.iii Differences among carriers:Market shares, Profits
and Costs.=

During the 1960s, the °'Big Four’', American, Eastern,
TWA and United held &2% of the total scheduled market {ATM).
When PanAm, restricted to overseas routes; is included, this
amounts to 77%.

Throughout the period of regulation the CAB policy of
awarding new route authorization with the purpose of
strengthening financially weak airlines, restrained the size
of these carriers to the advantage of the smaller trunks.

By 1978, the market share of the °'Big Four’ was reduced to
099%, (674 if PanAm is included). Delta, after merging with
Northeast in the mid-1970s, became the fifth largest
carrier, enlarging its market size from 5% in 19460, to 10%4
in 1978.

Under regulation, labour expenses as a proportion of
total costs were relatively similar across carriers, as were
profits. Except for finmancial losses incurred in a few
cases during the slowdown of the 1970s (PA, EA, AA, UAL and
TWA), the sector as a whole fared rather well and by 1978
all carriers earned significant profits.

In the post deregulation period, the market performance
of the trunk lines was erratic.

At one extreme, some carriers grew during the entire

®. These data have been obtained from the carriers’
annual reports and are available on request.
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deregulated period. American and United, after an initial
set-back, recovered rapidly and they became the dominant
airlines. Delta, a non-union carrier except for its pilots,
and Northwest, often cited for its hard-line attitude toward
unions, thrived throughout this period. Through mergers
Delta and Northwest increased their market shares from 10%
and 354 respectively in 1978 to 154 each in 198%9. By the end
of the recession, these four carriers became the most
successful and by 1989, they held &BY%Z of the ®'trunks’ market
shares éndI83Z of the total product market.

At the other extreme, deregulation and the recession
had an adverse effect on the other carriers which for
different reasons collapsed, (BR, NA, WS, EA= and PanAm™®)
or shrunk (CO, TWA}.

Thus, if during regulation five trunk lines (AR, EAR,
TWA, UAL, PanAm) dominated the industry, accounting for 674
of the trunk market, in 1989 four of the former trunk lines
(AA, DL, NW, UAL) still held &4B%Z of the major market.

Deregulation also appears to have decreased the
carriers proportion of labour costs to total operating
expenses. However there is no clear relation between this
measure and the carriers’ economic performance. The share
of labour costs is above average at American and United, the
two dominant airlines, but also at financially troubled
firms (TWA, EA). Delta has the highest proportion and,

excluding Continental, Northwest has the lowest.
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Table 4.2 summarizes data on the ecaonomic performance
of the major sector over the past 30 years. The first part
includes two measures of output, capacity (ASM) and sales
(RPM); l1pad factor {(the average ratio of filled seats) and
market shares (AS5M) of the trunk lines; average real price
per seat mile, real cost per unit of sale, the ratio of
labour cost to operating expenses and of net profit to
revenue., The second part reports the annualized rate of
growth of these variables for selected periods.

The picture that emerges from these data is that in the
first years of deregulation, 1978-83, output growth was
sluggish (capacity and traffic increased by 2% and 3%
annuaily or half the 1948-78 rate), market shares fell, real
‘price per seat mile stagnated, unit cost spiralled upward
and profits dropped.

Whether deregulation or the recession was responsible
for the trunks' severe setback during these years is a
subject of intense debate. Both appear to have played a
role. While the negative performance of the early 1980s is
partly attributable to economic forces, this was aggravated
by the new price competition from low cost operators and
other trunks and the 'fare wars' that began eroding the
trunks’ market share and further dampened profits. It is
certain that the losses of the early 1980s,; the sharpening
of market forces and the freedom efforded by deregulation

changed the economic behavior of the major carriers.
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Starting in 1983, with the resurgence of traffic and an
economic upswing, the remaining former trumnks began to
realign their costs and operations and to evolve new
strategies to regain their market supremacy.

From 1983 to 1989, capacity grew by 7.6% and traffic by
7.3% annually. This increased the trunks market share to
roughly the pre-deregulation level (in 1989 these were eight
percentage points below the 1978 level). However while
during the post-derequlation years, 1978-1989, output (ASM)
grew less Quickly than in the previous ten years of
regulation {(capacity by 5.1% and traffic by 5.4% compared to
S5.6% and 6.9% respectively), load factors increased
substantially. This supgest that the carriers eliminated
part of the overcapacity produced under regulation.

Profits fluctuated throughout the years. While the
highest profit ratio in the 1940s is partly due to the rapid
expansion of the industry with the jet-age, between 1983-
1989 the ratio of profit of these carriers appears to have
declined compared to the regulated period.

Real price per seat mile decreasSed throughout the
years, and this decline persisted imn the post-deregulation
period. During this period, cost per unit of sale and the
ratio of labour expenses decreased sharply. This decline is
more evident in the post—-1983 periocd. From 1983 to 1989,
unit cost fell by about 3% annually compared to 24 during

the period 1966-7B and the proportion of labour costs to
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about 2.8% annually and the proportion of labour costs to
operating expenses decreased by 4% from the 1983 level.
However, both yield and unit cost data should be interpreted
with caution due to the wide variation in fuel costs
occurring during this period (Dempsey 19%90).

To see to what extent these changes affected the labour
force in the major sector, the next section compares trends
in employment, average labour earnings and productivity

during the two periods.
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TABLE 4.2

US TRUNK EARRIERS

ECONOMIC PERFORBANCE
ANNUAL LEVEL & GROMTH RATES

NARKET REAL REAL RATIO  RATID
YEAR ASK RPYA SHARE  LOAD YIELD UNIT COST LABOUR NET
ASN  FACTOR RPN RPN COSTS  PROFITS

§. ARNUAL LEVELS

1960 57820 35148 0.88 0.601 22,26 209.04 0.42 1.5
1966 126512 73418 0.92 0.60  19.22 139.80 0.40 7.3
1968 197869 107487 0.92 0.54 17.14 125,51 0.43 3.8
1970 280295 124904 0.9t 0.5 16,33 129.98 0.44 -1.0
1975 279580 152798 0.92 0,55  14.97 131,91 0.39 -0.8
1978 337390 207542 0.91 0.62 13.58 115,34 0.41 5.0
1980 374092 224304 .86 0.60 15,05 134,23 0.34 -1.4
1983 367381 236492 0.79 0.4 13.20 115.30 0.3 ~0.3
1984 394048 244089 0.76 0.67 13,76 109.82 0,34 1.9
1985 413302 280452 0.79 0.68 12,48 107,43 0.34 1.4
1986 455101 30012 0.77 0.65 11,09 102.4% 0.34 -0.6
1987 533425 294504 0.82 0.5% 10,97 91.94 0,34 0.0
1988 565532 315465 0.84 0.5 11,37 97.43 0.33 2,2
197 548172 359479 0.83 0.3 1143 97.43 0.33 0.0
1990 3840425 11.04 0.32 -5.7
2. GRONTH RATE (percent per year)
1965-17 7.2 9.0% =300 300 2.5
1964-78 8.0% 9.0% 3.2 -2,0% 2.3
1977-83 2.61 5.0% -LS -1.00 0.21
1978-83 2,01 3.0% 0.0% 0.2% -0.81
1983-89 7.61 7.3 2,8 3.0 0.8%
1977-89 5.2% 8.3 «2.8%  -2.0% 0.5%

1978-0% 3.1% 3,41 -2 -1 9.17
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4.3. THE LABOUR FORCE: EMPLOYMENT, COMPENSATION, QUTPUT.

To ascertain whether government intervention into the
affairs of the industry raised bargaining outcomes beyond
what would have occurred in a competitive market, part 4.3.i1
and 4.3.ii report employment and productivity data of the
labour faorce in the two sectors of the industry as well as
employment trends of selected occupations in the total

industry. Part 4.3.iii reports aggregete average earnings.

4.3.i., Trends in Employment and Labour Productivity.

Figure 4.4 displays annual employment levels in the
scheduled industry and in the trunk sector. Figure 4.5
reports an indexes of labour output and real labour unit
cost (both measured iq terms of ASM) with 1978 as base year
(Table 1.3). These last variables are efficiency measures.
The first gives an insight of the carriers ability to adjust
employment to output. The second is a composite measure and
reflects changes in traffic, labour costs and employment.

It is apparent from these data that in the decade of
the 1960s, as a result of the productivity of the jet
aircraft, a generally prosperous economy, and under the
protection of the CAB, employment grew steadily, increasing
at an annual rate of &.9%4 in the trunks and 46.2% in the
industry. During these years productivity grew dramatically
while unit labour costs declined sharply.

This steady growth slowed down in the next years. From
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1970 to 1978, employment increased by .&% annually in the
trunks and 1.4% in the industry and unit labour costs began
to stagnate.

In the post-derequlation period, employment in the
majors sector first increased then, from 1979 to 1983, under
the effect of the recession, the new competition and the
various crises that beset this sector, was curtailed by 17%,
a loss of 46,837 jobs. This decline contrasts with previous
economic crises (1971, 1974-19735) when employment underwent
only minor cuts. In 1984 employment recovered but it was
not until 1986 that the former trunks attained their 1979
level. From 1986 to 1990, in a consolidated market, both
the trunk and the scheduled airlines set an all time record

high.

Labour productivity which slowed down in the first
years of deregulation, in 1982, probably under the impact of
the employment cuts, moved swiftly upward while real unit
labour costs kept moving downward. However, beginning in
1986, after the consolidation of the trunks into 'mega-

carriers’', both measures seem to indicate stagnation.

These data show that, despite the losses of the early
years, in the post—-deregulation period employment increased
dramatically. From 1978 to 1990 employment grew at an

annual rate of 3% in the trunks and 4% in the industry
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compared to 3% and 2.7% in the period 1%966~78. The
significant employment growth of the inrlustry is partly the
resuilc of the consoclidation of regional airlines which,
during deregulation, evolved into ‘major’ carriers.

These data also indicate that while productivity was
higher during regulation (between 1966-78 it increased 5%
annually compared to 2.4% in 1978-89), unit labour costs
declined more rapidly in the post-1978 years (1.77% before
and 2.5% after}. Moreover, while both variables are highly
and negatively correlated, the strength of the correlation
is sligthly higher in the post derequlation period (-.97
compared to -.8%9). However these data being based on a
simplistic measure of output, should be treated with
caution. In the 1970s labour output was helped by rapid
technological changes. In the 1980s air:raf£ technology
improved at a much slower rate while carriers made
operational and marketing changes not reflected in this
measure.

A better view on productivity changes is thus gained
from unit labour costs that measure the ability of the
carriers to increase output and labour utilization (by
adding seats and/or flying more hours) while decreasing
overall labour expenditures. In the post-1978 period, unit
labour costs fell to half the rate of the previous era.

Thus, broadly defined, productivity increased.
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4.,3.i1 Employment of Selected Occupations in the Industry.

In this section I present employment data for selected
occupations in the total industry. An analysis of
employment and average earnings of single crafts in the
trunk sector, using a different data set, is presented in
section 4.4.

The employment data, shown in Figure 4.6 and Table 4.3,
again reflect both the remarkable early growth of the
industry and its sensitivity to the economic cycles.

The employment level of the major occupations in the
industry grew rapidly in the mid-1960s with ground passenger
service, clerical employees and mechanics heolding the
greatest proportion of overall employment. Although the
recession of the 1970s resulted in some employment cuts, by
1978 it recovered in all labour groups, except for
maintenance and overhaul personnel.

During the first years of deregulation and the
recession, 1981-1983, all occupations underwent severe
employment losses (pilots 10%, attendants and mechanics,
11%, service and sales personnel, 224) but in the following
years, employment rebounded and this growth was shared by
all labour categories, with the exception of office workers.
A striking feature of table 4.3, is the overhelming increase
of traffic-service and ‘other’ employees that began in 19864-
1987 and the significant decline in the number of office

workers that affected the employment proportions of the
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other categories. Adjusting for these variations, the
proportion of pilots remained relatively uniform throughout
the years, while that of flight attendants and maintenance
and overhaul personnel increased.

These trends probably reflect the changes introduced
into the industry by deregulation. The relative stagnation
in the growth rate of pilots visible after 1989 is partly
linked to the intreoduction of new aircraft, such as the B-
7675, A-310s, B-747-400 and MD-BO, which require only two
rather than three-pilot crews. Moreover, the small decline
in pilots’'employment proportion in the early 1980s indicates
that if there was a cutback in the trunk éectnr, this was
partially offset by an increase in the other air sectors.

0f the ground occupations, both the severe cut in
clerical workers and the rise in traffic and servicing jobs,
seem to be related to recent developments in the industry.
The first decline may be partly due to the use of travel
agents and computerized reservation systems, and the
streamlining of aperations fellowing acquisitions and
mergers. The surge in traffic-servicing employment is very
likely related to the trend towards ‘hub-and-spoke’ whirh
requires a large number of workers to virtually
gsimultaneously service a large number of inbound-outbound
flights. It is also likely that a large share of this
increase is made up of part-time employees. Although these

data do npt separate these two categories of employment, the
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important issue in the mid-19B0s.

ground workers became an

The number of mechanics, after a substantial declire in

the early 1980s, in the post-1984 period with the expansion

of the industry, increased significantly and their growth

. rate exceeded the rate of the previous 15 years.
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TABLE 4.3
% SCREDULED AIR.INER
EROWTH-DISTRIBUTIOR OF

SELECTED OLEUPATIONAL CAYEGORiES
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YEOR PILBTS FLT.ATTENDANTS HAINTENANCE TRAFFIC/ SERVICING OFFICE KORKERS {OTHERS WORKERS
Srovth frowth Growth Brosth Browth Growth
Rate Dist. Rate Dist. Rite Dist. Rate Dist, Rate Distrib. kateDistrib TOTAL

1960 17346 10.4% 10600 b4l 34181 20.6% 43334 26,40 35440 21,37 25334 15,24 166235
1961 108098 &% 10.6% 13856 2% 7.0% 33083 0% 20.0%  M4ALT 3% 26.3% 38A47 3N 21.6% 24h6L =34 14.5% 169941
1962 17371 -1y 10,45 L2198 3% .00 34925 3L 20.2% 46496 G 27.0% 36952 1Y% 21.4% 24805 -2 1391 172827
1963 17967 O §0.2% 13064 74 7.8 3S4b4 1Y 20.%% 43992 3% 27.7% 3726 N 2L.4% 24136 0% 13.7% 176223
1964 19551 9% 10,27 14470 L4Y  7,0% 39360 11 20.8% 31944 8% 27.0Y 40335 7% 21,01 Zeie8 8% 13.6% 191B1B
1965 21972 124 10.4% 17322 20%  B.2% ALh6T &% 1%.BY% 57532 11% 2T.3) 44162 10% 21,07 2Bi40 8% 13.3% 280795
1966 Z7807 271 11.4% 20925 218 8.1 43327 9% 1B.A%  bhARL L&Y 27,3 G096 BSX 20,93 32547 ISh 13,3 244028
1967 I0356 A1% 15,23 25100 20%  9.47 S00Le 10% 1B.L% 74943 12y 27.2% 59257  ieY 21.5% 3§751 1o% 13.0% 274023
1965 32507 5% 10.8% 29970 19 10.0¥ 52048 4% (7.3 B29F0 iy Z7.&% R3S 7Y ZL.0% 39BN 1Y 13,30 0045t
1649 3804  7n LL.E% 33621 2% 10.8% 528346 2% 17.0%  BAR4GZ  4r 27.7% 63143 1% 20,41 4056l 2% 1l.0% 311922
1970 32836 -3% Li.0% 34274 2% 11.5% 4BE7Y -90 16,2 B3637 =35 2E.1% 59992  -bY  20.2% G458 -3% 12.9% 29734
1974 3290C 0% 11.3% 35&B2 4% 12,27 4375% -8 18.7n 84911 2w 29,.1) GBEL4 3N 19,97 34799 -i0% 1).9Y 392185
1972 33700 2% 18,2% 39408 1d¥% 13.i% 45550 03 15.1%  6BO9E 4% 29.3% OSA974 1% 9.6 38377 2L iL.7R 301127
1973 34759 3k 11.2% A2BI9 9% 13.7% 47049 3% 1S, MK 30495 2% 29,04 39891 2% 19.%% 36788 4% 11.8Y 311499
1974 33465 -4% 10.9% 41437 -3 13.9% 44589 1% 15,24  B9eBE -1% 29.%% 60192 1% 19,61 35948 2% 1,74 307318
1979 31992 4% 11,04 39433 -5¢ 13,47 45104 34 I5.A%  B27T0 -BY% 28,94 56829 -&Y 19,47 33196 -b% QL7 289924
1976 33182 4% 14,0% 42488 8% f4,0% 45714 1¥ 15,10 BABBS 5K 25.7% 40068 &Y LG.BU 34669 X 1l.4L 303008
1977 33976 2% 11.0% 44579 5% 14.5K 49054 -l 13,6 S0443 4% 29.4% AOIEY 0% 19,4 33651 3% 10,90 30BOAE
1978 35768 5% 10.9% 48357 @Y 14,74 84447 1% 15.BN G425 7Y 29.3% 66679 10N 20.2% 37408 124 11.4% 329303
1979 37077 &% 10.9% 52694  9¥ 15,57 43BOt 1% f3.4% 0 9Y9R3 2% ZB.BY% TIIT4 7% 20.9% J6797 -2% 10,81 J40b%
1980 39042 54 10.8% 56928 €Y 15.8% 45010 0¥ 12.5% 1B183e M4¥ 31,01 60629 -4% 19.1% 38549 5% 10.7% 340517
1981 36957 -S4 10.6% 54726 -4% 15,80 45325 &V 13,00 94B97 -15Y% 27.1% 6BAOG  O) 19.6% 41252 7% 10.8% 3498h4
1982 35044 5% 10.4% 30880 -7% 15.4Y 43393 -4 3.0 G7BLT 7% 26.4% 4K997  -2X 20,34 38402 -127 11.0% 230495
1983 34950 0% 10,64 55739 10U A7.0% 40395 -74 12,34 95080 8% 28.9% 70197 0 Z0.3% 31038 -19k  9.4% 326648
1984 36997 A% 10.7% 80250 8% 17.9% 42558 5% 12,31 100621 AL 29,24 T234B 3 Z1.0% 32283 4% 9.4% 345079
19R5 40433 9% L1L3% 63496 5 17,90 42090 §Y 12,00 100875 0% 28.4% 79839 5% 21.4% 9% -1 9.0% 335D
1966 49960 14X 10,94 67891 7 1b.1% 4765% Ib% LL.3% 134205 35Y 32.3% 8475¢ 1%k 20.1% 39217 23 9.3% 421684
1787 50504 10% 11.0% 72697 7% 15.9% 54233 8% 11,24 198892 4bY 43.%h 40890 -521  B.9% 43333 10% 950 457349
1988 51402 2% 10,74 76297 54 15.9% 55004 7% 11.4% 211795 &% 44,11 40611 0% B.9Y 45247 4% 9.4% 480953
1969 51741 0% 10,20 7TIVL 2y 05,3y 57282 A% 1l.3L 22516k &Y A4 4% 42717 6% B.4Y 52051 5% 10.3% 5067z8
1990 5603% B 10.3% B3441 7y 15,37 40952 6% 11,24 251187 %% 4&.0% 43887 3 £.0% 50309 -3 9,20 545809

Source: Air Transport Associatiom,

The Annual Report of the US Scheduled Airline Industry.
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4,.3.iii. Trends in Average Real Compensation per employee.

To examine movements in average earnings prior to and
following deregulation, 1 have estimated a regression
equation (Y {annual earnings} = earnings + X {unit of
increase per year}) and the variability associated with the
values around the linear trend (1-R2) for each period. This
practice which eliminates the annual variations, has been
adopted to simplify the interpretatiomn of the data.

Figure 4.7 (Table 1.5) and Table 4.4 presents
respectively the predicted trends and regression results in
real earnings of the labour force in the trunks and in the
scheduled industry for the two periods.

It is apparent from these data that during the whole
period of regulation earnings grew rapidly and steadily,
increasing at an annual rate of over 3% in the trunks and
2.7% in the industry.

In the post-deregulation years, in 1972 average real
earnings fell shatply in both sectors and kept moving
downward throughout 1990. From 1978 to 1990 (1989 for the
industry) the rate of growth fell by 1.3% annually in the
trunks and 1.7% in the industry, suggesting a substantial
reduction in earnings. However in 1980 there is an increase
in inter~-firm wage dispersion in the trunk sector and this

variation increased significantly after 1983." If in the

*. The coefficient of variation increased from 4 in
1978 to & in 1980 and 16 in 1984-90., See Table I.6.
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first years this could have been due to concessions given to
‘vulnerable carriers’, in the post-1983 period the
introduction of the ’'two-tier’ wage structure, that pays
significantly lower wages to new employees, may have

affected this trend.

To see the effects of employment on earnings, a
predictive equation for the two periods was estimated
relating wages {(d.v.) to employment (i.v.). The result,
reported in Table 4.5, reveals that if during regulation the
rate of compensation increased by .10 in the trunks and .07
in the ipdustry for every additional employee, in the post
deregulation years earnings declined by .04 in the trunks

and by .02 in the industry for a similar employment growth.

These data indicate that from 1978 to 1990 real
earnings declined by roughly a total of 154 in the
trunklipes and by 18% in the industry. The increase in
inter-firm wage dispersion and the negative relation between
earnings and employment also suggest that compensation
probably became related to carriers’ performance while
deregulation created new jobs but at lower wage rates than

would probably ctherwise have occurred.



Fig 4.7 - Trends in Real Compensation
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These data appear to support the hypothesis that
regulation rendered employment relatively stable. The route
and price protection enforced by the CAB granted the trunks
& secure position in the product market. This gave labour a
high degree of job security with unemployment almost unknown
and generally linked to cyclical contractions.

Compensation increased rapidly throughout the 1960s and
19705 as unions took a share of the productivity generated
by the new technologies. It appears that with cart+iers
expanding, low yield and declining costs, pay rises could be
met without much affecting product demand. Since wages were
based on pattern bargaining, these spread to the industry.

In the post-deregulation period this picture changed.
Earnings, beginning in 1984 under the impact of the ’two-
tier’' wage structure, turned negative, inter-~firm wage
dispersal increased and labour costs declined. These data
also support the hypothesis that a different product market
that evolved in the post-~derequlation years forced carriers
to become more efficient in the use of the factors of
production and unions to face the employment-wage dilemma.

This negative trend in earnings persisted throughout
19906, In 1990 a new recession and the Gulf war produced
profit losses across the industry. This suggests that
changes that are still occurring in the industry, and the
vulnerability of the carriers to the business cycle, are

still exerting pressure on labour earnings.
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4.4. COMPENSATION AND EMPLOYMENT OF SELECTED OCCUPATIONS.

This section compares trends in employment, average
real earnings and productivity of selected crafts in the
trunk sector to gain some insight inteo the response of trade
unions to the changes brought about by deregulation. The
labour caiv®2gories inciuded are pilots, flight attendants,
maintenance and overhaul personnel and to a lesser degree
the group of ticketing, sales and promotional personnel as
reported by the ICAO.4

Institutional analyses of deregulation suggest that
various factors affect a craft’s bargaining power (Cappelli,
1985; Northrup, 1983; Walsh, 1988). Pilots and flight
attendants have skills not easily transferable outside the
industry. However pilots’ skills require a lengthy and
severe training. Their career is governed by the seniority
acquired within an airline, which is not transferable if
they move to other carriers, and they are represented by a
single and powerful union, ALPA.*=

Flight attendants'skills are less ‘'recognized’, they
are mostly acquired ‘on the job’ and after a short training.
In the early 1970s the occupation changed from an all
woman, short-lived job into a career-oriented one. This
change led attendamnts to become militant and to move away
*rom industrial unions and locals of pilot unions to
independent flight attendant nréanizatinns.* Because of

multiple unions representing this craft, it is thought that
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union rivalry may increase its bargaining power (Cappelli

1987). However others maintain that union fragmentation,

flight attendants’

concern that ’'seniority’

low replacement cost and management’'s

may lead to militancy are drawbacks

which may erode their bargaining power (Walsh, 1988).

All ground personnel have skills that are relatively

easily transferred to other settings and they are all

represented by industrial unions. Mechanics are mainly

represented by the IAM,

which,

unlike other unions in the

industry, is highly centralized and has a national policy

against wage dispersion.

militant in the industry.

This made this craft the most

Sales employees are the least

unionized, their skills are easily replaceable and they are

mostly represented by industrial unions.

Table 4.4 lists the unions representing these crafts.

TABLE 4.6
UNIGH REPRESENTATION

AIRLINE PILOTS  FLIGHT MECHANICS CLERICAL Legend:

ATTEND, & ABENTS
ANERICAN APA APFA THY
CONTINENTAL  ALPA UF# AN
DELTA ALPA
EASTERN ALPA THU 188
NORTHWEST ALPA I8Y IAN BRAC
PANAK ALPA IUFA L]l IBT
THA ALPA IFFA 1AM
URTFED ALPA AFA 184
NESTERN ALPA AFA THY RTE

SOURCE: Aviation Daily (1985}

AFA - Association of Flight Attendants

ALPA- fir Line Pilots Association

APA - Allied Pilots Association

APFA- Association of Professional Flight Attendant
ATE - Air Transport Association

BRAC- Brotherhood of Ratlway and Airline Clerks
1AM - International Association of Machinists

187 ~ International Brotherhood of Teassters
IFFA- Independent Federation of Flight Atterdants
1UFA- Independent Union of Flight Attendants

TWY - Transport Workers Union

UFR - Union of Flight Attendants
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4,.4,i. Employment and Productivity by Labour Categories.

Figure 4.8 and Table 4.7 present predicted employment
trends, and the regression results, of the major labour
categories in the trunk sector. Figure 4.9 (Table I1.4)
shows productivity levels in index form, with 1978 as base
vear, measured as the ratio of employees to available seat
miles so a fall in the index reflects growing productivity.

It is apparent that employment grew rapidly with the
Jjet-era and the expansion of the industry. From 1965 to 1977
the number of pilots grew on average by 5% per year, agents
by 3%, attendants by &% (19271-77), and mechanics by over 1%.

In the deregulated period, during 1977-1983, under a
changed economic climate - a deep recession, dramatic
increases in fuel and interest costs, the grounding of the
DC-10s7 and the PATCO strike - pilots lost about 4500 jobs
and attendants, 3800 (1980-83)}. Maintenance and sales
persannel, after a spectacular growth, in 1982,at the bottom
of the recession, were reduced. In 1984 and to a greater
extent in 1986, with the recovery, the financial rebound of
some carriers, and the mergers, employment picked up, mostly
in pccupations that had experienced earlier losses.

From 1977 to 1990 employment grew by roughly 3% pei-
year for pilots and mechanics, and 4% for attendants. This
increased the trunks’ proportion of pilots by 1%, attendants
by 34, and doubled the proportion of sales personnel (1984).

The proportion of mechanics remained approximately constant.
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Regression resulls of the two equations relating the employment
of selected labour groups to year for the periods 1945-77 and 1978-90,
PILOTS FLIGHT HAINTENANCE SROUND
ATTENDANTS OVERHAUL ABENTS

1965-77  1976-90  1971-77  1978-90  1985-77  1978-90  1965-77  1978-8h

Constant n 15455 n 20161 0 33057 n 39289 n 38031 n S0A49 n 26389 n 70084
(1753} {3077} {2639) {4642} {2609) (6596}  (3278) (21800)

Year n 478 n 783 n 1242 n 2044 n 137 n -104 n 206 n -1336
{130) {228) {490) (344) (£93) {488) (242) (2814}

R Squared W1t 312 « 361 J82 088 003 .061 032




=100

1978

1563

Labour productivity or the ratio of employees per seat
miles fell dramatically in the 1940s with the advent of the
jet aircaft, more efficient engines and bigger planes. It
leveled off between 1949-1974, but it improved thereafter.

In the post-1978 period, the rate of crowth of labour
output first stagnated but in 1982 the curve for pilots and
attendants fell moderatly suggesting that these employees
flew more miles than they previously did. Similarly in
1788, after a sharp increase probably due to cutside
contracting,® the curve for mechanics fell exceeding the
level of flight employees. However, as previously noted,

these productivity data should be treated with caution.

Fig 4.9 - U.S. Trunk Lines
Productivity Index (Employees x ASM)
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4.,ii. Trends in Annual Average Real Compensation.

Figures 4.10, 4:.10.1 and Table 4.8 report predictive
trends in average annual real earnings and the regression
results of the equations relating earnings (Y) to year (x)
for each work group in the pre and post-derequlation
periocds. Table 4.10 summarizes the rate of change of
employment and compensation data.

As shown in Figures 4.10 and 4.10.,1, during the period
of regulation, 1965-1977, compensation tended sharply upward
for all labour groups while the variability in annual
earnings around the linear trend‘(L-RZ), with the exception
of cabin crew, was minor.

In the post-deregulation period, 1978-19%0, this trend
reversed. Earnings decreased while the proportion of
variability increased suggesting a greater wage dispersion
than in the previous period. The decline in earnings was
more significant for pilots while mechanics experienced the
lowest decre.ze.

Table 4.10 indicates that during the regulated period
compensation grew by over 2% annually for all labour groups.

In the post-deregulation period, from 1977 to 1983, the
arnual rate of growth kept moving upward for agents and for
in-flight labour (1% for agents and pilots and 3% for flight
attendants), whereas mechanics experienced a slight decline
{(—=.53%4). In the following vyears this upward trend broke up

and inter~firms wage differentials increased. From 1983 to
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1990, earnirigs of pilets, cabin crews and agents decreased
by 2%, 4% and 1% annually respectively, while it was
slightly below inflation for mechanics, -.24%.

Thus while during the period of regulation, 1965-1977,
the rate of growth of earnings increased by over 204 for all
work groups, in the post-derequlations years, 1977-1990, it
declined by over 10-11% for pilots and attendants while it
roughly kept up with the rate of inflation for mechanics and
agents.® However if we assume a deregulation lag for wages
to keep up with the firms’ market trends, from 1983 to 1990
average wages decreased for all work groups. The decline
was more significant in in~-flight occupations and agents and

this downward trend persisted in recent years, 1988-19%0,

To see the impact of employment on earnings a
predicting equation relating wages (d.v.) to employment
(i.v.) was estimated for each occupation {(with the exception
of sales agents for whom employment data for 1986-19%90 was
not available) and the results are reported in Table 4.9.
Significant results were obtained for pilots during the two
peiriods and for flight attendants in the post—-deregulation
vears. From 1945 to 1977, pilots’ earnings increased by
1.99 for every additional employee whereas during

deregulation, 1978-1990, these declined by over 1.24 for a

@, From 1977 to 1990 the annualized rate of growth of
earnings of mechanics and agents averaged ~4.9% and 1.&8%.
However from 1978-1990C this amounted to 1.1% and -3.3%.



1466
similar increase in employment. For attendants the decline
amounted to .15. This suggests that the decrease in
compensation of these crafts is partly due to the effect of
the ‘two-tier’ wage structure which pays substantially lower

wages to new employees.

These data appear to support the hypothesis that
industry related occupations, pilots and attendants, and to
a certain extent the only partially unionized group of
ticketing-sales and promotional personnel became more
vulnerable to the carriers’ market sensitivity and demands
for concessions.

However, while these data indicate that the sharpening
of market forces under deregulation affected bargaining
outcomes, the bias introduced by the employment variable and
the inter-firm wage differentials make deregulation wage-
effect on single craft difficult to draw. While an analysis
of contract data is reported in a later chapter, what is
clear is that derequlation broke the previous stability
mak ing labour outcomes probably more sensitive to product
and labour market conditions and the firms® fortunes.

The next section (4.4.iii) briefly summarizes

variations in earnings and employment across carriers.
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. TRBLE 4.8

Regression reselts of the twe equations relating average real earnings of selected
labour. groups in the trunk carriers to year for the periods 1945-77 and 1978-90,

PILOTS FLIGHT NAINTENANCE GROUND
ATTENDANTS OVERHAUL AGENTS
1963-77  1978-90  1971-77  1978-90  1943-77  1978-90  1965-77  1978-90
Constant § 75277 ¢ M49LY 4 23394 & 24B15 % 28523 4 32979 ¢ 21282 & 28508
(3663} (3799) { 962) (2003) {2058) (129%) {1579) 11722
Year $ 1558 § -l447 $ 11 $-249 $ 873 $ - 153 $ 62 $ - 244
{211} {426) (181) (148) {152} {96) tn {127)
R Squared 749 300 000 204 748 187 J19 244
TABLE 4.9
Regression results of the two equations relating average real earnings of selected
labour groups in the trunklines to eaployee for the perieds 1965-77 and 1978~90.
PILOTS FLEGHT NATNTENANCE SROUND
ATTENDANTS OVERHAUL AGENTS
1965-77  1978-%0  1971-77  1978-90  1945-77  1978-90  1965-77  1978-90
Constant $ 45823 8 LM7421 5 22045 § 32925 ¢ 16284 % 33012 ¢ 23499
{3372) {6039} {974) (1721} {3925) (1432} {2974}
Erployee $1.99 $-1L2 $ .04 $ - .19 $ .04 $ - .01 $ .04
(.31} {.41) {.10) {.05) (.10} {.08) {,26)
R Sguarad 788 430 .030 412 084 007 003
TABLE 4.10
U5 TRUNKLINES
Eeployeent and earnings growth rates for selected labour groups (percent per year)
YEARS PILOTS FLIGHT NAINTENANCE BROUND
ATTENDANTS DVERHAUL AGERTS
Eeploysent Earpings Employeent Earnings Employment Earnings Esployeent Earnings
1765-77 3.3% 1.9% 1,484 1.8% 3.0% .01
1965-78 5.1% 1. 1.o% .28 3.5 2.2
1977-83 -1, 3 0.6% 1.2 3.0% 5.31 -0.5% £330
£978-83 -2.2% 0.08% 0.0% 3.2 7.4% 0.6% 23.0% 0.6
1985-90 7.38 -2.0% b.8% -4.3% 100 -0.2% -0.9%
1977-90 3.3 -0.8% 8.2 -1.0% 2,81 -0.41 0.1%
1978-90 3.3 -0.8% -1.2% 2.6% 0.1% -0.3%

Source: IMAQ Fleet and Personnel. Refer to Tables 1,7 to 1,10 in the Appendix.
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4.4.iii.Differences among carriers: Earnings & Employment.

During the regulated period the level of average annual
earnings of work groups in the trunklines was never uniform.
Industry—-related occupations, pilots and flight attendants
showed greater inter—firm variation than did those with
similar counterparts outside the industry - mechanics and
agents. These variations are probably related to the
carriers’ fleet and route composition and the status and
hours of work of the employees, since pay rates for these
groups vary with the productivity of the aircraft, status
and time of operations (Tables 1.7 to 1.10).

In the post-deregulation period, the coincidence of the
recession and low cost competition had adverse effects on
some carriers and on overall employment. Losses varied.
PanAm, TWA and Western underwent major lapour contractions,
whereas Delta and Northwest experienced only minar ones.

In the early years unions cooperated with financially
weak carriers. Braniff and PanAm® were the first to seek
labour concessions, followed by Eastern and Western.1® In
1983 American Airlines, a profitable carrier, negotiated a
‘two-tier' wage structure -reaching top earnings after five
vears of service and with no parity with the existing scale-
with all of its unions, an<d flexibility in utilizing workers
in exchange for lifetime job-security, growth and =mall pay
raises for current workers. For the carrier, this meant a

considerable long—-term reduction in labour costs, while for
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nions and employees, it meant security at a time of massive
lay-offs.** This model broke past practices and set up a
new pattern in the primary market.

In 19L4, Delta (nonunionized),*® Northwest*= and
United implemented a ‘B-scale’ to attendants and mechanics
and flexible work rules to pilots. However these scales,
probably due to a different labour and product market,
varied from the American one, reaching parity with the A-
scale after some years. In 1983 United, after a bitter
strike, negotiated a ‘reformed two-tier’' scale with its
gilots, and this became a model for subsequent B-scales for
this craft, with wages for new pilots reaching parity after
five years., By 1986, most carriers had adopted the ' two-
tier’ system.

In the post-1983 years, employment, as a result of
expansion (UAL, AA), or merger, (DL, NW), increased rapidly
in some carriers while it kept declining in weak airlines
(PanAm, TWA, EA), although the rate of change varied among
labour groups. Average annual earnings, under the impact of
the ’'two-~tier’ scale, began to vary across carriers and
occupations.

In the mid-1980s, as a result of the tremendous growth
of some airlines and a tight labour maerket for pilots,
pilots’' earnings increased. In 1985, Continental increased
their salary and restored the seniority based system.

American, which throughout the years had to modify pilots’
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B-scale, in 1987, was forced to make it more competitive.

Although these data are incomplete due to the
instability of the industry at this time, and a more
detailed analysis of two trunk carriers is postponed to a
later chapter, it appears that the variations in labour
earnings are related to the firms ' market position after the
industry consoclidation and the effects of the two-tier scale
in expanding carriers. In 1990, earnings of pilots,
attendants and mechanics in strong carriers (UAL, NW, DL,
AA) are above average (the lower earnings level of
attendants and mechanics at AA seems to be the combined
effect of a higher employment rate and the ‘two-tier salary’
scale which decreases the average).

These data also indicate that lower wages did not lead
to high employment. They rather suggest that earnings of
most labour group are lower at financially weak firms
{PanAm, CO, EA, TWA) whereas in expanding carriers earnings
moved upward as these firms, through mergers, increased the
wage level of the employees of the acquired carriers to the
level of their workers (Delta’s acquisition of Western and
Northwest‘'s of Republic).** However in 1992, after three
yvyears of financial losses and fare-wars, all major airlines
sought labour concessions either to avert bankruptcy or to

ease their debts.2®
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4.4,iv. Trends in Industrial Conflict.

During the 1940s, the number of strikes in the trunk
sector was low. They occurred mostly in ground occupations,
with mechanics involved in four major stoppages. In the
1970s, the number of strikes increased and lasted longer
.than in the earlier years, perhaps reflecting the changes
brought about by the jet—age and the influence of the Mutual
Aid Pact. Pilots were involved in three prolonged strikes
at Northwest, mechanics and cabin crew at National, plus
some relatively minor ones in the other carriers.

Throughout this period, the carriers shut down operations
during strikes.

After deregulation the number of strikes first rose and
then fell. It also appears that the strike, usually a
potent economic tool for labour, became ineffective for
airline unions in the 19805 and caused massive job losses
and even loss of union representation rights - at
Continental in 1983, at TWA in 19B4 and at Eastern in 1989.

During the first years of deregqulation, while some
unions made substantial concessions to weak carriers,
mechanics (IAM) were the first group to walk out, first at
United and Northwest, over wages, changes in work rules and
the use of part-time staff, and, at Continental, over major
concessions that management was demanding. While strikes
succeeded to some degree in the first two carriers, they

failed miserably at Continental, since this carrier
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unilaterally imposed ‘market’ wages and replaced contractual
work rules with FAA minimum safety standards. The strikes
of pilots {ALPA) and flight attendants (UFA) against this
same carrier, immediately after the mechanics’ action,
similarly failed, since Continental maintained operations
using striker replacements and employees crossing picket-
lines at the conditions offered,**

Despite the dismal success of these actions, most
unions continued to use strikes in an attempt to contain the
carriers’ demands for more concessions.*” In 1984, flight
attendants (IFFA) struck TWA but this carrier continued its
operations. The conflict ended unsuccessfully 72 days laéar
and, as TWA replaced the striking attendants, nearly 3800 of
them remained unemployed and a year later the union became
decertified. Similarly, a conflict of ground emploveeas
(TWU) against PanAm ended 28-days later with acceptance of
the company pre-strike offer. The strike of the pilots
({ALPA) at United was the only one that was not a complete
failure since they succeeded in narrowing the carrier’'s
‘two~tier’ pay scale. Finally the bitter 1989 strike by
mechanics (IAM), pilots (ALPA) and other warkars (TWU)
against Eastern, proved useless, since they drove the
carrier intc bankruptcy and they all lost their jobs.

The poor success record of strikes drove most crafts to
use ’‘slowdowns’ and other practices as a self-help tool.

Although these actions are prohibited by the Railway Labor
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Act, at least prior to the exhaustion of the mandatory
dispute resolution procedures, they have been used
extensively by airline workers. ‘Work to rule’ procedures
are often employed by pilots and to a lesser extent by
mechanics, due to their discretional power over safety
issups and other operational matters.*® Other actions
include following FAA regulations and carrier operation
manuals to the letter. These tactics were used by pilots at
United prior to the 1985 strike*® and more recently by
pilots at American, unhappy with the gap created by the B-
scale.2® Similarly, Continental was for years the target
of a worker ‘slow~down’ and it outdid all other carriers in
terms of flight delays, misrouted baggage and reports of
safety violations to the FARA. It also appears that, lately,
American unions have devised new strateqies. ‘Corporate
campaigns’ directed to stockholders, travel agencies and_
customers, and political pressure to bring government
pressure upon the carrier, challenging its fitness to
operate, were used on a large scale against Eastern in 1989
and TWA in 1986,

An overview of work stoppages in the trunk sector is

presented in Table 1.11 in the Appendix.
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This review suggests that, after the turmoil created by
a serious recession following the enactment of the
deregqulation bill, the pattern of bargaining in the majar
sector underwent some changes and these appear to have been
partly spurred by the sharpening of market forces.

Labour concessions, seized first amidst the turmoil of
structural developments and employment losses, were later
pursued by all carriers on the grounds of fair competition.
These concessions and the rate of unsuccesful strikes is a
clear break with past customs and, it seems, an attempt by
the carriers to change pre-deregulation practices.®:

Aggregate data on earnings indicate that real earnings
fell in the deregulated period and this drop is most
significant in industry-related occupations and in the least
unionized group of ticketing-sale personnel. The inter—-tirm
wage differentials that emerged in the 1980s was certainly
made possible by a short run excess supply of workers with
industry-specific skills and the decentralized structure of
their unions.®2 These factors may have enabled carriers
to secure conditions of employment more related to their
perfarmance and market forces. While this trend persisted
up to 1990, the wage dispersal in recent years is mainly the
result of a few carriers with wages below the sector
average. However the industry is still under the influence
of major changes=®3 that may further affect labour

outcomes.
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4.5, INTER-INDUSTRIES COMPARISON: EMPLOYMENT AND EARNINGS.

This chapter compares barqaining cutcomes in the air
industry with other industrial sectors to examine whether
the changes that occurred in the airlines reflect general
economy-wide movements rather than specific responses
brought about by deregulation. Thus employment and
compensation trends in the scheduled airline industry and in
the trunk sector are compared with those of surface
transportation, manufacturing and the public utilities.

To make the movement of employment and earnings easier
to interpreter, I estimated predictive equations for the pre
and post-deregulation periods for each industry and for the
trunk sector. While Table 4.13 reports the level and rate

of change of employment and real earnings.

4,%.,i. Trends in Employment.

Fig.4.11 (Table 1.3) and Table 4.11 report predictive
trends in employment, in index form, and the respective
regression results, in the transportation sectors, land and
air, in the unregulated manufacturing and in the regulated
public utilities industries.

It is clear from these data that airline employment
gFew at a rapid pace in the mid-1960 and by 1969 it exceeded
the growth rate of the other industries.

In the post-1978 period, the recession of the early

1980s led to a significant employment loss in manufacturing
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and in the transportation sectors (air and land). In 1983,
with an economic upswing, employment recovered in the air-
industry but it s'as not until 1984 that the trunks reached
their 1979 level. During this same period employment in
manufacturing stagnated. However from 1983 to 1990 with the
resurgence of the remaining trunk carriers, employment
rebounded (74 annually), exceeding the growth rate of
surface transportation {(3Z) and of the utilities (1%).

It is interestiﬁg to note that while these industries
follow the same cyclical pattern, with employment declining
during low economic cycles and rising when the economy is
good, it appears that the recessiaon of the 1980s had more
negative effects than that of the 1970s, with some
industries being more affected than others. Employment in
manufacturing hardly récnvered, probably due to the
increasing international competition that has become
critical in recent years, while the utilities experienced a
stable growth throughout the 1980s. All of the industries
that underwent some reguiatory changes (railroad and the
trucking)2% the air industry outstripped all of these

sectors with respect to employment growth.
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Figure 4.11 - Predictive Trends in Employment
Selected Industrics
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TABLE 4.11

Regression results of the two equations relating eaploysent indexez of selected industries
to year for the periods 194077 and 1978-90, :

TRUNFLINES AIR INDUSTRY  HANUFACTURING LAND UTILITIES

TRANSPORTATION
1960-77 1978-90 1980-77 1978-89 1940-77 1978-89 1940-77 1978-69 1940-77 1978-89

Constant  .513 + 903 461 342 B2b 987 339 985 STl 1.03
(082} (L110)  (L0BE)  (.082)  (.046) (.O32) (.OIT) (.04} (015} (017

Year +03 W02 03 05 008 -~ 006,000 004 W01 018
(.003)  {.008)  (002)  {00A} (.002) ¢.002) (.000) (.003) (.000) (.001)

R Squared .827 494 .892 873 529 374 005 28 M 538
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4.5.ii. Trends in Average Compensatian.

Fig. 4.12 and Table 4.12, which display predictive
trends in average real earnings and their respective
regression results, indicate that during the regulated years
real earnings in the airlines exceeded those of the other
economic sectors. From 1945 to 1977, compensation in the
trunklines increased by 3.2% annually compared to 1.4% in
manufacturing and 2% in the utilities and land transport.

In 1979, which coincides with the enactment of the
deregulation bill but also the beginning of a new recession,
the level of compensation fell in all industries. However
while earnings recovered in manufacturing and the utilities,
this downward trend persisted in the transportation sectors.

Thus, while during 1978-1984 the compensation level in
the trunklines exceeded those of the other industries, in
1988, as the rate of growth in these carriers kept below the
inflation rate, their earnings had fallen to the level of
the utilities sector while the gap with manufacturing was
sharply reduced.

However, these data have several problems. While a
large part of the trunks®' labour force is unionized, the
extent of organization in the pther sectors is not known.
Post-derequlation earnings for the trunk sector may also be
misleading due to the lower wages of new employees after the
expansion of the industry. Thus these data should be

treated with caution.
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TABLE 4,12
Regression results of the two equations relating average real earnings of the labour force
in selected industries to year for the periods 1960-77 and 1978-19%0,

TRURKLINES AIR INDUSTRY HANUFACTURING LAND UTILITIES
TRANSPORTATION
1960=77 1978-90 1960-77 1978-89 1960-77 1978-89 1960-77 1978-89 1960-77 1978-89

Constant § 26634 & 47233 ¢ 27320 ¢ 44224 & 23137 ¢ 29426 ¢ 2318% § 32360 § 26097 & 34217
{1072)  (1125) (1052}  (BO3) (364}  (800)  (620) 432} (932} (4131)

Year $ 1150 § -390 $ 1953 $- 575 $418 156 $ 389 §-349 S 6BY ¢ 532
(48) (83} {47} {67} (16} {50} (28) {36} {24) {93}

R Sguared .972 823 .968 880 I 492 984 903 .980 J60
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Tabie 4.13, which summarizes employment and earnings
data, indicates that during the period of regulation,
airline labour enjoyed a high degree of job security. With
employment growing steadily (4% annually) the rate of growth
of earnings in the airlines increased by 1.5%-2% above other
industries’ wage raises. This inter-industry gap in the
level of earnings was substantial and it widened aver time.

This stable pattern of growth changed in the post-
deregulation period. While during 1979-1983, earnings
turned negative in all industries (except utilities) this
downward trend persisted in the trunks and in the
deregulated transportation sectors. In 1989 the trunks’
average compensation declined to the level of the utilities
(in 1978 the gap was over 20%4) and the substantial gap with
manufacturing narrowed as, during 1978-198%, the annual
earnings growth rate in this sector kept up with inflation,
whereas it fell by over 1% in the trunklines.

This review suggests that union bargaining power has
been enhanced by regulation. Over the entire deregulated
period, 1977-1990, earnings fell by roughly 14% in the trunk
lines and by 18% in the air industry compared to a growth of
2% and 9% in the manufacturing and utilities sectors. This
decline which began in 1983 seems to have persisted in
recent years.

Thus the post-deregulation drop in real compensation in

the trunklines may be due to the elimination of regulatory



union rents.

these data suggest caution in their interpretation.

TABLE 4.13

YARIOUS INDUSTRIES
ENPLOYMENT & COMPENSATION
ANNUAL LEVELS & GROMTH RATES

TRUNK SEETOR

YEAR

AIR INDUSTRY

HANUFACTURING

UTILITIES

LAND TRANSPORE.

EMPLOYM, ERRNIKGS EMPLOYN. EARMINGS EMPLOYM. EARNINGS EMPLOYM. EARNINGS EMPLOYM. EARNINGS

ANNUAL LEVELS

1960 137 27087 183 27485 16189 22733 600 25430 025 3307
1966 193 32331 244 33007 18852 2534t B17 30345 2312 26595
1913 271 A8 348 42400 19805 29015 L 35704 231 32393
1974 214 41427 IBh 45249 20087 30901 757 38144 2407 331H
1983 246 4644 430 42451 17941 30147 86y 39410 2209 30644
1989 34 41454 653 37542 19009 Jo0B74 915 41480 2834 28478
1990 3 0
GRONTH RATE (percent per year)
1965-77 4,01 3.2 4,50 2.8% 2.0% 1.4% 1.6% 2,00 ~0.2% 1.9
1966-78 3.2 3.3% .00 2.7% 0.8% L.4% B2 2.0% 0.3 2.0%
1977-83 -1.2 0.1% 2.8 el -LA -0.1% 2.8% 0.7% =0.7%  -l.4%
1978-83 =208 -~0.3% 2.2 ~LJA% 2% 0.2 2.6 0.7¢  -1.8%  -L.9
1983-89 .45 -2.0% 7.3 214 104 0.4% 1.0% 0.9 3N <L
1977'39 3-01 ‘1-11 501% ‘1-51 '0-“ 0.11 1.92 O.Bz 1-11 -1n11
1978-89 2,50 - 300 LR -0,5% 0.1% 1.8% 0.8Y 0.8% -1.4%

Source: computed from Table .6
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However the several praoblems associated with
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4.6. SUMMARY

The main concern of this section was with the effects
of regulatory reforms on labour outcomes in the major sector
of the air industry. Following theoretical premises that
claim that regulation influenced the power of unians to
raise wages and benefits above what they would otherwise
have been, 1 have argued that:
(1) if regulation rendered employment relatively stable,
relative wages in the airlines shpuld have increased above
those iound ip nmon regulated industries. If this hypothesis
is correct, deregulation should have led to relatively lower
labour earnings as increased price competition and entry
subjected carriers to cost pressures. Thus:
{(2) between 1981-19Bé&, under the influence of market forces,
firms should have been more resistant to wage increases
unless these were matched by some output adjustments.
Furthermore, inter-firm and within-occupation wage dispersal
should have increased and inter-industry wage differentials
should have declined.
{3) The emergence of an unregulated oligopoly after 1986
should have lowered pressure on earnings and narrowed inter-
firm wage dispersal. |

The first hypothesis seems supported by the evidence,
It is apparent from the data that both carriers and unions
benefited from regulation. With a protected product market,

unemployment was hardly a problem, and the high productivity
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of the jet aircraft {(which decreased vield and unit costs)
unions had little to lose by pusning up labour costs.=®®
During this period the rate of compensation growth in the
trunks roughly doubled the rate of growth in manufacturing,
the utilities and land transportation. This growth was
shared by all crafts.

The second hypothesis, or the effect of the change from
a requlated oligopy to a competitive environment cn
bargaining outcomes, is also supported by tne evidence.

First, under a radically changed economic and
competitive environment, the impact on labour was on
employment rather than compensation. However, during 1983-
1986, as the industry recovered, profit maximizing carriers
became °‘tough’ bargainers making decisions on expansion or
contraction contingent on the outcomes of collective
bargaining. The 'B-scale’, pursued by financially strong
carriers, is a product of an industry sensitive to price and
cost factors and a means to obtain ‘permanent’ labour cost
reductions. In these years, average compensation in the
trunks declined annually as their rate of growth decreased
sharply compared to the other industries. But employment
increased. This also led to an increase in inter-firm wage
dispersal which suggests that firms set conditions of

employment more related to their performance and to market

forces.
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Examination of post-1986 bargaining ocutcomes only
partly confirm the last hypothesis. The oligopolistic
market structure did not slow down pressures on labour
costs, as the rate of growth of compensation kept moving
downward and wage-differentials still remained. This is
mostly the result of a few carriers with wages below the
sector average (CO, EA) while earnings in other carriers
increased to a2 certain extent (DL, NW, UAL).

These data also partly support the hypothesis
concerning the effects of institutional forces on labour
outcomes. In a deregulated market, the decentralized
bargaining structure of the industry became disfunctional to
unions because they could not maintain uniform wages across
carriers. The 'B-scale’, first adopted by a successful
American Airlines and later enforced by all carriers on all
crafts independently of historical differenceé, varied over
time according to labour market cond;tions. Aggreagate
earnings of employees with industry-specific skills and
those lacking a high level of unionization fell sharply
compared to those of mechanics. However pilots were able to
contain losses relative to flight attendants.

Overall, these data suggest that union bargaining power
was enhanced by requlation. Following deregulation,
relative average compensation decreased gradually, closing

the wide gap that had opened up with those found in other

industries.
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NOTES TO CHAPTER 4.

1. The most important consclidations include the merger of
Texas International, New York Air and People Express with
Continental; of Republic with Northwest; Ozark with TWA and
PSA and Piedmont with USAir. The strategies most commonly
implemented were "hub—-and-spoke’ operations, computerized
reservation systems, monopoly of airport gates, °~frequent
flyer' programs, yield management, alliances with feeder and
other carriers, higher seat density and use of aircrafts.

2. The chairman of Texas Air Corporation, F.Lorenzo, is
known in the ipdustry as an ‘union buster’', after the
reorganization of Continental Airline and abrogation of all
union contracts. In 1984, when Eastern became part of Texas
Air Co., the relation between labour and management became
tense and there were allusions that Lorenzo wanted to turn
the airline into a ‘low-price’ carrier as he previously did
with Continental.

In the late 19BOs, after serious losses, Texas Air began to
dismantle the airline, first by selling Eastern’s lucrative
east cost shuttle to D. Trump, its Latin American routes to
American Airlines and other valuable assets to firms
controlled by Texas Air. 1In 1989 Eastern, after a lengthy
IAM strike supported by ALPA and the flight attendants,
declared banckruptcy under Chapter 1i. However at this time
reaorganization under chapter 11 became hard to achieve. Some
rules related to Chapter 11 had been changed and, as a
result of union lobbying, abrogatiom of union contracts
became difficult. Moreover, the stockholders charged Texas
Air of underselling Eastern’s assets to firms controlled by
Texas Air, while the mechanics charged Eastern of falsifying
aircraft maintenance records over the years. All of these
events jeopardized Eastern reorganization and in 1991 Easter
was liguidated (Business Week, July 30, 1990:22).

3. Northrup (1983) claims that PanAm as a private
international carrier, with few domestic routes, has always
been in a disadvantageous position since its competitors are
carriers usually owned by their respective government, and
heavily subsidized, thus they have always represented a
‘threatening’ competition to the unsubsidized Panfm. It
2lso appears that in 1980, the DOT and the CAB, in the name
of competition, have further damaged PanAm’'s financial
situation by assigning Braniff's South American routes to US
competing carriers. Furthermore, PanAm compounded its
problems by paying a high price for National take—over.
Hampered by increasing losses, in 1985 Panfm sold its
Pacific routes, and in 1990, its London route to United. In
1991, it declared bankruptcy and reorganization under
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Chapter 11. However, in 1991 PanAm sold its European routes
and shuttle services to Delta and in 1992 it was liquidated.

4, The ICAO reports data for the broad category of
ticketing, sales and promotional personnel up to 1986,
thereafter they are included into the ‘ather’ category.

S. In 19463 pilots at American Airlines split from ALPA over
a dispute concerning flight engineers. They formed the
Airline Pilots Asscociation which represents them since 1963.

4, Flight attendants at AA, CO, PanAm and TWA switched to
independent unions; at NA, from AFA to TWU; at NW, from AFA
to IBT (US Department of Labor, 1979).

7. Most US trunk carriers operated DC-10s over the most
competitive routes: 21% of AA fleet consisted of DC-10s, CO
and NA, 11%; NW, 1&6%; UAL, 2B%L, and WS, 7%. Carriers without
DC-10s were DL, EA, Pan—-Am and TWA Airlines {Mansur, Cochan
and Froio 1990:3464).,

8. Maintenance practices vary widely 'among carriers. Some
airlines contract out much of their maintenance while others
do all or most of their maintenance 'in-house'. Thus these
practices may have distorted the measurement of productivity
of mechanics in the trunk lines.

?. PanAm was the first carrier to trade equity for labour
concessions. In exchanged for 10% ownership of the company
all of its upions accepted substantial work rule changes and
107 wage reduction in addition to wage cut previously
negotiated (Business Week, June 4, 1984:60-6B8; Aviation Week
and Space Technology, March 28, 1983:29). 5% of these cuts
was restored in 1983 and the other half in 1984. An
agreement was also signed tying future wage raises to the
firm's profits,

10. In 1983 Eastern negotiated a generous settlement with
its mechanics. However in 1984, due to a deterioration of
the firm's profitability, a Wage Investment Program was set
up. The unions agreed to invest 18% (flight attendants and
mechanics) and 22% (pilots) of wages in exchange for 25%
stock ownership and representation on the board of
directors. Although these unions made several attempts to
purchase the airline, with the intent to change management,
this was preemptied in 1986 when the carrier was sold to
Texas Air Corporation.

Western in 1983 cut labour costs through a Partnership
Plan that included an employee stock plan, a profit sharing
plan and two labour nominees on the board of directeors. It
also received work rule concessions and wage cuts (10-18%)
for a total of 41.6 millions (Wever 1986}.
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11. American Airlines, between 1979-1982, laid-off 3000
mechanics, 1000 pilots and flight attemdants and 2000
clerical workers.

12. In 1983, Delta delayed general pay increases and the
majority of its employees took a voluntary temporary wage
reduction to purchase Delta’s first B-747 aircraft (Aviation
Week and Space Technology, Nov.21, 1983:27-30). S8ince Delta
employees are non-unionized, except for the pilots, and the
carrier is well known for its relatively high productivity
and friendly labour relations, these concessions are
indicative of the deep changes in the industry.

13. In 1983, Northwest sought work rule concessions with
its pilots. Wages were frozen for six months, flight hours
increased from 75 to 83 per month but the 3-years agreement
called for generous pay rises (7.5%4 in 1984, &6.5% in 1985
and 3% in 19886). A 'two-tier' scale with the pilots was
negotiated only in 1990 after the merger with Republic.

14, Prior to the merger, in 1983, Republic’'s five unions
traded equity (15.3%4 of the company common stock, 3 million
warrants of common stock exercisable at $10 per share - at
the time the stock value was %3.75 — and %100 million of
preferred shares in the event of liquidation, and one union
seat on the board of directors) for 154 wage cut and work
rule concessions lasting through 1986, estimated to increase
productivity by B%4 (Wall Street Journal, May 24, 1984).

15. In 19921-92, Delta cut wages by 5%4; United announced to
lay-off 2800 employees, some upper—-level managers took a 5%
salary cut and the firm sought a one-year 5% wage cut and a
two-year moratorium on wage and expense increases to all of
its unions (the pilots responded by asking in return for the
right to inspect the carrier’'books, while mechanics and
attendants refused); American laid off about 1000 middle
management and plan to shrink the airline by closing
unprofitable hubs or selling assets; TWA, under Chapter 11
bankruptcy, in early 1993 obtained %6460 million in labour
concessions in exchanged for 45% of the company’'s equity,
four of the 15 board seats and the right to name one of two
vice-chairmen; and Northwest, scrambling to avert
bankruptcy, demanded $900 millien in concessions from its
six unions. Although Northwest unions formed a united
front, this fell apart in the mid-1993 as pilots (ALPA) -
whose collective agreement protect them forcing any airline
that buys NW routes to take them along - opted for separate
negotiations.
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l6. Pilots, after & months, flight attendants and mechanics,
after 18 months, unconditicnally agreed to return to work
but, at that time, Continental had withdrawn recognition of
their unioens, due to loss of majority support. Flight
attendants attempted another strike in 1989. This ended
four days later because 2?74 of the attendants refused to
honor the picket lines.

17, Between 1981-1984 most carriers called for some kind of
wage concession. Starting in 1985-1984, almost every
carrier annual report indicates some change in work rules
conceded by some labour groups. These include productivity
rules by relinguishing some kind of work scheduled
limitations, use of part—-time and contracting out.

18. These practices include demands that minor mal fupctions,
such as leaking galley faucets or loose tables, be repaired
prior to departure, and usually these are reported at non-
maintenance stations, to delay operations.

19. United pilots utilized a tactic called ‘Sweet Sixteen’
which involved slow taxing and elaborate maintenance checks
at each flight leg to delay flights {(McDonald and Asher
1989).

20. In the spring of 1990, American Airlines recorded a low
on—time performance and this was due to its pilots, of which
60%4 are on the lower pay stale, working strictly by the book
(Business Week, July 2:1930).

21. This view has been suggested by Walsh (1988) who sees
the widespread of 'two—tier’' plans as part of the carriers’
goal to shape labour relations in the post—-deregulation
period. Earlier authors (NMB 1983; Cappelli 1987; Spencer
and Cassell 1984) emphasized the need of the carriers to put
costs in line with those of low-cost carriers and the
attractiveness of the two-tier wage scale to unions due to
the low threat they constitute to current members.

22. Various explanations have been offered for this
phenomenon: the government’'s firing of air-controllers in
1981 which set the tone for aggressive management actions, a
recessionary economy, a depressed labour market and lastly
the refusal of other crafts to honour picket lines. See
Kochan, Katz and McKersie (198&); Spencer and Cassell
(1984); Cappelli (1987); and Cohen (1990).

23. 1In 1992 Delta took over most of Pan-Am’'s overseas
routes. Pan—-Am and Eastern collapsed; Continental, TWA and
some medium size carriers declared bankruptcy under Chapter
11. Furthermore, in 19872 KLM bought 4%9% stake in NW, in
1992 British Airways, 44% in USAir (Business Week, August



190

24, 1992:54-61) and in 1993 Air Canada acquired 23% of
Continental. While the bankruptcies of US carriers led to
a new wave of lay-offs, these global alliances may further
affect the industry’'s employment level. In the BA-USAir
case, analysts predict layoffs of about 43500.

The costly atguisition of PanAm's Atlantic routes (and
its absorbtion of 7800 PanAm unionized workers) and the
recession which followed, caused Delta, which had the
highest wages and benefits in the industry and did not
layoff full-time workers since 1957, to forlough workers and
apply reduced work schedules (Wall Street Journal, Sept.10,
1992).

Z24. In the railroad industry, the 19746 Railroad
Revitalization Act and the Regulatory Reform Act gave
railroad companies greater freedom in rate setting and
facilitated mergers and route abandonment., In 1980, the
Stagger Rail Act liberalized rate regulation. The ICC could
not reject rate reduction unless the cut rate was below
variable costs and it exempted some kind of goods from rate
control.

In road transportation, buses became deregulated in
1982 following the Bus Regulatory Reform Act and trucking
became formally deregulated in 1980.

25. The industry seldom faced any kind of financial troubles
that would require extensive lay-offs and employee
sacrifices to keep the carriers going since the CAB stepped
in to arrange friendly mergers and to protect the interests
of the ‘merged’ employees (through its labour protective
provisions, such as preservation of employee seniority
rights and other interests).
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CHAPTER FIVE

COLLECTIVE BARGAINING IN THE CANADIAN AIRLINE INDUSTRY

S5.1. INTRODUCTION

This chapter explores the outcomes of collective
bargaining in the Canadian airline industry during the
period of government regulation, 1960-1984 and in the post-
1984 years. Economic reforms in Canada were phased-in
gradueally. From 1978 to 1984, the government introduced a
period of regulated competition followed by ‘liberalized’
competition, from 1984 to 1987 and, in 1988, by economic
~deregulation. Thus, deregulation as implemented in the
American industry aoccurred in Canada only in 19688. However
most apalysts identify 1984 as the beginning of economic
deregulation since it was equivalent to the American
transition period to full deregulation.

This account alseo tests the following hypotheses:
(i) whether, given a combination of a state carrier and
government economic legislation that may have prevented the
transfer of high rents to ilabour, the effects of
deregulation on bargaining ocutcomes were relatively smallj
(2) whether, in the post-1984 period, under the sharpening
of market forces, wage increases were traded-off for
employment-output adjustments and become related to the
carriers’ performance and labour market conditions.

The organization of this chapter follows that used in ‘
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the previous chapter. Section 3.2 describes the growth and
the economic performance of the major carriers and of the
scheduled industry. Section 5.3 outlines the effects of
these economic trends on the employment, output and earnings
of the labour force in the national carriers® and compares
them with those of the scheduled industry during the two
pericds under study. Since Air Canada was the domirant and
state owhed airline, and a leader in labour relations, this
section also assesses the extent to which the other carriers
model led compensation on the state carrier and whether the
reforms changed this pattern. To determine changes in
labour efficiency as well as the ability of each labour
group to resist deregulatory competitive pressures, section
5.4 presents trends in employment, output, compensation and
industrial conflicts of the major work groups in the
dominant carriers. Subsequently, section 5.5 compares
aggregate employment and earnings data in the air industry
with similar trends in manufacturing and the whole land

transportation—-communication—-utilities aggregate.

«. The term major, national and dominant carriers will
be used alternatively in the text to mean Air Canada and
Canadian (CP/CAIL). The term Canadian or CAIL is used to
refer to Canadian International Airlines, formerly Canadian
Pacific Air.
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5.2 TRENDS IN THE ECONOMIC PERFORMANCE OF THE AIRLINE
INDUSTRY.
S5.2.1 Industry Growth and Concentration.

As illustrated in Figure 5.1 (Table 1I.1) the Canadian
air industry bhas always been extremely concentrated. The two
major carriers, Air Canada {AC} and Canadian Pacific
Airlines (CP), dominated the market, while the five regional
ones (Eastern Provincial Airways (EPA), Nordair (NA),
Pacific Western Airlines (PWA), Quebecair (GA) and Transair
{TA)) always played a minor role in scheduled services.*

The industry expanded in the mid-1940s in response to
the jet revolution, the growth in traffic and institutional
interventions. During 19460-1974, the industry scheduled
traffic (RPM) grew at an annual rate of J0%. Although this
growth can be mﬁstly attributed to the major airlines, it
also was shared with the regional sector. These regional
carriers, which in the early years accounted for 2% of the
market, in the late 1960s, in response to the opportunities
opened up by the regional policy, began expanding and by
1975 their market shares accounted for 7% of scheduled
services, while traffic grew by over 20% annually.

This rapid growth slowed down in the mid-i??Os,
fbllowing the 1973 o0il embargo and during the recession of
the early 1980s. From 1974 to 1978, traffic growth declined
to nearly half the previous rate, increasing at an annual

rate of 4% in the majors and 13% in the regional sector.
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Fig 5.1 — Canadian Airline Industry
Revenue Passenger Miles - Toll Service

——a— Majors
e “=—®—  Reglonals
s, wn—it——  |ndustry

1960-1983 i 1984-1990 -

In the first years of the post-1978 period, which

coincides with the enactment of the deregulation bill in the
US and of regulated competition in Canada, from 1978 to
1980, under the effects of a prosperous phase of the
economic cycle and price competition,® revenue passengers
grew by 10% annually in the majors and 20% in the regionals.
The recession that followed had a negative effect on both
sectors’ growth. During 1981-1983 scheduled revenue
passengers declined by 14% in the national and 22% in the
regional carriers. Although the regional sector, under the
impact of the nationals ‘fare-wars and the recession, lost

only 1% of the market, the loss probably would have been
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higher had not some regional governments shielded these
carriers from possible bankruptcy.™

The structure of the industry changed in the post 1984
years, with the announcement of the New Canadian Air Policy,
the economic recovery and probably the ‘ripple effects’ from
the deregulated American context. To maximize the benefits
of deregulation, the two largest airlines expanded through
mergers and acquisitions. In 1986 Canadian Pacific took
effective control of the regional airlines and in 1987 it
was bought and merged with Pacific Western and renamed
Canadian Airlines International (CAIL). In 198&4 both
airlines acquired some of the emerging commuter carriers to
serve short-haul markets and as feeder to their larger
network and began a process of global expansion.?®

In 1988, with the institution of a system of economic
deregulation similar to the American one, this concentration
trend persisted. In 1990, after CAIL took over Wardair - a
charter company which in 1986 was granted authority to
operate some domestic routes - and merged it into its
network, the industry changed into a duopoly with two
carriers sharing most of the market. A review of mergers
and acquisitions during 1977-1990 is provided in Table 11.8
in the Appendix.

In the post-reform period, 1984~%90, with the economic
recovery and price competition, the industry experienced

steady growth. During 19B4-1990, capacity and traffic
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increased at a roughly similar rate as in the 1968-78 years.
However from 1978 to 1990, capacity and revenue passengers
grew by 4.46% and 5% in contrast to an annual growth rate of

10% and 117 during the previous twelve regulated years.

S.2.ii. The Industry Performance: Profits and Costs.

Figure 5.2 (Table 1I.2) reports the profitability of
the major sector in terms of operating income and net
profits after taxes and as a percentage of operating
revenue. The major factors related to the performance of
the carriers, yields, unit cost and unit revenue, are
reported in Table 5.1. These last two variables are
measured in term of revenue ton miles and are shown in 1986
dollars. Figure 5.3 (Table !1.3) illustrates the major
sector and the total industry’s proportion of labour costs,
as a percentage of operating expenses.

The profitability of the carriers fluctuated greatly
throughout the years in response to the Qariatinns of the
business cycle. From 1943 to 1974 and again from 1977 to
1981, under the impact of high loads that lowered unit costs
and yields, profits grew steadily and the carriers were able
to retain annual net earnings of about -2%.

This upward trend was reversed during periods of
economic contractions, such as during 1974-76 and again in
1982-83 and 1985. In these years, under the impact of

falling traffic and overcapacity created by the recession,
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which decreased unit revenue while increasing yield and unit
costs {during 1973~-74 fuel prices increased by &4.3%), the
carriers posted net profit losses. However in 1982,
following the liberalization of fares® and higher
competition, operating expenses exceeded revenue and, far
the first time the nationals reported also an operating
deficit. In these years, the effects of the recession were
made worse by the fare wars which, by increasing unit cost
faster than unit revenue, resulted in operating and net
profit losses.

During the next years, 1984-1989, with the gradual
implementation of deregulation, the can:entration of the
industry into a duopoly, and the recurrence of a high
economic cycle, profits rebounded. At this time, the
profitability of the carriers resulted mostly from lower
unit costs than from unit revenue, since unit revenue and
vyield, probably affected by the lower fares, decreased
annually. However in 1990, with the beginning of a new
recession and negative world events, both measures of
profitability took a downward dip which is indicative of the
cyclical performance of the industry and its dependency on

the health of the economy in general.
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Fig 5.2 - Canadian Major Carriers
Operating and Net Income after Taxes
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TABLE 5.1
CANABIAN WAJOR CARRIERS
UNIT COSTS, REVENUE AND YIELD

REAL UNIT REAL UNIT REAL UNIT REAL UNIT
YEAR REAL  REVENUE Cost POINT  YEAR REAL  REVENUE  COST POINT
YIELD  (RTM) (RTM)  SPREAD YIELD  (RTH} {RTH)  SPREAD
1960

1984 0.24 2,43 2,48 -0.03 1976 0.16 1.43 1.40 0,04
1962 0.23 2.4 2.3 0,07 i1 0.14 1.49 1.38 0.10
19463 0.25 2,38 .27 0.1 1978 0.1b 1.44 1.33 0.10
1964 0.24 2, 2.10 0.13 1979 0.15 1.3 1.2? 0.08
1945 0.23 2,14 2,00 0.14 1580 0.13 1.42 1.36 0,06
1968 0.22 2,04 1.90 0.14 1381 0.16 1.4 1.40 0.03
1987 .20 1,93 1.83 0.0 1982 0.17 1,37 1.38  -0.02
1968 0.20 1.84 .1 0.13 1983 0.17 1.9 1.27 0.01
1969 0.19 L.6% 1,60 .09 1984 0.16 1.2 1.20 0.04
1970 0.18 1.4} £.94 0.07 1985 0.16 1.23 1.22 0.01
1971 0.19 1,561 1.51 0.09 1985 0.15 1.24 1,18 0.06
1912 0.17 1.49 1.38 ¢.11 1987 0.13 1,22 t.16 0.07
19 0.14 1.40 1.34 0.09 1988 0.13 1,15 t.4 0.04
1 0.17 1.48 1.82 0.04 1989 0.14 4,13 §.12 0.01
0.14 1.08 t.16  -0.02

. WS 07 LA 1AL 0,05 19%

Source: Data computed by the author using data from the carriers Annual Reports.
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The largest parts of the industry’'s total operating
expenses are fuel and labour, with labour expenditure being
the highest component of total operating expenses.

Figure 5.3 and Table 5.2, whigh present predictive
trends in labour costs and the equations results generating
these trends, prior to and aftter the liberalization of
economic controls for the major carriers and the industry
(1960-1977 and 1978-1990), shows that in the early years,
labour costs constituted 38% of the major carriers'
expenses. This proportion fell gradually throughout the
years in response to the higher productivity of the jet
aircraft, such as in the 1960s. During 1974-1977 and again
during 1978-83, as the the fuel component of costs rose
dramatically, the share of labour costs declined. In 1983,
it represented 32% of the major sector’ operating expenses.

From 1984 to 1990, although the rises in the price of
fuel abated, the propartion of labour costs decreased
gradually to represent, in 1990, 30%4 of operating expenses
or a drop of 2% from 1983. This suggests that the
competitive environment spurred by the economic reforms
compelled the carriers to become more efficient in their use

of labour.
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Fig 5.3 - Canadian Carriers

Labour Costs and Predictive Trends
" 1960-1983 1984-1990
Industry
W ~—— Majors
iy —8— Alr Canada
> CAIL
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TABLE 5.2
Regression results of the two equations relating labour costs (percentage of
operating expenses) to year for the periods 1960-77 and 1978-90,
MAJOR CARRIERS AIR INDUSTRY
1940-17 1978-90 1960-77 1978-90
Constant 38 +33 +38 .33
(,01) {.008) (,014) {,008)
Year -.001 -.002 «.002 -.003
(0007} ¢.0008) {,0008) {.0006}
R Squared 158 339 345 J17
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5.2.1iii. Differences among carriers: Market share, Profits
and Costs.®

Throughgut the period of full direct regulation, Air
Canada dominated the industry. From 1940 to 1978 it held
about 75%Z of the major sector’'s market (ASM) while Canadian
Pacific was not allowed to grow to more than ane third of
the size of the Crown airline.

During these years, the performance of the two carriers
varied significantly. Air Canada‘s net profit ratic {before
taxes and as a percen£ of pperating revenue) was lower and
its labour costs higher than those of Canadian Pacific.

Frqm the mid-1940s to the recession of the 1970s Air
Canada‘’s profits ranged from 17 to 47 compared to the 1%-
12% captured by the private carrier. It thus appears that
Air Canada was under profit constraint, using some of its
revenue to subsidize its small communities routes.*
Similarly, as shown in Fig.5.3, its ratio of labour
expenditures averaged roughly 39% of all operating expenses
compared to 334 in the private carrier.

The reforms of the late 1970s - the 1977 new Air Canada
Act which altered the goals of the Erown carrier and, in
1978, the release of regulatory constraints on Canadian
Pacific which put the two airlines on an equal footing -

began to modify this divergent performance.

©, Data on market shares and profits have been obtained
from Tables II.1 and I1.2 in the Appendix.
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During 1978-1984, as Canadian Pacific expanded its
network, competing with Air Canada on long-haul domestic
routes, and Air Canada exited from some uneconomic routes
previously imposed by the government, the Crown carrier’'s
market shares declined from 744 in 1978 to 49% in 1984.
However, while during 1978-1981, with the economic upturn,
Air Canada profits exceeded those of its rival and were the
highest in its whole history, from 1982 to 1985, under the
effects of the recession and. higher competition, it reported
net losses or zero profits and, for the first time, an
operating deficit. These lasses were higher at Canadian
Pacific and, probably under the impact of its rapid
expansion, lasted, except for 1984, from 1981 to 1984.

The changes which occurred in the post-1984 pe;iod and
the creation of Canadian Airlines International in 1987,
eroded Air Caneada’s dominant pusition. This carrier’'s
market share declined to 57%, and in 1989, when CAIL merged
with Wardair, to 52% of the majors’ market. From 1986 to
1989, with the economic recovery and the cancentration of
the industry, Air Canada’s profits moved upward whereas CAIL
reported more losses. The erratic performance of Canadian
may be due to its efforts to emerge as a strong force in the
industry and the capital costs involved in the acquisition
and merger of several carriers into one.”

The carriers’ proportion of labour expenditures, which

converged in 1978-79, diverged again in the following years
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as Canadian Pacific, under mounting preofit losses and
probably employment redundancy after the merger, made labour
adjustments. While in 1990 the proportion of labour costs
at Air Canada was slightly inferior to its 1984 average, or

33%, it declined by 3% at Camnadian, from 29%Z in 1984 to 2&6%

in 1990.

Table 5.3 summarizes the combined economic performance
of the major carriers in the industry over the past thirty
vears. It reports four growth indicators, output (ASM),
sales volume (RPM), load factors and the nationals market
shares relative to the total industry (measured as the
proportion of scheduled revenue passenger miles), along wi‘“h
few efficiency indicators, vield, unit cost and the labour
expenditure ratio.

In the mid-1980s, as the recession ended, the national
carriers experienced a steady increase in the volume of
output and éales. However, during the post-deregulation
period, 1984-1990, the rate of growth of these variables was
slightly below the rate over the same time span during
‘regulation, 1965-1977. Similarly their share of the
passengers’ market, which fell during the 1980s to reach a
trough in 19846, in 1990 was at roughly the same level as in
1978. Passenger load factors which historically were rather
high, except for 1990, kept increasing during these years.

This relative growth stagnation is also reflected in
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the efficiency indicators. Real yield (average price for
seat mile), except for an intrease during 1978-83, declined
throughout the years. In the post-1984 years, while yield
decreased at a similar rate of deceleration, the decline in
the cost per unit of sale was less significant than during
the regulated period. On the nther.hand, labour expenditure
as a proportion of operating casts fell by 4% from the 1978
level while the net profits ratio remained similar.

The picture that emerges from these data is that
following the reforms of 1984, the major sector failed to
achieve any substantial market growth from the previous
regulated period. Moreover, while the concentration of the
industry and probably the extended connector network,
increased loads and decreased the nationals’ market shares,
average fares and the cast per unit of sales failed to show
any notable change from the previous regulated period.‘

To see whether the economic reforms of 1984 aftfected
the labour force, the next section reviews trends in

employment, preductivity and earnings.
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TABLE 5.3

CANADIAN HAJOR CARRIERS
ECONDNIC PERFDRMANCE

ANNUAL LEVELS AND GROWTH RATES

MARKET  L0AB REAL REAL RATIO  RATIC  RATID
YEAR ASH RPN SHARE FACTOR  YIELE UNIT COST LABOUR  FUEL NET
SYSTEN  SYSTEM  SCH.RPN RPN RPN C05Ts  CDSIS  PROFITS

1. ANNUAL LEVELS

1950 3987 2360 0.9 0.64 2 248 0.41 0.12  ~-0.04
1964 8548 3404 .90 0.63 22 190 0.35 0.11 0.03
1968 12987 7260 0.89 0.56 20 171 0.38 0.11 0.02
1970 16173 741 0.84 0.40 18 154 ¢.37 0.11 0,00
19715 5036 15317 0.78 0.61 17 141 0.36 0.19  -0.01

1978 26865 17918 0,75 0.47 14 133 0.34 0.19 0.0
198 30848 21252 0.72 0.69 16 140 0.31 0,27 0.02
1985 27784 10463 0.70 0.66 17 127 0.33 0.26 0.00
1984 2970 20394 0.70 0.69 16 120 0.32 0.24 0.01
1985  318&¢ 21140 ¢.68 0.04 16 122 0.3 0.2  -0.01

1986 31930 21725 0.6 0.48 19 118 0.32 0,19 0.0
1987 35249 24841 0.72 0.70 13 114 0.31 0.18 0.02
1988 3948 21732 0.70 0.70 15 31} 0.30 0.17 0.02
1989 45253 31010 0.73 0.69 14 112 0.31 0.16 0.0l
1990 44647 30428 0,71 0.68 i4 110 0.30 0.18  -0.02

2. BRONTH RATE (percent per year)

1965-77 1.0t 12,04 -2.60 -3.0) 0.8%
1966-78 16,28 1102 -2.4%  -2.81 £.0%
1977-83 1.8} 2.2 T I ¥ 4 4 1.3
£976-83 0% 1.0% L3 -0.8% 1.1
1983-90 7.1% 8,32 2.3 -0 0.6
1977-90 4.?! 5.0% -1121 ‘1.61 1.01

1978-90 4,61 3.3 -0.8%  -1.0% 0.7%

(43
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5.3 THE LABOUR FDRCE: EMPLOYMENT, PRODUCTIVITY AND EARNINGS.

To see to what extent the reforms changed the pattern
of labouF relations, this section examines and compares
aggregate labour outcomes in the industry, in the scheduled
and major sectors during the periods of full direct
requlation {(1960-77), controlled competition (1978-83) and
derequlation (1984-90). Parts 5.3.i and 5.3.ii report
aggregate trends in employment, productivity and average
real earnings. Part 5.3.iii compares these trends in the

two dominant airlines, Air Canada and CAIL.

5.3.i. Aggregate Trends in Employment and Labour Output,
Figure 5.4 (Table II.4) illustrates the relative
employment level of the industry, of the scheduled sector -

which includes the two nationals, the five regionals and,
from 1981 to 1989, Wardair - and of the national carriers.
The industry’s employment level increased rapidly with
the jet revolution and the implementation of the regional
policy. From 1960 to 1970, employment grew at an annual
rate of aver 5% in all sectors of the industry. Although
the recession of the mid-1970s slowed down this fast growth
in the major airlines (during 1975-1977, these carriers cut
about 5% of their labour force, roughly 1500 jobs, whereas
the regional carriers kept expanding) this upward trend
persisted until 1980-81. At this time, from 1981 to 1984,

under the effects of a new recession and higher domestic
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competitinn; employment fell‘dramatically. The major
carriers curtailed 94 (3000 jobs) and the regionals, 1&%
{1000 jobs) of the labour force.

This downward trend persisted during the first years of
the economic reforms and it reversed only in 19846 with the
economic recovery and the policy changes. The dominant
sector gained itg 1981 peak only in 1987 after the take-
overs of the reqional carriers and, although from 1984 to
1990 employment in this sector grew by 4% annually, this
growth was partly the net result of the merger process,
since in 1990 its tqtal employment was only slightly above
the 1981 level of the former scheduled sector. Moreover,
with the absence of any substantial new competition, the
industry’s annual rate of growth averaged 3% or roughly half

of its previous rate.

Figure 5.5 and Table 5.4 (Table 11.3) show predictive
trends, and the equatiaons generating these trends, in
productivity and real labour cost (1986 dollars) in index
form for the major carriers during the periods of regulation
(1960-1977), controlled competition {(1978-1983) and economic
liberalization (1984-1990). The first variable is measured
as the number of available seat mile per employee; the
second as the cost of labour per unit of production (ASM).

Throughout most of its history, the airline industry

enjoyed a high level of praductivity. From 19446 to 1978,
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labour output in the national airlines, helped by rapid
technological innovations and the expansion of traffic, grew
by 5% annually while unit labour costs declined by 2%4.
However, during 1978-83, undeF the effects of a recession
that lowered loads and inflated costs, labour productivity
declined while unit labour costs spiralled upward,
increasing by over 1% annually.

This trend changed only in the post-1984 pericd with
the evolution toward deregulation and the concentration of
the industry. Although from 1978 to 1990, the carriers’
performance was below the rates attained'during the period
of regulation, from 1984 to 1990 unit labour costs declined
by 2.5% per year but productivity lagged behind, increasing

by 2.7%.

TABLE 5.4
Regression results of the three equations relating productivity and unit labour costs indexes
to year for the periods 1960-77, 1978-83 and 1984-90 for the Mational carriers.

PRODUETIVITY UNIT LABOUR £OSTS
1980-77  1978-83 15984-90 1960-77  1978-8% 1984-90
Constant 335 1,018 1.007 1.684 .988 793
(.018} (.016) {.052) (.088) (,00%) {,035)
Year 0356 =00 - 019 -.042 013 =021
{0009} {.0038) {,0099) (.0043) (,0022) -~ (,0067)

R Squared 991 36 A39 881 924 - +b58
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Thus it appears that the 1980s recession had a negative
impact on the fanadian industry and this lasted until the
mid—-1980s, although the industry was still regqulated. The
1984 policy changes which led to a restructuring of the
industry and the creation of a duopoly did not result in any
substantial employment growth. Although labour output
lagged relative to the growth rate attained during the
requlated period, the decline in unit labour costs suggests
that the carriers were able to increase output and labour

utilization while decreasing overall employment costs.

5.3.ii. Aggregate Trends in Average Real Compensation.

Figure 5.6 (Table II.#) and Table 5.5 report predictive
trends in annual average real compensation and the results
of the equations generating them, for the three periods
under study for the national, the regional carriers and the
industry.

It is clear from these data that during the period of
full regulation, real earnings increased steadily, grewing
by roughly 3% per. annum in all sectors of the industry.

In the ppst-1978 pericd, from 1978 to 1983, probably
under the impact of both wage and price controls impnseﬁ on
the state carrier and the recession, the naticnal airlines’
rate of growth of real compensation equalled the rate of
inflation, while earnings grew Ly roughly 27 annually (1978~

1986) in the regional sector. This sector’s wages which
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historically were below the nationals’levels, in the early
19805, with the liberalization of some routes and fares,
moved steadily upward until these carriers merged into the
CAIL network.®

In the post-deregulation period, 1984-%0, the wage
trend moved gradually downward, with real earnings declining
by over 14 annually in the industry compared to a half

percent in the national carriers.

To see the effecits of employment on earnings in the
national carriers, predictive eguations were estimated and
reported in Table 35.46. The result indicates that while
throughout the regulated period, 1964-1977, the wage trend
was positively and highly correlated with employment (.89),
between 1978 to 1990 this correlation turns weak and
negative (-.39). However during the ’'deregulated’ period of
1984-1990, this negative relationship becomes highly
associated, suggesting that the.decline in wages could be
partly due to the °‘two-tier’ wage scale which pays lower
wages to new employees and which began in Canada in 1984 in

the regional carriers and soon thereafter in the nationals.

Before assessing the responses of unions to the changes
introduced by deregulation the next pages look at labour

outcomes in the two national carriers.
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Regression results of the equations relating average real earnings to years for the periods
1965-77, 1978-83, 1984-90 for the National and the air industry and for the periods
1943-77, 1978-86 for the Regiona) carriers.

NATIONAL CARRIERS

REGIONAL CARRIERS

AIR INDUSTRY

1965-77 1978-83  1984-90 1965-77  1978-B6  1945-77 1978-83  19B4-90
Constant $20292 $38564 $38378 $23500 $3557¢  $25121 $35223 $34794
(831) (469) [470) {899) (7191) {TH) {480} (707)
Year $971 $182 $-276 $984 $594 $955 $223 $-582
{41} {117} {88 {64) {102) (5} {118) (133)
R Squared 957 378 5h0 332 830 953 478 J98
TABLE 5.8
Regression results of the four equations relating average real earnings to eaployee
for the periods 1945-77, 1978-83, 1384-90 and 1978-90 for the Natienal carriers.
19465-71 1978-83 1984-99 1378-90
Constant $13717 $38274 42420 $39525
{1798) {614) {374) {863)
Employee 019 -.04 -4 =07
(.11} (.14) {03 {.05)
R Squared .802 020 784 154

v F
1969
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5.3.iii.Differences among carriers: employment and real
earnings.<

During the 19&60s and early 1970s, as a result of the
expansion of the industry, economic prosperity, and under
the protection of regulation, employment grew steadily in
both airlines. Although Air €anada held 804 of the major
sector’'s employment share and in 1978 still accounted for
73%, from 1966 to 1977, employment grew at an annual rate of
8% at Canadian as compared to 5% at Air Canada.

During these years, under a regulated regime and with
the benefits of the new technologies, which boosted
productivity and lowered unit costs and yield, aggregate
labour earnings increased by roughly 3% per year in both
carriers.

From 1978 to 1980, with Canadian expanding into the
domestic high-density routes, previously dominated by Air
Canada, and with the more competitive climate spurred by the
liberalization of fares, employment péaked. However in the
next years, 1981-83, under the effects of the recession,
this growth was neutralized by the lay-offs carried out By
both carriers. These losses continued through the period of
‘deregulation’. During 1980/8B1-1985, Air Canada cut about
10% and Canadian over 15% of their respective labour forces.

From 1978 to 1983, real wage increases, under the

impact of the monetary controls on the crown airline and the

=, See Tables II.3 to I1I.7 in the Appendix.
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recession, approximately equalled the rise in the consumer
price index at Air Canada. Real wages fell slightly by -.15
annually in the private carrier but employment grew by 3%
annually in contrast to 1% at Air Canada.

In the post-deregulation period, 1984-~1990, the
consolidation of the market and the high priced competion©
between the two carriers eroded the dominant position of Air
Canada andllabnur outcomes began to diverge.

From 1984 to 1990, Air Canada‘s employment grew at an
annual rate of 1% and in 1990 its emﬁloyment level was still
below the 1980 peak. As employment stagnated, wages grew by
roughly 1%Z. At Canadian, as a result of mergers which
increased this carrier’'s employment share from 25% in 1978
teo 43%4 in 1990, real wages fell by 2% annually. Thus, this
divergent rate of growth of earnings seems related to the
rapid employment growth at this carrier. During 1984-1986
real compensation increased at a similar rate in the two
carriers, with increases averaging the inflation level.
However, from 1987 to 1990 real compensation fell by over 3%
per year at Canadian compared to an increase of 1.4% at Air
Canada.

The policy changes also affected the efficiency
performance of the two carriers. The real cost of labour

per unit of output at Canadian, which during the regulatory

®. In 1978 less than 15% of the major carriers revenue
came from discount fares, but in 1985, this accounted for
&0%.
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period was sluggish, probably under the effect of the
extended route network afforded by the economic reforms and
lower labour expenditures, declined (-.3%4) and labour output
moved upward (4%). In contrast, at Air Canada, both of

these measures slackened (-.1% and 2% annually).

These data suggest that the change from a regulated to
a competi’ ive environment, by changing the structure of the
market influenced bargaining outcomes in the two carriers.

Throughout the period of regulation, under a secure
market structure and with employment usually linked to the
fluctuations of the business cycle, real earnings grew by
more than double the rate of inflation.

bDuring the phase of regulated competition, from 1978 to
1984, under the effects on the crown carrier of both the
recession and monetary controls, employment was curtailed
but real compensation increased by the inflation rate.

Thus, these data appear to support the hypothesis that
the combination of regulation and government legislat;nn
protected labour from the negative effects of the economic
cycle.

This pattern changed in 1987. With Canadian eroding
Air Canada’s market shares along with price competition and
probably employment redundancy after the mergers, labour
outcomes began to diverge. Under the impact of rapid

employment growth, wages and unit labour costs declinad at
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Canadian while at Air Canada, employment stagnated but
earnings remained relatively high. .

There are two alternative interpretations to explain
these divergent outcomes. These data seem to suggest that
the crown carrier failed to force wages down to a more
competitive level because labour may.have used political
influence to delay threatened losses. But, this divergence
also seems to be related to employment variations in the two
carriers. The absorption of the regionals’labour force into
Canadian along with the possible employment losses may have
forced unions to make more concessions and to trade wages
for employment at this carrier in a way that Air Canada

could avoid.
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S.4. EMPLOYMENT AND COMPENSATION IN SELECTED OCCUPATIONS.

To evaluate the impact of the economic reforms on the
bargaining power of labour, this section presents trends in
labour outcomes for the major labour groups in the scheduled
industry and in the major sector.

Parts 5.4.i and 5.4.ii report trends in employment,
labour ocutput, measured as the number of employees per
available seat mile, and average annual earnings for each
labour category. Part $.4.iii compares some of these trends
in the two national carriers while part 5.4.iv. gives an

overview of industrial conflict in the scheduled sector.

S$.4.i. Trends in employment and productivity.

Figures 5.7 and 5.7.1 (Tables 11.8, 11.9) present
predictive trends on the employment level of each occupation
in the dominant sector and in the total scheduled industry,
which includes the national and the regional carriers. The
equations generating these trends are reported in Table 35.7.
Table 5.8 shows the annual changes and relative distribution
of these employees in both sectors of the industry.

These data illustrate both the influence on overall
employment of the economic environment and of technological
changes.

Employment grew rapidly in all occupatiens in tﬁe mid-
19605 and early 1970s, with the jet era, and duriﬁg 1979-

1980 when during a period of economic prosperity the
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government liberalized some routes and fares. It declined
or stagnated during the contractions of the mid-1970 and
from 1981 to 1985. However the recession of the 1980s had a
more negative effect on some labour categories than had the
earlier one. From 1981 to 1984, the largest percentage
decline occurred in the number of flight attendants and
maintenance personnel, with a loss of 144 and 13% (or 690
and 900) jobs. Pilots and aircraft servicing followed, with
a cut of 11% and 94 (or 400 and 1000) jobs.

Employment grew again with the etonomic recovery but it
was only in 19287-88, with the consolidation of the industry,
that employment regained its 1981 peak. This growth was
shared by all occupations with the exceptiaon of pilots whose
number in 1990 was below the 1981 level.

A look at the relative distribution of these crafts
reveals that pilots in the major carriers, which in the
19460s accounted for &% of the combined staff, increased by
1% in the 1970s and again in the 1980s. Thereafter their
proportion remained constant. In 1990, flight attendants
accounted for 16% of total employment or an increase of 4
percentage points from 1985, whereas the proportion of
servicing labour was 1 percentage point below the scheduled
industry peak of the 1980s. Maintenance labour, after a
decline in the 19705 and during 1987-1989, in 1990 accounted
for the same proportion as in the 1980s (18% of total

employment).
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These trends may reflect the changes implemented by the
.national airlines in the post-derequliation period.

In the mid-1980s, the carriers-began to shift to ‘hub-
and-spoke’ operations (this trend increased after 1987 with
the development of affiliate connector networks); to
centralize operations in major centers; to exploit newer
aircraft, such as the B-767s and the Airbus-310, which
reguire two rather than three pilots, and to engage in on-
board service rivalry to attract the high yield business
market. Thus, the growth of flight attendants, servicing
and maintenance labour and the declining number of pilots
may be related to these changes. The data for ground
employees may also include a large prnportidn of part—-time
employees. This practice betame a major issue in the mid-

19808 and is not reflected in these data.

TABLE 5.7

Regression results of the two equations relating esploysent to year for the periods 196%-77 and
1978-90 for single work groups in the National carriers and in the air industey.

NATIONAL PI1LOTS FLIGHT ATTENDANTS HAINTENANCE TRAFFIC-SERVICE
CARRIERS 1965-77  1976-90  1965-77  1978-90  1965-77  1978-90  1965-77  1978-90

Lonstant n, 1047 2131 1257 3497 3579 4728 9897 10533

(129} (208) (213) (548) {263} (575} {579) (833)
Year % &5 227 170 80 97 YY) 259

(%) {15} (15) {40) (19} (42) {42) (63)

R Squared .800 424 950 813 503 322 B35 604

INDUSTRY ‘

Constant n.1214 3068 1260 4398 4087 6313 b056 13867
(140} {193) (213) f400) (264) (642) (564) {974}

Year 139 -9 mn &g i -2 151 5
(10 (14) {13) {29} {19} {47} (41) (72

R Squared 942 038 «96% 449 0824 .028 913 045




. Fig 5.7 - Canadian Airline Industry 220
Predictive Trends in Employment: Pilots and Cabin Crew

6.0
55 (- — T Majors/Pilots

—&— Majors/Flight Atiendants
50 ™~

—8— Industry/Pilots /
45 [~ —%— Industry/Flight Attendants / /

40 1965-1977 1978-1990

{thousands }

v v g T Y T T T Y T T v
1065 1967 1869 191 1673 1975 1677 1979 18681 1583 1985 1967 1989

Fig 5.7.1 - Canadian Airline Industry
Predictive Trends in Employment: Mechanics and Service

14

13 |- —8—  MojorsMechamics

12 |-~ MujorsAgenss
—8— IndustyMechmics

" o

10 [T s /

E ! 1965-1977 1978-1990

: o N L3 L L] L] ¥ L L] v L L) ¥ ] L] I
. CoT wmesc et 1969 1971 1913 1975 1977 1978 1981 1963 1965 1967 1909




ThELE 5.6

CANSDIRY STHEMILED EMDUSTRY
ENCLOYNERT BY LABBUR CATEBRIES

PILOTS

RAJORS

ATIENDANTS

NAJORS

iND.

G BARASENENT

NAJORE

L1

NAINTENAKES

RAJORS

8D,

TRAF/SERVIES

MAJORS

1D,

OTHERS

HAJIRS

g,

TGTAL

HIAL

YEAR  CHANSE DIST CWANGE DIST CMANSE DIST CMANGE DIST CWANES DIST CHANGE DIST

CHANSE BISTR CHANGE DISTR CHANGE DIST CHANGZ DISTR CHANGE DIST CHANEE BIST KAJORS CHANSE DIST INDUSIRY

1954
1545
196
1967
1988
15949
19
. Isn
1
uwn
51
1975
1575
1577
e
157%
1980
1961
1982
1583
1534
1983
1982
1987
198
1585
1999

87
.01
25,81
12.81
-1.7L

=051
n
10.41
1.4
T.EL
i )

2,81

0.4
1.5
10
1.3
-2.41
-4.71
=355
~0.451
1.5
15,8
T4
.01
&0

0.06
0.04
0.06
0.07
0.07
0.07
0.07
0.04
9.07
0.07
0.07
0.07
0.07
0.07
4.07
0.08
e.08
0.08
0.05
0.08
0.06
0.08
0.08
0.08
.08
o0.08
0.08

1.81
19.31
27
1.3

2.81
=0.21

1.5

.4
11.8Y
15.31

7.81
-L.12
=1.51

0.01
10,01

5.6

0.5
-3.41
=33
~2.41

0.58%

L

-10.70

.0t

4.0

LR

10.31
28.51
30.01
EM14
B.81
1.1l
12.57
8,01
182
16.81
-1.01
B.42
-5.2
.91
8.3
1L
0.28
-1.41
~£.01
b B 4
-0z
15,2t
1851
7.9
155
5.4

0.07
0.07
0.08
0.09
¢.10
0.10
0.0
6.12
0.12
0.13
0.13
0.13
6.13
0.13
0.13
0.13
0.1
0.14
0.14
0.1
G.18
0.12
0.14
0.14
0.14
0.18
PR H

10.81
25,31
28,5
L.
2.z
E.n
1.3
1.0
12,73
19.13
2.8
1.4
L8 H
2.4
7.5
.8

-L.51
k01

0.5
-6.11
2.5
5.8

?lst
153

LR

0.67
0.0 -2
0.08 3%

009 8.2

0.0 5.4
0.10 8.51
0.10 18,12
0.1 <27.72
012 3.8
0.12 .00
613 .
0.13 -3.tt
8.17 ~12,41
0.1F f2.8%
(IS I 4
6.13 9.5
01 G5
0.1 2.4
0.14 3.5
G.1% ~11.5%
0.1 5.5
G015 <64t
0.14 13.2%
0.14 586,21
642 <55
0.1 TS50

g.12 30,50

0,08
0.01
0.01
0.01
0.01
0.0
.04
0.01
0.01
0.01
¢.01
0.01
0.01
0.0¢
0.01
0.0t
0.01
0.01
0.01
.01
9.0t
0.0t
0.01
0.07
807
6.0&
0.0¢

-2
5.90
13,81
g.41
14.02
FLN )
r %14
0.51
17.01
26.61
(5]
=332
590
500
3T
1.0
=241
-8.51
-7.61
155
in
“4.5
12421
=53
-7.5
3.5

0.62
0.02
0.02
b.02
0.02
0.02
0.02
0.02
0.02
¢.02
.03
0.03
2.03
0.03
0.03
6.03
0.03
0.03
0.03
0.03
0.03
003
0.03
¢.07
0.07
0.03
004

4.01
&.01
§.71
11.5%
-2
-0.71
2.2
~1.62
=361
17.42
-3.6%
=52
-84
o TX 14
17.591
12.42
.81
“2.2%
=15
8.4%
I
=0.41
£ 19
hEL
-3 0%

7%, 4

L4 e

0.22

0.17
G.47
0.17
0,17
0.15
812
0.14
0.8

LN
811

0.23
0.23
0.22
OIN
¢.21
0.20
¢.19
0.19
0.1%9
0.17

8,92,

1.4
20.5t
5,80
7.3
.8
~12.01
451
10.71
I.n
1.8
Q.41
-0.6%
pH
it.42
5,01
1.12
-2
-1.0%
0.51
6.ET
400
351
58
5.5

5.7

0.5
¢34
0.34
0.35
0.33
0.35
0.3
8.31
0.32
0,33
(]
0.33
0.33
0.34
6.33
0.38
8,38
¢.36
0.35
038
¢.3F
0.4
637
033
9.3
0.3:
¢.37

&9
14.01
1.3

&0

B.AZ

.
-%.92

5,91
10.72
13.91

.3

0.3

0.3

LR
1811

£.41

0.5
-1
-7.91
SR 1

L&

.41
-%.60

-1

4T

%0

0.32
0.3
0.33
0.35
0.3
0.35
&34
0.31
$.32
0.32
0.32
6.3
¢33
03
0.3%
¢.37
2.36
0.37
9.38
0.32
0.37
.38
0.38
.35
6.3
0.3
.37

3.9
5.9%
%71
.81
1.
EB H)
10.92
-1.81
10.71
10.91
1.61
=441
-5.3%
-2
-1n%
f.80
-0.67

“E.TL
-1.80
-0.41
%14
5.7
AR
S.81
-1.0%

0.3
0.3
9.30
0.28
¢.27
0.28
.20
0.32
0.38
0.31
6.3!
0.3

A5,

.91
9.7t
L 1
B.4L
1.3

~2.61
1113
11,63
1.9%
-4.31
=52
5.5
~10.81
0.51
1.8
-2.41
-B.61
-2t
0.3
1.5
201
3.4
S.6%
-7.00

0.29
0.2%
0.8
0.27
0.2%
6.2%
0.27
0.29
0.28
0.78
0.27
0Lz
0.27
6.26
0.23
.21
0.20
0.20
0.20
020
0.1%
0.1%
0.19
0.2%
%20
0.2
0.18

14268
13038
16906
19429
21092
22153
22883
22895
paycl
Feitl
854
28747
mn
my
27ME
29454
ez
210
By
5243
29107
2624
010
Jaesl
LI 345
RIEH
421439

S5
1.0
16,11

7.5

S.11

.

641

1.7t

8.21
3.2

0.8%
-2.01
=341

b8t

L3

8,01

101
-1
-B.01
~4.52
-0.92

£.31
15,12

LEY

4,31

5.9

0.9
0.51
0.9
0.1
6.9
0.9
0.8%
0.83
¢.e7
0.87
0.85
0.B4
0.84
0.E3
¢.62
.82
0.83
0.83
6.83
G.84
0.83

1513
1635
18636
21454
23057
24507
5722
23784
25104
29129
pai bl
222
Fatiyg
hreiM]
13356
35758
38320
38905
38108
35019
35035
s
33830
J4b33
35335
I
0149

LY}
12,01
15.41

7.5

.1

4.5

1.01

.81

9.1%
15.01

22
-1.51
=23

L

nLn

7.2

151
-2.01
8.1

o

0.3

1.81
3.2

§.81

£.31

5.9

SOURLE: STATISTICS CANAD
Soorce: 5&8-134%, Livil Aviatioe; 1570-1988: Air Carriers Operaticas in (arads

TEZ



29
27
25
23
21
19
1.7
18
13
1.1
09
07

222

Figure 5.8 (Table II1.9) presents the ratioc of employees
to seat miles in index form, so a fall in the index reflects
growing productivity.

From the mid-1%60s until the recession of the 1980s,
labour output grew steadily, requiring less employees for a
given amount of output. This trend was less significant for
mechanics, probably due to outside contracting and it was
rather stagnant for flight attendants. The number of cabin
crew is proportional to the size of aircraft, thus the
absence of productivity gains on the part of attendants was
probably due to government safety norms that require a

minimum of one attendant for each fourty seats or fraction

thereof.

Fig 5.8 - Canadian Major Carriers
Productivily Index (ASM)
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In the decade of the 19803, probably under the impact
of overcapacity and employment redundancy, the number of
employees per miles first increased, then fell again.
Compared to the previous period, in the deregulated period
productivity increments were smaller. But it is important
to bear in mind thkat labour output in the airline industry
has been linked to aircraft technolaogy. In the 1980s
technological improvements changed at a much slower pace
than in the previous decade while carriers made operational

adjustments that are not reflected by this variable.

S5.4.ii. Trends in Average Real Compensation.

Figures 5.9 and 5.9.1 (Table 11.9) present predictive
trends in real annual earnings for each work, group in the
dominant sector. Table 5.9 shows the equations generating
these trends while Table 5.11 reviews employment and
compensation levels and growth rates for selected periqu.

During the regulated pericd, compensation grew rapidly
for all labour groups. From 1965 to 1977 real earnings
increased by roughly 374 per year for all work groups.

This rate of growth slowed dowh in the following years,
1978-1983, with the liberalization of regulatory controls, a
severe recession and the imposition of monetary constraints
on the crown carrier. Real compensation grew by the rate of
inflation for pilots and attendants, it declined. %y .30% per

vyear for agents while mechanics experienced a .30% growth,
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In the deregulated period, 1984-1990, wage raises began
to diverge across cccupations. Real earnings declined by
over 1% per year for cabim crew and agents,mechanics roughly
matched inflation, and pilots experienced a 1.6% increase.

To see the impact of employment on wages, regressions
were estimated for each labour group in the major carriers.
As shown in Table 5.10, which reports the equations
generating these trends, sighnificant results were obtained
for all groups except mechanics, for whom the relationship
was positive but not significant.

During the period of full direct requlation, 19465-1977,
wages of pilots, cabin crew and ground service employees
grew by 19, 3 and 2 for every additional employee. In the
periocd 1978-%0 pilots’ wages increased by 10. However,
during 1987-1990, this rate of growth amounted to 8 for a
similar rise in employment and the coefficient became highly
correlated (.96 compared to .65 for the period 1978-90).

The correlation turned negative for cabin crew and ground
service employees. From 1978 to 1990, the earnings of both
groups decreased by 1 for every new employee. This decline
became more significant during deregulation, 1984-1990,
decreasing by 1.45 and 1.33 for a similar rise in employment
respectively while the negative correlation became strong
for both groups.

Part 5.4.iii compares employment and earnings trends

across occupation in each of the twe national carriers.
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Fig 5.9 - Canadian Major Air Sector
Predictive Trends in Average Real Wages: Pitots
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Fig 5.9.1 - Canadian Major Air Sector

Predictive Trends in Average Real Wages: Cabin and Ground Service
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TABLE 5.9

Regression resultts of the two equations relating average real earnings to year for the periods

1965-77, 1978-90 for each labour group in the two major carriers.

HAJOR PILOTS FLIGHT ATTENDANTS  NAINTENANCE TRAFFIC-SERVICE
CARRIERS 1965-77 1978-90 1965-77 1978-90 1965-77 1978-90 1965-77 1978-90

Constant § 56544 § 76251 ¢ 21345 ¢ J1034 § 25527 § 35323 § 22617 § 32545
(4226) (2138} (1037} {1211} (lo4%) (1193)  (931) (1139)

Year $2217 $1182 $80B $-132 $UT $43 $875 ¢ -255
(313} (158) (78} {89) (7 {88} (69) (84)

R Squared .820 835 909 185 932 022 338 LEL

TABLE 5.10
Regression results of the equations relating average real earnings to
eaployee for each labour group in the major carriers.

HAJOR PILUTS FLIGHT ATTENDANTS HRINTENANCE

TRAFFEC-SERVICE
CARRIERS 1965-77 1978-%¢ 1987-%0 1965-77 1978-90 1984~90 1965-77 1978-90 1965-77 1978-90 19B4-90

Constant $ 39036 ¢ 57545 ¢ 65235 ¢ R7731 4 35321 ¢ 37122 3159 & 37248 ¢ 11644 ¢ 42812 § 47278

{6303) €3978)  (49%) (1578) (831}  (B77} (2748)  (118Y)
Eaployee § 19 10 8 3 -1.17 - 1.45 7 - .3
(8} {3) (1 (+9) (.28) (.33} (2) {.51)

R Squared .574 LA30 .940 790 507 789 27 034

TABLE 5.1t
CANADIAN MAJOR CARRIERS

Enploynent and earnings growth rates for selected labour groups {percent per year}

YEAR PILOTS FLIGHT MRINTERANCE GROUND
ATTENDANTS IVERHAUL AGENTS
Eaploys Earnings Employa Earnings Eaploys Earnings Eaploys Earmings

1955'77 7-&: 3-01 10071 3.01 2!‘1 3001 5.51 3-01
1945-78 7.0% 2:2% 10,0% .28 2.0% 2.8 §4 2,54

1977-83 3.0% 0,01  2.5% 0.0 332 0.3t 3.0% -0.3%
1983-90 4121 2-01 7!01 “1031 5|71 -0011 4.01 -IIBZ

1971-90 3.7 £.06 501 =0.7% 4.6 1.0r 4.0% -1.1%
1§78-90 4,01 151 5.0% =0.4%  5.0% 0.3%  4.0% =1.0%

Source: Statistics Canada.
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9.4.iii Diversity among carriers:employment and earnings.*®

Throughout the requlated period, 1964-1977, Air Canada
had the greatest proportion af labour in all occupations.

During 1979-80, with the liberalization of regulatory
controls on Canadian and price competition, employment grew
rapidly in all occupations. However the recession that
foliowed had a negative effect on all labour groups. In
1981 Air Canada and in 1982 Canadian began a series of lay-
offs. From 1981 to 1983 Air Canada laid off 9% ground
service labour, 267 cabin crew {1981-1983) and 10% pilots
(1981-B7); in 1982-1983 it also cut 13% of maintenance
workers. The lay-offs were more extensive at Canadian.
From 1982 to 1984 the company laid-off 254 of its pilots and
maintenance labour and in 1983-84 13% of its ground
servicing labour and 5% of its cabin crew (1983-8S5).

Employment recovered only in 19846. From 1987 to 1990,
with the creation of the CAIL congiomerate, both carriers
shared a relatively similar proportion of these work groups.
The exception was flight attendants and maintenance labour
who in 1990 accounted for a larger share of Canadian’s

employment than of Air Canada’ employment.

During the regulated pericd there was alseo a historical

relationship in the two carriers with respect to labour

®, See Tables 11.8 to 11.10 for employment and earnings
data for the two national carriers.
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earnings. From 1960 to 1979, average real compensation of
pilots at the two carriers were closely matched. At Air
Canada, mechanics and passenger agents’ real earnings
slightly exceeded those at the private carrier, whereas
those of cabin crew were higher at Canadian. These
variations could be partly due to different classifications
for ground workers and route network and/o+ longer hours for
flight attendants at Canpadian.

Although the level of earnings of these groups varied
to a certain extent, they were highly correlated (r=0.90 for
pilots; r=0.89 for qttendants; r=0.95 for mechanics and
agents) and the respective rates of growth were rather
similar. From 1965 to 1977 real compensation increased by
3% annually and this growth was shared by all work groups.

Thus, it appears that unions used pattern bargaining,
making their demands at Air Canada and then forcing the
private carrier to simply match them.

This pattern began to change during the period of
‘controlled competition’, from 1978 to 1983, mostly for
pilots and agents. Under the impact of the monetary
controls on the crown carrier, the rate of increase of
pilots’ wages at Air Canada fell slightly behind the rate of
inflation, whereas at Canadian, with 257 of its pilots laid-
off, wages grew by 2% per year. On the other hand the
earnings of ground agents at Canadian, whose employment had

been growing by 13%4 per annum, declined by over 1% annually
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and this downward trend persisted until 1990.

In the deregulated period, 1984-1%990, the earnings
correlation between the two carriers declined (r=0.467 for
pilots; r=0.77 for attendants; r=0.71 for agents and r=0.87
for mechanics), earnings turned negative for cabin crews and
agents in both carriers and the declirmre was more significant
at Canadian. Mechanics’'real compensation grew by a bit more
than inflation in both tarriers, whereas that of pilots
increased by 2% at Air Canada and .2% annually at Canadian.
However this variation could have been the effect of wage
restraints on the crown carrier and the following ‘catching
up’ since from 1978 to 1990 pilots’ earnings grew by 17 in

both carriers.

These data suggest that while the implementation of
derequlation led to relatively small changes in labour
outcomes, the pre—-deregulation high correlation between wage
growth across wark groups in the two carriers declined.
Pilots and mechanics were successful in maintaining a
constant rate of growth of earnings but those of flight
attendants and ground agents turned negative. While these
data may reflect different skills and labour market
conditicons, the lower entry wages and the larger share of
part—-time labour in these last occupations, and their
employment growth, may bias the results. While an analysis

of contract data is undertaken in a later chapter, what
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seems clear is that the effects of deregulation on earnings
was relatively small. However the industry is still under
the effects of major changes. In 1992, both carriers, under
praofit losses and fare-wars, sought wage cuts to avert

bankruptcy or ease their debts.®

S5.4.,iv. Trends in Industrial Conflicts,.

During the 1940s and 1970s there were several
industrial disputes in the industry. These conflicts
involved ground occupations, maintenance and passenger
service employees, and were mostly directed against the
crown carrier. From 1963 to 1978 maintenance workers struck
Air Canada at almost every contract negotiation, while
passenger agents were involved in two prolonged strikes. At
this time, airlines interrupted operations during strikes.

In the mid-1980s there was a wave of unrest among all
work groups, involving almost all carriers. The issues
during these years differed from the earlier ones since they
arose from the carriers’ demands for major concessions, such
as the 'two-tier’ scale and modifications to work rules.

In 1984 flight attendants struck Quebecair
unsuccessfully over the two-tier wage structure, and this
carrier was the first to implement this system in Canada.

In 1985, flight attendants and passenger agents struck Air
Canada. The first opposed this carrier’'s demands for a

‘two—tier’ scale and higher monthly and daily hoursi the
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others over increases in part time employment and cross-—
utilization or the use of labour in tasks not covered by
their contractual classifications. This same year, flight
attendants, mechanics and passenger service workers all
struck PWA over demands for changes in wark rules that
allowed the firm more flexibility in the use of labour.:®
All of these conflicts were rather ineffective and ended
with the carriers achieving most of their goals. At this
time both carriers, with the pilots not striking, operated
most of their flights with striker replacements.

In 1988 the mechanics struck Air Canada over the issue
of pension—indexation. This conflict was more successful
for the union. The carrier shut down its operations, and it
ended only after the government mediated the dispute.

An overview of strike activity in the industry for the
period 19460-1990 is presented in Table 11.13 in the

Appendix.

It thus appears that during the period of the evolution
to price and route deregulation, when the price of labour
was excluded from the fare index, all carriers became
'tougher’ bargainers. They were succeessful with flight
attendants and agents, as real wages for these groups
declined, despite the strikes, Pilots, who seldom used the
st?ike,** and mechanics seem to have been almost immune

from major changes.



232

This review suggests that the change from a regulated
to a competitive environment led both carriers, in 19895, %o
implement measures to decrease labour costs while the
tougher posture of most carriers during strikes is a clear
break from past practices.

While data on aggregate earnings and productivity fail
to show any significant changes, the market expansion and
employment growth of Canadian after 1984 broke up the
previously linked pattern of bargaining in the major sector
and led Canadian to secure conditions of employment probably
more related to market forces and output improvements.

Aggregate data on earnings of single occupations
indicate that in the post-deregulation period pilots and to
a certain extent mechanics maintained a relatively high rate
of growth of earnings while attendants and ground agents did
rather poorly. This drop in earnings has been more
significant at Canadian than at Air Canada. wglle this
decrease may have been made possible by an excess supply of
these workers (in 1985 PWA replaced striking agents and
attendants with replacements at 40% of the salary paid to
regular staff) it also appears to be related to the various
concessions given by these groups, such as low entry wages
and higher part time labour, and te the employment
variations in the two carriers.

Thus, while the change from a requlated to a

competitive environment resulted in small changes in labour
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outcomes, the late and gradual adoption of the economic
reforms and the lack of any significant entry of new
carriers, by failing to thrust wages into competition, may
have influenced the rate of change. However the major air
sector is still under the effects of structural changes
brought about by the 19905 recession and the government
‘free sky’ policy with the US. This will enventually lead

to a new structure of the industry and affect labour

outcomes.
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5.5 INTER-INDUSTRIES COMPARISON: EMPLOYMENT AND EARNINGS.

To complete the examination of the effects of the
econamic refarms on the airline industry, this section
compares trends in employment and compensation of the labour
force in the air industry and in the national carriers with
those in manufacturing and in the utilities, communication

and land transport aggregate.”

5.5;1. Trends in Employment.

Figure 5.10 (Table II.11) and Table 5.12, which show
predictive trends in employment in index form with 1978 as
base year, and the equatioens origipating these trends,
indicate that employment in the airlines increased rapidly
in the mid-1960s and by 1974 it exceeded the growth level of
the other industries.

In the post 1978 period there was at first a rapid
increase in employment then, from 1982 to 1984, employment
fell in all economic sectors. However while the recession
had a more negative effect on the airline industry than on
the other industries, and the recovery was slow, by 1987 the
rate of growth ot employment in the airlines was above the

rate of the other sectors.

*. Data for this sector were obtained by deducting the
total labour compensation expenses and employment of the air
industry from the utilities-communication-transportation
aggregate. '
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Fig 5.10 - Canada: Selected Industries
Predictive Trends in Employment Indexes

14

14 o4

-

1965-1977 1978-1990

1.2

—8— Air Industry

Major Carmicrs
—&—~  Manufactluring
—o— Land Tran/Comm/Util

L J

L]

0-51!/?};”‘ A L

v 1 v ¥ T T T v ¥ y T ¥ T
1865 1867 1569 1N 1873 1975 1877 16879 1981 1583 1985 1887 1089

TABLE 5,12
Regression results iro the eguations relating eaploymeni indexes to
year for the periods 1965-77 and 1978-90 in selected industries,

LAND TRANSPERT

HA4OR RIR SECTOR AIR INDUSTRY HAKUFACTURING UTILITIES
CORNUNICATION
1965-77  1978-90  1945-77  1978-90 1965-77  1978-90  1965-77  1978-90
Constant .61 180 307 Lo 813 .02 818 1.0
(. 049} {.092) {,038} {.070) {(.027) {.045) (.013} (,031)
Year 039 027 044 019 018 001 022 004
{.003) {006} {.002) {,005) (.002) ¢.003) {.022) {,002)

R Squared 911 392 936 b2 832 022 937 21
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5.5.1ii., Trends in Average Real Compensation.

Fig. 5.11 and Table 5.13, which display predictive
trends in average real wages, and the equations generating
these trends, reveal that from 1965 to 1977 real earnings
grew faster in the airlines as well as in the utilities-
communication and land transport industries (1970-1977) than
in manufacturing. While in the first two sectors real
compensation increased by 34 (2.7%4 in the air industry) and
2.6% annually, it grew by 2% in manufacturing.

In the next years, from 1977 to 1983, real earnings
declined in all sectors. However the decline was more
significant in manufactufing. In this sector real earnings
fell by approximately 14 per year while they increased at
roughly the rate of inflation in the other industries.

From 1983 to 1989, as the economy got better, real
earnings recovered gradually ip manufacturing, increasing by
1.3% annually; they fell below the rate of inflation in the
major carriers (-.50% annually) and in the utilities-—
communication-land transportation industries (-.70%4) and by

1% per year in the total air industry.
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Fig 5.11 - Canada: Selected Industries
Predictive Trends in Average Real Wages
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TABLE 5,13
Regression results of the equations relating average real earnings to
year for the periods 1965-77 and 1978-90 in selected industries,

LAND TRANSPORT

MAJOR AIR SECTOR AIR INDUSTRY KARUFACTURING UTILITIES
COMMUNICATION
1963-77  1978-90 194577 1978-90 196577  1978-%0  1963-77  1976-90
Constant ¢ 26292 ¢ 37089 & 28f21 ¢ 36303 $ 20005 ¢ 24013 ¢ 22229 § 21T
{831) {704} (774 {1014} {663) {374} {723} (700}
Year 9 $ 35 $ B3 § - 152 434 $ 210 $ 737 L
(68} (52) {57} {73} {49) {47) {111] {581

R Squared 938 (41 753 213 877 b0 079 080
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Table 5.14, which summarizes employment and earnings
data, indicates that during the period of full regulation,
employment and real earnings increased faster in the air
industry than in manufacturing. From 19465 to 1977 the
annual rate of growth of earnings in the major carriers
exceeded by 1% that of the manufacturing.

From 1977 to 1983, employment declined in all sectors.
However in the post-1984 period employment growth in the
airlines esxceeded the growth rate of the other industries.

During the period 1977 to 1983, the annual rate of
growth of real earnings approximately matched inflation in
the airlines; it increased slightly above inflatinn in the
land transport—communication—-utilities aggregate but dropped
"by roughly 1% in manufacturing. In the foliowing years,
1983-1989, earnings fell b* .57 per annum in the major
carriers, by 1.2%4 in the total air industry and by 1% in the
land transport-communication-utilities but increased by over
1% in manufacturing. Thue whether this decline of earnings
in the airlines was due to the loss of regulatary rents is
not very clear. It depends on the comparison group. While
earnings in the airlines fell in relation to those in
manufacturing, the rate of decline in the major carriers was
inferior to that of the utilities-communication-land
transport aggregate. Thus if the relative rate of wage
change of airline employees during 1983-89 when the economic

reforms took place are compared with those earned prior to
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the reforms, 1965-1977, the annual decline in real earnings
in the airlines ranged from about 0 to 1% relative to those
of the other industries. 1If the whole competitive period,
1977-198%, is considered, real earnings fell by .2% per
annum in the major carriers and in the land transportation-—
communication-utilities aggregate compared to an increase of
«4% in manufacturing. 1In this case the relative decline of
earnings in the major carriers ranges from O to
approximately .5% annually. The substantial wage gap between
the air industry and the major sector is probably the result
of the drastic changes that occurred following deregulation.
The fusion of the regicnal carriers into the nationals left
the industry with a number of small commuter and charter
airlines and this affected aggregate earnings data.

This review suggests that if union bargaining power had
been enhanced by regulation, regulatory rents seem to have
been rather small. Depending on the comparison groups and
the time periods, earnings in the major carriers declined by
roughly .5-1% per annum relative to those of manufacturing
and about the same amount as in the utilities-communication
and land transportation aggregate. However there are
several prnbléms associated with these data, such as the
extent of unionization, the firms’ size and the quality of
labour. These factors may have introduced errors in the
analysis. Thus these results should be interpreted with

caution.
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TRBLE 5.14

YARIOUS INDUSTRIES
ENPLOYMEWT & COMPENSATION
LEVEL & GRONTH RATES

HAJOR SECTOR AIR INDUSTRY KANUFACTURING LAKD TR./UTIL/CONN
YEAR
ENPLOYN. EARNINGS ENPLOYM. EARNINGS EMPLOYM, EARNINGS EMPLOYM EARMINGS
. 000

1, ANHUAL LEVELS

1960 13878 24218 17080 2414 1265 18029

1945 15058 26907 19007 24540 1370 20062

1970 22861 31497 30698 31600 1768 21466 867302 22773
197% 28749 36176 40321 33N 1871 24230 TIET? 251M
19m 27219 IBI9L  I94es 36542 1688 25574 77953 213M
1978 27448 36431 H0167 39219 1956 25113 819833 26872
1984 32119 34877 47534 3Gh2S 2124 4217 843466 27415
1983 29244 38002 42093 34800 1879 24511 822907 27824
1964 29107 38036 42282 366H3 1954 24646 BOY7IB  28B35
1987 34683 34845 #6359 34403 2018 26249 852444 27236
1989 s 32 51072 34232 2126 26835 909928 26618
1999 39150 36679 52490 33629 898510

2. GROMTH RATE {percent per year)

1950-48 5.3 2.4% &.0% 2.2 3.4 2.4
1968-77 3.0% 3.3 4.5% 3.0% 1.8% L 2.4 .70

1977-83 1.3 0.0% 1.3 0.1% 0.2t -0.7% 1.0% 0.3%
1983-8? ‘-‘1 '0-51 3!11 '1-21 1-31 1-3! 1-3% -0|71

1965-77 3% 3.0% b A% 2.7 in 2,04
1977-89 3.0 0,22 2.3 -0.8% 1.0% 0.42 f.20 <0.2%
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5.6. SUHMMARY

These pages review the major findings concerning the
impact of deregulation on labour outcomes and relate them to
previous theoretical formulations and hypotheses.

I have argued that in Canada the combination of fewer
carriers, institutional arrangements, and the government
legislative interventions into the economy should have acted
as a constraining force to the hypothesized regulation “high
wage’' relationship. It follows from this that (i) during
the period of full regulation, 1960-1977, the relative rate
of wage change should have been highly uniform acrass
carriers and inter-industry wage differentials should have
been small. If this hypothesis is correct then (ii) the
impact of deregulation on labour earnings should have been
relatively modest although this should not have exempted
unions from the wage—-employment dilemma and carriers from
offsetting wage raises with output adjustments.

These hypotheses are only partly supported by the
evidence.

During the period of full regulation, 19465-1977, under
the effect of the jet revolution, low inflation, outstanding
growth, a protected market, and with Air Canada dominating
the industry, real compensation increased by 3% per year in
the major carriers and at a slightly lower rate in the total
industry. This growth was shared by all labour groups.

However, the annual rate of growth of compensation in the
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major air sector exceeded by about 1% the rate of increase
in manufacturing. Thus it seems that regulation did benefit
labour to a certain extent.

In the next years, between 1977 and 1983, the effects
of competition and the recession were on employment rather
than earnings and the previously similar trend persisted
with wages increasing at about the rate of inflation in
contrast with manufacturing where earnings fell by roughly
1% annually.

The policy changes that occurred in the post-1984 years
altered the structure of the market and had some
repe, ‘ussions on labour relations. These seem to support
the seﬁond hypothesis. At this time both carriers sought
labour concessions, such as low entry rates for new
employees and an increase in part—-time labour. Air Canada,
in particular, took a ‘tough’ posture in labour conflicts.
From 1983 to 1989 averaqge real earnings in the major
ctarriers declined by .54 annually compared to an increase of
over 17 in manufacturing. Although, as these data suggest,
the power of c?ganized labour in the airlines may have been
enhanced by regulation, this declime in earnings in the
major air sector in the post-deregulaticn period also
reflects the effect of lower wages paid to new employees
after the mergers and the increase in part-time labour that
began in the airlines in 1983,

The historical wage pattern in the two carriers broke
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down in 1987, following the consolidation of the industry
and the merger of several airlines into the Canadian
conglomerate, which increased this carrier’'s employment
share from 25% in 1978 to 43% in 1990. At this time,
probably due to employment redundancy, aggregate real
earnings and labour costs decreased while productivity grew
faster at Canadian tham at Air Canada. These data suggest
that unions may have been forced to trade wage and
productivity concessions for employment security, whereas at
Air Canada, without any substantial employment growth, they
may have been more resistant to making concessions.

The effects of deregulation on aggregate =zarnings also
varied across work groups. Real earnings of cébin crew and
ground service labour decreased while pilots arnd, to a
certain extent, mechanics were éble to offset market
pressures produced by deregulétion, and their earnings kept
up with the rate of inflation. While it appears that flight
attendants and ground agents became the most vulnerable to
the carriers’ demands for concessions, probably due to the
large pool of applicants for these jobs, this decline in
earnings also seems related to the higher employment growth
in these categories at lower wages which may have decreased
their average earnings.

Overall these data suggest that if union bargaining
pnwér was enhanced by regulation, the extent of regulatory

rents was rather small. It is also possible that the
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imposition of monetary controls on the crown carrier, the
gradual passage of the economic reforms which inhibited the
entry of significant competitors, and the creation of a
duocpoly in the industry may have modified the impact of the

recession and ‘deregulation’ on labour earnings.



245
NOTES TO CHAPTER 5.

1. Carriers in levels other than Level I are relatively
speaking, of modest size. In 1989, 8 Level 11 carriers
accounted for 3% of total revenues; 109 Level 111 airlines
generated 104 of total revenues; 453 Level IV airlines
accounted for 3%Z of total revenues, and 216 Level V
(speciality flying services only) carriers accounted for L%
of the industry revenues.

2. Hetween 1977 and 1980 the CTC increased sighificantly the
numbers of licences in major markets. These increased from
75 in 1977 to 91 in 1980 (Transport Review, 1980).

3. In 1979 AC purchased B&.53% of NA'shares and controlled
this carrier until 1984 when these were sold to Innocan. In
that same year the Government of Quebec acquired 34% of NA.
Between 1974-1984 FWA was owned by the Government of
Alberta. TA was bought in 1978 by PWA and merged in 1980.
In 1980, the Government of Quebec injected 15 million
dollars into the financially troubled GA after an offer of
acquisition by AC. Although in 1981 0A restructured its
finances, route system and sold all of its aircrafts, except
jets, the Government of Quebec had to intervene and at this
time it acquired the whole carrier. 1In 1986 it was s@ld to
private capital and it eventualls merged with CP,

4. In 1987, the Department of Transport, following
extensive discussions with the two carriers, reallocated
international routes between them. In addition to its
Pacific routes, CAIL was to operate to Danmark, Sweden,
Norway, the URSS, Mexico, Central and South America,
Frankfurt and Mupich. AC was designated routes to Greece,
Spain, Portugal and Yougoslavia.

In 1988 AC expanded its network teo the Orient,
introducing services to Bombay and Singapour, while CAIL
began to service Bangkok, Thailand and Beijing.

5. In 1977, the CTC allowed Charter Class Fares on scheduled
flights., In 1978 AC introduced 'nighthawks® fares and CP
‘Courrier’ fares. Moreover in 1979 AC began seat sales on
its domestic network and CP began operating low cost flights
or ‘Skybus’.

6. This point is extensively dealt by Baldwin, Jd., 1973.

7. Some pof these divergent outcomes in the ecanomic
performance of the two carriers may also be due to the
disadvantage of Canadian Pacific wvis—-a-vis Air Canada
concerning the cost of capital and the dividends CP had to
pay to its stockholders. Air Canada as a crown corporation
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enjoyed lower interest rates on borrowing because of the
implicit government guarantee and it has not been unusual
for the government to convert scme of the carrier’s debts
into equity throughoui the regulatory period.

8. This increase was mostly due to the high wages paid by
PWA in the period 1981-84 and by QA during 1984-86.

9. In 1992 CAllL. (PWA Corporation) toc avert bankruptcy
entered into partnership with American Airlines. Under the
letter of understanding, employees at all levels would
invest $200 million of their pay over the next four years in
exchange for shares of the company. Wage reductions ranged
from 4% for pilots and 104 for flight attendants in the
first year and from 9% to 5% respectively in 1994. The
airline also expected to lay-off 1300 workers (The Gazette,
Dec.1&6, 1992).

In 1993 AC President cut his salary by 10%Z and all
officers took a two years 5% wage reduction. AC sought a
similar wage cut for all unionized employees. It also
announced a ‘Share Appreciation Rights’ (SAR} pregram that
would award employees 2 number of SAR units based on the
amount of salary reduction (Internal AC mema, April 1993).

In June 1993 the mechanics (IAM) exchanged limited job
security for a 3-year agreement stipulating reduced overtime
benefites and wage freezes between June 1992-1993, followed
by a one-year rollback of 4% and restoration of half of the
rollback in June 1994 and the reminder in December 1994 (The
Financial Post, June 15, 1993:3). This agreement would
probably set a precedent for the negotiations between the
carriers and the other unions.

10. The carrier demanded cross utilization, fewer
restrictions on overtime, more part-timers, contracting out
and greater vse of smaller affiliate airlines. The strike
began in October 1985 and lasted several months. Passenger
agents returned to work at the end of January and attendants
on March 19B&6. During this time PWA was able to hire staff
at 40% of the salary of regular workers and with the pilects
not striking, it was able teo operate most of its flights
{Barone et all. 1986).

11. In 1976, CALPA declared a national strike over the
government policy of bilinguilism in the air. The strike
lagted roughly a week and ended after the government
legislated compulsory return to work. In 1978, CALPA struck
Air Canada on what was called the ‘firemen strike’. During
a strike of airport firemen, Air Canada cancelled ail
flights operated by wide-bodied aircraft, thus laying-off
the most senior pilots. This unilateral decision, resulted
in a 12 days strike.
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CHAPTER SIX

BARGAINING QUTCOMES IN TWO MAJDOR US AND CANADIAN CARRIERS

6.1 INTRODUCTION

After having examined the general trends on bargaining
outcomes, this chapter assesses the extent to which market
forces, firms' strategies and the relative power of single
unions influenced the effort bargain. It compares data
obtained frcm collective agreements of the major labour
groups in two former trunk carriers in the US, American (AA)
and Northwest Airlines (NW) and in the two major airlines in
Canada, Air Canada and Canadian Airlines. The data include
wage rates for fixed job classification and seniority
levels, selected work rules, fringe benefits and pension
plans. The labour categories are pilots, flight attendants,
mechanics and passenger agents.

In section &.2 wages and work rules of each work group
are compared before and after deregulation while Section &.3
presents a review of fringe benefits, ;nsurance and pensions

plans in the two US and Canadian carriers.
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6.2 COLLECTIVE BARGAINING OUTCOMES: CONTRACT DATA.
Sections 4.2.1 to &.2.4 compares wage and work rules of

the four labour groups in the two US and Canadian carriers.?

4.2.1. PILOTS: EARNINGS AND WORK RULES.
6.2.1.i. Pay formula and career pattern.

In 1960, pilots in the two US carriers were represented
by the Air Line Pilots Association (ALPA). In 1963 pilots
at American split from ALPA and formed a new union, the
Allied Pilots Association (APA), and they have been
represented by APA since 1963. In Canada they are
represented by the Canadian Air Line Pilots Association
(CALPA).

As shown in Table 4.1 pilots’ pay is based on three
categories: a wage formula, the ‘guarantees’ and a variety
of miscellaneous payments.

The wage formula consists of four elements: a base or
longevity pay; an hourly pay, based on the aircraft speed,
including a night-day differentialj mileage pay, which
varies with the ’'pegged’ speed of the aircraft, and gross
weight pay. Thus it has a built in productivity factor
which results in automatic wage raises with the introduction
of bigger and faster aircraft. In 1974 Northwest and in

19%0 American combined the the hourly pay and the longevity

*, Wages for the American carriers are in US dollars
whilz for the Canadian ones are in Canadian dollars.
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pay compaonents into a single element. In 1989 Northwest
added an 'aircraft range pay’ component to the pay formula.

Compensation is also linked to a well established
career pattern. New pilots, after an initial training, are
placed on a flat salary for the first year in the US and
during the first two years in Canada. They then go through
a career progression, starting as a second officer or as
copilot of & two-pilot crew, to first officer, to captain,
moving from small to large aircraft types. It usually takes
6é to 15 years, depending on the firm's growth rate, before
they reach the status of captain. Pay varies according to
the length of service, the aircraft type and the status.

In 1960 the pay progression was spread over ten years
at American, nine at Northwest. This was lenghfened to
twelve years in 1968 at American and in 1979 at Northwesat.
In the Canadian carriers, until 1977, the pay progression
extended to eight years of service. In 1978, this increased
to twelve years. First and second officers are paid a
percentage of the captain’s pay and this varies according to
vears of service.

The contractual ‘guarantees’ established in the 1930s
to protect employment and improve'working conditions accrue
to pilots, with additional pay credits for each period.of
time they are on duty. They include: a minimum monthly
guarantee, minimum daily credits, the duty period and the

trip hours guarantees or the ratio of straight flight time
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to the time a pilot is on—duty. The ‘duty period guarantee’

(DPG) applies to trips within a day when the duty time is

higher than the straight flying time,

guarantee’

several days beyond the home station,

whereas the ‘trip hour

(THG) applies to a cycle aof flights extended over

Miscel laneous payments include training, dead-~-head,

lower category pay credits, stand-by,

pay and overseas supplement pay.

TABLE 6.4
PILOTS' WAGE PAYNENTS

operational duty,

taxi

FILOTS PAY FORMULA

CONTRACTUAL BUARANTEES

HISCELLANEOUS WAGE PAYNENTS

1. BASE OR LONGEVITY PAY

2, HOURLY RATE DASED ON AIRCRAFT
SPEED AND NIGHT-DAY
DIFFERENTIAL.

3. HOURLY MILEAGE PAY BASED ON
"PEGEED" SPEED OF AIRCRAFT.

4. HOURLY GROSS WEIGHT PAY
BASED ON AIRCRAFT WEIBHT,

IN 1984 Nk AND IN 1992 A4
ELIMINATED POINTS & AND 2

AND ESTABLISHED A LONGEVETY PAY
BASED ON AIRCRAFY TYPE.

IN 1985 NN ADDED AN AIRCRAFT RANGE
PAY CONPONENT,

MININUM KONTHLY HOURS
SUARANTEE

DUTY PERIOD PAY

GUARANTEE

{Ratio of straight flight
tise to "on-duty’' tise
per day)

TRIP HOURS GUARANTEE
(Ratio of straipht flight
to on-duty tise aver a
cycle or twp or sore days)

TRAINING PAY

OEAD-HEAD VTME AND PAY CREDITS,
Apply when rrew zeabers travel as
passengers to protect a flight or
to get to the home base after
tersination of duty at a different
station.

LORER CATESCRY PAY

STAND-BY, REPURTING AND TAXY TIHE
CREDITS.

OVERSEAS SUPPLEMENT PAY,
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6.2,1.1ii. American and Northwest Airlines: Pilots Wages.

Figures 6.1 and 6.2 show captains’ top real hourly
rates and entry rates (in US dollars) for 2-year B-727s
first and second officers (Table III.1).=

Hourly rates, which in the 19460s were lower at
Northwest than at American, in 1972, probably due to pattern
bargaining and a bitter strike at Northwest, reached parity.
At this time, earnings grew steadily. Except for a decline
in 1972-74, from 1965 to 1977 pay rates at the upper and
lower end of the pay scale grew annually by oveE 2% at
Northwest and by 1% at American. This upward trend continued
up to 1983 when rates began to diverge within each of the
two carriers.

American, which during 1980-1983 laid-off 24% of
pilats, reduced the wage rate for new pilots by 50% with no
périty with the earlier scale, bargained minor wage raises
for current pilots in exchange for job-security, recall of
laid~off pilots,® commitment to growth and opportunities
for promotion. 1In 1985, as the demand for pilots rose,

American increased pay rates for pilots still in their first

2. For convenience I have assumed an equal distribution
of time over day and night flying.

=, On November 1983 American Airlines made a commitment
to APA that as of December 1985 the number of first pilots
would be increased by a minimum of 250 above the November 1,
1983 level; by December 1984, a minimum of 400 furloughed
pilots would be recalled; an additional 200 before December
1985- and all of the ~—maining pilots would be recalled
before December 196. .
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four employment years with the firm over 8% and agreed to
negotiate revised pay rates for the fifth year and beyond,
while top pay raises fell below inflation. Further changes
occurred in 1987, when a shrinking pcol of pilots and ALPA’'s
ability teo contain concessions, after United's failed
attempt to break the union, reinforced the union’s position.
American increased two-tier pilots’pay rates by 15-30%
(according to years of service); it established parity by
the ninth year; it froze pay rates for 9 to 1l2-year pilots
and gave seniar pilots minor pay raises by lengthening the
pay—-scale from twelve to fifteen years. In 1991 this was
reestablished at 12 years.

Northwest, with no employment loss and a long term
contract, maintained the status—-quo and from 1978 to 19864,
real pay rates increased by 1.46% annually. In 1987, after
the merger with Republic which delayed negotiatidns, pilots’
wage rates remained unchanged and, without accnuntiﬁg for
‘lump-sum’ payments awarded in lieu of retroactive pay
rises,* from 1987 to 1990 the real hourly rate at the upper
end of the scale decreased to offset all previous gains.
Moreover the introduction of a B-scale which merged with the

A-scale after S~years, reduced pay for new pilots by roughly

4., In 1990, after the merger with Republic and the
ratification of the new contract, Nerthwest set aside a
total of $17,500,000 as retroactive wage fund. The amount
of payment to individual pilots was to be determined by the
union. These funds were excluded from the definition of
earnings for the purpose of determining pension benefits.
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30% depending on the status and years of service, thus
making pay rates for new pilots comparable to those at
American.

Thus after substantial pay raises following
deregulation (a total of 54 at AA from 1978 to 1983 and 14%
at NW up to 19846) in the subsequent years, hourly rates of
pay for captains at the upper end of the scale declined by
15% at both carriers while the rates of new pilots (2-year

first and second officers) declined by roughly 30%.

Miscellaneous payments differed to some extent between
the two airlines and remained unchanged in the post-1978
period.

Both carriers guarantee that pilots flying in a lower
status category receive their regular category pay.

Deadhead credits, previously paid at half rate, became fully
credited in i??B at Northwest, and in 1979 at American. For
stand-by, reporting, taxi, test and courtesy flights credit,
pilots are guaranteed minimum pay or credits under the
contractual guarantee (DPG). Reporting for duty without
‘take-off’, that previously had been unpaid, became credited
with two hours at American in 1977 and one hour at Northwest

in 1971 for pay purposes only.
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This review indicates that the previously similar trend
in earnings broke up in 1983 when the APA at American traded
wages for employment and growth. At Northwest, wage
concessions in the form of the B-scale occurred only in 1989
when, after the merger and the addition of 3000 pilots, it
could benefit from lower starting wages. Thus in 1983 wages
became more sensitive to the carriers’ needs and less
sensitive to precedents set by other settlements, Although
from 1978 to 1990 top real hourly rates fell by a total of
9% at American but grew by the rate of inflation at
Northwest, in later years both carriers reduced their top
hourly rates by 154 while new pilots experienced a decline

of about 30%Z.
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Fig 6.1 — American and Northwest Airlines
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6.2.1.iii. Air Canada and Canadian: Pilots’' Wages.

Figures 6.3 and 4.4 illustrate top real hourly rates,
in 1984 Canadian dollars, for captains (DC-9 at Air Canada
and B-737 at Canadian) and for 3-year first and second
'infficers in the two carriers (Table III.1)}.®

While in the early 1970s, with the advent of jet
airéraft, rapid growth and low unemployment, ireal wages
increased at an annual rate of 4%,* in the following years,
1973~77, under the impact of the recession, the o0il crisis
and the government wage and price controls, this rapid
growth slowed down with the rate of increase lagging by 1%
the annual rate of inflation.”

The phase of regqulated competition, 1978-1983,

coincides also with a deep recession, fare wars, profit

8, For convenience I have assumed an equal distribution
of time over day and night flight., In Fig. 6.4 hourly rates
for second officers at both carriers are for B-727s since
DC-9s {AC) and B-737s (CAIL) do not require a second
officer. The use of different equipments for computation of
the hourly rates is due to the retirement of B-727 aircraft
from CAIL's fleet in 1987. 1In 1986, Air Canada and, in
1987, CAIL implemented a monthly salary for second officers
and CAIL for first officers. Thus the hourly rates have
been computed by dividing the salary by 75 hours.

“_. Data for 1965-1972 are for Air Canada only since I
was unable to get Canadian contracts for this period.
However it seems that wage rates followed the same trend.

7. Wage raises negotiated at Air Canada in Augqust 1975
were rolled back by the Anti-Inflation Board. In 1975, pay
components (equipment, mileage, speed and monthly base
rates) were increased by 4.3B%Z. In 1976, as a result of the
ruling of the Board of August 22, 1978, limiting total
earnings to an average of $240C per pilot in guideline vyear
II, the previously agreed increase of 46.5% to all pay
parameters for September 1977, was reduced to 5.469%.
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lasses, lay-offs and the application of the Public
Employment Restraint Act to the crown carrier. These events
limited wage growth. From 1978 to 1984 wage rates grew by
roughly the rate of inflation in the public carrier whereas
they grew by .5% at Canadian.

In the first years of the derequlated period, 1984~
1984, slow output growth, higher competition and, probably,
the effects from the US derequlated airlines with whom the
Canadian carriers competed on some routes, all began to
affect collective bargainings.

In 1984 pilots’ wvariable pension plan (Equity Plan) was
cancelled due to the government revision of pension rules.®
Air Canada’'s pilots took a 5% wage raise in lieu of the plan
payments while pilots at Canadian took a 7% wage cut in
response to that carrier’'s financial losses. In 1985, Air
Canada and, in 19846, Canadian extended the time new pilots
acceded to the pay formula from two to four years for second
oificers, and to three years for first officers, abolished
licence premiums and shortened to ten years the pay scale
for second officers. However in 1987 Air Canada re-
established the previous pay scale for first officers and in
1990 shortened by one year {(from 4 to 3) the time befnrg

second officers acceded to the pay formula. Canadian also

#_  Under this plan the carriers contributed 5% of the
members’'gross monthly pay and the pilots conuributed on a
voluntary basis up to a maximum percentage of their total
salary.
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established differential salaries for co-pilots accarding to
the equipment and the number of pilots required.

From 1984 to 1990 while real hourly pay rates for
captains at the upper end of the pay scale grew by roughly
the rate of inflation at both carriers, under the impact of
the change from the wage formula to the fixed salary, 3-year
second officers’' rates fell by roughly 10%4Z below the 1985-8&
level. Although pay rates of captains and first officers
are higher at Canadian, this could be the effect of
equipments with different productivity levels and variations
in wage payments.®

The 1990-92 Canadian agreement shows an annual pay
increase of 4%. However, in 1991, in view of this carrier’'s
profit losses, wage rises were frozen and in 1992, with the
carrier on the brink of bankruptcy, pilots made significant
concessions to reduce costs. In 1991 with traffic slump and
financial losses, pilots at Air Canada extended the current
collective agreement and in 1993 Air Canada asked for a 5%

wage cut,.

®. These two aircrafts have uifferent weight and
‘pegged’ speed which affect pilots’pay. The weight and
speed of DC~9s are computed at 108000 pound and 470 miles,
those of B-737s are 128100 pound and 510 miles. In addition,
co-pilots at Canadian are paid a monthly salary
independently of the hours worked. At Air Canada they are
paid on an hourly basis.
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Supplementary wage payments remained unchanged in the
post-1984 pericd. Both carrieis guarantee pilots flying on
2 lower status category their cateqgory pay; dead-head
formerly credited at half-rate, in the 1980s became fully
paid if resulting from the consolidation of operations.
Overseas override and navigational pays are similar and
followed the same general pay increases. For reporting time
pilots are guaranteed two hours pay at Air Canada and one
hour at Canadian. However this latter carrier credi.s

reserve pilots with four hours pay.

These data indicate that in the post-deregulation
period real wage rates at the upper end of the pay scale
gres by the rate of inflation while real entry rates
decreased by roughly 10% for officers in their first four
vears of employment. However the change from 3 to 2-pilot
aircraft will eventually invalidate the effect of this

concession.
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6.2.1,iv. Pilots: Hours of Work and Selected Work Rules.

The advent of the jet aicraft in the 194605 greatly
improved pilots’ working conditions. It decreased the hours
of work and the duty day and increased the time pilots
accrue under the °‘guarantees’ while the greater speed and
weight of the new aircaft protected or increased earnings.

In the 19705 (19463 at American) the maximum monthly
flight limitation decreased from 85 to 75 hours,*?® daily
duty time limits declined from 15~146 hours in the US and
from 14 hours in the Canadian carriers to 12.30 at Americaﬁ,
14 hours at Northwest, and to 11-12 hours in Canada.**
Similarly, minimum daily pay credits increased from 3 to 4
hours and in the mid-1970 to 4.30 at American and to 4.15 at
Northwest; duty time credits or when the time on duty
exceeded the flying time, rose from one hour pay credit for
every 2.30 hours of duty time to one hour pay for every 2
hours while the trip time guarantee or when flights extended
over several days, rose from one hour nay for every 4 hours
of duty time te one hour for every 3.45 at American and 3.30
-at Northwest and at Air Canada.

In the post~regulation years this package of rules

to, Some of these rules were at time relaxed to
accomodate both parties. For example in 1947 maximur
manthly limitations were increased at American to allow the
company to train new pilots whereas in 1971 these were
lowered to avoid lay-off during the recession.

11, Both Canadian carriers maintained 146 hours duty
time for ‘'dead~heading’ and for irregular operations.

JERN,
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underwent a gradual change tc increase pilot utilization.

All carriers implemented flexible monthly hour
limitations according to traffic fluctuations ranging from
78.30 to BO hours (B82.30 at Northwest in 1989)*2 in
exchange for a no lay-off guarantee, lower daily duty
limitations for night flights and higher pay under the
contractual guarantees. Daily duty time became ’'flexible’,
with carriers extending the limits for operations outside
the home base (Canadian), or implementing flexible rest
periods at nor~crew bases {(American and Canadian}.

A review of thesz contractual work rules is reparted in

Tables 1YI.5 and I1I11.6 in the AQppendix.

These data indicate that all of these carriers made
adjustments in the elaborate system of work rules
established during regqulation.

In the 1940s, it was estimated that this package of
rules reduced actual flying by at least 8 hours*™ per moith

below 1?50 levels while increasing employment by 20%. The

12, In 1987, to facilitate training requirements
necessitated by Qmer;can & rapid growth, the maximum monthly
limit was increased to 78.30 for the full year with
voluntary overtime to 8C hours paid at time and half for
time over 75 hours.

13, Kahn (19646:582) estimated that 20 hours of
accredited time not actually flown were accounted as
follows: 12 hours for training, vacation and sick leave, 3-4
hcurs were created by the guarantees (DPG, THG and the 4
hours guarantee per duty period), 1i-2 hours were accumulated
via the ’'greater time’' principle and 2-3 hours via dead-head
and reassignment rules and the monthly guarantees.
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restrictions implemented in the 1970s must have further
reduced pilots’ utilization while increasing employment.
Thus it is not surprising that the carriers, to capitalize
on the new competitive environment, made work rule changes a
priority of their labour relations policies. The upward
flexibility in monthly flying time (3-5 hours), and flexible
crew rests enabled the carriers tou increase labour
utilization, to avoid the disruption and the cost of
deviatiaons when delays accurred, to decrease the number
‘drafts’ or ‘displacements’ when the standard reserve run
out and to reduce the number of reserve pilots.

These work rule were also exchanged for various quid
pro quos: shorter daily limits during ‘silent’ hour flights
and higher credits under the guarantees, although the
computerization of scheduling may have allowed the carriers
to minimize the application of these guarantees and to avoid

costly work schedules.
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6.2.2 FLIBGHT ATTENDANTS: EARNINGS AND WORK RULES.
6.2.2.i. Career pattern and union representation.

In the early 19460s both the US and Canadian carriers
hired mostly women and by contractual agreement, forced them
to resign on account of age or marriage.*? In 1947-1968,
both US carriers abolished all forced termination policies
and gave reinstatement rights to attendants whaose service
had been terminated on this ground. In Canada this policy
was abolished in 19764.

In 1960 flight attendants at both US carriers were
Fepresented by the Air Line Stewards & Stewardesses
Association International (AL&SA) which in the mid-~1940s
{ALSSA) became affiliated with the Transportc Workers of
America (TWU). In 1972 ALSSA merged with TWU. At American
Airlines TWU went on to represent them, while at Northwest
they joined the Air Line Pilots Association {ALPA). In 1979
both changed union representation. At American, they Jjoirad
the Association of Professional Flight Attendants (APFA),
mainly a women'g organization, and at Northwest, the
International Brotherhood of Teamsters, Warehousemen and
Helipers of America (IBT). In Canada, flight attendants were
represented by the Canadian Airline Flight Attenda.ats

Association (CALFA). In 1984, after a failed strike and to

14, In 1965 American gave employees reaching the age of
32 the option of job termination with severance pay or
reassignment to other department, while Air Canada replaced
the previous policy with a 10-year contract with severance
pay after 5 years of service.
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increase its bargaining power in a deregulated market, CALFA
merged with the Canadian Union of Public Employees (CUPE).

As shown in Table 6.2, flight attendants’'salary
consists of a monthly base or longevity pay, ‘'incentive’
hourly pay rates for hours in excess of the monthly minimum
time, credits under the ‘guarantees’ and various forms of
wage payments.

Their base and hourly pay is determined by their
seniority within each carrier. In the early 1%60s, top
wages were reached after eight years of service (seven at
Canadian). At Northwest, this pay progression was
lengthened: top pay was reached after nine years in 1964,
ten in 1974, and twelve in 1978. American Airlines moved to
ten years in 1971,.twe1ve in 1974, thirteen in 1990 and to

fourteen years in 1992.

TABLE 4.2
FLIGHT ATTENDANTS WAGE PAYHENTS

ATTENDANTS'PAY CONTRACTUAL GUARANTEE HISCELLANEOUS WAGE PAYMENTS

1. MONTHLY LONSEVITY PAY BININUM NORTHLY HOURS GUARANTEE TRAINING CREDITS

BASED ON MININUM GUARANTEE DEAD-HEAD PAY CREDITS
2. HOUALY PAY RATE DUTY TIME PERIOD AND PAY BUARANTEE STAND BY, REPORTING TIME
{Ratio of straight flight time to  CREDITS.
on~duty tiae per day) GROUND SERVICE PAY
SPECIAL ASSIGNMENT PAY
TRIP HOURS GUARANTEE LANGUAGE PREMLUM

{Ratio of straight flight tiae to

on-duty tise over a cycle of two or POSITION PRENIUM

aore days}. fpply to key position
on board and to ‘lead’ or
in charge’ attendants,
OVERSEAS PREMIUN

iy



266
6.2.2.11i. American and Northwest Airlines: Flight Attendants
monthly wages.

Figure 6.5 shows monthly real wages of attendants at
the top and entry level of the pay scale, based on 75 hours
per month (Table I1l.2).

While in the early 1960s wages increased slowly, in
1968, wages began escalating. From 19245 to 1977 earnings
increased by 3% per year at American and 2% at Northwest and
this upward trend continued up to 1983,

In 1983 both carriers instituted a B-scale that reduced
pay for new employees by over 304 from previous rates, while
from 1983 to 1986, the rate of growth of top wages increased
by the inflation rate. However while the Northwest B-scale
merged with the A-~scale on the sixth year, the American B-
scale never merged and top rates were treached at the fifth
year. With these ‘market’ wages and growing employment,
American also offered retirement incentives to attendants
electing to sever employment and it instituted wvoluntary
‘part-time’ emplt:n‘/rnent..‘-=l

In 1987 both carriers modified the B-scale. American
increased B-scale rates by about 272.(thu5 making them
similar to those of Northwest); set parity on the 9th-year,

awarded minor pay raises to senior employees by increasing

18, Under this system, flight attendants work only half
of a monthly schedule and are paid at a straight hourly
rate, thus it eliminates the minimum monthly guarantee and
lowers overall costs.
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Fig 6.5 - American and Northwest Airlines
Flight Attendants Real Monthly Wages
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the pay ladder to 13 years as of 1990, and 14 years as of
1992, and re~offered retirement incentives. Northwest
lengthened the B-scale from 5 to 8 years before it merged
with the A-scale. To prevent wage and benefit costs from
pyramiding, baoth carriers paid bonuses or ‘lump-sums’ iIn
lieu of wage raises.*® 1In the post-deregulation period

from 1978 to 1990 top real earnings increased by the rate of

ie, American alloted attendants hired before 1987, two
special transition payments of %600 each; in 1990 an
additional %600 to attendants with 7-11 years and in 1992 to
those with 9-10 years of service. Northwest, in 1988 paid
bonus payments which varied with years of service ($700 to
employees with 1-2 years to a maximum of %1700 to those with
12 or more years) and in 1989, %500 to attendants with at
least one year and %3000 to those with 5 or more years of
service.,
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inflation. However over the entiré period 1986-19%0,
without accounting for these ‘bonuses’; top wages fell by
15% while entry earnings were 30% below the 1983 level.
This decline persisted since, from 1990 to 1992, nominal

wage grew by roughly 2% annually.

Miscellaneous payments, which differ to some extent
between the two carriers, underwent minor changes during
deregulation. Training credits, previously paid on a fixed
daily rate, became paid at an hourly rate in the 1970s. Both
carriers pay dead-head credits at half rate and apply ground
credits after the first half hour. American pays higher
rates for international and night flights, lanquage premium,
and a premium for °‘lead’ attendants and for key positions on
widebodied aircraft. Northwest pays an overseas premium
only for work in excess af 240 hours in the calendar quarter

or 80 hours in a month.

These data indicate that following deregulation, flight
attendants’'s wages underwent the same general decline as
those of pilots. Qver the period 1986 to 1990, top earnings
decreased by 15% and entry wages by about 30%. However, the
attendants B~scale is relatively longer and it was enforced
without major employment losses. Furthermore the use of
lump-sums as substitutes for wage increases had the effect

of undermining future earnings and benefits.
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6.2.2.iii. Air Canada and Canadian Airlines: Flight
Attendants’ Monthly Wages.

Figure 4.6 illustrates flight attendants’'entry and top
real monthly wages, in 19846 Canadian dollars, calculated on
the basis of 75 hours per month.

In the late 1940s, under the impact of rapid growth,
flight attendants’wages increased rapidly. This steady
growth slowed down in the mid-1970s with the enactment of
price and wage controls {1975-78) and again in 1982-84.+7
During 1965-77 real earnings grew hy 3% annually. However
from 1977 to 1984, under the effects of the Anti~InTlation
Act, Bill C-124 imposed on the crown carrier, the recession,
and with 20% of cabin crew laid-off at Air Canada,*® wages
declined by 1% per year at Air Canada and .5% at Canadian.
and the level of earnings began to diverge in the two
carriers.

In the deregulated period, in 1985 both airlines

reduced pay rates for new employees up to the eigth year

7, In 1977, a 7% wage raise negotiated at Air Canada

was rolled back to 4.4% for the period July 1977-1978 by the
Anti-Inflation Board. In September 1982, Bill C~124 imposed
Air Canada’s flight attendants a maximum increase of &%4. In-
September 1983, 5% less the tost of other compensation items
agreed to by the parties. The net pay rate increase was
estimated to be 4.2%.

18, To minimize the impact of lay-offs, AC gave special
long term leaves of absence and implemented work-sharing
schedules. In cooperation with the union and the
government, it instituted °‘reduced work schedules’ with the
Unemployment Insurance contributing to the difference
between the actual hours worked and the average pay these
enployees earned during the last six months.
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Fig 6.6 - Air Canada & Canadian Airlines
Flight Attendants Real Monthly Wages
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when the reduced rates merged with the A-scale rates. From
1984 to 1990, earnings at the upper end of the scale fell by
1% per year at both carriers whereas those at the lower end,
under the impact of the two tier salary, fell by 20% at Air

Canada and by 24% at Canadian.:®

In addition to wages, attendants received various
premiums. Both carriers pay an overseas route language

premium, a night premium and a draft premium of one hour. In

+%, In exchange for this concession Canadian awarded

flight attendants a $500 ‘lump-sum’ and job protection to
all full time employees as of June 198S5S.
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1980 Air Canada added ane hour pay for each successive
draft. In 1984 Canadian added a North American premium (5%
of the hourly rates applicable to Mexico and Caribean
routes) and in 1987, credited time in excess of the maximum
limitations at one and half times the pay rates. Dead-head

movements are paid at half-time.

Thus it appears that attendants wages began declining
with the institution of the government monetary controls.
This downward trend continued throughout 1990. Over the
period 1984 to 1990, wages at the upper end of the pay scale
decreased by a total of roughly 7-84 and in 1985, those at

the lower end declined by 20-24% from the previous level.
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6.2.2.iv. Hours of Work and Selected Work Rules.

The advent of the jet-aircraft greatly improved flight
attendants’ working conditions.

In the 1940s maximum morthly flight time limitations
decreased from B85 to 75 hours in most carriers (80 hours at
Northwest and Canadian). However both US carriers kept a
built-in upward flexibility which allowed flight attendants
to voluntarily exceed these limits. Daily maximum duty
times decreased from 16 hours in the 19460 to 13-142% and,
in the US carriers to 11-12 hours for °‘silent’ hour flights.
However Northwest applied stiffer requisites than the other
tarriers concerning manpower utilizati;n. In the early
1970s Northwest eliminated the minimum monthly pay gquarantee
when the flight time, due to vacation or flight conflict
{overlap or illegality), fell below the minimum hours.
Flight attendants had to make themselves available for
flight reassignment or forfeit pay. In the 19705 all of
these carriers applied the duty and trip time guarantees
similar to those of pilots.

In the post-deregulation period there has been a
general trend te relax most rules limiting crew utilization
and to improve scheduling efficiency.

All carriers increased the monthly time limitations to

approximately B0-85 hours, reduced the staffing level per

22, In Canada the 16 hours limitations still applied
far illegal operations at no-crew bases and ’'dead-head’ to
home stations. '
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aircraft type according to loads, flight time, and service
provided on board. However when flights left with a ‘short’
crew, both US firms paid ‘bonus payments’ ta the operating
crew members. The Canadian tarriers also reduced from two
to one the number of ‘'in charge’ positions on wide-bodied
aircraft and Canadian added the flexibility to fill these
positions with flight attendants when short of qualified
employees. In 1979, American Airlines and Canadian in 1990,
applied the same scheduling rules already enforced by
Northwest since the 1970s. They mace minimum monthly pay
contingent on working minimum hours and added flexible crew
rests in exchange for longer rest times in the next duty
period or at the home base. |

Thus during deregulation the carriers effort was
devoted to gaining greater crew utilization, flexibility in
scheduling and to avoiding the costs of adding manpower.
These concessions were bargaiﬁed over job security, higher
credits under the contractual ‘guarantees’, compensatory or
longer rest periods and premium pay when ‘short crew’.

A review of work rules for the period 1960-1990 is

reported in Tables 1II.7 and IIl.8 in the Appendix.
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6.2.3. MECHANICS AND RELATED WORXERS.

&.2.3.1i. Career pattern and Union Representation.

Mechanics at American Airlines are represeﬁted by the
Transport Workers of America (TWU)} and, at Northwest and in
the two Canadian carriers, by the International Association
of Machinists & Aerospace Workers (IAM). Both unions,
under the title 'mechanics and related workers’', represent a
variety of occupations with different levels of skills. In
1989, mechanics at American, split from the less skiiled
‘fleet service’' employees and the TWU continued to‘?épresent
them through different bargaining units.

Mechanics’ salaries consist of an hourly pay rate based
on their classification and years af service, and
miscellaneous wage payments such as shift (night or day)},
longevity, licence and overtime premiums.

From 194640 to 194646 both US carriers implemented a
similar pay-ladder, with pay raises after three and six
months in the first half year, with biannual increases
thereafter, reaching the top level after two years. In
1968, Northwest eliminated the first three month step and,
in 1969, the last step. Thus in 1968, at Northwest,
mechanics reached top pay after twenty one months and in
1969 after fifteen months. In Canada, in 1960 the scale
progression extended to eight years, with pay raises in the
second, fnurtﬁ and eigth year. In 1967, this scale was

shortened to four years, with annual pay raises.
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6.2.3.1i. \merican and Morthwest Airlines: Mechanics®' Wages.

In the early 1960s, as shown in Figure 6.7, real hourly
rates grew slowly, increasing by about 2% per year. In 1969
pay rates moved upward and although the recession and the
government’'s monetary controls reduced this fast growth,
from 1965 to 1977 the hourly rate increased by 2.6% annually
in both carriers.=*

During 1979-19B1, as earnings lagged inflation,
mechanics, at American, began illegal work stoppages and
slowdowns and in 1982, they struck against Northwest's
demands for flexible work-rules, increase part-time labour
and the elimination of COLA.

In 1983, American, with 40% of its mechanics laid-off,
lowered entry wage rates far new employees by 30%, extended
the pay—-ladder to 12 years with semi-annual pay raises,
‘i&craased the number of part-time employees in lower
classifications (12.5% in 1983 and 135% in 1985), applied
extensive cross-utilization and some contracting out, in
exchange for long-term job security, and offered severance
pay and benefits to workers willing to quit. However in
1989, as the demand for mechanics increased, American
implemented flexible pay rates in some local markets;

offered accelerated seninority to cutrrent workers; and

=21, Northwest’'s rate are higher than those at American
since they include 21 cents per hour in cost of living
adjustment (COLA) which is not reflected in the American
data.
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Fig 6.7 — America & Northwest Airlines
Mechanics Real Hourly Rates

1961-1977
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because since 1984, pay had lagged inflation by 1% per
annum, awarded a 'one~time bonus payment’ .22

In 1985 Northwest reduced entry wage rates by 21%,
estended the pay scale from fifteen months to five years
(with pay raises every 1B-months), and paid lump-sums in
lieu of wage raises.=3

Thus, while from 1977 to 1985 top hourly wage rates

grew by roughly 8% over the entire period, during 1985-1990

22, For the period March-May 1989 it added an amount
equal to 8% of the employee’'s total graoss wage.

23, For the period January-June 1985 it awarded lump-
sums of 17 above contractuai rates to a maximum of %200 to .
all pre~1985 employees.
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ignoring bonuses payments they fell to their 1978 level.
Entry wage rates decreased by 30% at American and 20%4 at

Northwest from the 1982-1984 level.

Supplementary payments underwent few changes during the
period of deregulation.

Shift and longevity premiums=“ used to follow the
same pattern as wage increases. However, since 1984 both
premiums remained unchanged. Licence premiums which up to
late 1970s were similar in both carriers, in the 1980s
Northwest paid higher premiums. However, in 1985 American
awarded various incentive payments to increase output and
service standards.®® Furthermore as part of what seem to
have been a policy designed to ensure an adequate supply of
workers with scarce skills, American offered ‘high skill’
premiums to employees working in skilled areas without a
credited licence and granted tuition reimbursement upon

qualification to those specializing in specific areas.

24, Northwest paid a longevity premium after the first
year, American after the third year. This ranged from a
minimum of one cent to a maximum of 10 cents per hour {15
cents in the 1980s).

28, It awarded productivity bonuses of %500 to
employees who worked 950 hours in the first &—-months and, in
1987, %1000 to those totalling 1900 hours per year. To
. reward team performance it gave LEAAP (Leadership,
Excellence, Achievement, Appreciation Premium) awards to
workers in stations which exceeded "minimum acceptable
standards’ in areas such as departure, baggage and various
productivity goals.
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Overtime credits remained unchanged. Both carriers
paid overtime credits at time and a half rate for work over
8 hours, up to 12 hours; double time for work over 12 hours,
or over B hours on days—-off; and paid two end half time the

standard rate for work during holidays.

THese data supggest that in the post-deregulation
periocd, 1977-1990, mechanics’ wage rises grew by the rate of
inflation. However while up to the mid-1980s real hourly
wages at the upper end of the pay scale grew substantially,
in 1985 wages began moving downward declining (ignoring
‘lump-sums’ payments) by roughly 8% at American and by 5% at
Northwest over the period 1985-1990. Mechanics alsoc made
work rule concessions that varied in the two carriers.

Mechanics, who previously bhad a relatively short wage
progression scale, extended the length of this gscale for new
hires to 12 years at American and 4 at Northwest with wage
rates 30%Z and 20% below the 1983-85% level. However, while
in the early years the large supply of skilled workoers who
had been laid off during the 1980-83 recession may have
facilitated this concession, the accelerated seniority that
American had to use to keep workers means that earnings for
this group may vary with market’ supply and demand
conditions. Furthermore the extensive crosg—utilization
implemented by American was supplemented by various wage

incentives to stimulate workers performance.
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6.2.3.1iii.Air Canada and Canadian Airlines: Mechanics’Wages.

As shown in Figure &.8, which illustrates real hourly
rates, in Canadian dollars, for mechanics at the entry and
top level of the progression scale, pay rates grew rapidly
in the mod—-19&60s and, except for a decline in 1975 and at
Air Canada during 1975-78, this upward trend continued until
1284 (Table III.3).

From 1966 to 1974, probably as a result of several
strikes these workers undertook against Air Canada,®+ top
hourly rates increased by over 3% per year. Although this
rapid growth slaowed down during the years ﬁf the
government’'s monetary controls, from 1975 to 1983, earnings
grew by 1.4%Z annually at both carriers.

While during the regulated period both carriers
provided similar wages and work conﬁttions, in the post-
deregulation period, as a result of a manpdwerrsurplus at
Canadian,®* their conditions of employment began to
diverge.

In 19B4 Canadian implemented ’‘reduced work schedules’
and extensive cross-utilization in all job classifications
in exchange for job security. In 1987, after the mergers,

this was extended to all employees of the merged carriers in

24, Strikes occurred almost at every contract
negotiation (19646, 1971, 1973-74 and 1977-78} and totally
shut down Air Canada‘s operations.

27, In 1982-84 Air Canada curtailed 13% and Canadian
25% of maintenance labour.
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Fig 6.8 — Air Canada and Canadian Airlines
Mechanics Real Hourly Rates
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exchange for higher part-time employment (from 10% in 1984
to 15% in 1987), upgrading of tasks of station
attendants,®® and the relingquishment of some contractual
rules to increase the carrier’'s competitiveness in
‘contracting in’ work from other airlines, including the
ability to keep junior workers in cases of lay-off, to save
in labour costs. Labour surplus was dealt with through

attrition, transfer, down/upgrading with pay protection and

voluntary severance incentives.

5

While mechanics at Canadian exchanged specific qdid pro

=@, Station attendants were to be trained and licenced
to perform equipment related duties and to be responsible
for routine services, fuelling and cleaning nf‘Equipments.
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quos for job security, Air Canada increased the number of
part-time station agents to 10%, applied lower entry rates
to these workers and implemented compressed work weeks
according to operational needs. In 1990, with the growing
importance of feeder airlines, both firms extended job-
security to employees affected by base closures or loss of
ground contracts covering connector carriers in point
previously served by them.

From 1984 to 1990, real wages, ignoring 'lump-sum’
payments both carriers awarded in lieu of pay rises,=*
real wages fell by 1% per annum 2t Air Canada and .&60% at

Canadian.>®

Mechanics algo receive supplementary payments. Shift
and longevity premiums (this applies after 10 years of
service) are paid at an hourly rate. While these premiums
were initially higher at Air Canada, in the 1980s they
became similar in both carriers. Overtime pay is craedited
with one and a half times the hourly rate and double rate
for time in excess of 8 hours during the first day off, for

all hours during the next days off, for wark on statutory

2®. Air Canada awarded 3% for the period March-November
1985 and Canadian %250 for cost reduction measures and,
probably to reduce employment surplus, gave one week
vacation in exchange for 2% salary reduction.

Fe, In 1991, wages at Air Canada were protected from
the potentxal Lnflatzonary effects of the ’'Goads and Service
Tax' and pensicnable earnings became indexed.
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holidays in excess of 8 hours and for time over 12 hours.
Both carriers credit mechanics with licence premiums
according to the number of aircraft certificates they have
earned. In 1990, Air Canada paid various lumps-sum payments
for up to four licence endorsements if these were completed

in employees’ own time.

As these data indicate, mechanics’ hourly pay rates
began to decline in 1984 under the effects of a deep
recession and extensive lay-offs. QOver the period 1983 to
1990 real earnings fell by roughly 7% at Air Canada and over
4% at Canadian. This decline in earnings was exchanged for
job security and at Air Canada for minor wark rules
concessions and pensionable earnings prote:t%nn. Work rules
concessions were higher at Canadian in view of the greater

employment losses at this carrier.
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&.2.4. RESERVATION, CONTROL AND TICKET SALES AGENTS.
6.2.4.1i. Career pattern and Union Representation.

At Northwest, these employees were represented by the
Brotherhood of Railway, Airline and Steamship Clerks,
Freight Handlers, Express and Station Employees (BRAC). In
1986, when Northwest merged with Republic, BRAC continued to
represent them but in 1989, the IAM gained representation
rights. These employees are not unionized at American
Airlines. Thus, while data for Northwest are taken from
collective agreements, those of American are incomplete and
were obtained from company officials.

In Canada, these employees were represented by the
Canadian Airlines Sales Employees Association {(CALEA) at Air
Canada, and, by BRAC at Canadian. In 1985 at Air Canada,
after a failed strike, they moved to the National
Automobile, Aerospace and Agricultural Implement Workers of.
Canada (CAW-Canada). At Canadian, in 1987, after the
mergers, BRAC {(named Transport Communication Union) retained
representation rights, but in 1990, probably to gain a
united front and increase their bgrgaining power, these
employees also moved to CAW,.

Agents’ wages consist of a monthly base salary
according to their classification and seniority, shift,
longevity and overtime premiums.

At Northwest, in 19460 the pay progression extended to

seven years. In 1961, thisg decreased to six years, with bi-
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annual pay raises in the first year, and annual increments
thereafter, up to six years. In 1984, Northwest extended
the length of the pay scale for new employees and top pay
rates were reached after ten years.

In 19240 at Air Canada, the pay scale extended up to
five years with bi-annual increases during the first four
years, reaching top pay in the fifth year. At Canadian the
pay scale extended to six years with bi-annual pay raises in
the first year, thereafter increasing yearly. In 1971, bath
carriers reduced the length of the pay scale to four and one
half years. However, in 1985 they implemented a B-scale
which merges with the A-scale on the fifth year.

In the late 1960s, all of these carriers used part—-time
workers to take care of traffic fluctuations. However their
ratio increased over time but in exchange permanent
employees were given job protection. At Northwest, the
number of part-time employees increased from 100 in 1970 to
207 of the positions in larger bases (504 in small bases)
and in 1989, the proportion increased to 25% aof the entire
workforce. At American, in 1974, part-time employees
represented roughly 5% of the workforce but by the post-1980
period this had increased to approximately 30%. In Canada
this proportion increased from 104 in 1970 to 204 in 1976
and to 30%Z in the mid-1980s.

In the post-deregulation period all carriers aiso made

work rules adjustments. All carriers implemented flexible
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shift starting times and work weeks, according to
operational needs, and cross utilization of labour. The
Canadian carriers, and probably the US as well, implemented
wprk quotas and measures of work performance to increase the
level of service and output. Northwest alse introduced

stiffer rules in ’'trading days’ .3

&.2.4.ii. American and Northwest Airlines: Agents’ Wages.

Figure 6.9 shows entry and top monthly real wages of
ground agents at Northwest, and average monthly real wages
of full-time smployees at American Airlines {Table I11.4).

Real earnings in both carriers grew rapidly in the mid
1960s. This upward trend centinued up to 1972 when, under
the effects of the recession and the monetary controls, wage
raises began to slow down. From 1965 to 1977 annual
earnings increased by roughly 34 at both cafrierg.

In 1983 American and in 1984 Northwest, extended the
wage progression scale for new employees. Over the period
1984-1990 average wages fell by about 15% at American while

at Northwest top wages kept moving upward up to 1987 when

31, Employees were always able to trade days off for
personal reasons. 0Often these days were paid back in cash
while employees who had to work longer hours over several
days due to trading used to 'book aoff’ sick. In 1985 NW
enforced rules to end this practice. Trading was limited to
the first day-off, it could only be paid back by working
time and employees booking-off sick during these days were
penalized.



{ 1986 Dollars in Thosands )

286

Fig 6.9 - American & Northwest Airlines
Agents — Entry & Top Real Monthly Wages
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they fell.®2® Thus, while between 1977 to 1990, ignoring
bonus payments, wages rises at the upper end of the pay
scale at Northwest sligthly exceeded the rate of inflation,
over the entire period 1987 to 1990 earnings fell by 7%4. In
1990 top monthly wages were roughly 5% above the 1978 level
whereas entry wages were 10/ below it.

A look at wage movements in the two carriers reveals
that, until 1983, union membership had little effect on

earnings. But in the subsequent years, non-unionized

2, In 1985 Northwest awarded bonuses up te a maximum
of $170 and a further 1% wage raise over the period January-
July 1985. In 1989 it added a ’lump-~sum’ payment ranging
from $50 to $100. A S
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earnings. But in the subsequent years, non-unionized

workers have been worse off.>=

These data indicate that in the post-deregulation
period the rate of growth of earnings at the upper end of
the pay scale grew slightly above the inflation rate.
However, in later years, 1987-90, they underwent a decline
similar to other crafts, about 74. At the lower end of the
scale real wages fell by about 10%.

During these years, péy rises appear to have been
exchanged for productivity adjustments, such as higher use
af part time labour and a management right to allocate and
use labour more efficiently. Thus these changes gave
carriers greater flexibility in controlling employment and

labour costs.

33, A comparison of nominal wages at the two carriers
indicates that in 1990 American paid agents on the B-scale
an average of $150%9 and %2434 for those on the A-scale
compared to $14645 for first year agents and $2824 for agents
with 10 years of service at Northwest,
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6.2.4.iii., Air Canada and Canadian Airlines: Agents’' Wages.

Figura 6.10, which shows entry and top real wages, in
Canadian dollars, indicates that earnings grew rapidly in
the mid-1940s and, except for a decline during 1975-76, this
upward trend continued until 1977. From 19465 tc 1977 wages
increased by roughly 3% per year at both firms. However, in
the subsequent years, from 1978 to 1984, under the effect of
the recession and the government monetary controls, earnings
fell below inflation at both carriers.™4

In 1985 both carriers implemented lower rates for new
workers=2 and, from 1987 to 1990 due to employment
redundancy, agents at Canadian took one to two weeks
extended vacation in lieu of 2% of their gross pay. From
1984 to 1990, wages at the upper end of the pay scale
fell by 1% annually at Air Canada and by .5% at Canadian

while entry rates dropped by roughly 20% from their 1983

level at both carriers.

34, In the early 1980s to decrease the number of lay-

offs agents at Canadian exchanged 2%’ pay raise for a S5-day
leave of absence.

=5, At Air Canada, this occurred after a strike, while
Canadian awarded agents a %500 ‘lump-sum’ in recognition for
this concession and related productivity improvements.
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These data indicate that over the deregulated period,

1984-1990, real earnings at the upper end of the pay scale

fell by roughly 5% at Air Canada and 3% at Canadian while

those at the lower end of the scale declined by 207 from the

pre-derequlation period.

Both carriers also made extensive review of work rules,

increased part—-time labour and obtained various toncessions

to increase output and lower costs in exchange for job

security. The number of concessions was higher at Canadian

due to -employment surplus.,

The next section presents fringe benefits, insurances

and pension plans in the four carriers.
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4.3, FRINGE BENEFITS, INSURANCES AND PENSION PLANS.

Fring= benefits have grown to become a substantial part
of the workers’'compensation. Employers’ supplements to wages
include paid vacations, sick leave credits and extensive
benefit packages which take the form of private security
programs, such as medical, life insurance and pension plans.

This section describes the variety of benefits
implemented in the two US and Canadian carriers. Although
these are part of binding agreements between firms and
unions, they are not always documented in the collective
agreements that are considered in this thesis. Thus this

description cannot be exhaustive.

6.3.1. Fringe Benefits.
These include vacations, sick leave credits, moving and

transfer expenses and severance pay.

6.3.1.i. Vacations

Vacations are based on years of service. In 1960, both
the US and Canadian carriers awarded two weeks after one
year and a maximum of three weeks after twelve years of
service.¥® In the mid-1960s the Canadian carriers added
one more week for workers with 20 or more years of service.

In the 1970s, the number of vacation days began to

34, Northwest awarded 3 weeks after 10 years and 4
weeks to mechanics with 20 or more years of service. -
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increase while the time for accrual decreased. In the 1960s,
vacation allotments for all labour groups increased about
one week for overy ten years of service. In the 1970s, this
changed to roughly one week every five years and in 1978
vacations in the four carriers ranged from a minimum of two
weeks after four/five years to a maximum of five/six weeks
after 20/30 or more years of service.

In the post—-deregulaticn period, vacation allotments
remained unchanged at Northwest (in 1980, it added an extra
week for mechanics and agents with 29 or more years of
service). In 1983, American introduced a two~tier vacation
system for new employees, which reestablished the conditions
prevailing in 1963. ‘B-scale’ pilots, mechanics and flight
attendants and probably ground agents, were awarded two
weeks vacations after the first year, with an extra week
added for every ten years of service. Thus the maximum
allotment for these employees became fTour weeks after 20
years, while A-scale employees enjoyed five weeks after 20
vears and six after 25 years of service. 1In 1991, the
pilots adopted a new system that equalized vacation
allotments and benefitted new employees. Vacations ranged
from 3~-week for pilots with 1 to 3 years to a maximum of O
for those with 20 or more years of service.

In Canada the pattern of vacation allotment remained
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unchanged.=” However, probably as a result of the

mergers, some changes occurred among mechanics and agents at
Canadian. Vacation for junior mechanics in the first two
years of employment became credited at a reduced rate, while
ground agents in their first year of employment had to wave
vacation.

The Canadian carriers also award statutory holidays to
all work groups according to the Canadian Labour Code. In
the US carriers only mechanics and agents are granted 9 days
per year of statutory holidays.

A review of vacation allotments is reported in Table

I11.9 and 111.10 in the Appendix.

6.3.1.11i., Sick leave credits.

Employees are pay protected during sick leaves
according to the sick day/hours they accrued during their
employment.

In the 1940s pilots and flight attendants in the US
carriers accrued 14 days per year and mechanics and agents,
ten days. Part of these unused days could be accumulated
and added to the next years allotment until a fixed quota
was reached. This system was maintained for mechanics at

both airlines, and for pilots at American. In the early

=, In 1984 as a result of Canadian’'s financial losses
the pilots took a 7-day vacation reduction. However in 1990
they increased the vacation allotment from 35 to & weeks for
employees with 30 or more years of service, thus making it
similar to Air Canada.
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1970s (1989 for ground agents at Northwest) it was converted
to an hourly basis for the other work groups, with five
hours accrual per month, and eight for agent at Northwest.

In the mid-19460s, Canadian credited pilots and flight
attendants with 2.35 hours per sick-day. This increased to
3.30 in 1978 and & hours in 1987. Air Canzada credits all
work groups with one day per month.

Concern over abuse of sick—-leave credits led carriers
to adopt various control measures. In the 1980s the carriers
required flight attendants to obtain medical clearence prior
to return to active status or to claim for sick pay.
american awarded mechanics a sick day premium for unused
days. In Canada, in the 1970s mechanics and ground agents
were paid at 80% of the pay rate for any absence after the
first illness. In 1987 both groups became pay—protected
during the first three illnesses.. Thereafter the first day
for every subsequent sick absence remained unpaid. However,
employees with 60 or more days of accumulated credits were

exempted from this penalty.

$.3.1.iii. Moving and Transfer Expenses.

Employees transferred at company request were awarded
relocation expenses (storage, transportation and incidental
expenses during the trip). In the post-derequlation periocd
most unions in the US (BRAC, ALPA and the IBT) included

these expenses within the labour protective provisions in
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their contractual agreements. In Canada, these benefits -
governed by the Canadian Labour Code - were widely applied
by Canadian as a result of the mergers and the employment

protection clause enforced by the unions.

6.3.1.iv, Severance and Lay-off Pay.

In the early 1960s mechanics, in the US and pilots in
the Canadian carriers were the only groups whose collective
agreement provided for severance and/or lay-off pay. In the
1970s most work groups, with the exception of flight
attendants in the WS carriers and of agents at Air Canada,
got severance pay included in their collective agreements.

Furlough pay ranged from 2 to 13 weeks (10 at NW) for
mechanics; from half month to 3.1/2 months for pilots and
from 10 days to 30 days for agents at Northwest (agents at
Canadian were granted the same conditions as mechanics.).
Severance pay for flight attendants ranged from 1 to 12
weeks at Air Canada and from 15 to 180 hours per year at
Canadian. However, if lay-offs resulted from base closure
this increased to 30 hours per year to a maximum of 360
hours. Im 1987, both maximums increased to 225 and 450
hours.

In the 1980s most unions increased severance pay.
Pilots increased it to a maximum 4 months at Northwest,
4.1/2 at American and 5 months in Canada and mechanics at

Air Canada to 20 weeks.
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6.3.2. Program of Insurance Benefits.
These include Group Life Insurance, Comprehensive

medical benefits and pension plans.

6.3.2.;. Group Life Insurance

In the late 19460s all carriers established non-
contributory programs for active employees. The amount of
benefits is based on .the employees classification and
salary. These plans extend as well, at a reduced premium,
to retired employees (age 65 and with at least 10 years of
service) and their dependents.

All carriers upgraded the plan over the years.
However, in 1990 American Airlines, to control costs,
negotiated a flexible benefit program with the TWU covering
mechanics and related workers.  Under this plan, American
provides a fixed amount of ‘'benefit dollars’ with the
employees choosing various options according to their
priorities. Employees can select more or less medical care
and less or more life insurance or can opt for limited
benefits in exchange for cash for the unused éhare of the

‘benefit dollars’ provided by the carrier.
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6.3.2.i1. Medical and Health Insurance Plans.

The expansion of health insurance in the USA is of
critical importance given the absence of public health
programs and the escalating costs of medical treatments.

The current non—contributory plan was established in
19464 at American and in 1970 at Northwest. Benefits for
these plans evolved throughout the yvears to cover retired
employees and their dependents, with limited benefits until
age 45, or when the employee became eligible for Medicare.

In 1984 Northwest added new medical benefits to the
plan. dn the other hand, American imposed a ceiling of 1000
hours to mechanics and related workers before these
employees became eligible to these benefits. In 1990 it
implemented a participatory plan with all employees sharing
the costs of providing these benefits,®® and a pre-funded
contributory retiree health plan for new employees who have
to contribute for at least ten years to receive medical
coverage at the time of retirement.

In Canada, in the early 1970s, both carriers enacted
two plans: a basic one which applied to employees not
covered by provincial medicare programs and a supplementary
health plan designed to cover only services not included in
the first program. In 1973 Air Canada discontinued tﬁe

basic plan, paid employees a monthly medical allowance and

3@, The carrier covers up to 54 per year in cost
increases with the remainder paid by the employees. Those
opting not to contribute could select less costly plans.
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in 1978 made the supplementary health plan non~contributory.
Canadian, which continued to implement both plans, assumed
the full cost of the basic plan while employees shared the
cost of the supplementary one. In mid-1980s the employees
paid the full premium of the basic plan in exchange for the
carrier paying the full cost of the supplementary one.

In the mid-1970s a1l carriers added dental and vision

care programs.

6.3.2,iii. Group Disability Income Plans.

All groups of employees at the four carriers are
covered by various Disability Income Plans. These are
mandatory contributory plans, fully paid by each labour
group. However in the mid-1970 Northwest shared the
premium for the mechanics’plan while Air Canada fully funded
the Group Disability Plan of pilots and in 1981 that of

mechanics.

&.3.2.iv. Pension Plans.

Pernsions were initially designed to provide income
support for workers with long years of service who were
. beyond working age. These evolved over time to include
workers in other circumstances and to allow firms to make
manpower adjuéiﬁents. .ﬁgﬁéion contributions are shared
between employees and firms.

Retirement for most workers, except pilots who attain
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pension age at &0, is at age &5 with 10 or more years of
service with the firms. In the mid-1970s, pensionable age
was reduced to 62 in cases when workers had specified years
of service, without reduction of benefits.

In the 1980s, American, Air Canada and Canadian made
extensive use of early retirement plans to make manpower
adjustments and to reduce employment costs.=<

Pilot pension plans differ between the two US carriers.
The American plan consists of two programs: a fixed income
and a variable one, with the company contributing to both
plans. The advantage of the variable plan is that, while it
may provide higher benefits, it appears also to be a hedge
against higher taxes. In 1970, a pre-retirement disability
plan was added in lieu of the Long Term Disability plan with
the firm administering and bearing the entire cost of the
program. In 1982, this last plan was revised. Ffurloughed
pilots were excluded from the plan’'s benefits, whether
furlough occured prior to or during the period of disability

while benefits for chemicaliy dependent employees were

3%, For example, American granted flight attendants

between the ages of 45 and 55, and with 20 years of service
Retiree Life Insurance and major madical benefits. It
granted those between the ages of 5C and 55 and with 195
years of service Retiree Group Life and medical expense
benefits and a monthly allowance until these employees
reached age 355, when they became covered by the Supplemental
Retirement Program.

In 1983 and in 1987 Air Canada offered pilots under the
age of 55, age ‘make-up’ at the rate of 50%4 of the months
between their retirement age and age 50, to a maximum of 30
months. To non—-pensionable pilots: two and a half week pay
per year of service up to a maximum of one year pay.
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reduced.*”

In 1988 pilots at Northwest supplemented the fixed
income plan with a Retirement Saving Plan with the carrier
paying part of the contributions.

In Canada, in the 1940s pilots’ pension plan consisted
of a fixed income and a variable ‘equity plan’. However, in
1984, due to government changes in pension rules, the

variable plan was discontinued.

This review seems to indicate that in the post-
deregulation years fringe benefits, like wages, became more
related to the particular economic situation of each carrier
than to cther settlements in the industry. On the other
hand, to protect their members from the adverse effects of
the market place unions negotiated increased lay-off pay and

labour protective provisions in their collective agreements.

42, In 1979, a chemically dependent pilot was entitled
‘ to a lifetime maximum of 24 months of payments. In 1982
. this was changed to 18 months of combined sick time and
‘ disability pension payments.
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6.4, SUMMARY

This review of collective bargaining in the two
countries indicates that the effects of the economic reforms
on labour varied by carriers and work groups.

In the US, the initial impact of deregulation increased
the unions’ bargaining power even further and labour
earnings moved upward up to the mid-1980s. Modification in
labour relations occurred in 1983 when American Airlines,
capitalizing on a changed market and with a large number of
workers laid-off, made all of its unions to accept two-tier
wage programs and less restrictive job provisions in
exchange for job security and growth opportunities. The
American agreement by giving AA considerable lower labour
costs (which could be translated into lower fares and a
competitive advantage) relative to other competitors, gt .
precedent for other carriers to match. This also led to a
pattern of contract changes, specific to each carrier and
work group and they were closely related to the degree of
employment losses and the specificity of these jobs.

Northwest also applied a twop-tier scale to most of its
work groups. However, without employment losses, these
scales were sheorter than the American one while the two-tier
scale was applied to pilots only in the late 1980s after the
competitors had done so and when, after the merger with
Republic, it could benefit from the expansion of this group.

From 1983 to 1987, wage raises of employees at the
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upper end of the pay scale in both US carriers {(except
pilots and agents at NW) fell to the rate of inflation while
wages of new employees dropped by 304 (20% for mechanics at
NW). These small wage raises were exchanged for less
restrictive wnrk rules and, at American, changes in fringe
benefits.

From 1987 to 1990, the pre-deregulation common trend in
the two US carriers seems to resurface but, as both carriers
replaced wage raises with ‘lump-sums’, wages at the upper
level of the pay scale fell across work groups. This decline
was more significant for industry related ogcupations than
for mechanics and agents. Over the entire periocd 1986-1990,
pilots and attendants®' top wages fell by 15% each while
those of mechanics and unionized agents dropped by 7-8%.
American, to increase employees’turn—-over and thus to
benefit from lower entry rate, also offered retirement
incentives to all work groups with the exception of pilots.

In Canada a new phase in labour relations began in
1984-85 with the evolution toward deregulation. It appears
that at this time both carriers began to realign labour
costs and make them more comparable to the more efficient US
airlines. However the decline of labour earnings was less
extensive than in the US and pileots and mechanics were able,
to a certain extent, to contain the carriers’ concessionary
demands.

Over the entire period 1984-1990, real wages at the
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upper end of the pay scale grew slightly above the inflation
rate for pilots but fell by approximately 7% for flight
attendants and agents. Those of mechanics fell by 4% at
CAIL, and by 7% at AC, since AC in 1985 replaced wage rises
with ‘lump-sums’ payments. Wages at the lower end dropped
by 10% for pilots (second officers) and by 20%-24% for
flight attendants and agents from the 1985 level. Mechanics
could avpid the two-tier wage scale. The carrieré also
implemented work rules changes, some adjustments in fringe
benefits and used early retirement incentives to make
employment adjustments. Canadian, which grew through
mergers that produced substantial employment redundancy,
succeeded more in the goal of reducing labour costs and
increasing labour productivity than Air Canada. In exchange
for job security all unions conceded to Canadian extensive

revisions of work rules.

It is certain that the change from a protected to a
free market environment changed the behaviour of both
carriers and unions. All carriers sought a variety of
productivity and cost saving devices aimed at restructuring
airline labour costs. Unions, faced with lay-offs, under
the effects of the recession and, after 1984, the wave of
mergers and acquisitions, and a changed labour market,
traded off concessions faor employment and growth. However,

concessions were greater in the US than in Canada, when
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employment was at stake (in this sense American and Canadian
obtained more substantial cost savings than Northwest and
Air Canada) and in occupations with skills specific to the
industry, although for pilots this effect was probably
mitigated by different labour market conditions in the two
countries. Unions also applied protective provisions and
increased lay—-off pay in view of the changed market
environment.4*

This evidence also suggests that if regulatory rents
were earned prior to deregulation, these were relatively
modest. It is alsco possible that this modest reduction in
earnings in the post-deregulation period may be due to the
fact that all of these carriers retained a considerable
degree of market power (control of hub-and-spoke route
system, connector services, computer reservation systems and
in the US of airport gates), and have a high level of
unionization across labouf groups, with the exception of

agents at American.

41, Labour contracts of pilots in the two US carriers
stipulated that any carrier owned or controlled by American
and Northwest Airlines must hire union labour. In addition
pilots at Northwest stipulated a contractual clause that, in
the event of a take over or route acquisitions of NW routes
by another carrier, binds the acquiring carrier to hire NW
pilots and to the conditions set in the NV agreement.
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CHAPTER SEVEN
A COMPARISON OF COLLECTIVE BARGAININGS
IN THE USA AND CANADA: INDUSTRY AND FIRMS DATA
7.1 INTRODUCTION

This chapter assesses whether different regulatory,
institutional and legislative environments modified the
effects of deregulation on labour outcomes. To this end it
compares labour earnings in the U5 and Canadian airlines,
over time, among similar unionized work groups using
comparable US dollars.

Although comparison of two different countries and
carriers involves some problems, there are similarities in
the industry’'s operational environment which should allow
for a meaningful comparison. The Canadian industry is
smaller, more concentrated and with a higher degree of
government ownership than the American one, nevertheless
they are both influenced by the economic cycle, they have
the same secular growth in markets and they are equally
affected by changes in technolegy and labour conflicts.
Deregulation alsc occurred at different times in the two
countries. In the U5, in 1978 the CAB gradually eliminated
controls over routes and fares while substantial reforms
occurred in Canada only in 1984, While it would have been
instructive to compare labour outcomes under different
market environments in the two countries (regulation:

controlled competition in Canada and deregulation in the US;
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and deregulation) variations in exchange rates do not allow
for these comparisons. Thus, labour outcomes are compared
under regulation, 1265-77 and under a competitive regime,
1978-90, in both countries. This will hopefully eliminate
some of the bias introduced by the currency variations.

This chapter is organized as follows: sections 7.2 and
7.3 review the economic performance and the employment
conditions in the two industries and in the four carriers
for the periods 19463-77, 1978-83 and 1984-%90. Section 7.4,
assesses the effects of deregqulation on the effort bargain.
It compares wage rates in US dollars for fixed seniority and
Job classification of the four major labour groups across

carriers.
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7.2 INDUSTRY OVERVIEW: USA AND CAMADA.

7.2.i. Traffic growth and market share.

Figure 7.1 illustrates the volume of revenue passenger
miles in index form, with 1978 as base year, for the two
industries and the major sectors while Table 7.1 reports
data for each carrier.

It is evident from these data that the air industry
grew rapidly in the 1960's. Although the economic
contraction of the 1970's slowed down this rapid growth,
from 1965 to 1977, both countries experienced a dramatic
output growth. Passenger volume grew b* Q% per annum in the
US and 13% in Canada, and this growth was shared by the
carriers. Traffic increased by 8%Z and 107 annually at
American and Air Canada and by 11% and 13% at Northwest and
Canadian.

Puring the first year of the economic reforms in the
Usa, 1978-1979, which coincides with an economic upturn, the
volume of traffic reached a record high in both countries.
In the following years, 1980-1981, in the US, under the
effects of a deep recessions; new route entries and the
various events which affected this industry, a shift
occurred in the overall rate of traffic growth between the
scheduled industry and the former trunk carriers. Traffic
in the trunk sector declined by 14% from the peak of 1979 to
the trough of 1981, whereas it fell by a modest 4% in the

scheduled industry. Moreover, from 1977 to 1983, the volume
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of passenger miles grew by 7% per annum in the industry
compared to 5% in the trunks.

In Canada, the effects of the recession and oil crisis
on traffic lagged the USA by one year. Passenger mile volume
plunged in 1982, reaching a trough in 1983, declining by 18%
(19€20-83) in the major sector and in the industry (1981-82).
From 1977 to 1983 the volume of traffic grew by an annual
rate of 3.68%4 in the industry and 2.2% in the major sector.

In 1983, witn the economic recovery, the former trunks’
traffic volume grew to equal their 1979 peak but the
recovery was lengthier in Canada. The Canadian industry and

the major carriers exceeded their previous peak level only
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in 1983 and in 1987 respectively. From 1977 to 1990, after
the concentration of the industry, passenger miles increased
by 7% per annum in the WUSA, in both the former trunks and in
the scheduled industry, whereas it grew by 6% in the total
Canadian industry and by 5% in the nationals. However from
1983 to ;990 unde+ a deregulated envivronment, an improved
economy and probably an increase iIn discount fares, traffic
grew at a similar annual rate of growth in both countries,
increasing by 7% in the industry and 8% in the majors.

bDuring these years, 1977-90, the performance of the
carriers differed from the requlated period. The volume of
traffic, after a steady growth (33% in 1978-79), during
1980-1981, dropped by 17% at American, whereas Northwest,
with a small domestic network, was little affected. 1In
Eanada, after a surge (304), passenger volume plunged at
both carriers, declining by 184 at Air Canada (1981-83) and
by 20% at Canadian (1982). In 1983 both US carriers
recovered whereas growth remained erratic in Canada. From
1983 to 1990 traffic increased by 124 at American compared
to 4% at Air Canada, while Northwest and Canadian, after the
mergers, reported a 17% and 147 annual growth rate.

During the regulatory period, under the protection of
regulation, the dominant sector market share declined
modestly. In 1978, the US trunk lines still held %2%4 of the
market (RPM})}, or a drop of two percentage point from the

1960 level. In Canada, the two national carriers’ shares,
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due to the expansion of the regional tarriers, after the
government implementation of the regicnal air policy,
declined from 946% in 19480 to 754 in 1978.

In the US in the post-1978 period, with free entry
opened up by deregulation, the trunk sector lost a bigger
share of the market than they did throughout the years of
CAB regqulation, and in 19846 they accounted for 82% of the
scheduled market. In Canada, with little change in the
regulatory regime, from 1978 to 1983 the dominant carriers’
shares remained rather stable., However in 1984, under a
competitive regime, their dominant position began to decline
reaching a low of 664 in 19846. In the following years, as
both industries began to consclidate, the former US trunks
and the Canadian carriers regained part of their previous
losses and by 1990, they held 834 and 71%4 of the market.

Under a deregulated industry the performance of the
carriers varied., In 1980 the market shares of American
dropped from 14% in 1978 to 1374 of the trunks market whereas
Northwest‘'s loss was minor. However in 1990 both American,
through internal expansion and route acquisitions, and
Northwest, through merger, increased their traffic shares to
207 and 13% of the market respectively.

In Canada, from 1978 to 1984 Air Canada’s position
remained stable, accounting for 704 of the major market.

Its dominance began to erode in 1984 after the relaxation of

regulatory controls and the expansion of Canadian. In 1990,
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after the consolidation of Canadian, the market became
nearly equally shared between the two carriers, and Air
Canada’ shares declined to 52% of the major market.

It thus appears that the negative output growth of the
US trunk carriers during 1780-1981 was the net result of the
open entry policy as well as the effect of the recession.

In Canada, with no significant entry of new carriers, the
major sector’'s market position remained almost intact but
traffic plunged as well. However, in the US the combination
of deregulation, competition and new entry forced the former
trunks to seek new ways to grow. Both American and Northwest
Airlines, by using deregulation ' route freedoms, by
rationalizing their route network through °‘hub-and-spoke’
operations and probably through competitive and innovative
practices, were able to expand the scale of their operation
and markets.

In Canada, partly due to a smaller route network, the
relative closure of the US market and the gradual relaxation
of regulatory controls which inhibited the entry of any
significant carrier, growth was less subtantial, although
Canadian became a prominent rival to Air Canada’s supremacy.

Overall, what these data show is that deregulation led
to significant growth in the US, relative to Canada, while

both US carriers praofited from deregulation freedom.
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7.2.ii. Profits.

There are several measures of airline earnings. All of
these measures have problems that have been described in
previous chapters. In this section operating profit margins
(the ratio of operating income to operating revenue) after
interest expenses, as a percentage of operating profit, is
used and illustrated in Figure 7.2 for the industry while it
is reported in Table 7.1 for the carriers.

It is apparent from these data that in both countries,
historically, the profitability of the major sector has been
relatively erratic and linked to the business cycle and the
carriers’ financial commitments, even during regulation.

Returns decreased during cyclical contractions, for
example in 1961 and in the 1970's. while they grew during
upturns and in response to the productivity of more
efficient equipment, as in the 1940°'s (a period during which
the US airlines reported record profits).

In the early years the Canadian carriers fared poorly.
From 1960 to 1943 both Canadian airlines experienced losses.
However from 1964 to 1977, compared to Air Canada, which up
to 1977 was exempted from making profit, Canadian's profits
were consistently higher tham those of the crown carrier and
its performance was comparable to that of the U5 carriers.

Under regulation, with the exception of Northwest,
losses were incurred at American on sevéral occasions (1270,

1973, 1975), at Air Canada in 1969-71 and 1974-7&5 and at
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Canadian in 1975~74. However, in 1978 all carriers reported
good profits,

In the post-1978 years, profits declined sharply in
both countries. The trunks reported losses from 1979 to
1983 and again in 1985-86, and the Canadian carriers from
1981 to 1985. In the following years both sectors were
pro<-table. However, in 1988 in Canada and 1989 in the US,
with the beginning of a new recession, the profitability of
these carriers moved downward which is indicative of the
impact of the business cycle on the industry perfarmance.

A comparison of the four carriers shows that both US
airlines fared rather well under deregulation. After early
losses, during 1983-1989 both carriers were able to retain

about 3-54 of operating profits after interest expenses.

Fig 7.2 - USA and Canadian Major Sectors
Operating Profit after Interest Expenditures

,/"\ 1960-1977 19781983 1584-150
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In Canada, which was still under regulation, losses
were incurred at Air Canada from 1982 to 1984 and at
Canadian from 19B1 to 1983 and in 1985. While from 1978 to
1983 both carriers were profitable, in the post-1984 period,
profits remained erratic and both carriers reported losses.
However, probably due to the rapid expansion of Canadian,

losses were higher at this carrier than at Air Canada.

The external and operative environment in the post-1978
years was, arguably, the most difficult in the industry’'s
history. As these data show, the downturn of the early
1980s negatively affegted the performance of the industry.
Traffic and profits, under the effects of overcapacity, fare
wars and increases in overall costs, plunged in both
countries. However in the following years, the US carriers,
particularly American and Northwest, by using the freedom
provided by deregulation, successfully expanded their
markets and retained a considerable share of operating
profits after capital expenses. In this they fared better
than the Canadian carriers.

To see to what extent the competitive environment
affected the conditions of employment, the next pages

compare trends in labour outcomes.
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TRBLE 7.1

USA & CANADIAN CARRIERS
EECNOHIC PERFORMANCE
ARD LABOUR DATA

TRAFFIC VOLUNE (RPR) SHARE OF RPN LOAD FACTORS . OP.PROFIT AFTER ENT-EXP
{% OF 0P, JNCONE}

YEAR A W AC  EP/CAIL PR NN AC CP/CA RA NN AC CP/CA A RN AC CP/CA
TRUNKS INDUSTRY

L. ANNUAL LEVELS

1960 6371 f634 2081 519 0.18 0,05 0.76 0.19 0.65 0.54 .63 0.38 3.3 0.8 -4.7 -3b.
1965 9190 3304 3543 1024 0.14 0.05 0.68 0.20 0.59 0.94 0.65 0.54 9.5 3.2 ¢.8 B3
1970 16623 4506 7160 2601 0.14 0.05 0.62 0.23 0.51 0.39 0.41 0.58 -3.3 b <23 07
1973 20814 9471 L1290 M42b 0.14 0.06 0.56 0.23 0.57 0.45 0.63 0.61 -1.9 44 -7 -39
1977 24634 15100 11509 4900 0.4 0.06 0.53 0.22 0.39 0.48 0.63 0.72 Lé 9.2 2.2 1.5
(978 28987 12199 12239 §3M 0.14 0.0 0.53 0.23 0.64 0.32 0.8 0.77 6.3 7.4 27 b3
1980 28178 1381% 1332% 6A32 0.43 0,06 0,52 0,23 0.60 0.55 .69 0.79 =5.0 -2.4 2.4-0.4
1981 27798 14252 14381 6901 0.14 0.07 0.48 0,23 - 0.6 0,57 0.63 0.78 2.3 -0.7 0.8 -5.3
1983 34693 17112 12728 5735 0.14 0,08 0.48 0,22 0.65 0.60 0.6% 0,70 2.1 3 =23 451
1984 36702 19772 13905 4489 0.14 0.08 0.48 0.22 0.63 0.61 0.68 0.70 3.7 3.8 -2, L2
1986 48792 28BI5 1442% 7300 0.16 0,10 0.4% 0.22 0.65 0.60 0.68 0.48 3.7 2.5 0.1 0.2
1987 G§6794 39550 14358 lo4d3 0.19 0,13 0,42 ¢.30 0.64 0.64 0.71 0,70 3.4 1.8 -0.5 5.3
1990 77083 51490 14377 13855 0.20 0.i3 0.38 0.32 0,62 0.45 0,71 0.65 -1.8 b4 b

2. GROWTH RATES

1965-77 8.8% 13.0% 11.0% 14.0% 0.7% 12.5% -0.4% 2.2%

1971-17

1977-83 63% 8.2 L.88 3,07 -1 LB 0.1 1.9%

1983-90  12,0% 17.0% 4,04 2.6 3.0% 2.0% -1.81-1.02

1977-90  10.4% 14,08  3.2% 10.0% £.3% -0.8%-1.5%
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EMPLOYNENT PILDIS F.ATTENDANTS MATNTENANCE/OVERHAUL PRODUETIVITY LABOUR COSTS
{ASN/ENPL) {1 OF OPERATING EXPENSES
YEAR AR NN AC EP/CA AR M AL CAIL AR N AC CAIL AR MM AC  EALL AR W¥  AC CP/CA Ah NN AC CP/CA
1. AMNUAL LEVELS
“1950 24102 4818 11195 2683 1550 434 707 213 405 450 0.4 0.42 0.43 0.35
1965 24500 7i1b 12253 2805 1572 54 670 2¥ 5675 1107 4258 939 837 852 440 &4 0.45 0.36 0.36 0.29
1970 37071 B35 17688 5173 329% 1803 13115 398 4545 1750 1987 SW bbsh 1421 4735 1193 880 1405 658 €73 0.48 0.3 0.39 0.32
1975 35243 10923 21053 759 574 1456 1523 S68 4808 2091 2632 910 9738 1213 5136 1599 1041 1914 BAS 94 0.41 0.3 0.40 0,35
1577 36946 15340 20354 6855 2793 1478 1468 528 5438 2207 2807 BIS 6071 1242 489Y 1827 1132 202% 094 999 0.41 0.31 0.4 0.35
1978 37822 12077 20459 6989 36 1502 1506 559 Sblb 2241 2602 838 6211 2164 4687 1695 1202 142 972 995 0.81 0.29 0.40 0.33
1980 40555 12748 23316 8301 8037 1517 1902 ob8 5263 2481 3132 1086 8073 3083 4749 1988 1347 1953 985 984 0.36 0.24 0.37 0.31
1981 35469 13096 23199 8920 3630 1534 1871 679 G640 2526 3102 1204 6842 3156 3Jb3F 2078 1241 1834 948 991 0.37 0.2¢ 0.35 0.29
1993 36924 14187 21289 7957 2574 1621 1805 527 b24% 2684 2678 1157 7497 2186 4083 1571 1420 2080 920 1030 0.37 0.27 0.37 0.30
1984 38333 15185 21552 7555 2815 1716 1795 5H 8811 293% 2916 1133 7425 G160 47291 1549 1530 2151 94 1232 6.37 0.27 0.36 0.29
1986 47898 33296 21743 B38% 4104 4362 1700 821 8434 6260 2815 1273 9311 S41B 4275 1783 1567 1448 98B0 1272 0.36 0.30 0.32 0.30
1987 57275 3M172 21644 13039 4595 4557 {734 1007 10292 &347 2076 1948 11201 3904 4292 2088 1549 1821 933 1155 0,36 0.31 0.32 0.27
1930 85680 35775 22340 16810 5605 4497 1792 1438 15482 &77% 3374 2851 10050 3268 3599 317 1498 2217 1039 12712 0.33 0.32 0.32 0.26

2. GRONTH RATES

J.61 3.91 4,41 B.0%

1965-77 6.0 8.0 B.OY 8.01 1,00 1.31 1.07 5.01 2.6% 7.6% &.0% 3.7%
19-n 301 400 4,01 5.01

1977-83 0.2 3.BY 0.8 2.8I 0.51 1.6 4.07 0.41 241 2.01 0.7¢ b.0% 6.0% 16.0% 0.01 0.01 3.8% 1.8%1 0.7% o.82
1983-90 12,01 18.0X 0,77 12,5t  15.0% 20.0% -0.1% 17.01 14,01 17.01 3.0% 15.01 5,01 14,07 -0.5% 16.0% 0.4 2,71 1.9% 4.01

1977-90

7.31 12.2% 0.1 9.0%

8.0% 12.01 1.6 9.0%

9.0% £1.01 2.37 12.0%

6.0% 13.0% -0.2¢ 8.01

2,25 2,51 1.8 2.7
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7.3. EMPLOYMENT, LABOUR OUTPUT AND LABOUR EARNINGS.

To assess the extent to which the reforms changed the
employment relationship, this sectiom compares aggregate and
firm-level)l labour outcomes in the industry, in the majors
sector and across carriers. Part 7.3.1i reports data on
employment and productivity while in part 7.3.ii I discuss

average real earnings of the labour force.

7.3.1i. Employment and Output.

Figure 7.3 reports data on employment in index farm for
the industry and for the majors sector while Figure 7.4
displays predictive trends in labour output measured as
available seat miles per employee, in index form, for the
major sectors in both countries. Data for single carriers
are reported in Table 7.1.

The expansion of the industry in the 1940s led to a
dramatic growth in employment. This growth was checked by
the recession of the 19705 but employment recovered steadily
thereafter in both countries. From 1960 to 1978, the rate
of growth was rather similar in both countries and across
carriers. Employment grew by roughly 5% annually in the two
industries, by 3% at American, by 4% at Air Canada and
Nerthwest and by 7% at Canadian. In the mid-1970s5 all
carriers curtailed some employment. These cuts were higher

at Canadian and Northwest.
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In the immediate post-1978 period, employment grew
rapidly in both countries, but in the next vyears it plunged.
The trunk lines and the US industry curtailed about 17%
(1980-B3) and 9% (1981-83) of the labour force respectively.

In Canada the effects of the recession on employment
lagged the US by two years. In 1982 employment began a
steady contraction but, unlike the uUs, the employment loss
was greater in the industry as a whole than in the major
sector. From the peak of 1981 to the trough of 1983, the
major carriers cut 9% of their labour force,and the industry
12% (1980-83)., During this period, 1977-1983, employment in
the Ué trunks declined by over 1% annualiy whereas it grew
by slightly over 1% in Canada and in the US industry.

"Employment picked up in both countries with the

economic recovery. In 1985 the US industry and in 1986 the

150
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trunk lines exceeded their 1980-197% peak level. In Canada
it was only in 1987, after the consolidation of the
industry, that the major carriers reached their 1981 level
while the industry reached its previous peak level only in
1988, From 1977 to 1990 while employment grew at a similar
annual rate of about 3% in the two major sector, the rate of
growth in the US scheduled industry was double the Canadian
industry’'s growth rate (5% versus 2.54). Moreover from 1983
to 1990 employment grew faster in the US than in the
Canadian majors sectaor (&% per year versus 4.4% in Canada).

In the post-1978 period the carriers’'rate of employment
growth varied according to their market performance.
Although in the early 1780s the growth of employment was
checked by the recession (with the exception of Northwest),
in the next years, 1983-1990, employment grew dramatically
in both US carriers, exceeding their pre-deregulation rate
of increase. From 1977 to 1990 employment increased by an
annual rate of over 7% at American and 12%4 at Northwest.
However from 1983 to 1990 it grew by roughly 124 and 18%4
respectively. In Canada, employment grew by over 8% per
vear at Canadian but it hardly attained 14 at Air Canada and
in 1990 the level of employment of Air Canada remained below
its 1980 peak. In the post-deregulation period both

Northwest and Canadian grew because of mergers.
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Figure 7.4 shows predictive trends in labour ocutput in
the US trurk and the major carriers in Canada. Table 7.2
reports the regression results of the equations generating
these trends.

These data shows that during the requlated period,
1966-1978, productivity increased at a similar rate in the
two countries’ major sector, grewing by 5% annually.

In the post-1978 pericd, the rate of growth of
productivity fell relative to the pre-derequlation vyears.
However the US trunk sector outperformed the Canadian major
carriers with labour output increasing by 3% annually in the
US compared to 24 in Canada.

A comparison across carriers indicates that in the
deregulated period, the rate of output growth was higher at
Northwest and Canadian than in the other carriers, while
American outperformned Air Canada.

These variations are probably also linked to different
aircraftt fleets and route networks. It is certain that both
the US carriers and Canadian, by extending their domestic
network, were able to increase their economies of scale and
this may have atfected labour productivity.

Overall these data indicate that with the economic
recovery the US industry as a whole and the major carriers’
use of deregulation’ fare and route freedom stimulated enough
traffic growth. This resulted in a significant increase in

employment and the elimination of all previous employment
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losses. In contrast, in Canada, although traffic and
employment also increased, the rate of growth was lower than
during the regulated period and below the rate of growth

experienced in the US.

Fig 7.4 - US and Canadian Major Sectors
Predictive Trends in Labour Output (ASM per cmployee)

1965-1977 1978-1989
—9— USA
e =8—  Canada ,
L I, TR SRS R A R -1 1 vt T 5T 1
1565 1867 1669 1971 10N 1975 wn 1w 1681 1983 1085 1887 1669

TABLE 7.2
Regression resulis of the two equations relating labour output to year
for the periods 19635-77 and 1978-90 for the US and Canadian major carriers.

US TRUNK CARREIERS CANADIAN MAJOR CARRIERS

1945-77 1978-90 1965-17 1978-90
Constant bb4 1222 485 939
(38) (56} (18} {51}
Year 45 46 34 15

4] (4 {1) {4)

R Squared 958 904 985 962
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7.3.1ii. Average Compensation and Labour Costs.

Data on the ratio of labour expenses, as a percentage
of operating expenses, for each carrier are found in Table
7.1. Figures 7.5 and 7.5.1 illustrate predictive trends in
average real compensation per employee, in US 1984 dollars,
for the US and the Canadian industry and for each carrier.
Tables 7.3 and 7.4 report the regression results of the
equations generating these trends. Due to fluctuations in
the exchange rates between the US and Canadian dollar in the
post-1977 period, the rate of change of compensation has
been calculated over the entire period 1977-90 and the
Canadian rate of change is shown in parenthesis.?®

Labour costs are a major component of airline operating
expenses. In the 19460s, labour costs, as a percentage of
operating expenses, were over 404 of the budget. They
increased in the 1970s and in 1978 they accounted for
roughly 41% of the major air sector’'s share of operating
cnsgs. Labour expenses were also higher in the two bigger
carriers. In 1978 they represented 40% of total operating
expenditure at American and Air Canada, 29%, at Northwest,
and 33% at Canadian,

In the first years of the post—~1978 period, the ratio

i, From 19461 to 1977 the US and the Canadian dollars
had a roughly equal value. From 1978 to 1982 the rate of
exchange of the US currency increased gradually to 1.10/1.20
and from 1984 to 1987 this moved to 1.30 and over relative
to the Canadian dollar. However, in later years, 1988-%90,
the rate of exchange settled to 1.20/1.15 Canadian dollar
for a US dollar.
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of labour costs declined abruptly, as fuel prices increased
dramatically. However, even when the price of fuel began to
fall after 1984, labour expenses continued to decline. 1In
1990, labour accounted for about 32-33% of total operating

costs in the two US carriers and at Air Canada and 2&6% at

Canadian.

Traditionally the US trunk carriers have always paid
higher compensation tham the Canadian. The average amount
of average real earnings per employee paid by the US
carriers was approximately over 204 higher than that paid by
the two national airlines in Canada.

During the regulated period, from 1945 to 1977, average
real compensation grew at a slightly higher rate in the US
than in Canada, increasing by 3.2% per year in the US trunk
compared to 3% in the Canadian major carriers and at a
slightly lower rate in both industries.

This growth trend was similar in all the carriers, with
average real compensation increasing by roughly 3%4.

In the post-1978 period, compensation declined in both
countries. However, the rate of decline was greater in the
US than in Canada. From 1979 to 1986 the rate of growth of
labour earnings in the US trunk lines lagged inflation
almost every year (except in 1983). In later years, 1787~
1990, earnings moved upward, but the rate of increase was

significantly below the pre~deregulation rate, approximately
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matching the rate of inflation. From 1977 to 1970 real
earnings per employee declined by 1% per annum in the US
trunks compared to .6% (.3%4 in Canadian dollars) in the
major carriers in Canrada. Despite the steeper decline of
labour earnings in the US than in Canada, in 1990 the wage
gap between the two countries remained. In short, average
real compensation is still substantially lower in Canada
than in the US carriers.

In the post-1978 period, differences in average real
costs per employee opened up acraoss carriers. From 1977 to
1990 real earnings per employee declined by 2% annually at
American but increased by over 1% at Northwest. In Canada
they grew by .14% (.43%) at Air Canada but declined by 1.48%
(1.1%4) at Canadian.

This intra-firm difference seems to be related to the
carriers' responses to the new competitive realities and to
employment variations. The significant decrease in earnings
at American and at Canadian after 1983, is partly related to
the substantial labour concessions and employment growth
both carriers were able to achieve.® 0On the other hand,
the relative increase at Air Canada may be partly the result

of lack of any substantial emplaoyment growth combined with a

=2, In 1983 American applied a lower wage scale to all
new employees and an overall reduction in benefit costs. In
1984, Canadian obtained a 4% wage cut from the pilots and in
1985 implemented a two tier wage scale tc most work groups.
Sinte during 1983-1990, employment in both carriers grew by
roughly 90%, these concessions should have permitted them to
achieve a substantial reduction in labour costs.
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labour force with more years of experience whereas
Northwest, with employment increasing steadily, does not

seem to have obtained any significant wage concessions.?

As these data indicate, in the deregulated period the
US airline industry and the trunk carriers performed better
than the Canadian ones. While traffic, profits and
employment dropped in both countries during the 1972-82
recession, the rate of growth was relatively higher in the
Us than in Canada.

Average real earnings per employee have always been
higher in the US than in Canada. While during the regulated
period, 1965-77, the rate of growth was slightly higher in
the US than in Canada, in the post 1978 period, the decline
of average real earnings per employee was maore significant
in the US (-14Y% over the period 1978~90) thanmn in Canada (-
8% in US$ and -4% in Can.%). Nevertheless this decline of
real earnings in the US did not substantially reduce the
previous gap in the level of earnings per employee between
the two countries.

The next section compares contractual wage rates of

selected work groups in the four carriers.

=, In 19B4-85, Northwest applied a reduced B-scale to
cabin crew and passenger agents but it implemented a B-scale
to pilots only in 1990. In the pilots case, in 1983 this
carrier exchanged higher wages for higher pilots
utilization. The 1983 contract called for pay raises of
7.5% in 1984, 6.5% in 1985 and 3% in 19B& for an increase in
hours from 75 to B3 per month.
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Fig 7.5 - US and Canadian Airline Industry
Predicied Trends in Average Real Eamnings
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Regression results of the two equations relating average real compensation to year

for the periods 1945-77 and 1978-99 for the major US and Camadian carriers

US TRUNK CARRIERS

CANADIAN MAJOR CARRIERS

1965-77 1978-90 1978-90

Constant $ 31580 $ 47234 § 34N
{118%) (1126} (1673}

Year $ 1238 $ - 590 $- 42
{88} (83) (124)
R Squared & 824 010

TRBLE 7.4

Regression results of the twe equstions relating average real cospensation to year for the periods

19463-77 and 1976-90 in selected US ard Canadian carriers.

CARRIERS AMERICAN AIRLINES NORTHHEST AIRLINES
1965-77  1978-90  1965-77

CANADIAN AERLINES
C1965-77  1978-90

Constant $ 35226 §.49298 % JoB4
(1960) {2488) {1399)

Year $ 1033 $-777  § 144
{147} (184) {103)

R Sguared 822 418 944

$22492 8 29743
(1273) (1759)

$ 1081 § - 128
{74) (130)

.919 081
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7.4, COLLECTIVE BARGAINING CONTRACT DATA FOR SELECTED CRAFTS
This section compares wage data collected from

collective agreements for pilots (7.4.1), flight attendants
(7.4.2), mechanics (7.4.3), and for ground agents (7.4.4)
across carriers. Due to fluctuations in the exchange rates
in the post-1977 period, the rate of change is calculated
over the entire period 1977-19%920, and the level of wage in
1990 is compared with the 1978 level for all the labour
groups, since during these years the exthange rates were

rather similar (1978:US%$=1.18 Can.%; 1990:US%$=1.146 Can.%).

7.4.1. PILOTS: Trends in Real Hourly Pay Rates.

To see variations in pilots’pay according to
classification and seniority levels, figures 7.6 and 7.6.1
display top real hourly rates, in US dollars, for B-727
captains and for third year co-pilots respectively in the
two US and Canadian carriers.*®

As shown in Fig. 7.6, in the 1940s pilots’ wage rates
varied significantiy (Northwest and the Canadian airlines
paid lower rates than American) but in 1972, probably as a
result of pattern bargaining, similar wage rates developed

across carriers.

4, Due to Air Canada’'s late adoption of B-727s and the
fact that Canadian phased out this equipment in 1988, data
for Air Canada during 1966-1972 are for DC-9s5 while for
Canadian from 1988 to 1990 are for B-737s. There are also
inter-carrier variations in this aircraft (i.e.: seat
configuration and engine options), which by changing the
weight and the ’‘pegged’ speed, affect pilots’hourly pay.
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In the mid-1970s, this inter-country uniform pattern
broke down. Pay rates declined in both.countries in
response to the governments’ wage and price controls. In
Canada the enforcement of these controls nearly coincided
with their termination in the US. Thus in 1974 as wages
began to fall in Canada while they moved upward in the US,
the level of pay began to vary in the two countries.
Overall, from 1965 to 1977, real wages grew by approximately
14 per annum at American and 2% at Air Canada and Northwest
as both carriers probably tried to catch up with the higher
rates of American.®

In the post-1978 period, hourly pay rates kept
ingreasing in the US carriers while in Canada, ignoring for
differences in the rate of exchange, pay rates kept
relatively stable. However, in the mid-1980s differentials
in the rate of pay opened up across carriers. In 1984 pay
rates began a gradual decline at American whereas this
occurred at Northwest only in 1987. In Canada, in 1985 wage
rates between the two Canadian carriers began to diverge,
after pilots at Canadian made wage concessions. From 1978 to
1990 the rate of pay grew at about the rate of inflation at

Northwest and in the Canadian carriers but declined by 10%

2. The rate of pay of pilots at Canadian could not be
computed due to unavailability of data for this pericd.
During the period 19465-1977, the exchange rate of the
Canadian dollar relative to the US was rather stable. In
1965 the rate of exchange of the US currency was 1.0735 and
in 1977, 1.094 relative to the Canadian one.
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at American. While in 1978 the difference in the level of
wages between the Canadian carriers and the US ones was 20%,
in 1990 this wage gap declined to roughly 10%4 compared to

American but it still remained when compared to Northwest.

Figure 7.6.1. gives a different picture of the impact
of deregulation on co-pilots’ wages.

During the regulated period, due to differences in co-
pilots wage payments in the two countries,® hourly rates
were higher in the US than in Canada. In 1978 co-pilots in
Canada were paid approximately 30% less than their
counterparts employed by the US carriers.

In the post-deregulation years, all carriers made
changes in the pay scale for new pilots but these were more
significant in the US than in Canada. American, in 1983-87,
and Northwest, in 1990, applied lower wages to new hires up
to the ninth and fifth year respectively, while in 1986 both
Canadian carriers increased from two to three years the time

before co-pilots acceeded to the pay formula. In 1987 Air

“. Although co-pilots in both countries are paid a
percentage of captain pay according to years of service,
this ratio was higher in the US than in Canada.

In 19865, 3-year co-pilots were paid 447 at Northwest
and 604 at American. In 1971, Northwest increased this
ratio to 59%4 and in 1979 to 60%, thus reaching parity with
American. In 1965, the Canadian carriers paid 44%. This
increased to 446.2% in 1972 and 46.7% in 1975. A similar
disparity existed for second officers.
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Canada re-established the previous status quo.? Thus, as
pay rates in the US decreased by roughly 30%, co-pilots

hourly rates became rather similar across carriers.

These data indicate that during the requlated period
there was a great deal of pattern bargaining in the two
national industries. This pattern began to diverge in 1977,
after the Canadian government implemented monetary controls
to curb inflationary trends and under the poor performance
of the Canadian dollar compared to the US currency.

In the deregulated years, over the period 1978-1990,
real top hourly rates declined by roughly 1% per annum at
American whereas they grew at about the rate of inflation at
Northwest and in the Canadian national carriers. However,
in 1990 real wage rates at the upper end of the pay scale
are still higher in the US than in the Canadian carriers. On
the other hand, while in 1978, the inter-country difference
in 3-year co-pilot pay was over roughly 30%, in 1990 this

gap was nearly eliminated.

7. American implemented a2 fixed hourly rate for new

pilots up to the 9th year; Northwest decreased the ratio for
3-year co~pilots from &0% to 42%; while Canadian applied a
fixed monthly salary. Thus hourly rates for co-pilots at
Canadian were obtained by dividing the monthly salary by 73
hours,
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Fig 7.6 - US and Canadian Carriers
Top Hourly Rates — Captain B-727s
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7.4.2. FLIGHT ATTENDANTS: Trends in Real Monthly Wages.

Figures 7.7 and 7.7.1 show real monthly wages, in US
dellars, 75 block hours, for attendants at the top® and
entry level (l-year) respectively.

In the early 1760’'s, real monthly wages were rather
similar across carriers. In the 1970s this pattern broke
down and from 1973 to 1977 wages in Canada rose abave US
wages. The rates shown in figure 8.7 apply to different
years of service (10-12 in the US and 7-8 in Canada).
Earnings for a similar seniority level (7-8B years), were
roughly 25% lower in the US than in Canada. Overall, from
1965 to 1977, the rate of growth was rather similar across
carriers, increasing by 2% annually.

In the post-1978 period, this trend reversed. Starting
in 1977, under the impact of the government’'s monetary
policies and variations in exchange rates, wages fell in
Canada. In the US -as flight attendants at both carriers
changed union representation- in 1980 wages at the upper end
of the pay scale moved upward, peaking in 1983. However in
the following years, 1986-90,; as the US carriers replaced
wage raises withk ‘lump-sum’payments, wages moved downward,

erasing most of the post-deregulation wage growth and

@, Due to differences in the length of the pay scale,
top rates at American are for 8 (19465-70), 10 (1971-73) and
12 years (1976-1990). At Northwest are for 9 (1945-73), 10
(1974-77) and 12 years (1978-90). Data for Air Canada are
for 8 years while for Canadian are for 7 (1965-19B5) and B
yvears (1986-790).
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narrowing the gap with the Canadian carriers.

On the other hand, under the effect of the two-tier
wage scale which all carriers applied to new employees until
the eigth year and ninth at American (in 1983-84 in the US
and 1985 in Canada), entry rates decreased by roughly 304 in
the US and approximately 204 in Canada compared to previous
levels.

From 1977 to 1990, wage increases of attendants at the
top of the seniority scale were slightly below the rate of
inflation in the two US carriers but declined by over 1% per
year in Canada. In 1990, wages at the upper end of the
scale -12 years in the US and 8 years in Canada- were 15%
higher in the US; but wages for similar years of service -
eight years—- were rather similar. However wages at the
entry level (1 year) were 15% higher in Canada than in the
US carriers.

Thus it appears that while wages for senior attendants
are now higher in the US than in Canada, this was attained
by reducing the pay of new hires. Although this practice
may have been ‘costless’ to current workers (Cappelli i1i987),
the dramatic employment growth and the lengthy B-scale
certainly permitted these carriers to make substantial

savings in labour costs.
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Fig 7.7 - US and Canadian Carriers
Auendants: Top Level Real Monthly Wages
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7.4.3. MECHANICS: Trends in Real Hourly Rates.

Figures 7.8 and 7.8.1 display respectively real hourly
rates, in US dellars, for mechanics at the top and entry
level of the pay scale.®

In the early 1960s mechanics’' top and entry rates were
higher in the US carriers. During 1947-1974, partly due to
high demands for this craft and pattern bargaining, top
rates moved rapidly upward and earnings in Canada matched
those in the US, although a gap still remained at the entry
level. Overall, from 1965 to 1977, the annual rate of
growth of earnings was relatively similar in the four
carriers, increasing by roughly 2.7%.3%®

In the post-deregulation period in the US, wages, after
a decline, in 1982 began to move upward peaking in 1983 at
American and 1986 at Northwest. However, in the next years,
1987-1990, without accounting for lump-sum payments, wages
began to decline gradually. Overall, from 1978 to 1990 real

hourly rates at the upper end of the scale remained almost

®. Due to differences in the length of the pay scale,
top wages refer to 2 (1965-82) and 12 years (1983~-90) at
American; 2 {19465-84) and 5 years (1985-90) at Northwest;
and 4 years in Canada. Entry rates refers to 6-12 months,
although in the US the first step started on the third
month.

1w, 1 have taken as benchmark the rate of growth at
Canadian due to an unexplained decrease at Air Canada during
1976~79. However from 19646-83, as rates at Air Canada
recovered, the rate of growth in the two Canadian carriers
became rather similar.
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unchanged in both countries. On the other hand, under the
effect of the extended pay scale applied by the US carriers
(In 1983, American extended the pay progression from 2 to 12
years and, in 1985, Northwest from 18 months to 5 years),
entry rates in the US dropped significantly below Canadian
pay rates.**

Thus, while current union members in the US preserved
past contract gains —-in 1990 top wages were approximately
15% higher in the US than in Canada (this same gap existed
in 1978)- wages at the lower end dropped by roughly 10-25%

in the US compared to Canada, where both carriers maintained

the status quo.

iz
-

Although the pay progression is lengthier at
American than at Northwest, the 1985 mechanics’ agreement at
American allows for flexible rates and acecelerated seniority

in certain markets to workers on the extended seniority
schedule.
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7.4.4. RESERVATION AND TICKET SALES AGENTS: Manthly Wages.

Figures 7.9 and 7.9.1 illustrate real monthly wages at
the top and entry level of the pay scale, in 19846 US
dollars, in the three carriers and average earnings at
American Airlines.*=

fAgents’ real monthly wages began to escalate in the
late 19460's and kept moving upward until 1972-73 when a
period of stagnation set in. From 1965 to 1977 real wages
increased by roughly aover 3% annually at Northwest, slightly
below 3% in the Canadian carriers and at American (monthly
average) and in 1977-78, top wages became rather similar
across carriers. However these data apply to different
seniority level (5 in Canada and & at Northwest). Wages faor
workers with similar years of employment (5 years) were
approximately 10-135% higher in the Canedian carriers than at
Northwest but wages at the entry level were 15-20% higher at
Morthwest than in Canada.

In the post-derequlation period, in the US wages, after
a decline, from 1982 resumed their upward trend, and this

continued until 1987 for current employees at Northwest. In

12, Due to differences in the length of the progression
scale, top wages are for &6 (1965-B4) and 10 years (1985-90)
at Northwest; 5 (1965-70), 4.6 (1971-85 Air Canada and 1971-
87 at Canadian) and 5 years thereafter in the Canadian
carriersy while data for American Airlines are monthly
average for full time workers. In 1989 Northwest replaced
the monthly salary with hourly rates, thus monthly wages
were obtained by multiplying the hourly rates by 1460 hours.

Entry rates are for 6 month level and feor 12 month at
Northwest during 19792 to 1990.
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Canada, ignoring for variations in exchange rates, wages
remained rather rigid.

In 1984 all of these carriers implemented an extended
pay progression or a B-scale. These pay systems introduced
wage differences for new workers in the two countries. From
1977 to 1990, top real wages at Northwest {after 10 years of
employment), without accounting for ‘lump-sums’ (1985, 1989),
grew by .3% per annum whereas they declined by approximately
1% (.7% in Canadian %) in Eanpada (5~years); those at the
lower end decreased by 10% at Northwest and by 20% in Canada
from the previous level.

In i??B the level of top wages were roughly 5% and
entry rates 154 higher at Northwest than in the Canadian
carriers. In 1990 these differentials amounted to roughly
15%Z and 30% respectively. On the other hand, as the
extended wage progression stretched wage increments over ar
lengthier time period, the level of wage for employees with
similar years of service (5-years) which in 1978 was 10-15%
higher in Cénada, in 1990 this differential increased to
roughly 30%. Furthermore monthly earnings for S5-year agents
at Northwest matched tha American average.

Thus in the deregulated period, although in the US both
carriers and unions imposed most of the cost reduction on
new employees, and top wages remained almost unchanged from
the i??B ievel, agents’entry rates remaihed relatively

higher in the US relative to the Canadian carriers.
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Fig 7.9 - US and Canadian Carriers
Agents: Top Level Real Monthly Wages

27

=0 AA(Avg) 1965-1977 1978-1983 1984-1990

—— NW

25 [~ —— NW(5yrs) ,j"_’\*ﬁ
e AC
mu-*nnc - . -

i a1\

21

)
;\.\

L ==
19
=7
15 ey T T e | S S B S | R B |
196 1%7 1050 19 1573 1575 1W 1978 19 1983 1986 17 198

Fig 7.9.1 - US and Canadian Carriers
Agents; Entry Level Real Monthly Wages

19
1965-1977 1978-1983 1984-1990
-+ Nw
W —e— AC
—®— CAL

o —_.———r———rTrrrr T T
196 1w 158 151 1 1955 97 18 18t 15683 135 104 109



340

7.5. CONCLUSIONS

These data indicate that after the turmoil of the first
vears of deregulation, both US carriers, by using the
freedom provided by deregulation, successfully expanded
thair'markets and retained & considerable share of operating
profits. In this they fared better than the Canadian
carriers. These findings 2lso suggest that deregulation
brought basic changes in the industry labour relations in
both countries however, it did not substantially alter
earnings of workers at the upper end of the seniority scale.

What emerges from this study is that the market
pressures unleashed by dereqgulation led carriers to seek new
ways to remain competitive and to benefit from expansion
plans. The lower entry rates and the extended progression
schedule helped expanding carriers to obtain permanent cost
reductions while the substantial revision in work rules, and
probably operational changes, led to a significant reduction
in labour unit costs and overall employment costs. Given
their impressive growth, the two US carriers and Canadian

Airlines certainly benefited from both.
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EHAPTER EIGHT

DISCUSSION, CONCLUSION AND RESEARCH IMPLICATIONS

B.1. INTRODUCTION

In this thesis I have closely examined the major
effects of deregulation on organized labour, on capital and
on measures of productivity and efficiency in the airline
industry in general and for the major labour groups in two
countries, the US and Canada.

In the next section (8.2) I will summarize the main
findings concerning changes in the performance of the
industry and labour outcomes since deregulation in both the
US and Canada. In section 8.3 I will review the hypotheses
stated in chapter three of this thesis and will link them to
the empirical findings. Thereafter, in section 8.4, the
scope of analysis widens giving some consideration to the
plausability of the various theories of regqulation and to
the role of the state in the economic realm. In the last
gsection (8.9) I will discuss recent trends in the industry

and the implications of this work for future research.
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8.2. SUMMARY OF FINDINGS.
Parts B8.2.1 and 8.2.2 report findingss for the US and
Canadian airline industry while part 8.2.3 reviews data
obtained from the comparison of the two industries and in

the four carriers described in detail in previous chapters.

8.2.1. THE US AIRLINE INDUSTRY.
8.2.1.i. The performance of the industry.

1. After the poor performance in the first years of
deregulation -which cannot be attributed solely to the
economic reforms— from 1983 to 1989, capacity and traffic
moved upward and the former trunk lines’ market shares
increased to roughly the pre-deregulation level. However,
from 1978 to 1989, output grew less guickly than in the
previous regulated period but load factors were higher.
This suggests that the carriers eliminated part of the
overcapacity produced under regulation.

2. In the post-1978 period average net profit margins
were lower than those obtained during the regulated period;
real yield or the cost per seat mile continued to decline;
real unit costs and the ratio of labour expenditures, as
percentage of operating expenses, fell below pre-

deregulation’s ratios. o
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8.2.1.ii, Employment and Labour Productivity.

3. From 1978 to 1990, employment grew by 3% annually in
the former trunks and by 4% in the scheduled industry
compared to 3% in both sectors during 1945-77.

4, From 1978 to 1990, the industry’'s proportion of
pilots remained relatively uniform, that of cabin crew and
mechanics increased, it grew significantly for traffic-
service employees but it declined for office workers. These
fiqures are associated with the changes that occurred in the
industry following deregulation such as 2-pilot crew
aircraft, ‘hub—-and-spoke’ and the use ©f central reservation
systems.

5. Since the recession, employment growth in the trunks
and in the industry has exceeded the growth level of other
economic sectors.

6. Labour productivity was higher during regulation but
unit labour costs fell more rapidly in the post—1978 period.
However, pilots and cabin crew flew more miles than they
did during regulation while mechanics’ productivity exceeded

the level of flight crew, after 1786.

B.2.1.iii. Average real compensation per employee.
7. Over the period of 1978-90, average real earnings
declined by roughly 1.3% per year; after 1983, the inter-
firm wage dispersion increased; and the correlation between

earnings and employment became negative. This suggests
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that compensation became mare sensitive to the carriers’
performance while deregulation created new jobs but at
lower wages.

8. Over the entire period 1978-1990, aggregate average
real earnings declined by over 10% for pilots and cabin
crew: but they roughly kept up with the inflation rate for
mechanics and ground agents. However, from 1983 to 1990
earnings decreased for all labour groups. The decline was
more significant for pilots, flight attendants, and to a
certain extent, for the partially unionized group of
ticketing—-sale and promotional personnel. Although this
downward trend persisted in recent years, 1988-1990, it
appears that earnings in strong carriers are abeove average.

?. A comparison of average real earnings in the trunk
lines with those of other industries indicated that during
the regulated period of 1965~77, the annual rate of growth
of earnings in the air industry exceeded these industries by
1.9%-2%. This inter-industry earnings—gap widened over
time. This pattern changed in the post-derequlation period.
Although from 1979-1983, real earnings turned negative in
all industries (except utilities) this downward trend
continued in the airlines and by 1989 the trunks’ average
compensation declined to the level of the utilities and the

substantial gap with manufacturing narrowed.
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8.2.1.iv. Real Wages for selected work-groups.

10, Data from collective agreements in the two US
carriers, American and Northwest Airlines, revealed that
from 1978 to 1983 real wages increased significantly in aill
work groups. From 1983 to 1985, while wages at the upper
end of the pay scale remained rigid or increased slightly,
the dual or extended wage structure led to cross—occupation
wage differences. From 19846 to 1990, with carriers
replacing wage raises with ‘'lump-sum’ payments, r2al wages
declined in all occupations.

11. In 1990, real wages for senior captains were 1GY%
lower at AA than at NW where the level of wages remained
virtually unchanged from the 1978 level. Real wages of
mechanics at the upper end of the pay scalé remained similar
to the 1978 level; those of cabin crews were 3% lower but
those of ground agents at NW were 5% above, the 1978 level.

12. From the peak of the mid-1980s to 1990, top real
wages of pilots and cabin crew at the upper end of the pay
scale declined by 15%, those of mechanics by roughly BY% (AA)
and 5% (NW) and those of agents by 7% (NW).

13. Real entry wages of new employees decreased by 304
for pilots and cabin crew, by 20%Z (30% at AA due to a

steeper pay scale) for mechanics and by 10% for agents (NW).
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8.2.2. THE CANADIAN AIRLINE INDUSTRY.
8.2.2.i. The performance of the industry.

1. In the deregulated pericd, 1984-1990, capacity and
traffic in the major carriers grew at a lower rate than
during 1965~1977; real yields decreased at a similar rate;
unit costs declined at a lower rate than during the
regulated period; net profit ratio were below the pre-
deregulation ratio; and labour expenditure, as a proportion

of operating costs, fell by 4 percentage points from 1978.

8.2.2.ii. Employment and Productivity.

2. Total employment in the national carriers dropped
during 1981-84 and this downward trend persisted in the
first years of the econamic reforms. The dominant sector
regained its 1981 peak only in 1987, after the take over
of the regional carriers,

I. From 1984-1990, employment grew by 4% per year in
the major sector and by 3% in the industry or roughly half
the pre-deregulation rate. In 1990, total employment in the
major carriers was slightly above the 1981 level of the
former scheduled sector.

4. In the post-1980 period, the major carriers’
proportion of pilots and cabin crew grew by one and four
percentage peints respectively. in 1990, maintenance labour
accounted for the same proportion as in the 1980s whereas

the proportion of servicing labour was one percentage point



347

below the mid—-1980s level.

5. A comparison of the airlines with other industries
showed that in the post-1984 period, employment in the
airlines exceeded the rate of growth of these industries.

&. From 1978 to 1983, labour output declined while unit
real labour costs spiralled upward. This trend changed
after 1984. Although from 1978 to 1990 these variable were
below the rates attained during regqulation, from 1584 to
1990 unit labour costs declined faster than during the

period 1965~-77 but productivity lagged behind.

8.2.2.1iii. Average Real Compensation per Employee.

7. During the period 1978-1983, average real costs per
employee in the major carriers increased by the inflation
rate. However, from 1984 to 1990 real earnings declined by
about half percent per vyear.

8. From 1978 to 1983, average real earnings grew by the
rate of inflation for pilots and attendants, they declined
by .3% annually for ground agents but increased by .3% for
mechanics. From 1984-90, wage raises diverged across work
Qroups. Real earnings declined by 1% per year for cabin
crew and agents, mechanics roughly matched the inflation
rate and pilots experienced a 1.46% annual raise.

9. A comparison of average real earnings in the maijor
carriers with those in other industries showed that during

1977-83 the annual!  »*te of growth of average real earnings
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matched inflation in the airlines, it was slightly above
inflation in the land transportation-communication and
utilities aggregate but declined by 14 in manufacturing.
From 1984 to 1989, real earnings fell by .5% in the major
air sector and by 1% in land transport-communication-
utilities, but grew by 1% in manufacturing. However, over
the entire competitive pericd, 1977-1989, real earnings fell
by .2% per annum in the airlines and in the land transport-
communication-utilities aggregate, compared to .4% increase

in manufacturing.

8.2.2.iv. Real Wages for selected occupations.

10. Data from collective agreements in the two Canadian
carriers, Air Canada and Canadian Airlines, indicated that
during 1984-1990 real wages of pilaots at the upper end of
the pay scale grew by the rate of inflation; those of
mechanics, (ignoring 'lump sums’}) cabin crew and agents fell
by roughly 4%-7% over the entire period.

11. After the implementation of the two-tier wage
scale, pilots’ real wages at the entry level declined by 10%
for officers in their first four years of employment, those
of flight attendants and agernts fell by 20-24%, from the
1985 level. The two-tier wage scale was not applied to

mechanics.



349

8.2.3. INTER-INDUSTRY AND ACROSS CARRIERS COMPARISON.
8.2.3.i. The industry and the carriers’performance.

l. During the period 1978-90, trafiic (RPM} grew faster
in the US than in the Camnadian industry, (7% per annum in
both the US trunk and the industry compared to 5% and &% in
the Canadian major sector and in the industry). However,
from 1984 to 1990, the rate of growth was similar in both
countries (74 in the industry and 8% in the major airlines).

2. From 1984 to 1990, traffic growth was higher at NW
and CAIL, due to the mergers (17% and 14% per year} and at
AA (12%) while it lagged at AC (4%).

3. In 1990, the former US trunks and the major carriers
in Canada still accounted for 83% and 71%4 of the passenger
market compared to 93% and 75% in 1978, respectively.

4, In 1990, AA and NW’'s market shares increased, from
13% and &% in 1978, to 20% and 134 of the trunks’ market.

In Canada, in 1990, after the creation of CAIL, the market
became nearly equally shared between the two carriers and
AC shares declined to 52% of the major market.

5. In the deregulated period, the carriers’ operating
profits, as percent of operating revenue after interest
expenses, appear to have been lower than in the previous
period.

6. From 1983 to 1989, AA and NW were able to retained
about 3-5%4 of operating profits after interest expenses.

The Canadian carriers were poor performers and reported
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losses.

8.2.3.ii. Employment and Productivity.

7. In 1985-8&6, the employment level in the US industry
and in the trunk lines exceeded their 1980-79 peak. The
Canadian major carriers reached their 1981 peak only in
1987 and the industry in 1988.

8. From 1978 to 1990, employment grew by 3% per vyear in
both countries’ major sectors, but the rate pof growth in the
US scheduled industry was double the rate of the Canadian
industry (5% versus 2.5%). However, from 1983 to 1990,
employment grew faster in the US than in the Canadian major
sector (&% per year versus 4.4%).

9. Employment grew dramatically in beoth US carriers.
From 1977 to 1990, employment increased by over 7% per vyear
at AA and 12% at NW. From 1983 to 1990, employment grew by
12% per year at AA, 18% at NW, 8% at CAIL but it hardly
attained 1% at AC and in 1990 the level of employment at AC
remained below its 1980 peak.

10. The higher employment growth rate of both NW and
CAIL was the result of mergers and at AA of internal growth
and acquisition of routes.

11. From 1978 to 1990, productivity increased faster in
the US than in Canada (3% per year in the US trunks versus
2% in €anada). Productivity was higher in the two US

carriers and CAIL than at Air Canada.,
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8.2.3.iii. Average Real Compensation (US dollars)

1Z2. Traditionally average real costs per employees have
always been higher in the US than in Canada. The average
amount of compensation per employee in the US trunks was 20%
higher than in the Canadian carriers.

13. From 19465 to 1977, average real earnings per
employee grew by 3.2% per year in the US compared to 3% in
Canada. However, in the deregulated period of 1978-19%90,
they declined by 1% in the US compared to a decline of .&%
{.3% in Can.%) in the Canadian major carriers.

14, The pre-deregulation trend of pattern bargaining
broke up in the early 1980s and inter—-firm variations in
average earnings occurred. Real earnings declined by 2%
per year at AA, by over 1% at CAIL but they grew by over 1%
at NW. and by .14% (.43% in Can.$) at AC. These
differences seem related to variations in labour concessions

and employment growth in the four firms.

8.2.3.iv.Real Wages in US dollars for selected occupaﬁions.
15. In 1978, in the US, the level of real wages at the
upper end of the pay scale was 204, for pilots and 15%, for
mechanics above the level of the Canadian carriers, while it
was rather similar for flight attendants and agents. Wages
at the entry level were 304, for pilots, 15%, for mechanics

and agents, above the level in Canada.
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16. In 1990, these differentials in top wages declined
to approximately 10% for pilots, they remained unchanged for
mechanics but the level of top wages of flight attendants
and agents in the US increased to approximately 15% above
the level in Canada.

17. The two-tier salary, first implemented in 1983 in
the US and in 1985 in Canada, was applied to all work groups
with the exception of mechanics in Canada.

18, The dual wage structure decreased wages for new
employees in both countries but the decline was more
significant in the US than in Canada. In the US, real wages
at the lower end of the pay scale of co-pilots declined to
approximately the level of pay in Canada. Those of cabin
crew were 1i5%Z, of mechanics, 10% (254 at AA, due to the
steeper pay scale), below the level in Canada. However,
entry real wages of agents at NW were 30% higher than in

Canada.

8.2.3.v., Other aspects: work rules, benefits and strikes.
19. Part—time employment increased significantly in

both countries. The proportion of part-time agents grew to

30% of the labour farce in all of these carriers and part-

time schedules were applied to cabin crews at AA and AC.
20. All work groups made significant work rule

é
concessions.
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21. Monthly and daily maximum hour limitations (all
carriers) and minimum crew rests (AA ard CAIL) of pilots and
flight attendants became flexible according to the carriers’
performance. Flight attendants’ rules concerning minimum
manthly pay and crew complement were revised to minimize
costs and increase scheduling efficiency.

22. Mechanics at AA and CAIL, due to employment losses
or redundancy, conceded extensive cross—-utilization or
multiple tasking in all classifications and revision of
some rules concerning the contracting-in/out of work.

23, 5hift and work week schedules of ground agents
became more flexible while carriers implemented work quota.

24. All of these concessions that began in the mid-
1980s were exchanged over job security and various quid pro
quos. These varied across carriers and occupations.

25. All carriers enforced stiffer rules concerning sick
leave pay.

26. Fringe benefits and programs of insurance benefits
underwent major change at AA but they remained almost
unchanged in the other carriers reviewed in this study.

27. Most unions increased lay—-off pay and, in the US,
inserted labour protective provisions in their collective

agreements.
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B8.3. HYPOTHESES AND EMPIRICAL EVIDENCE.

I have argued in this thesis that different macro-
economic and legislative environments of the industry in the
two countries should have acted as additional elements to
the regulation ‘'high wage’ hypothesis and produced different
effects.

In the US, the combination of the industry’'s economic
characteristics and protective labour laws, competitive
unionism and the carriers’ wvulnerability to strike suggest
that unions could exert considerable leverage at the
bargaining table. In Canada, while economic regulation may
have enhanced the power of unions, fewer carriers, the lack
of union rivalry, bargaining modelled on the crown airline,
and the government’'s legislative intervention into the
process of collective bargaining should have acted as
constraining forces to the unions’' high wage settlements.

On the basis of these premises 1 have hypothesized
that:

{i} the rate of growth of real earnings in the US
airlines should have increased above that found in other US
economic sectors and in the same industry in Canada. In
Canada, the rate of increase should have been similar to
that of other industries.

It these hypotheses are correct, deraqulation should
have decreased labour earnings as price competition and open

entry subjected carriers to cost pressures. However, if in



355

Canada the combination of economic, legislative conditions
and the lack of competitive unionism acted as constraining
forces teo the regulation 'high wage’ hypothesis, the impact
of deregulation in Canada should have been relatively modest
compared to the US, Nonetheless, it should not have exempted
unions from the wage-—-employment dilemma and carriers from
offsetting wage raises with output—-employment adjustments.
Thus:

(ii) in the post derequlated period, in both the US
(1981-19856) and Canada (1984-1986), under the influence of
market forces, carriers should have been resistant to wage
raises unless these were matched by some cutput-employment
adjustments.

In the US, the macro-economic context should have led
toe inter—-firm and within—-occupation wage dispersal as firms
should have set conditions of employment more related to
their performance and market forces. In both countries,
there should have been a downward shift in the rate of
growth of real 2arnings relative to the regulated period and
a trade—-off between wage raises and various output-
employment adjustments. These effects should have been
greater in the US than in Canada.

(iii) The re-emergence of an unregulated oligopoly
after 19846 shou.d have lowered pressures on earnings,
narrowed the inter-firm wage dispersion, and increased

earninges in both countries.
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(iv) Furthermare, institutional forces should have
influenced bargaining outcomes. Labour groups with skills
transferable outside the industry and a centralized
structure, such as mechanics, should have been partly immune
to concessions, unless economic contractions threaten job

security.

The evidence of this study supports the hypothesis that
regulation benefited both carriers and unions in the US but
it also benefited labour in Canada, to a certain extent.

In the US, from 19585 to 1977, the average real cost per
employwe increased by over 3% per annum and it exceeded by
1.5%-2% the rate of increase found in other economic sectors
(land transportation, utilities and manufacturing). The gap
in the level of real compensation in the trunklines compared
to manufacturing was substantial and it widened over time.

In Canada, dutring the period of full direct regulation,
1965-77, the average real cost per employee also increased
by 3% per year in the major carriers and this growth was
shared by all labour groups. However, the annual rate of
growth of earnings in the major air sector exceeded that of
manufacturing by 1% and it was about the same as that
observed in the land transportation-utilities—-communication
aggregate.

A comparison between the two countries showed that

while earnings, in US dollars, were historically higher in
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the US than in Canada (this amounted to a 20% gap), average
real costs per employee increased by 3.2%4 per year in the US
compared to 34 in Canada.

Thus, regulation did benefit labour in both countries.
This suggests that, with a protected product market,
unemployment almost unknown and generally linked to cyclical
contractions, and the high productivity of the jet aircraft,
unions in both countries had little to loose by pushing up
labour costs. However, the larger increases in the US
compared to other national economic sectors and to the same
industry in Canada, indicate that unions in the US could
exert a considerably higher leverage at the bargaining table

than in Canada.

The results also support the hypothesis that the policy
changes, by altering the structure of the market and
enhancing price and route competition, torced carriers to
decrease overall costs and unions tc face the wage-
employment dilemma.

In the US, during 1979-1983, average compensation
turned negative in all industries (except utilities) and
employment was curtailed. This downward trend in labour
earnings persisted in the airlines but employment, after
1986, increased above the rate of growth of the otﬁer
industries. From 1978 to 1989, real compensation fell by

1.3% in the trunklines but grew by the rate of inflation in



358
manufacturing. In 1989, average real costs per emplovyee in
the trunklines declined to the level of the utilities and
the substantial gap with manufacturing narrowed. However,
in 1983 the inter-firm wage dispersal in the trunklines
{(which began in 1979) increased significantly suggesting a
substantial decline in average costs per employee. This
decline was greater for pilots, cabin crew and the partially
unionized group of ticket-sales and promotional personnel
than for mechanics. The correlation between earnings and
employment for pilots and flight attendants became negative
({agents were not included due to missing data}, suggesting
that the trend toward a dual wage structure for these groups
spread across carriers, with newly hired employees earning
less than current workers.

In Canada. during 1984-89, employment and average real
costs per emplaoyee in the major airlines also fell, but the
decline in average costs per employee was modest. The
decline in compensation was about the same or only slichtly
larger than that observed in other industries. From 1984 to
1989, average real compensation fell by .5% per annum in the
major carriers compared to a drop of 1% in the land
transport-utilities—cummunication aggregate and an increase
of 14 in manufacturing. However, over the entire
competitive period of 1978~1990, average real compensation

fell by .2%4 per annum in the airlines and in the surface
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transport-communication~-utilities aggregate compared to an
increase of .4% in manufacturing. On the other hand,
employment in the major carriers increased above the rate of
these industries,.

In 1984, the high ctorrelation in the rate of growth of
earnings across work groups in the two carriers declined and
the historical wage trend in tvie two national carriers broke
down in 1987, after the creation of the CAIL conglomerate.
From 1984 to 1990, average earnings of cabin crew and agents
fell by 1% per annum, mechanics' earnings matched the rate
of inflation while those of pilots increased by over 1%4. A
negative correlation between earnings and employment was
found for all labour groups except for mechanics.

Furthermore, while average labour costs per employee
fell in both countries, the decrease was larger in the US
than in the Camadian carriers. From 1978 to 1990, avercye
compensation declined by 1% per year in the US trunks
compared to .6%Z (.24 in Can.$) in Canada.

'm both countries, all major carriers reported heavy
profit and market losses during the recession of the early
1980s. This resulted in major employment cuts, while unions
in the US granted labour cost reductions to carriers in
serious financial difficulties. However, after the turmoil
in the first years of deregqulation, the industry in both
countries became more concentrated than before; the number

of strikes declined since all affected carriers operated
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through strikes, which they had never done during
regulation; labour expenses, as a ratio of operating costs,
decreased but the decline in cost per unit of sale and unit
labour cost was greater while productivity increases were
larger in the US than in Canada.

These data indicate that im the US, after the severe
profit and employment losses in the early years of
deregulation, the surviving trunk carriers became 'touqh’
bargainers making wage-raises conditional to employment-—
productivity adjustments. Unions —~faced with employment
losses, a depressed labour market and a bargaining structure
which no longer permitted them to maintain a strong position
at the bargaining table- shifted the fDCdE of collective
bargaining to job security. Thus, ®arnings, mostly those of
workers with industry-specific skills, became vulnerable to
the firms' economic performance and tactics aimed at
reducing overall costs than to precedents in the industry.

In Canada, the rate of decline of average real costs
per employee was smaller than in the US. However, the
carriers became ‘tough’ bargainers in an effort to match
their costs with those of the US airlines. 1In 1985, Air
Canada and in 19846, PWA demanded concessions sirilar to
those already implemented in the US to all of their unions.
Although unions, with the exception of.CALPA, responded to
the carriers demands with strikes, both carriers, operating

with striker replacements, succeeded in having most of their
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demands met (such as dual wage structure, a higher ratio of
part—-time employment and working rule changes). Thus, the
Canadian carriers, similarly to the US ones, played 'hard
bargaining’ even without the fierce competition experienced
in the US market and probably, without the ecomnomic need far
these concessions (with employment contracting, Air Canada
could hardly have benefited from the dual wage scale).
However, falling barriers and disappearing boundaries, at
least for the existing carriers, and price competition also
created incentives in Canada to lower costs in order to
acquire a competitive hedge over the competitors and thus
opportunities for expansion. These new conditions and
probably the imp~.nding privatization (Gillem, Oum,
Thretheway 1985), also pressured Air Canada to implement new
strategies in labour relations. 0On the other hand, unions,
after the concentration of the industry, had to face the

wage employment dilemma.

These data also support the role of institutional
forces on labour outcomes. Aggregate earnings of employees
with industry-specific skills and those lacking a high level
of unionization fell sharply compared to those of mechanics.
However, pilots’' two-tier wage structure varied over time
according to labour market conditions and pilots in Canada,
probably due to a smaller labour market, were able to offset

deregulatory losses.
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An examination of post-198&6 bargaining ocutcomes only
partly supports the hypothecris that the concentration of the
industiy should have lowered pressure$ on labour earnings.
In the US, average compensation was higher in stronger
carriers than in weaker or bankrupt ones. In Canada, the
intense competition that developed in the late 1980s after
the creation of CAIL, and the employment redundancy created
by the mergers, introduced some wage differentials in the
two carriers but average compensation kept slightly below

inflation.

To conclude, it can be said that the impact of the
market caused carriers in both industries to reduce overall
costs, including labour costs. However, the extent of this
decline was influenced by the economic and legislative
characteristics of eaci. country, institutional forces and

labour market conditions.

A review of collective bargainings in the four carriers
has given a wider insight in the union-management exchange
transactions during the derequlated period.

A comparison across carriers indicated that during
1978-1990, average real cost per employee, in US dollars,
varieu across carriers (it decreased by 2% per year at AA
and by over 1% at CAIL, but gruew by over 1% at NW and .14% -

-.43% in Can.%$- at AC). These differences indicate that
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collective kBargeining became more related to each carrier
and union’'s response to the new competitive realities and to
employment variations than to precedents in the industry.

Data on wage movements in the two US carriers, showed
that during 1978-i983 real wages moved steadily upward in
all occupations, far outpacing the rise in the Consumer
Price Index. From 1983 to 1984, top real wage (except for
pilots and agents at NW) increased by the rate of inflation
but wages af new employees, under the effects of the two-
tier wage structure, dropped by 10-30%4 (except for pilots at
NW who negotiated the two-tier scale only in 1990). These
small wage increases were exchanged for less restrictive
work rules and, at AA, there were also changes in fringe
benefits. Furthermore, AA initiated early retirement
programs designed to speed the turnover of high-paid
workers. From 1987 to 1990, as both US carriers replaced
wage raises with lump-sum payments and productivity bonuses,
top real wages of cabin crew and pilots declined by a total
of 154 each, and those of mechanics and unionized agents
fell by 7-8%.

Thus, modification in labour-management agreements in
the two US carriers began with a slowdown in the rate of pay
increases and the implementation of two-tier wage scales to
"average down’' the carriers’ costs. In 1986, economies were
sought by replacing wage rises with lump-sum payments and

productivity bonuses. These devices compensated employees
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with pay rises based on the carriers’ ability to pay while
decreasing overall labour costs (the amount of the wages
that goes into the cost of benefits or into future
increases).

In Canada, during 1978 to 1990, top real wages of
pilots and mechanics increased by roughly the inflation
rate, but those of cabin crew and agents declined by 14 per
yvear. Real wages of new employees, after the implementation
of the twp-tier wage structure, dropped by 20-254 for flight
attendants and agents and by 104 for pilots, from the 1983
level. The two-tier wage scale was not applied to mechanics,

A comparison of wage levels across crafts in the four
carriers indicated that in 1978, in the US, the level of top
real wages of pilots was 204 and mechanics, 15% above the
level found in Canada. Entry real wages of all work groups,
with the exception of cabin crew, were 15% to 304 above
those paid in Canada. In 1990, this gap in top wages
declined to approximately 104 for pilots, remained unchanged
for mechanics, but it increased for flight attendants and
agents (134 above those in Canada). 0On the other hand, the
level of entry wages of pilots decreased to the level in
Canada, while those of the other labour groups decreased
below the level found in the Canadian carriers (10% toc 25%,
with the exception of agents at MNW).

Thus, in the US, it appears that most of the carriers’

cost reduction was borne by new employees while top wages or
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those of current workers remained almost intact.

Labour concessions also varied across carriers and
unions and these were exchanged Tor wvarious quid pro quos.
All unions at American Airlines, after employment
losses, exchanged lower wage raises for current workers, a
two—-tier scale for new workers, changes in fringe benefits
and work ruleg for employment qrowth and opportunitity for

promotions. While these concessions helped American to
substantially decrease lahour costs, the expansion of this
carrier after 1983 also benefited workers (through
emplayment growth and job security and for pilots, rapid
promotion to higher paid aircraft). At Northwest, with
hardly any employment losses, concessions were less
extensive while pilots’ high wages were traded for longer
hours of work. At AC, most concessions were secured after
unsuccessful strikes while at Canadian these were exchanged
for employment security.

In both countries, there also was a uniform pattern to
reduce labour costs through changes in work rules. The most
important concessions for flight crews dealt with scheduling
isgues since for these groups, contract restrictions on
scheduling translate directly into pay through contrectual
guarantees concerning duty time. Pilots and attendants’
maximum monthly and daily nours of work and in some
carriers, minimum rest periods, became flexible in exchange

for no lay-off guarantees. All carriers reduced staffing
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levels and, with the exception of Air Canada, enforced
stringent controls governing attendants’ scheduling rules.

In ground occupations, all carriers increased the
proportion of part—-time agents, implemented flexible shift
schedules to decrease overtime, applied stricter rules on
sick leaves and work gquotas to increase the level of service
and overall productivity. Mechanics’ councessions were
greater at AA and CAIL partly due to employment concerns.
In exchange for jot security for current workers, both
carriers opbtained extensive cross-utilization or multaple
tasking, some contracting out and the use of part—-time
labour in lower classifications. American also introduced
some innovative practices to increase productivity and
decrease the cost of fringe benefits.

Thus, as these data suggest, the change in the product
market did not drastically decrease wages of current
workers. However, it drastically changed the nature of
labour relations, as all carriers examined in this study
sought ways to increase praductivity and cut costs thraough
work rule changes and dual wage structures. These changes
occurred independently of the relative bargaining power of
each union and were exchanged for employment security or
growth opportunities. It also appears that the stability
that existed during regulation no longer exists now. Thus,
deregulation may still mean uncertainty and insecurity for

many workers in the industry.



367
8.4. Theories of regulation and of the state: economic and
political theories.

In the first part of this thesis 1 reviewed several
theories of regulation and outlined some theoretical
arguments made by various sociological theories as to the
role of the state in the economic realm.

This study indicates that regulation in both countries,
benefited a variety of groups. Labour was able to secure
levels of earnings above market rates (in Canada this was
partly constrained by the government intervention in the
economic realm), small communities benefited from better and
cheaper services, through the subsidization system, and
carriers benefited from the price and route protection
enforced by the regulatory body. The benefits af these
groups were at the expenses of smaller carriers and of the
wider public.

Thus, these findings tend to invalidate the °‘public
interest’ and the ‘capture’ models that presume that
regulation overwhelmingly benefits either the users ar the
producers of regulated services. 0On the other hand,
Posner’s interest group theory —-that claim that regulation
is designed in part to bernefit politically organized groups,
at the expenses of unorganized ones— seems the most
consistent with these findings (although it is not much of a
theory since it is compatible with almost any evidence and

does not account for the various political factors in
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determining the effects of different types of regulation).

These findings are also inconsistent with the Marxist
theories of the state that claim that the state does what a
capitalist elite tells it to do or that government policies
always reflect the long-term needs of capital.

A historical review of the institution of regulation in
the US revealed that the system of economic regulation was
initiated by the Federal government and it was influenced by
a configuration of politically effective interest groups,
including organized labour. Historically, it was through
ALPA's lobbying that Congress, legislated enforcement of
Decision 83,* placed the industry under the RLA, obliged
CAB to make troute awards conditional on carriers’ compliance
with the provisions of the RLA, and included within the CAB
statute variovus labour protective provisions modelled after
the railway industry.

Thus, the implementation of economic regulation on the
industry was the product of a coalition of various interest
groups, in which organized labour played a major role. As
these data show, regulation was highly bereficial to labour.

In Canada, where the state is more of a forum ' for

communrity and collective values rather than a mere referee’

3, Decision B3 decreed that pilots should be paid by a
complex formula that embodied both hourly pay and mileage.
Later on weight was included. Because the hourly rate
increased as the speed and weight of aircraft increased,
Decision £3 granted the pilots an enormous share in
productivity gains due to the improve technology (Baitsell
1966£:31-323 Hopkins 1971:ch.73 Khan)
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(Doern 1978:4), regulation was instituted to provide a
system of reliable air transportation, as well as to serve
broad social and political goals. Overall it was used for
the attainment of ‘equity’ rather than profit. Thus,
regulation, up to 1977, always benefited the state carrier
through a complete monopoly of central markets, in view of
the subsidization process. The government never responded
to private capital in ways that could damage the public
corporation despite the political and economic power nf the
Canadian Pacific conglomerate.

Thus, while the validity of Marxists theoretical models
is gquestioned on empirical grounds, these theories also do
not explain why the industry became deregulated. How was it
that the state dismantlied these agencies against the
oppositicn of regulated interests?

The passage of dereguiation in both countries resulted
from broad coalitions in which expert economic opinions
played a dominant role and i1t was passed against the
opposition of both organized labour, the major carriers and
their organizations.

In the early 1930s, in the US, regulation was applied
toroffset market failures, and economists were in favour of
it. In the 1970s, under a changed economic climate and with
a growing industry, the concern shifted to ‘regulatory
failures’'. However, some pre-conditions were crucial to the

implementation of the reforms. A series of studies provided
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by economists and academics showed that regulation raised
prices and limited the variety of services, and that firms
outside the CAB's regulation, the interstates carriers,
charged lower fares while maintaining reasonable profits,
adequate level of services and a good safety record.

These studies provided consumers and politicians with
concrete information concerning the perfcrmance of carriers
and the benefits consumers gained if the industry were to be
deregulated. They became models that legitimatized
competition as a means to fulfill the value of both
efficiency and equity. They also shifted the perception of
the public and the politicians from the relative benefits of
regulation to those which rely on market forces and they set
the pre-conditions prior to the reforms.

By the mid-1970s, Democrats, Republicans, consumer
groups and major economic institutions, all endorsed
deregulation either to decrease entrenched corporate power
or to increase economic efficiency and to provide consumers
with various cost-benefit choices.=

In 1978, the US government passed the Deregulation bill
against the opposition af the major and regional carriers,
their associations and organized labour.

Many of the same forces were alsoc present in Canada. 1In

Canada, the liberalization measures pf the 1970s,the New Air

2, See Bailey, Grahan and Capland 1982; Derthick and
Quirk 1985; and Brown 1987. :

-0
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Canada Act of 1977, the American Deregulation Act of 1978,
the disenchantment of the West with the allocation of
resources, a depressed industry and consumers’ attraction to
the lower fares available across the border, huilt up
pressure for change. Thesa events, combined with studies
concerning the benefits of deregulation and public hearings
throughout Canada, set in motion interest groups lobbying
for similar reforms in Canada. In 1984, the conservative
government, against the opposition of carriers, regional
governments and organized labour, introduced the New
Canadian Air Transport Policy and began to liberalize the
industry.”

Thus, these findings are consistent with models of the
state that view government policies as the result of a ‘tug
of war’ among competing groups and in which expert opinions
can play a role.

In the 1990s the political environment appears toc bhave
changeo anew. Deregulation is not as popular as it was in
1980.4 The industry is also plagued by heavy financial
losses, persistent overcapacity, inter—-firm rivalry, which
fuels suicidal price wars, and carriers under bankruptcy

protection.

*. See Button 1990; Reschenthal and Roberts, eds. 1978.

“. A recent poll taken for Business Week in December
1988 revealed that 32% of respondents through airline
deregulation was a good idea, 35% thought it did not make
much difference, and 23% thought it was a bad idea.



372
. Soms practitioners, including the champion of
deregulation, A.Kahn,® and politicians have expressed some
concerns over these negative effects and the old debate
concerning the merits and the weaknesses of deregulation has
resurfaced.

Both the U5 and Canadian governments have set up
special commissions and charged them with making
recommendations as to what changes need to be made.

Interest groups have already mobilized. Whether these
concerns will generate the political and wider social
support necessary to make amendements to the Act in the

industry remains to be seen.

B8.5. Recent trends, implication of the study and further
research.

In 1993, the airline industry in both countries is
still in a state of turmoil. The financial losses incurred
by all major carriers, and the lower labour costs of
financially vulnerable carriers have renewed pressures aon
labour relations.

Analysts blame the industry’'s problems on ‘corporate
structural failures' (expensive hub-spoke operations) and on
the carriers’ lack of pricing discipline. However, the
profit losses, the extensive lay-offs after the global

economic slump of the 1990s, and the lower labour costs of

. s, see A. Kahn ’'Surprises of deregulation’', 1988.
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carriers under Chapter 11 protection (TWA and CO in the US
and CAIL in Canada) have renewed pressures for labour
concessions. Wage cuts, in the amount of 5%, have been
demanded by the dominant carriers in the US and in Canada.=
Some US carriers (Delta and United) have also demanded a
reduction in overall fringe benefits, further chapges in
working conditions and that employees bear part of the costs
of medical expenses.” In 1993, to avert bankruptcy,
Northwest obtained wage tutback of up to 154 and benefit
concessions from all work—groups in exchange for a 37.5%
share of the company’'s common equity to be split among the

carriers’ labour groups and three bpard seats. It is likely

., American Airlines did not ask for wage cuts although
it stressed that the airline cannot survive long term
without them (International Business 1992:25-28). On the
other hand, American is shrinking its labour farce and
seeking alliances with lower cost airlines that can fly its
routes more profitably (Business Week, July 26, 1993).

7., Delta imposed a 5% pay cut on nonunion employees.
The unicnized pilots agreed to cuts for all but the most
jJunior pileots. Delta refused to accept this compromise.
Instead, it reduced its flight schedule and laid off 136
pilots and it plan to furlough 464 more pilots with the
winter schedule.

At United, both the flight attendants and the
machinists dismissed the carriers’ appeal for concessions.
ALFA agreed to consider it but only after examination of the
carrier’'s financial books. To step up pressure United
threatened to shift short—haul routes to a new nonunion
company. However, it is unlikely that United would succeed
in this venture since most labour contracts stipulate that
any new company created and controlled by United must hire
union labour. In 1992, American dropped the idea of
creating such a short-haul carrier after deciding the effort
would violate its similar union contracts (Business Week,
July 26, 1993).
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that this package will increase the pressure on the
industry’s ‘'big three’ {United, Delta and American) to match
Northwest’'s mnew labour cost standards. While the quid pro
quos unions negotiated with Northwest may become a precedent
for other unions to follow.

Thus, the economics of the industry and the low
economic cycle are still exerting a downward pressure on
labour outcomes.

New trends toward 'global’ airlines or links between
national and foreign carriers and ‘open sky' policies are
also emerging. The extent to which these events will affect
labour costs will depend on the business cycle, their
effects on employment, and the ability of the carriers to
differentiate their product market (to balance capacity with
demands and to avoid costly fare wars). On the other hand,
unions, under the present form of ‘business unionism’, will
only be able to offset these cost-cutting pressures if the
labour market of their members improves or under favorable
macro—-economic conditions (lower unemployment, tight labour
markets, decreased competition or under re-regulation). If
these do not occur unions will not be able to deliver any

goods.

Turning to the pratical implication of this study, it
can be argued that any radical change in the economic

environment, such as deregulation, places strains on unions.
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Deregulation decreased some of the gains unions earned as a
result of regulatery restrictions. However, the influence
of the market was modified by the macro-economic and
legislative context, labour market conditions, the extent to
which unions raised wages above competitive levels and the
structure of collective bargaining.

Different proposals have been made through which unions
could counter the carriers’ demands for concessions. Unions
in the US have already formulated plans that restrict firms’
strategies unbenefi;ial to labour (alter ego operations,
changes to Chapter il, unions’ approval of take-overs).
Dther schemes are the development of centralized systems of
bargaining to take wages out of competition (Cappelli 1988),
broader bargaining units, cooperative union-management
arrangements (these have usually occurred in times a2f crisis
as a quid-pro-quo for union concessions but have broken down
over time) or to coalesce into greater solidarity (such as
at United and at Eastern). Although these arrangements will
benefit unions and workers in the long term,® the different

labour markets of these crafts,® and the rivalry among

®. Cappelli (198B) claims that any attempt by unions
to centralize collective bargaining will shift firms®
pressures from cutting wages to innovative practices that
increase productivity by capitalizing on the motivation and
commitment of the employees.

?. The splitting of mechanics from the less skilled
fleet and service personnel at American Airlines suggests
that the most skilled crafts are trying to preserve their
bargaining power.
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unions in the irndustry, mostly in the US, make it unlikely
that these organizations will be able to coordinate their
various strategies. These weaknesses suggest the need for
unions to focus some of their attention on broader political
and policy issues if they want to have any success in
reintroducing stability in the industry’ system of labour

relations.

This experience of deregulation in North America and
its effects on labour could also be of some example to
Europe where the first reforms have already taken place
(some initiated from the EC others by individual
governments). Europe appears o have opted for a gradual
appreach in implementing deregulation (similar to the
Canadian approach). While gradualism may help smooth
transitional difficulties, the US and Canadian experience
may also provide policy makers with wider options in terms
of deciding which groups should bear the costs of reform and
provide European unions with some knowledge on how to shape
their policies to better confront the problems they may have

to face in a deregulated market.:®

12, Already four medium size European airlines are
working on a grand plan that will ghake up the European
airline industry. KiLM Royal Dutch Airlines, Swissair,
Scandinavian Airlines System and Austrian Airlines are
trying to achieve a merger, with a single holding company,
that will create Eurcpe’'s biggest carrier. While this will
eliminate costly duplication of services, great cost-saving,
benefits for share—-hoclders, it will also affect employment
and engender complex political and organizational problems.
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1972 206618 10BL9O 52X 263507 141873 947 43114 19643 250168 20741) 152406 53% 48680 22805 30j127 0.9 0.B5 0.93 0.92
1973 222447 115352 G2 288232 151503 931 46113 20978 271220 310097 141957 52% 51434 23928 311499 0.90 0.07 0.94 0.93
1974 210997 117616 5% 274123 152351 GS&X 43378 20866 263357 297006 162919 §5% 4B94Z 23700 307318 0.89 0.8 0.9 0.9
1975 217855 119446 55X 279980 152796 551 43798 20511 257198 303006 142B10 4% 49289 23534 289926 0.8% 0.89 0.9 0.9
1976 235339 131425 8% 29711t 1ABS20 §71 45823 22457 259451 322821 1789@B 55X 51709 25709 303006 0.689 0.86 0,94 0.9
1977 252560 141276 56X 317315 178779 6% 40431 23989 265778 345564 193219 6% 54789 27583 30B0sE 0.8 0.86 0,93 0.9:
1976 268191 164150 &1X 337390 207542 2% 49360 26767 273037 368751 226781 1Y GeB7C 31095 32930F O.87 0.BY 0,92 0.9
19719 285963 180719 &34 369172 234314 431 50414 20080 292857 416126 262023 A3% 46294F 34551 340676 0,82 0.86 0.89 0.8%
1960 289316 169224 OBX 74092 224301 60% 53050 27453 280900 432535 255492 99% 44390 333ks 360517 0.82 0,78 .88 0.8¢
1981 277841 157188 57X 33BRS? 202812 0% 47838 2503% 268234 424897 248888 59X 44150 33873 349864 0.75 0.77 0.31 0.
1982 285285 167776 §9% JA7097 214137 427 48403 23498 24BBBD 440119 259h44 S0T 65470 34915 330495 0.74 0,78 0,82 0.7
1983 269201 173797 001 367381 236492 A% 50274 27407 244022 4bASIA 281829 41% 48778 38011 328448 .73 0.75 0.84 0.7
1984 307792 179376 5O% IMM4R 254007 7) 53905 28912 248326 515323 305116 59% 75940 41105 345077 0.7 0.72 .87 O.H
1985 317687 194940 &% 413302 200472 68X §A237 30409 259083 547780 336403 61X 80204 43974 398113 0.70 0.73 0.83 0.7!
1965 342247 210914 623 465101 300862 45X £2798 33355 293261 AL0GBAG 3h4203 60% 90244 A48RB4 421486 0.70 0.70 0.82 0,7
1997 423538 262075 2% §3342% 296504 56X 72813 39571 322496 GABT2L 404471 62% 99153 54910 457349 0.73 0.7! 0.73 0.8
1988 431752 2074b1 62% B6%532 3L5A65 56X 774B1 42358  JIALLT 476802 423302 431 105271 58339 4B0GEY 0.74 0.70 0,75 0.8
1989 417720 262451 A3% G66172 J5MA7Y 63 604376 A32714 63X 109397 461095 0.83 0.8
199¢ 384425 733354 457915 621 117012 63710 0.04

Source: Domestic and syetem data for the trunk carriers:

1950~1977 1rom CAR Form 413 1978-1987 {from carriers’ Annual Reports,

Trunk carriers include: Aoerican, Continental, Delta, Eastern, Horthwest,

Panfm, THA, Uniled, Western 1560-198&, Branifi 1940-1980, National 1960-1979,

Data for the Scheduled Industry: ATA various years.



TABLE 1.2,
US TRUNKLINES & SCHEDULED INDUSTRY
REVENUE, EXPENSES, PROFIT/LOSS

SCHEDULED INDUSTRY TRUNK CARRIERS
or, NET Be, RET
YEARS oP. or 0P, PROF/AS NET ROI PROF/AS OP e 0P PROF/AS NET PROF/AS
REVENUE EXPENSES INC. XDF PROFIT ¥ %0F REV, EXPENSE INC, XOF PROF, YOF
REVEMJE REVENUE REVENUE REVERUE

1950 2884 807 18 2.7 § 32 03 M OBH % 40 T 13
1968 3064 3039 28 0% -38 2.0 L0 2999 HIT 2 0.8 -20 0
1962 3438 3249 189 5,5 ¥ 57 L3 296 2778 Qkb 5.6 49 L.b
1983 3758 3450 29 7.9 B4 b 2,2 3247 99 M8 7.6 BY 2.7
1964 4252 381 470 1LY 223 9.8 3.2 3700 3269 436 118 212 5.7
1965 4738 4286 672 13,6 267 12 5.3 4331 376 615 142 M2 7.8
194 3743 4970 778 155 478 109 7.4 4968 426 702 14 ke 7.3
1967 68465 8157 108 10,3 445 7.6 6.0 5036 5347 691 1.4 418 4.9
1958 7783 7238 505 6,8 Z10 A9 2.7 ATR0 6263 527 7.8 23 3.8
1949 a7l 8403 387 4.4 53 3.3 0.6 Te40 TIE9 4W1 5.9 189 2.5
1970 9290 9247 43 0,5 -200 L2 -2,0 7999 794 45 O0b -7B -L.0
1971 10044 9717 30 3.5 28 3.5 0.2 968t 8407 272 3.1 B4 0.8
1972 1463 10579 384 5,2 215 4.9 L9 9496 9208 488 5.0 184 1.9
1973 12419 11834 588 4.7 227 5.0 1.B 10909 1042F 484 4.4 169 .6
1974 14699 1973 726 4.9 322 b4 2.1 12865 12259 406 47T 248 1.9
1975 1535 15228 128 0.8 -84 2.5 0.0 13293 1328b 7 0.4 -102 -0.8
1976 17504 16779 722 4.1 G583 8 3.2 15102 14585 517 3.4 ¢ 23
1977 19925 19047 908 4.6 733 10,2 3.7 L7232 LAG9Y 659 3B 2T 3.0
1978 22884 21519 13485 4,0 1196 13,3 5.2 i9A41 1B371 1270 &5 989 5.0
1979 27227 27028 199 0,7 347 6.5 1.2 22668 22902 -234 -1.0 214 1.2
1980 33728 33949 <222 0.7 17 5.3 6.0 28774 27713 939 3.5 <374 -l
1980 3Ae63  37II7 «455 -1,2 300 4.7 0.8 28222 29286 -1064  -3.8 18 0.6
1982 38408 37181 733 -0 916 2.4 2.0 27133 27173 602 2.2 731 -2
1985 38934 38643 340 0.8 -188 & 0.0 28900 28934 -34 -0.1 92 -0.3
1984 43825 41674 2152 4.9 825 9,9  1.B 31587 30100 1487 4.7 5B 1.9
1985 4e6bb4 45238 1426 3.0 883 9.6 1.8 33033 2138 915 2.8 M9 1.4
1986 S0520 49202 1323 2.6 235 4.9 0.4 J4De0 3438t 479 1.4 -202  -0.6
1987 36986  G4S17 2469 4.3 393 7.2 1.0 AlbAb 4013 M3 e 12 0.0
1988 63749 40312 3437 5.4 1984 10.8 2.6 &bb14 48529 2085 4.5 1027 2.2
1989 693t6 7905 i8M 2.6 129 6.3 0.3 49420 48269 1151 2.3 28 0
1990 76105 78019 -1914 2,5 -3923 -6 -5.2 5B8BO 40678 -1790 -3.0 -3383 -5.7

Sourcess ATA-Facts and Figures, various years.

Net Prafit is after "specizl items' which are not included in the detall,
RGI: net incose before interest and after taxes as per cent of the net
worth and long term debt.



TRBLE 1.3
EMPLOYMENT, LABDUR COST & QUYPLT

U5 TRUNY CARRIERS (ALL SERVICES)

LABOUR LABOLR

INDEX

1.669
1,593
L.444
1,340
1,303
1,238
1.1%9
1,222
1.16%
1.045
1,098
1,003
1.082
1.039
1.052
1.008
0.989
0.994
1,000
0.927
0.859
0.877
0.819
0.808
0,733
0,722
0.472
0.534
0.429
0,843

EMPL, ASH PER

YERR  ASN  EWPLOYMENT COST ENPLOYEE ASH/EMP PREDICT COST COST PER
(000) {1984%) IROEX  TREND PER ASH  ASH

(000) (19848
1960 57520 136500 3748 421392 0.347  0.336 45.4b
1961 64604 139649 4040 4K2617  0.381 0,394 42,94
1962 75749 144088 4293 525852  0.437  0.432 5b.47
1953 87260 148557 458 5B7IB4  0.484 0,470 52.58
1964 98013 157947 §021 620544  0.51F  0.508 51.23
1965 115092 171468 5592 71216 0.553 0.546 48,59
196b 126612 192614 595G 4657335 0,58 0,584 47.07
1967 161373 225393 7738 719963  0.590  0.622 47,95
1968 197869 249626 9050 792642  0.433  0.680 45,74
1969 235145 265277 9643 BB6413  0.730 0,698 41.02
1970 24029% 2453926 10393 903614 0,744 0,735 43.0B
1971 255959 204749 10078 1064730  0.828  0.774 39.37
1972 283507 257271 11196 102423%  0.844  0.B12 42,45
1973 288232 271220 11756 1042724  0.B75  0.850 40.79
1974 274123 263369 (1318 1040832  0.857  0.B88 41.29
1975 279380 257198 10986 1087022 0,895 0,926 39.29
1976 297111 259451 11538 1145153 0,943  0.944 38.83
1977 37315 265778 12389 1194662 0,984 1,002 39,02
1978 337390 277074 13244 1214183 1,000 1,007 39,25
1979 369192 292859 13437 1260648  1.03B  1.045 36,39
1980 374092 280900 12757 1331762  1.097 1,083 34,10
1981 338557 248234 11851 1262170 1.040 1121 34.41
1982 347097 24838 11163 1394591  1.149 1,159 3.1
1983 367381 246022 11647 1493285 1,230 1,197 31.70
1984 394048 748326 11333 1588817 1,307  1.235 28,7
1985 413302 259885 11710 1390326  1.310  1.273 28,35
1986 465101 293261 12272 1585983 1306  L.311 26,39
1987 533425 322496 13283 1454052  1.382 1,349 24.90
1988 565332 330773 13968 1709728 1.408  1.387 24.7¢
1989 66172 344275 14284 1635036 1347 1,425 25.23
1990 372240 14950

PREDICT LAB.COST
TREND % OP.EXP,

1,493
1,458
1423
1.388
1,353
1.318
£.283
1.248
£.213
1.478
L1483
i.108
£.073
1.038
1.003
0.948
0.933
0.893
0.963
0.929
0.8%8
0.862
0.0828
0.795
0.744
0.727
0,693
0.660
0.526
0.5%2

423
4t
A1y
3
421
41
4%
82
4§34
§3%
41
421
442
43y
40%
39%
40%
40%
41
38%
34
34%
39%
36%
34%
34%
343
34
331
33
32

Source: 1960-1977 CAB Fora 41; 1978-1990 ATA, ICAD and carriers Annual Report



T3Elt L4

U2 TRUNK CARRIZRS
ErPLOVRERT, ESRRIRGS AND THTRLT
VARI0US LABIUR CRTEEDRIEE

PILDTS FLT.ATTERDANTS KRIRTERANCE/OVERKAUL TICKET-SALE-PROXOTIORAL DTHERS TOTAL L1
YEAR .
EXPLOYEE WAGES PREDICTIVE TREXD EWPL, WAGES FREDICTIVE TREND EMPL, WABES PREDICTIVE TREND EMPL. BASES PREDICTIVE TREND EMPL. WAGES ENPL, FLIBHT ATTENDARTS  PILOIS HECHANICS
(1985%) ENPL.  WAGES (19858) ENPL.  WAGES 11986%) ENPL.  WAGES (19868 ENPL.  MABES rezl FER ASK  INDEX PER ASK INDEX  PER ASH IWDEX
1950 9439 E3463 120720 18732 1336m4 0.16¢  2.M49
1961 10195 47550 121311 018 135820 0.158  2.35%
1962 993¢ U8 128995 20203 14257 0.031 1997
1963 1MBR 71409 133492 20530 148412 0,120 1,79%
1968 11182 72788 ’ 163612 21287 139044 0114 1703
1985 12182 7955 1435 1AM 28524 21674 21226 25399 21283 974 2148 1BYITI 0.105 1,575 0,294 2,649
1966 14745 72605 16133 74B38 29397 23093 22598 265%6 21904 70915 AT 193953 6,116 173 0.28%  2.602
1967 ITI8S 74357 1EGMt 73S 30210 29734 21200 26807 22525 129674 21810 22408 0007 1593 0.254  2.28%
1568 19335 @eB02  174ES  TITH 3143 JI8F7 214948 27010 T14h 180825 23557 246715 0,097 1383 021 1,990
1989 19537 B26s0 16157 BINST I 71 200% 27207 23767 130621 2313 253089 G086 1,246 0.1B8  1.A%5
1570 20340 53MZ RS ey 3258% 28595 24291 274724 243BD 14B3UY 24706 24324E 0.085 1T 0.1 L.
1971 2052% GEMS 1992 B4EMY 2% X349 33008 7394 3782 24707 25685 27631 25009 123568 24W19 253139 0.080 1187 G.152 Lk
1972 22268 RIS1E 20201 EEIR) JA054 247hh 4326 23805 Ja833 4EF! 2023F  27E35 D5630 127027 GIALY  :AT2F O3F L.05% 6,085 L2H G LI
1575 22822 ERT 081 97Ty 39WY 2528: 5B Z3ste 35502 30271 285BT 28043 28231 A318%4 32116 272076 0,137 1087 00T LITL O.044 0 1,292
1§74 21357 B5855 21597 EBYMOE I7e0d ZIMIT JeBEt QMY 3381 J0371 28136 ZERI2 ZASTZ 1NFEIIGIBES  247A5 013 LTz 007E LT GOS0 1LO4R
1975 24837 857§y 2225%  G0357 GE9iE 2208 3BM0: 2583 3125 29102 28326 2B8%T  ZIASR ID4TET 3GRIE ZWTIE 0032 RAGE 607 122 G480 1292
)T 212 23 2313 AU YB3 200 25k47 BN IETIH 27921 2Bbze ZBMIE BVUST JAISE ZROTES 0B L.00F 00Tz L1 435 L2l2
1577 21B%0 $2623  23MR1 VIRT 40308 24829 J3ee0 0 27018 20045  2BETI  JE7IS 13007C 4B5:5 285198 0.127 0997 G087 1,027 O LM
1978 224t §2232 20151 AGEE AT242  298%% 25613 3 30585 27335 Te08¢  ZESOE 131811 22050 272970 0.ZE L0001 0057 LOR2 G.lID 0 L0
197% 24396 0557 20845 §3AFT  4bRS2 3500 26383 S8 79335 29310 JEWT OGRS JEGIS 290513 0,128 O0.9BF  D.9RE 6.9EX 182 LLEHH
1980 238)% 93457 Z19T7 F208I AT23% 23825 25118 3273 §13%8 37572 0,128 GUFEe CLOET 6,95 0,145 L
1961 2085% S23%2 22510 90&sh AAREF 241N 23geT 32320 ER4Fs 29211 9,032 LL02E 0 GLBEE LBDE L BLISE L2
1982 NO23 S0z 23297 BR24E A3FEL 24503 23615 et giics 23E7¢ 9,128 0,567 0037 08B G3 L
1883 1980% §5%21 4074 S7IM: A3IET 2GsEZ i3 224 48702 27558 6529 L3I R arl OG- S8 1 % b B v
1688 204%: EMT0 2T pRi4 47§ i€ Eb A b SH0EL 54517 32533 &84 G148 ORI 05 S
1985 2Mp1e SMGT 2042 BATET 4733 25395 el 2803 D3ESD 277EF :0EES .15t 608 a2 LIS
1935 2641 TTE: 28420 EINED JATRR 250T: 2818 I10ER SgRIE FRRC 892X 612z DPEACHENE S b B
1987 NRRET AT TN FIIEY SRS T2 el ELE 3LET heSe ! Ll LEM LI G
1558 29715 ERAEE iR o7e: AM0IT 24T 33730 2eatt BEH 1247 24508 i it £.782 G017 5.5k
1387 M25 Bl 29T TIRXG LW 22T &tEE GRS 0de 25 H G112 .7 L7 0TI
Ji1d3 FI0 T 2

1590 J19A0 7EAST  ZRNET TTRLY eESe: MM STEAE TRett

Soerce: ICAD Flest ant Parsocons], Varades years.



TAELE 1.5
TREKDS IN EMPLOYMENT AND REAL EARNINGS
VAREOUS [HDUSTRIES (In Thousands)

EMPLOYHENT

AIR FREDICTIVE AIR  PREDICTIVE FREDICTIVE LAND PREDICTIVE PREDIETIVE
YEAR TRUNK  TREND INDUSTRY TREND MANUFACTURING TREND  TRANSPORY TREND  WILITIES TREND

1960 1% 0.543 13 0.464 16189 0.4927 23U 0.940 600 0,761
%1 140 9.348 185 0.443 15772 0.835 2225 0.940 400 0.773
1952 144 0,581 188 0.525 15350 0.843 2% 0.94¢ 597 0.785
193 149 0.614 193 0.597 16484 0.804 2244 0.944 397 0.797
1964 138 0,647 202 0.389 16722 0.863 2219 0,741 598 0.809
1965 11l 0.480 218 0.621 17624 0.872 2254 0.942 819 ¢.821
196 193 0.743 244 0,653 16832 0.681 2312 0.942 b17 0.833
1967 22 0.746 289 0.685 17048 0.8590 2308 0.942 628 0.84%
1958 250 0.779 3b 0.747 14386 4.899 317 0.942 840 0.857
196% 285 0.812 337 0.749 £9789 0.908 2313 0.%43 651 0.859
1970 265 0.845 335 0.761 18904 $.917 2213 0.943 667 0,581
19710 25 0.678 324 0,813 18087 0.926 2229 0.943 678 0.893
912 2% 0.911 328 0.845 18571 0.935 2238 0.943 Y] 0,905
19713 2t 0,944 348 0.877 19605 0.944 2341 0,944 I3} 0.917
1974 263 0.977 349 0,909 19338 0.933 2335 0,944 721 $.92%
19 2 1,010 3M4b 0.941 17783 4,962 2201 0.935 [} 0.94
190 259 1,043 391 0.973 18344 0.971 220 0,945 714 0.953
1977 26b L0784 363 1,005 19245 0,980 2298 0.945 29 0.963
197 24 0.904 386 0.942 20087 0.988 2507 0,988 797 1,030
919 293 0.930 419 0.9%9 20603 0,981 247 0,973 785 1.048
198¢ 281 0,954 431 1,03 13804 0,974 2403 0.980 804 1.068
198 268 0.982 431 L3 19730 0,947 37 0.987 832 1,084
1982 249 1.008 420 1170 18249 0.960 2246 0.994 833 1.102
1983 244 1,034 430 1.227 17941 0,953 2209 L.001 260 1,120
1984 248 1,060 460 1.264 18891 0.948 2350 1,008 o713 t.138
1983 280 1.088 130 1,341 18773 0.939 2391 1,015 88s 1.156
1986 293 1.112 327 1,398 18432 0.932 2408 1.022 895 1.174
1967 322 £.130 370 1,435 18603 0,925 2480 1,029 200 1.192
1988 33t 1.164 608 1,512 18963 0.918 rey 1.036 910 1,210
1989 34b 1,190 653 1,549 19009 0.911 2634 1,043 913 1.228

199 372 1.214




TRBLE 1.5 (Cont.)

YEAR  TRUNKLINES  AIR INDUSTRY  MANUFACTURING  UTILITIES LAND TRANSPORT
PRED. PRED. PRED. PRED. PRED,
19858 TREND 19868 TREND 19BA$ TREND 1984% TREND £984%  TREND
1960 27057 26634 27485 27321 22733 23138 25630 28098 23307 23142
1961 28375 27784  2B143 28374 2315 23556 26527 26788 23703 23102
1952 29370 28934 29639 29427 23873 23974 27345 27478 24315 24342
1963 30427 30084 30530 30480 24430 24392 28229 20168 24853 24932
1964 31286 31234 32041 31533 2531 24810 29431 28058 25440 25522
1965 32049 3238% 32079 32986 20064 25228 29794 29548 25240 28112
1966 32351 33534 33007 3339 2986t 25646 30345 0238 28595 24702
1967 33662 346B4 33708 34692 26003 26084  30B46 30928 26R72 27292
1968 34352 39834 34522 35740 26799 26482 31516 31618 27635 27882
1969 35630 J69B4 3596 34798 26931 24006 320812 32308 27973 28472
1970 38059 30634 38427 37851 27031 27318 33076 32998 28497 29042
1971 39981 39284 40163 38904 27649 2773b 33992 33kEB 29992 29452
1972 42974 40434 42882 39957 28780 28154 35551 34378 U423 30242
1973 43185 41584 42500 4lole 29015 28572 35704 35088 32395 30832
1974 42484 42734 41242 42063 28447 26990 34804 25758 31487 31422
1970 43096 43BB4 41982 43116 28902 29408 35487 36448 30925 32012
1976 44399 45034 43582 44169 29719 29826 37487 3N 32428 32402
1977 46450 Ab1B4  G494H 43222 30320 30244 37854 37828 32081 3392
1978 47427 47234 45269 44225 30501 29427 3Blb4 3s218 33 32361
1979 4590B 4653b 43929 43650 29941 29583 37177 36IS1 32358 312
1980 45770 45038 42020 43075 29229 29739 35742 37284 31160 314683
1981 45362 49440 41176 42500 28938 29695 35900 37817 30533 3134
1962 45192 44842 41420 41927 29356 3005¢ 37516 30330 30734 30945
1983 Abbb4 44244 42631 41350 30147 30207 39440 3BBB3 30644 30&is
1983 43357 43046 40635 40775 30223 0383 39457 39414 033t 30247
1983 43092 43048 40266 40200 30549 30519 40152 J9N4T 29870 29918
1985 40065 42450 40102 39623 31321 30679 41422 40482 29671 29349
1987 40572 41B3Z2 39306 39050 31083 30831  AL6BY 41015 29329 29220
1988 41597 41204 38448 38475 31282 30987 41457 41348 29248 z047l
1989 41435 40856 37512 37900 30874 L1143 41480 420Bf 28478 28522

1990 40207 40038




TABLE F.6
. TRUNK CRARRIERS
AVERAGE NOMINAL COMPENSATION

COEFFICENTS
YERR  RA BR co L8 EA KA N A THE  UAL W5 RVE  OF VARIATION

1960 7709 6716 7244 6B7A  THO3  T08S 73T2 7225 746t 7418 757§ 1308 4.10
196f 8122 7202 7718 7509 B0B6 726% 7799 7eBl 7877 8092 8459 7801 4,66
1952 8518 7S16 7794 7983 8436 6094 8024 7910 BI34 8473 0289 8104 3.63
1963 8914 7938 8297 8318 8929 6492 *~B260 BI30 8BE2 8774 BG4 8489 4,00
1964 9550 8043 8759 8723 909% 8976 6812 @e72 9057 9111 89A3 8834 4,08
1965 9967 Bbi6 9094 B4 931E 9300 9026 8IS0 951p 9965 @Al 9198 3.9
1966 10587 9175 9sb4 10103 9152 8620 9743 9b1B 9461 9658 953t 9376 5.09
1967 11101 9566 10307 10396 10161 1C145 9858 10180 10700 10820 9701 10247 4.33
1968 12002 9799 18132 110SE8 10834 10838 10725 10973 11136 11a93 10211 10924 9.42
1969 12558 11078 12356 11938 11953 11859 1174% 12000 12410 {2753 10823  1193b 4,75
1970 14780 12750 13762 13189 13929 12088 13272 13239 14129 L4190 13277 13473 5.22
1971 15968 13389 14480 14427 15394 14444 15201 14218 15091 1522t 14887 14793 4,49
1972 17640 150MB 1404 16246 17045 16202 14547 15862 16492 18699 14338 1H3T3 3,90
1973 18937 16632 17258 17556 17820 17343 17786 1BOA7 16180 17271 17356 17490 3.92
1974 20218 17582 17918 19343 18972 18805 19418 199%% 19352 1910t 1937¢ 19118 3.94
1975 21128 19344 21150 21150 20795 21683 21709 22153 21102 20237 22030 21160 3,75
1976 23537 21863 21526 23366 22218 23406 23829 24033 22682 23104 23892 23043 3.94
1977 25943 24283 24732 25609 25386 25973 26138 26920 20904 25646 26281 25709 2,71
1978 28644 28434 27001 27980 20030 28402 26820 30900 23578 29128 29887 28219 4,15
1979 30442 26965 31395 27750 29268 29408 27423 40101 3158t 28290 31881 30391 41,42

1980 33760 37013 34948 31491 31440 31648 37367 3EIGT 35087 TH051  3MAM9 Lh47
1981 38B& 3870% 34528 33483 33908 41492 38094 39500 39362 37605 1.2
1962 43201 40211 39887 34647 34823 41035 41757 44804 37706 39749 8.28
1983 43365 81713 42380 41253 40143 30358 49390 48334 40825 42418 6.6!
1984 45619 22973 45144 3987 42821 42997 47305 46349 AQ151 41292 16.9%%
1985 48295 26227 AT33Y AM3S - 42408 42330 49977 43747 37882 AWE 1649
1986 42869 27926 50475 40442 30768 44183 4583 44652 33507 4006  1B.16
1987 41900 27676 43656 42501 45159 49804 42333 44550 2447 14,39
1988 45497 33445 49225 45445 47123 45202 43634 47184 44980 19,04
1989 45416 34417 53114 47130 S36BL 44845 47950 48517 46804 1194
1990 43609 33979 55547 IBAf2 64369 47219 48136 50587 47967 17.9%

Source: From 1960 to {977: CAB data
ffter 1977 {row carriers’ Annual Reports.



TRELE L7

UE TEUNK CARRIERS

PILDTS AR CO-FILETS

ENFLOYNERT ANG NOMINAL COMPENSATION

ENPLOYRENT AVERABZ [ONPENSATION

TOTAL TRUNES AVERASE  VARIATION
YERR A BR CO DL ER MA NN PA TWA UAL W5 ENPLOYMENT  SHARE A BR o .8 th KA N P& TR  UAL W3 EARKING ¥  COEFF.
1950 1550 423 411526 287 434 1356 1401 14E3 208 9435 0.4 17666 17626 $5115 15223 17274 18013 16914 17234 18053 18027 17135 7
1981 1440 389 826 1705 275 450 1329 1330 2244 199 10195 BYL 0.5 18383 17504 14314 18056 19012 1BBBY 19740 1B336 17691 20408 1B45Z B L
1562 1504 375 879 1236 250 487 1334 1394 Z2tH I 99¥ 3% 0.55 18828 21072 17180 13471 20844 19751 21302 20540 50744 I6THC 19847 &2 ]
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1965 317 81d 1806 1847 7 33 22 1035 19357 T 037 23938 31001 23487 3ietY 23187 31387 29786 28830 23785 127691 B 12
1970 3257 778 2145 2842 1603 2212 2645 974 20540 31 0.63 30343 31110 26117 25218 J1728 34853 3399 39369 28037 FiZT 13X i3
1971 36 758 2135 2945 SBO 1429 2103 2823 1108 2002% 0r 0.2 3676 33385 27790 34824 40748 31015 35129 33325 32307 23388 32821 SR )

1972 3373 78R 1016 7512 29T T7L 1483 2035 255¢ 1715 22246 B 0.8 31835 35525 32082 41697 35i00 Ga194 2BeST 37580 37544 34078 3074 3M0W T H
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1978 Z73& 1030 1353 3260 2875 56D 1302 1587 2477 1454 23e41 3 053 5753t 53950 36720 Sia64 Si4et 55340 2E22F £7250 SETVE 67533 MM 49 TR 12
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198) 3830 B34 M3 3% 237 1334179 R 1502 2238 -5 0.é : Ti44E GO9SR T9E20  BIGH4 E72IE TEBEL WL 134
1§82 2330 1681 3B20 2535 1522 1735 185 1257 5% -M 0.5 22507 9997 7IFET  EIME &0701 FRIE 4 it
1955 7 T 82 372 1820 1577 1512 17347 1%8eF -3 0.57 $1572 52725 7921 100420 22200 ET2I0 16T 1
1734 2518 1135 3757 2534 171 1541 1752 3211 Z0a%ET 3% OB G4427 91£35 E7ESR  SL0Ey SFROZ AW -k 23
1§85 32705 BT 375 2iE2 203 1S 1M 3 6.3 27335 100842 104577 FO3LF BE2ZD OBTNEE & ¥
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1590 5803 4005 £57% LIS 4377 183 2212 L A N 115471 E5FI1 EFAOT 11B3%0 S0 Y 4 iz

SOURTE: ICAD Fleet and Farsonnsl, Veriows ¥sirs,
*1387-1%30 {ontinental datz zosbinz pilcts and otner fiight perzonnel.
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TARLE 1%
U3 TRUKY CARZIERE
BANTENRKCE AKD OVERHALL PERSONNEL

ENFLOYMINT AND OVERATT NDNIKAL COMPENSATION
AVZRATE LOMPENSRTION

EUFLOYIENT
, TOTAL  TRUNK VARIATION
VEAR A BR OO0 DL ER NA NK PR THR UM NS ENPLOMAL EWP M BR [0 DL EA KA NN PR TRR DAL %S AVS 1 COEFF,
SHARE .
195 5675 B4 2042 4408 1307 4925 4904 9189 765 33/ B T 9495 T 623 B572 7916 6355 A 133 BOB4 8
1986 5432 1097 279 4579 1320 512 5425 10028 899 35572 8% eqr  BS5E 906 2175 9186 BE20 8030 BAT7 BARG 6245 8530 &2 '
1967 6218 1334 ML SMO 142 L0R2 6185 107% 1095 40938 120 821 8778 10M0 6211 8761 9099 8910 6370 878 6552 6IM 4L ¢
1948 6597 1002 2565 6274 . M95 £378 643 10658 MI4 42818 ST 62 9008 9931 6716 9247 G531 BMI 9224 U502 G99 9219 &2 '
1969 €76 1183 248 404 1602 6723 6437 10973 AB4E AAI96 3T BAX  10M4T (AW 10507 10502 1332 10195 9563 10310 11104 10597 1St S
1970 bbb6 1013 787 6237 1420 5530 6570 10447 1320 40612 -BI BRZ 11789 12849 1480 11715 14200 11085 12610 12790 12257 12324 l&t 7
9TE 8400 1083 2722 6247 9251239 4467 o016 BAS2 1323 38812 41 852 13740 11892 LIB67 12303 13767 15590 11896 13099 §A39 1291 12631 41 M0
1972 560 1087 1027 2890 6107 912 1270 4574 &204 BESS U373 AO34S 4T Br 13693 14559 14423 15987 I3A91 14714 2699 1342 MA00D 13071 M4990 14289 nT 7
1973 6765 1055 1006 3031 ES71 919 1255 4580 4376 B3 1392 41520 3% GG 16805 15476 14254 15526 15495 15077 15439 L4653 1SO4B M5S0 1551 15192 T4 4
1574 5956 1050 1035 3458 GAST BGD 1246 457 825 ETH 1347 41054 11 851 17520 14629 17090 17657 1ebBb 16734 1745 16900 ISTIB 1740 16292 1707 13U 4
1975 ST 1022 1051 3735 5020 B44 1215 4070 6307 8936 (330 40270 20 B9X 1579 633 8102 1B107 15399 G400 17357 16851 1B107 176B1 18234 IEIS4 61 4
1976 SOIF 1005 1026 3621 6103 760 1187 3772 6234 90S3 4339 39977 -1t 673 21237 2415 1626 16942 1135 20040 21372 19505 2088b 18B34 19347 19929 101 5
IS17 G071 994 935 3577 6580 78O 1242 3575 6236 4092 1374 IS4 <21 BT 20156 17637 20063 15855 1706F 16867 18229 15715 17444 20423 19057 -4t 18
IFE E2U1 1005 NS 3564 6SME TSP 2184 3500 5732 6EAl U574 SETS3 -13 7R 17451 ISBME 2058 1B426 ABI22 20033 2043t 18012 21211 23/11 12328 19214 11 13
1575 9370 2125 1644 EI40 B35 E37S 303 SP4S 7265 10385 1743 SPLED 54 1331 1B375 21932 23060 19599 16329 20044 ZIME 18520 20806 1778 26308 20682 I M
190 8073 1515 1555 BO3S B7i 3083 6337 est1  E330 1807 4257 ST iaE 25007 2975 2359 27230 24088 26157 24383 2BBE 26815 Bt M1 7
1981 BES2 1eE2 2072 TETL 9007 3156 6047 3104 EIZ7 1561 S2SEL 31 M6 2589 20257 2289 23255 27585 2M17s 24495 23976 2% WME 2§
1582 §64% 1522 B4 BEZE ZEN ET02 MAEF es3: D7 4SS o143 2080 32W7 3G ZEN 238N 3097 Z7720 348S 353eE 30153 3o 18 14
1963 747 1540 6317 823 2085 ST 6159 7a46 2095 4BFBC  Ex G21x 29889 24385 2380 3025 2493 32503 35624 30145 29520 31 10
198 7425 1582 7968 7955 160 4530 &152  BSET 1SLé 51700 &% e2ir 335¢ 7S 29085 20337 B2 30E50 39491 3036 28553 -17 2%
1935 i3 1562 7182 s93t §833 SeEl 7525 OaE) MEIE S3SF 2Tl 33O 24027 3207¢ 35852 3335 413E 27594 34020 22259 1@ I 2
198 §307 2090 7180 21%¢ SUE 560 S83r 10:9F M5 SEITE 103 1034 TES 78225 34085 339 3015 25557 Iz 2med WL - 1S
1557 11210 /17 §920 8918 304 2872 S0 173 I - 0T Mk 2T 3523 42033 4239% 33043 Wnoe o
1985 " B35 4835 483 550 IHI SR S e K398 1L L WTE 15917 e 3049 517 28520 31042 40518 rit U T
1957 5381 53 S0 BE I OWH MI 20 ME0T L Ter I W3 O3NS 2037 a1 FEal IMIE %7ME WIE EL 24
1950 30540 8978 el T MM TEEOSMT el g3 R nme 7 T3 18NS per IOIIE JGE20 84325 w5

Bate for wx, 1370 ang 1592, and {0, 1533, have pees covrecier guz o sirnie efiects,
SOURCE: ILAD Flect and Fersoonel, Virizur Vaaes,



TRELZ 1,10

S TRUNE ERRRIERS

TICFETINZ, SRLES ARD FROMDTIDHAL FERSONAZL
ENPLOYNENT AND AYERAGS NOMINAL COMFENSATION

ENFLEYNENT AVERACE COMPENSATION

VARIATION
YERR AR BR 00 I E KA N PA Tih WAL WS TOT ERP 2 AN BR 6" D EA KA L WA WSl ®8  pvs @ CofF.
1965 2838 1099 1573 3000 1203 T4 4184 JADE 733 21674 7010 5705 8492 5703 M52 WAl 9%1h 7035 A0S4 £092 1¢
1968 333 J94 2930 4128 1507 4397 33h4 4725 1385 32096 461 76586 6109 6578 6452 §378  &073  T0BB 170 6257 6EBT 101 5
1967 3848 1540 203 4358 1560 4515 0353 4735 M9t 9T -T1 My &I 685%  &159 5985 8034 6438  £246  S5E0 eded -3R g
1968 4080 1427 212 &417 I8 4934 GA93 5263 143 31894 72 22 6251 M3 TN 6370 &AB TOBL G430 &1M) EEDD MY B
1969 395 1325 26b4 5205 1876 4731 §3s 3823 209 3T -2 BYLT VA 8l N 6390 5785 7835 7038 T34 7IM) AN 1
1970 3952 1léd W13 3817 633 ST 4517 5244 1140 2854 -6% 9113 BOG 9801 B0 7098 759% B537  9aA7  BEO 599 11X 10
1911 300 927 253 3769 1315 LIBY 4700 #426 4628 1ft4 28403 -i1 9500 984 11056 10288 11380 E830 7980 8882 BA39 9675 99N 11T 11

1973 3592 1143 Te%  3HIF 4642 1208 1164 4579 4180 4300 1150 30542 0X 10720 11884 10339 14141 11362 12089 9137 BI21 9000 9000 10000 10739 12V 1%
1973 3bi% 1228 A5 379 414 1202 1290 4101 5270 4057 1209 0271 -i2 12728 11457 11014 13922 1117 12718 11435 9775 9380 1I0SOE 13336 11619 BI 12
1974 3815 1219 958 41ld 4277 1249 MA5F 3760 4217 08T 1234 3031 0% 12007 11103 11382 13623 11623 12332 1215 1DSEB 10483 10793 13088 1178l Ik 8
197% 35327 1315 Gbb 4248 4150 1167 1397 GIEY  40dB 3357 1228 29102 -41 13724 12337 13618 15776 14890 14990 12259 11245 12663 14804 15591 13503 1€ 12
1976 359 @73 953 10365 13033 2520 2397 7300 10049 11568 3568 &AT27 12X 14429 1R0SE 13279 17855 1ALST 17AAR 13544 12897 14910 14266 12060 14491 41 11

1977 63812 979 1097 4179 3552 1085 1281 2477 37EF 3383 937 27014 -b01 12859 13819 13148 114G 14647 15952 14400 14201 Q3147 15493 14403 13 g
1978 5013 121F 1207 5313 4457 1204 112¢ 2481 3511 3043 10%4 J0WE 131 13401 15325 1369F 17683 15319 17130 14TH] 1A972 1EZGL 17096 19328 16265 131 10
1915 12771 4994 527 14104 D32 3226 3122 7021 10362 1241F 3749 798BE 1821 19702 19152 20855 21010 18897 1549 21905 16217 16929 1B%7& 19409 151 E
1980 12609 45287 3754 13082 15542 3537 7L 9815 11784 37LS 91399 14X 2073 21237 21288 20342 16387 230k% 1BB70 22287 23075 2080% T: §
1981 11740 336B 3554 143 15279 JbE0 10010  9i7E 1ELLO 3634 Bo494 -5E 23955 24564 24212 22215 20674 27484 24194 25185 29505 20214 16X &
1982 10353 1860 F416% 15340 3805 9352 B7ST 10129 4004 BO78S -TX 29023 23218 28515 233 208B5 24504 JiBA& 28086 25488 26110 BI 12
1987 5850 180 10136 9576 218k 8722 5099 6A95 2320 48498 -4C1 24074 25008 25249 W 23859 24486 ZITHE 27699 23438 -3% g
198% 7001 2171 10348 9708 2195 3770 490 ATY ZETT MRS 51 26530 18042 2BON7 27744 23238 2304% 34081 Z8BO1 T530% -1X 17
1985 8240 3264 10857 991 2282 4R36 5307 AT73 2516 5389 5T 2REET 1855 30052 2873 25893 26875 24427 29008 22267 2515 -1X 15
1985 9634 3581 11028 103B4 1B 419% S0P 5297 2743 59518 LM 2375 2093% 26921 21851 14620 26590 Bk 20810 2332% -7% 2
1987 10187 191 13207 9584 J349 18203

1988 2635 24827 2611 1
1969 ELTEX 33687 34574 34011 26729 % 264=1 1
1390 35820 32929 3310 32377 2847% 29057 32159 £

SHURCE: ICAD Fleet and Fersonnel, Various Years.
Froe 1982 to 1990 dat: for thi= labour category hsve been cosbined
with the “other’ personne! ratejory.



. TRELE 1.1

U5 TRUNKLINES - STRIKE ACTIVITY

YEAR PILOTS HECHANICS FLIGHT ATT, GROUND FERS,
580 ASASA BRAC
TRA:T days BR: 10day:
1961 IAN
HW: 136days
NA:  Tdays
1954 ALEA
NA: 2days
1565  ALPA
PR: 10days
1986 18N
ER, NA, NH, THA, bAL
43days
1949 IRY
NA: 7days
THU
Ahs 20days
187 187
R5s 1hdays PA: 4days
1970 ThY ALEA
THA: 2days HA: t24days
BRAC
WH: 163days
1972 ALPA
NH: 9S5days
1973 Th
THA: 45days
1374 ALPA BNFA
BR: lday NA: 113days
1975 ALPR 144 AFA
Mt Jdays UAL: 1édzys Na: 127days
CO: 2%days TkA: lday
1978 ALPA
Ni: 107days
1979 1AM
UAL: 38days
1580 UFA
1982 1A
NH: 2bdays
1993 ALPA:ZO 1A4:CO UFA:ED
1985 ALPASUAL THU: :PA, 2bday
1984 IFFAstwa,T2d3ys

. 1989  ALPAER TAN:EA THU:ER
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. TABLE I1.%

CANRDIAN AIRLINE INDUSTRY
CAPACETY & TRAFFIC
{(000.000'S oaitted)

HAJOR CARRIERS AC EP/CAIL REGIONAL SECTOR INDUSTRY I-111
YEAR ASN  RPH LOAD ASK RPN  ASH RPH  ASH RPH  ASH .RPM LOAD RPN REM

SYSTEM SYSTEM ToLL  TOLL SYSTEM  SYSTEM SYSTEM  SYSTEM TOLL TOLL SYSTEM TOLL
1950 4009 2579 &4 3987 2847 347 2050  B%2 929 125 &% 5% 2000 2412
1961 4967 3089 42U 4967 3021 3049 2481 1118 988 122 62 5% 3178 3084
1962 3765 3403 59 5769 3312 4379 2060 1386 T 129 81 47 N2 IN
1963 6258 3744 60X 8257 3477 4587 892 1871 852 170 B0 47 3062 3933
1954 6280 4120 b6 6280 3778 4643 JI43  1A37 985 209 %1 442 4309 3870
1965 729 4858 &7% 7295 4547 5459 3713 1837 145 245 105 43X 9196 4673
1966  B348 5809 &b 8549 5404 6388 329 2140 1280 348 151 442 5983 5958
1967 10476 4832 4% 10675 4698 805D 5340 2621 1492 389 175 47X 7321 6873
1958 12987 7375 57 12988 7260 9714 5723 3 1652 409 193 4B% 8170 14N
1969 14009 8230 59N . 14009 7721 10057 5019 3992 211 679 31 W 477 8033
1970 16173 976% 60X 16173 9050 11652 7180 452t 2601 456 340 524 11554 9638
1970 16399 9798 607 1el20 BB37 11942 7153 M%7 2643 1050 491 474 11505 9544
1972 16794 14618 69 18511 1O0KET 12415 gror 4319 M7 15124 550 494 13500 11489
1973 19366 13639 70X 19011 12492 14703 10548 4643 3091 1365 708 928 140B2 13599
1974 22916 14992 651 22496 14181 16477 10992 6439 4000 1570 798 51%  1BH1Z 15395
1975 25036 15754 431 24588 1436%L 17792 11297 7244 4467 1765 BBS 494 193B6 15407
1976 25029 16107 4% 2459 14913 16049 11478 4980 4629 1838 918 50T 20367 1583
1977 25070 164350 66% 24652 15650 18221 11509 6849 4931 1930 1177 61X 22079 16623
1970. 26855 17642 b&% 26123 16738 19904 12239 4961 5403 2379 1318 % 23733 1Bom
1979 29484 20464 691 29262 19408 22034 18477 1430 9987 2862 1694 594 27698 2161
1980 30854 22027 72% 28610 20547 22485 15329 8389 6698 3205 1906 9% 29203 22655
1981 31597 21282 &7% 30055 19955 22717 14351 8840 6901 3507 2000 97X 29687 22193
1982 29971 19121 64% 20788 18283 21524 13590  BAdY 3531 2872 1570 551 24338 20200
1985 27784 18463 66% 26839 17831 19388 12728 019 9735 2440 1600 &6%  2632% 19692
1984 29709 20394 694 28380 19394 20394 13505 9313 b4BT 2699 1789 &A% 29240 21513
1985 31660 21140 6&% 30123 20091 24484 14430 10175 7010 3772 2014 sel 31035 22732
1986 31990 21725 4BY 30073 20445 21320 14425 10670 7300 4033 2286 57X 32970 24852
1987 35269 24841 701 32589 22636 20205 14358 15064 10483 34392 2594t
1988 39488 27732 70%  34le4 25297 21778 15553 17710 12179 39657 3026
1989 45253 31010 691 37330 25733 23348 16278 21905 14732 42304 31214
1990 44617 30428  6BY 41615 28645 3233 16571 21384 13851 43142 31118

Source: Statistics Canada



ThBLE 1.2
CANADIAN AIR EARRIERS
TRENDS IN PROFITABILITY

AIR  CANADA

CANADIAN PACIFEC/CAI

YEAR OFERATHIB

OPERATING INCOME

REVENUE EXPENSES IMCOKE before after Percent of

{IPERATING

OPERATING {HCOME

REVENUE EXPENSES INCONE before after Percent of

taxes operating revenue taxes gperating revenue
betore atter before after
1960 140787 147934 1053 -2600 -2607  0.7% -1, 71 -L.7X 36152 41316 -5165  -4824 -4024 -14,3%-13.3% -13.3%
1961 165436 183292 2044 -b455 -H450  1.3% -3.9% -3.9% 3B30L 44795 -b494  -THIZ -7612 -17.0%-19.9% -19.9%
1962 183473 176070 7395 -3546 -3541 4.0 -1.9% -1.9%1 4Bh42 49840 -1206 -1£98 -1198 -2.5% -Z.5% -2.5%
I963 197390 188422 11269 528 28 5,7% 0.3% G.3% SAl4l 55497 443 347 347 1.1% 0.6%  0.6%
1968 213910 203527 10363 {406 1406 4,92 0.7 0,71 b1493° 55642 5@5t  4B19  4@1? 9.5 7.8% 7.B%
1965 250126 237461 12725 3990 3990  S5.4% 1.6% L.6% 72177 43549 G408 7184 7164 11.9% 10.0% 10.0%
1966 209943 275990 13953 5820 2910  4.8% 2.0% 1.0% B3140 72103 11056 10355 BS2§ 13.31 12.5% 10.3%
1947 345611 329731 15880 7097 3547 4.6 2.i% 1.0% 95770 @9IS0 4420 5725 3395 4.7% 6.0%  3.5%
1968 387628 359610 20010 16344 G184 7.21 421 2,07 10498 9B77F 7927  4%04 2375 7,48 4.6 2.2X
1969 404652 306180 18464 3093 1548  4.4% 0.8% 0.4% 133717 122040 11677  7IB5 3495 8.7 S.4% 2.4
1970 478259 457396 20863 -214% 1072 4.4% -0.4% -0.2% 149583 143032 6551 2044 1003 2,42 1.4% 07X
1971 508341 480083 2825 2052 1662  S5.&6% 0.6% O0.3% 157945 148597 9348 4240 2140 5.9% 2.7% L4}
1972 583262 S3TT70 45492 721p 8448 7.BY 3.0% L.G% 172148 159423 12724 967 §1461  7.4% 5.6% 3.0
1973 490050 651657 44393 12008 4§23 b6.6% 1.7% 0.9% 185781 174905 10877 8199 4199 5.9 4.41 2.3%
1974 B4B502 B14726 33056 -186K9 -9225  4.0% -2,2% -1.1% 276787 262881 13905 4803 2441 5.0% L.7%  0.9%
1975 957180 917876 39304 -230h0 -£2473  4.1% -2,5% -1.3% 331006 329018 2788 -1253% -6399 0.8% -3.BY -1
1976 1057484 101771% 39765 -22240 -1045%  3.8% -2,1% -1.0% 350048 353394 -334b6 -19435 -9802 -1.0¥ -5.6% -2.B%
1977 1167655 1098528 89127 41846 20006  7.5% 3.50 1,71 393385 372673 9L 7318 330 5.3% 1.9% 0.8)
1978 1322507 1238098 04487 84104 47485  £.4% A.AL 3.6% 465829 421985 43844 3VI3E 20872 9.4% 84X 4,5
1979 1595172 1494349 100022 102278 55368 6,31 &.4% 3.5% 336921 507305 29a14 27484 16334 5.9% S.2% 3.0%
1980 1909842 1815945 89917 105323 57042  4.7% 5,57 3,01 &BO4AS 640323 20118 11137 6B3F  3.0% 1.5%  1.0%
1981 2161445 2080008 73458 75308 40128  3.4% 3.5% 1.9% BI@700 821520 -2820 -29250 -17495 -0.3% -3.6% -Z.1%
1902 2170959 2196630 25662 -52001 -32645  -1.2% -2.4% -1.5)% 049239 B7SBAT ~26607 -44621 -38692 -3,1% -7.6% -4.1%
1963 2144968 2116452 28516 -1544 3794  1.3% -0.1% 0.2% 043850 B&5436 -15B5 -23707 -13127 -0,2% -2.7% -1.5%
1984 2334737 2291467 43270 41395 26959  1.9% 0.5¢ 1.2% 932902 B79880 53022 15139 9048 5.7% L.6% 1.0
1985 2520264 251818% 2077 -48686 -14821  0.1% -1.9% -0.6X1006977 972302 34674 25679 -15178  3.4% -2.8% -1.5%
1985 2636451 2007375 129076 60827 40398  4,9% 2.3% L.5%1100252 1042615 57637 -3847 b40B  5.2% -0.3%  0.é%
1987 2684388 2576193 108195 59493 45729  4.0% 2,2% 1,711922975 1763524 139451 - 7294 33174 7.31 . L)X
1988 2949125 2705990 143135 142807 95521  5.0% S5.0% 3. 4X21%346115 2097753 39362 15279 1120 1.8 0.7% 0.1
1909 3079633 2972146 107498 239221 148675  3.5% 7,71 4.0%2117958 2179940 -61902 -1237%5 -72249 -2.9% ~5.8%1 -3.4X
1990 230189 3279469 -41278 -97755 -73596  -1.3% -3.0% -2.302543046 2608193 -64326 -72249 -50h0) -2.5% -2.8% -2.2%

Source: Statistics Canada



{TABLE EI.2 Con‘inued)

MAJOR CARRIERS SCHED, INDUSTRY CARREERS LEVEL -1V
OPERAT. OPERAT. OPERAT,

YEAR GPERATINE OPER,IRCOME  INC. KRET INCONE OPERATING OP. INCOME INE. NET INCOME DFERATING  IND. HET INCOMS

REVENUE EXPENSES INCOME BEFORE AFTER %  BEFORE AFTER REVENUE EXPEKSE [KCOME BEFORE AFTER 1 BEFORE AFTER REY. EXPERS IN. Y  AFTER TAXE

TAXES TAIES TRXES TAXES %

1950 185137 189250 -A112 -7424 -TA31 -2.21 -A.01 -5.01 203476 207360 3884 -7289  -T470 -1.91 -3 -R.TR 243 A7 -2 -0.81 -7-2.9
1961 203737 208087  -4350 -14087 -14082 -2.1% -6.9% -6.9% 220961 223597 4597 -14563 -14b17 -2.1% -5.61 -4.6% 264 266 -2 -0.81 -14 -5.31
1962 232115 225926 6189 -A7AF 4739 2,7% -2.0% -2,0% 249652 243338 6313 -4995  -4926 2.5% -2.0% -2.01 293 B 7 2.4 -5-L7
1963 255531 243619 11912 875 B75 4.1 031 0,31 27768 263882  178Bb 162 7 4T 04X 00T 0 319 M 15 AT 1 0.3
1964 275403 209189 16234 4225 6225 5.90 2.3 2.3% 25075 2R2061 16AB4 4577 6%T8 .6 2,21 2.2 247 328 -B1 -32.81 B8 3.2t
1965 322303 300970 21333 1174 LIVA 68T 3.5 3.01 3AB320 326900 21420 11534 L1165 A1 3L A 08 383 25 612 13 2%
1966 373103 348093 25009 18175 1M435 &, 7% 431 3.1% 403080 377579 25014  1p126  L1AG1 5.21 4,00 2.8% 479 4487 32 6.7 1k 3.3
1967  A4138t 419081 22300 12622 4942 5.0T 2,91 1.5% 479082 451953 22402 12083 6203 4.8 2.3 L3 54t 533 28 5,01 11 2.0%
1968  A94326 438381 39940 21280 10339 7.3@  4.30 2.1% 533622 A9A538 35817 20541 9638 671 3N MBI £33 59% 40 531 12 19X
1969 5383A9 308228 30i4F 10276 G043 5.8%  1.9% 0.9% GGB3B3  GASTAT 29075 7b3: 300§ 4.9 LY 0.0X 721 689 35 4.6 3 04X
1970 827842 60082 2Mi4 -8 -6% 4.4 007 0.0% 714245 EBA7ER 29481 -BOB  -1077 4.1 -0.E! -0.21 825 787 3B 44 1 0
1971 656285 628682 37604 7102 3B02  5.6%  1,1T 0.61 TAWZey 722512 46757 13118 7288 6.0Y LTI 09X g8 881 37 62 12 13T
1972 755410 E97193  5B20s  28BB7  A3BOS 7,71 3.5% 1.BX B7SARY  BOES9I  A90EY  37IX 2029 1.9% 4.3% .M 1019 98t 78 77N 23 2.3k
1973 BB3E3! E26562 57270 20217 10322 &.50 2,31 1.2Y 103975 9a9122 70545 3S9LE 1965 b.BX 3.4 1.BZ 122¢ 1357 &4 X 27 %
1974 1125389 1077607  4776% -13BRé  -R7B4  4.2% -1.2% -0.BY 1320519 1289564 59955  -3A44  -192t 4,57 -0.3 -0.11 1538 HB} 73 4.7 & 0.4%
1375 1269986 1246895 42092 -35395 -18672 3.3%7 -2.BX -1.5% 1539291 1493165 45107 -J7054 20242 3.0 -2.4% -L.3L 1891 1823 &8 3.6 -7 -0.42
1375 1407532 1371113 3BALT -4167% -20257 2.6% -3.0% -1.4Y MEBOLLS 1842721 I7&T -4348% -U976 2,26 -2.81 -1.MX 1595 1937 § 2% -12 0.
1977 1581240 1471201 110040 49244 23346 7.0F  3.11 1.5X 152733: 1802484 124854 58239 30356 &.5% 3.0 1.4 2359 2215 143 54T 3§ 11
197 178B416 DGOO083 §2833F 123235 6M357 7.2¢  4.9% 3.B% 2187352 201B153 149178 146289 BE34F 4.9 671 39X 2680 2514 fk6 6,31 92 3T
1979 2132095 2001554 130435 129982 TINZ  a.0% 603D G.AR 2357%A1 2419077 150587 104627 S7ASS 5.9 602 341 1256 309t 16 5.4h 95 .M
1980 2563307 2476266 1310035 1le43t B3BEY  4.3I  4.5T 12.BY JOE21LT 2945817 15E7R4 142934 TRABT 4,41 4.6% Z.3% SRe: FERF 191 .00 117 .08
1931 2980185 2909528 70438 8R035 22635 Z.4Y  L.5% 0.5% 3553390 JASTS06 105895  7E222 40204 2.9% 2,21 t.ii 434 8285 18 1.3: 37 4.B%
1982 3020208 3072477 -52271 -116722 87337 -1.7% -5.9% -2.2% Gb10R4: 3R4BI30 -37285 -120135 79379 -1.0% -3.3% -2.D% 47 448t -19 -0.4% -8t -L.5%
1963 3005816 29B1E85 2831 -25251 -933F 0,91 -0.BX -0.3% 3415541 3575752 397EY -23:4¢ -123E2 2.1% -0.8% -0.43 4455 4393 62 1.4% 19 -0.41
1988 3267637 JATIZRT 96292  2653% 36027 2,51 0.B% I,1X 393Z4S4 3EZIVSZ 10BSSE 3304z sh4en 2.B% O.BL LN sRz8 2ETT 147 3.1 69 1.4
1985 3327233 3490451  I6TH -73AT -2999% L0021 9,91 4234782 239335 35242 -S0825 -3105% 0.BY L. -OTR 539% 5232 14T L9 1 G
1§BE 3738703 3549950 185713 5930 A8B0:  H,01  1.5% 5,31 RSIOTGE 430805 205332 B7I92  BiRM 441 LS LEY SE14 BERT 257 441 106 1.2
1987 4807363 4359717 237845 13WIM FETOF  S.AL I.9% 1.7 AIiRO9f 4RISIEC 247725 142473 BET42 5.3F S L 5771 Sb4E 323 5.4 142 LA
1928 4755240 4BOTTAT 181497 15BO3S  FeLAE  J.AT G20 LY ASESZR0 AEO374C 181437 158085 sl 3.8% 5.2 LGSR 4632 A3 207 3.0 106 1.8%
1987 5197390 5152085 45505 16505  7a42% .51 2,21 1.5Y BAG759F GID20B6 45305 BM4B04  7AAZE 0.91 2.2 LG 7231 B2 8 0T 10 O
1970 5752055 J9976LZ -105604 170008 -1291%7 -1.BT -2.5% -2.2% 57B2053 5987382 -105£0% 170604 -1291%7 -1,B1 -2.%1 -LR 7725 7782 -3 -0, 75147 -1.91

- Soorre: Statistice Canag:



TRABLE 11.3

CANADIAN MAJOR CARRIERS
OUTPUT & UNIT LABOUR COSTS

INDUSTRY 1-1V

HAJOR CARRIERS

LABOUR  LABOUR PRODUCTIVITY LABOUR  LABOUR UNIT
COSTS  COSTS ANS PRODUCTIVITY COsTS  COSYS LABOUR COST UNIT LAB.LOST
YEAR % PREDICTIVE PER EPLOYEE PREDICTIVE TREND PREDICTIVE (ASH) PREDICTIVE TREND
{P.COSTS  TREND IHDEX ! t1  OP.COSTS TREND  (1984%) [INDEX ! 1"

196! 381 0.30  3Mo09 0,352 0.3b 0.36 402 6.38 70,38 1.9 1.68 1.58
1962 n 0.38 398852 0,408 0.32 0.39 38 0.36  61.90 1.8 1.64 1.54
1963 36% 0.30 439930 0.449 0.43 0.4 371 0.38  58.14  L1.5b 1.50 1.60
1964 351 0.3  M0146 0,450 0.47 0.47 3N 0.38 50,31 1.62 153 1.5
1943 3 0.38 84526 0.495 0.50 0.50 35X ¢.38 55,53 1.4 1,51 1.5l
1968 1] 0.37 505819 0,517 0.54 0.54 35 0.38 5L 1.8 1.9 1.47
1967 351 0.37 5346889  0.546 0.8 0.38 361 0,37 5.3 1,38 1.43 143
1948 368 0.31  bL5T3F 0,629 0.81 0.561 i1 0.37 46,53 1.25 1.39 .39
1969 3b% 0.37 632090  0.64% 0.65 0.45 383 0.37 .M L2 L3 1.34
192¢ 31 0,37 70168 0.7 0.69 0.4 3 0,37 4680 1,20 1.3 1.3
m 351 0.3 TI633  0.732 0.72 0.72 382 0.37 b1 124 1.26 1.2
1972 M 036 720081 0,737 0.76 0.7 3% 0.37 47,08 1.20 l.22 1.22
1973 387 0.3b 768584 0,795 0.80 0.80 381 0.37 M 1.2 1.18 1.18
1 I9 0.36  BO3lI2 0,821 0.83 0.63 361 0.37 42,38 1.4 113 L.43
197§ N 0.36 B70B48  0.890 0.07 0.87 363 0.36 20,39 1.08 1.09 1,09
1974 I 0.3b 889278 0.908 .91 0.9 36 0.36 443 L.l 1.03 1.05
1n 361 0.35 921048 0,941 0.9 0,94 367 0,36 M4 L 1.0t 1.0
1978 32 .33 9718760 1,000 0.9 1.01 - A 1) 0.3 .u L0 1.05 0,99
191 3 0.33 1001121  1.023 0.97 ° 1.00 33% 0.33 300 0.9 1.04 1.01
1980 31 0.32 960304 0,961 0.99 0.99 32 0.33 378t l.02 1.03 £.03
1981 Jox 0.32 982503  1.004 1.04 0.98 31 0.32 B4 103 5.0l 1.05
1982 i 0.32 943255  0.944 1.02 0.97 321 0.32  39.00 1.05 1.0 1.07
1983 i 0.31 930075  0.97% 1.04 0.9 33% 0,32 A0.00 1,07 0.99 1.09
1984 3 0.31 1020682  1.083 1.05 1.01 2z 032 327 100 0.97 0.99
1985 m 0.31 1105022 1.129 1.07 1.03 311 0.31 35.07 O 0.96 0.97
1984 29 0.30 10bl1803 1,083 1.09 1.05 k71 6.3 LA 0% 0.95 0.9
1987 m 0.30 1016896  1.039 1.10 1.07 I 0.3t 3,23 09W 0.7 0,93
1768 20 0.30  f078171  1.102 1,12 1.08 J0% 0,31 W0 0.2 0.92 0,91
1989 20 0,29 1198533 - 1.225 113 L1 31 0.3 3104 0.83 1)} .89
1970 n 0,29 1139642 L.104 115 1.13 30% ¢.30 33.07 0.89 0.50 0.87

Source: Statistics Canada.
Output per employee and unit labour cost coaputed by the author.

) Data refer to the periods 1960-1977 and 1978-19%0
$#Data refer to the periods 1940-1977, £978-1983, 19B4-1990



TRBLE I1.3

{Cont.}

AIR CAKADA [AC) CANADIAH [CAIL) RIR CANRDE  (AD) CAHADIAN AIRLINES (CAIL}
PRODUCTIVITY  PRODUCTIVITY LABOIR LABOUR

ASH ASH PROBUETIVITY COSTS UNIT LABOUR COST  COSTS UMIT LABOUR COST UNIT LABOUR COST

YEAR PER EMPLOYEE  PER EMPLOYEE PREDICTIVE TREND? I OF (19668) 10F {1786%) PREDICTIVE TRENDS
AC  INDEX  EAIL  INDEX AC CAIL OP.COSTS AC INDEX OP.COSTS CEAIL INDEX AC CAlL

1961 328105 0.337 413462 0.M5 21 1438 1978 ML 5R.59 1.5k
1952 J&7458  0.378 545315  0.34% L S T I W Y 0L 45.06 L.2MS
1963 395875 0.407 634 0.85% W/ 8 1R 29 WM Lo
1964 399089 0.410 &21488 0.5624 M L 1789 301 40.57  L12A
1945 445524 0.458 654802 0.657  O.454  0.6b9 I bl.l6 1.526 w2 11N L3 1.020
1966 455565 0,479 67754 0880 0,493 0.6%5 6L 0.4 1.S54 oz .2 1.028 1.5i7  1.01B
1967 509089 0,523 668650 0.691 0,532 0.7 38T 5h.04 1,490 30 3700 1.023 1.9 L0014
1988 570543 0,399 760521 0764 0571 0747 I os0.72 L9 I OM.0T 0.2 1441 1014
1969 580089 0.59% 8186%8 @.822 0.6 0773 401 50.91  1.354 W B30 1405 1.012
1970 458752 0.477 673961 0.877 044 0.799 WL 4949 L3 32T 3201 0.904 1.365  1.010
1971 882127 0.701 @27516 0.B31  0.888  0.B25 9T .80 LMY I T 108 1,321 1.008
1972 696298 0.716 801863 0.B03  0.727 0.8 30T W.B4 1392 BT AN L@ 1.289  1L.004
1973 753536 0715 B20229 0.82F  0.7hb  0.B77 38T 47.08 1,258 3BT 39.10  1.081 1.251  1.004
1974 TI2625  0.794¢ B93S13  0.897  0.805  0.903 61 45,20 1,202 34T N6 0.2 1.213  1.002
1975 BAS105 O0.BAY 9MI26B 0.945 0.8 0.9 in £.8 1198 RET AL ) B A ) 1475 1.000
1976 854075 0.8%0 951343 0.955  0.883 0.93% ¥ 4808 Lue IS 398 1022 1.137  0.998
1977 B9ATES  0.920 999125 1.003 0.922  0.981 IE 405 1,145 [ A LA 1,099 0.995
1978 972873 1.000 995994 L.000  0.982 0.%3% M1 37.41 0 L.000 ! kA8 1000 1,032 1.050
1979 1016775 1.045 983758 ©6.988  0.985  0.974 ML 37.00  0.984 B[O L0022 1,033 1.021
ISB0 965905  0.993 9R4472° 0,988  0.988  1.007 2 330 1.0n 311 3.9 0.99%4 1,034 0,992
1981 94B6E2  0.975 991031 0.99%  0.991  1.043 3r 39.28 1.044 29 320 1.008 1.035 0,943
1982 938151 0.964 996517 0.960  0.9%  1.07% 3T 40,08 1,066 291 3623 l.002 1036 0.934
1983 920186  0.945 1030035 1.034 0997 L1485 M1 oM.A L2 30 35.67  0.98¢ 1637 0.905
1984 946382 0973 1232694 1.238 1.000 L.AM 34T 40.83  1.08% 9 %4 0.8 1,038 0.87%
1985 1028360  1.057 I3I3780 1.31%  L003  L.187 321 38.8% 1,033 7 7.0 647 1.03¢  0.847
1986 980545 1.008 1272510 1.278 1006 1,223 WM WA L 0T &9t 0.79% 1.086 0,818
1987 933515 0.950 1155303 1.180 1009  1.25§ M A5 1.088 27t 3097 0.B3E 1,080 0.789
1988 9b1%26 0.9689 1288357 1.2 L.012  1.29% Jr 378 100 251 28.3%  0.784 1,082 0.780
1987 1029680 1.005 1452394 1.458 1.01% 1.338 3T 2 0.9 B 24.81 0,673 1.043  0.71
1930 1039973 1.069 1272100 1.277 1.01B 1,387 B 3.9 1,038 261 26.68  0.7W 1.0 0702




. TABLE 11.4

CANADIAN AIRLINE INDUSTRY
EMPLOYMENT AMD COMPENSATION

SCHEDULED
¥AJOR  CARRIERS REGIONAL CARRIERS INDUSTRY  AIRLINE  INDUSTRY
YEAR EMPLOYMENT AREAL  PREDICTIVE EMPLOYMENT REAL PREDICTIVE EMPLOYNENT  REAL PREBICTIVE .
EARNINGS TRENDS 34 EARNINES  TREND  EMPL. EARNINGS TRENDS  t3

1960 13978 23881 129 21520 15174 17080 23517

1961 15435 24218 1237 z2m 1562 17688 23144

1962 14454 24486 1221 22810 13673 17806 24508

1963 14225 28577 1483 21202 15708 17575 25102

1964 14268 26345 1465 23418 15733 17157 26068

1965 15058 26907 26292 24292 1577 244Bb 23601 16435 19007 25560 28122 26122
1344 16906 26842 27263 27263 1730 23975 24585 18434 21440 26500 26977 26977
1967 19629 27938 28234 28234 tals 24717 25569 21443 24673 27431 21832 27832
1948 21092 28648 29205 29205 1965 25775 26353 23057 26550 28167 28407 28687
1969 22165 29040 30176 3017 2444 27462 27537 24607 28625 ZBSB0 29542 29542
1970 2286 31497 U147 31147 2860 29390 28521 25721 30698 31600 30397 30397
1971 22893 33078 32118 32118 3098 29330 29503 25984 29622 32194 31252 31252
1972 23291 34494 33089 33009 3413 31288 30489 26704 31480 32833 32107 32107
1973 25197 34694 34060 34060 3932 39 31473 29129 34061 33708 32962 32942
1974 20934 34033 39031 35034 4957 31050 32457 33491 3gB74 32987 33817 338L7
1975 28749 35176 36002 36002 473 3289 33441 34222 40321 33873 34472 34672
1976 20177 36B04 36973 IL9TI 5530 34444 34425 33707 39950 35309 33527 35527
19 27219 38191 37944 37944 5714 33366 35409 32933 J94k6 3G42 36382 J03B2
1978 27448 3645t 36564 37090 5910 33557 39571 33358 40167 35279 35223 3b303
1979 20431 31302 T4 32 6307 35840 34168 35758 43336 35990 3944k 3150
1980 3817 36704 36930 37182 6503 34315 36765 38320 47676 35106 35669 35997
1981 32119 36877 IMT 37198 b783 37017 37362 38904 47534 35626 35692 33844
1982 A 36789 31296 37234 6331 38071 37959 38105 45707 358B6  3b1iD 35691
1983 29244 38002 37479 37270 5170 39875 38936 33014 42093 34800 36338 3553
1904 29107 3B038 38379 3730 5979 40202 39153 35084 42282 36453 36795 35385
1985 28832 39735 30103 IN342 6383  3BB4Y 39730 I 43330 34936 36212 39232
1988 30128 37944 37827 31318 9698 39491 40347 35824 45489 35854 33629 35079
1987 34683 36043 J75M Inal4 34583 £6356 34403  3504b 3492
1980 J6032 37318 215 37430 345032 49401 33420 34483 3473
1489 37757 37202 36999 3748k 375 51018 34232 33880 34620
1990 39150 36879 6723 37522 } 39150 32490 33829 33297 34447

Source; Statistics Canada.

fiverage coapensation per employee has been computed by dividing
total eaployment costs by the nuaber of eaployees.

t Data are for the periods 1945-1977, 1978-1983, 1984-1990
$1Data are for the periods 1945-1977, 1978-1990



TRBLE 11.4 (Cont})

AIR CANADA

CANADIAN/CAIL

YEAR EMPLOYHENT PREDICTIVE  REAL  PREDICTIVE  EMPLOYMENT PREDICTIVE REAL  PREBICTIVE
TREND  EARNINGS TRENDS 4% TREND  EARMINGS TRENDS #¢

1950 1195 24178 2483 22665

1961 11731 244504 2704 23397

1952 11917 24702 2537 24010

1963 11587 20687 2638 25107

1964 11634 26849 2634 25418

1963 12253 137835 27249 24833 26833 2805 3012 25412 24027 24027
1954 13718 14362 27218 27825 27823 3188 3404 25214 25001 25001
1967 15823 1513% 20525 28617 28817 3808 37% 25482 25975 29979
1968 16791 13816 29348 29809 2980% 4301 4188 25913 25949 26949
1969 17337 16493 29530 30801 30801 4826 4380 27217 27923 2193
1970 17688 17170 32603 31793 34793 373 1972 28590 28897 28897
1911 17507 17847 33834 32785 32785 3386 334 30624 29871 29471
1972 17830 18524 35395 33777 33177 sl 5756 31548 30845 30845
973 19512 19201 35458 34769 34769 3685 6148 32069 31819 31819
1974 21328 19878 34920 35761 3576l 7208 6540 31409 32793 32793
1975 21053 20559 36195 36753 38753 7694 6932 32387 33767 33747
1976 20840 21232 37375 37745 3TTAS 7337 7324 35183 JA7At 34Tl
1977 20364 21909 38522 38737 38797 6855 M6 37203 39719 39S
1978 20459 21884 36590 34783 37014 6989 5831 3603% 35925 3e409
1979 21978 21913 37625 37052 37209 1573 6343 36370 35094 36273
1980 23318 21942 37185 37321 37404 8501 7235 35380 35863 36137
1981 23199 21971 37261 37590 37599 8920 7967 35875 35832 34001
1982 22943 22000 37602 3785% 37794 a3l B67? 34673 35B0L 35049
1983 21287 22029 38471 38128 37969 7957 9391 36746 35770 39729
1984 21552 22038 JBs42 30556 30184 7559 10103 36317 36898 35593
1985 21086 22087 39956 38640 30379 1746 10813 35483 36389 35457
1985 21743 2211k 38392 38724 38574 8385 11527 36783 Joee0 35321
1987 21644 22145 37484 30B0B 38749 13039 12239 35784 35371 351835
1988 22047 22174 38309 38892 30964 13983 12958 35901 34862 35049
1989 22673 22203 38367 38976 39139 15082 13663 35848 34353 34913
1990 22340 22232 40316 37060 3934 16810 14375 31888 33844 3A777




TABLE 11.5

Regression reselts of the two equations relating esployeent to years for the
the periods 1965-77 and 1978-99 for the Maticnal carriers

AIR CANRDA CAIL
1963-7 1978-90 1965-77 1978-90
Constant n. 13784 210883 3012 5831
{994) {902) {434) 1962)
Year n.b77 29 391 "2
(73} (6b) (33 (145)
R Squared .88% 017 924 685
TRBLE I1.4

Regression results of the thrze equations relating real average earnings to year for the periods
194577, 1978-83, 1984-90 for the National carriers

AIR CANADA CANRDIAN
196577 1978-83 1984-90 1965-77 1978-83 1984-90

Constant $26833 $36783 438555 $24027 $35928 $30897

(879) {410) (1134) {1008) {820) {1284}

Year $ 991 $ 268 $ 84 $ 973 $ =30 $ ~508

{635) (98) 214) (74) (198) {242)

R Squared 995 2852 030 939 006 A7
/Fl;k
TABLE II.7 B

Regression results ef the two equations relating indexes of labour output and enit labour costs
te year for the periods 1965-77 and 1978-90 for the Mational carriers.,

LABOUR QUTPUT

UNIT LABOUR COSTS

AR CANADA EAIL AIR CANADA CAIL
1965-77  1978-90  1965-77  1978-90  196§-77  1978-90  1965-77  1978-%0
Constant 454 .502 569 935 1,35 1,03 1.02 £.05
{.013) {.04}) (.037) (.090) (.00} (.038) (.07) {+059)
Year 039 +003 .028 038 - .038 .004 - 002 - .028
(.001) {.003) (.0028)  (.006) (,0037)  (.002) {.0058)  {.004)
R Squared 390 100 .8e8 123 905 HL7 .011 95




TABLE 11,

CARADIAN

EMFLOYNENT AND AVERRBE REAL EARNIRSS

g
IRDUSTRY

SELECTED LAEOUR GROUPS

FLIGHT ATTENDRNTE

PILDTS
at CP/CAIL M#JBR SECTOR ENDUSTRY AL CP/CRIL RAJBR SECTOR INBUSTRY
YEAR
REAL REAL TOTAL REAL TBTAL REAL REAL T07AL TOTAL

EXPLOYNENT NAGES EMPLOYMENT WAGES EMPLOYMENT WAGES ENPLOYNENT ENPLOYMENT WAGES EMPLOYMEWT WNREES EMPLOYNENT WRGES EMPLOYMENT
1964 605 &£2685 281 8257 905 2658 1022 132 22130 252 1827h 984 21143 1670
1985 650 54989 226 50087 876 57788 1102 807 22078 218 22 1085 23009 1183
1968 802 38613 267 586 1087 38631 1315 1050 20081 312 25607 13712 21340 1482
1967 103t 355383 325 e 1336 58224 1613 1399 21203 385 23277 1783 22081 1905
1968 1156 £0144 I M2 1530 38794 1811 1576 22833 448 2905 2020 23320 2715
1959 1134 51546 370 4595E 1504 E2431 1882 1519 22827 95 26071 2154 23539 2440
1970 1118 70338 83 6B3S 1501 &9E20 1858 17 28177 400  2533% 2350 28281 2651
1571 1105 73871 382 15103 1467  7E93E 1885 1987 25475 £ss 0732 2643 27N 2957
1§72 1119 BOLI&Y 408 75914 1527 79033 2024 2251 2188 597 2871k 2338 27507 3285
1573 12132 52443 458 75000 1885  E04H4 2263 251 2734 b0 2730< 184 2753 3832
15974 1337 78312 e TIAIZ 1981 79TLe 2613 293% 26830 783 28237 3TE 270e £325
19715 1518 77290 582 73505 2093 78905 2817 279 28708 BEs 29055 3&77 28751 4438
1578 1512 75844 33t 62738 2088 71697 2785 2840 30348 391 32222 ST3 3032 §484
1577 1489 78177 528 B3M0 2017 THMR2 2782 2883 Jie42 B3Z  3IiE 3498 3i7s 2301
1578 1552 758750 32 TE2Z% 002 755 PaLY: 780 29380 £37 2872 I 306 A&h3
197% 155 790 9E¢  8537E IHF BT 3687 2958 3002 928 51245 Jage  30I5% 4728
1580 1879 75774 838 Ba48y M7 TN 3284 3259 29817 1113 30580 2352 T 5177
1981 188 77315 BEE  BiSet 2585 79212 3310 3200 2974 115 333 435 J08es 5293
1§82 1857 77247 &35 8RO I 9024 k1L 3108 30074 1185 3020 139 3029 5192
1983 1520 7485% ECV I i L LR L 331 3023 3BFF 3073 1145 33527 ez SR 4807
1834 178s 77422 7k 93304 [0S B0 2943 2830 31048 1155 3297% LU b 4899
1335 1787 85700 323 o7 2232 B il 24537 33 1138 3310 s 3NH 4500
196E 1732 €107 304 58045 2336 ERSiL Kt 00 29517 1248 3129 247 3M 5111
1987 1715 EB2355 TE} FhRe: I8 BITOE 2E78 2932 2884E 1958 29455 4983 78872 4E23
1388 1733 B340% 133 EWIE /ey BTN 2888 3018 29377 kTR RS T2T 29LN8 5282
1589 1755 B2Z30 1227 9348 2B BT 9E2 4B ZeEE2 M3 e S35 28520 5951
1930 175 B8 3383 I 136 so28e 3138 LEYR L 10 29 £757 Eil 8277




TAELE 1,

9 {Cont.}

MRINTENRNCE LABIR

&IECRAFT & TRAFFIL SERVICINE

OTHER FERSOMNEL

[ EP/CAIL RAJOR SECTOR INDUSTRY AL LPIEAIL NRJOR SECTOR INBUSTRY =i CP/LAIL MAJORE
YEAR,
EEAL RERL TOTAL TOTAL RERL REAL TOTAL TOTAL REAL RIAL T0TAL

EMPEOYMENT WAGES EMPLOYMENT WASES EMPLOVSENT WAGES EMPLOYMEWT EMPLOYWENT WABES EMPLOYMENT WRGES EMPLOYMENT WASES EMPLOYNENT EMPLOYMENT NMASES EMPLOYNENT WAGES ENFLOYMENT
- 1964 7539 25542 EXL ) b 0% 25139 Jbd4 818 23874 s 20730 4720 2330 3094 3799 2902 &77 18885 475
198% 2681 2621t 341 23807 3222 25807 3801 412k 2383 920 20849 5045 2327% 5445 3921 25440 728 19279 4549
15856 2823 25689 393 236831 3416 253k 4034 a1 235 1036 20427 773 232N 4206 A28 2847% B4 192N 5089
1957 30711 28580 b6 25298 J7ar Z19EB 1367 42 24508 136 20588 5938 23893 TALk 459% 28090 984 19941 3583
1948 I 28070 "3 28787 4179 276842 4845 5773 25305 1592 A5 7365 24407 7858 4758 23568 1028 20035 5786
1989 336 22710 766 28813 4121 2977 4859 8058 25514 1648 22220 79058 24744 B3te 005 29148 1199 20009 208
1970 3210 30772 837 29554 4097 30de8 4893 6361 28371 1763 2333 Bt24 27319 B636 140 3120 1382 23185 5522
9m U NI 1053 32784 4187 32004 5007 054 29838 103 24419 7187 289Gk 7957 5121 2407 2107 2NN 7234
1972 3068 34121 1058 33028 §122 3384 4371 8223 3125 1248 25980 7874 30549 B305 5051 3 2066 24814 nt?
1573 3243 34941 732 339 s M7 £920 8929 30928 1340 27419 8249 103159 9413 Sty 33026 2 1) I/ T, 7677
1974 3458 33819 1207 33784 4575 3381t 3795 TABE 30830 1751 14 9232 30037 10722 3715 337%¢ 2821 L ¥l £73%
1975 3332 J4b47 e 32374 LI E 34057 5705 7531 31213 1932 2778% §383 0504 10995 h3:03] 35074 3037 2218 B3ITE
1976 3202 34457 1M 33909 8336 3592% 5572 498 32334 1B3E 31494 9346 32207 11032 9655 34540 821 78315 §48%
1977 3034 35513 1130 34454 L3 35682 3400 7455 32794 1632 32859 9282 67 11087 5887 38357 2451 32943 8038
1978 2982 35215 1125 33847 111 TAESS 337 %% 31950 1937 31883 832 31968 11459 HH 3N 43 J192% 7850
1979 3240 39782 1891 34914 4931 30085 8172 g0y 31382 M4 L3 11239 31447 13302 5782 37 1149 29300 5901
1980 3636 34623 1916 3434 3552 34459 8710 B526 32304 3809 2983 12135 3157% 14413 5870 3n045 1138 2073 1008
1981 J670  3374B 23 373 3708 J3EE3 002 Be7t 31915 3199 30079 12270 3347 144746 5800 Jei2¢ 115 30759 L9869
1982 3&06 RT3 1975 33360 53t J3ET9 £835 8298 32231 3919 25198 12147 30950 1£336 5394 3&h08 1122 50094 7015
1983 3198 38545 1718 35377 e 3RS0 8108 7 33208 3473 W 11257 3138 13199 3422 31098 983 I8 &40%
1964 3346 37017 1388 34933 493t 35345 8221 7980 I3609 335t 29987 1131 32542 13140 §407 34379 B¥: 32503 8303
1995 372 36854 1567 34418 S03%  JR1SE £300 794% 35288 U 29405 a0l 32803 13348 YT bR 592 372 £2719
1964 3331 3439% 1676 35418 067 35047 5595 8217 32483 3839 2991% 11858 31834 1382 i I L 1125 32395 8324
1587 3z IR/ 1948 37330 9260 358%1 5240 B3l WG 972 Ml 17988 30245 12788 5205  Je37¢ 1BLG 28457 7045
1988 3348 JTES 2286 32753 35¢¢ 38352 538t B33t 32161 4330 25135 12942 29819 12954 5191 37078 209% I017E 12e7
1989 3429 Jb4ZR 2000 331 43 984G 543¢ B389l I 308  2255¢ 13876 7354t 13570 37 3EI 2349 3475 7595
1990 399 3B 3430 35982 H2¢ 35982 023 B&0Z 31834 838 3348 14971 78219 14991 5100  4534% 205 271319 71355

Spurces Statistics Canada



TABLE 11.9
CAHADIAK SCHEQULED INDUSTRY
FREDICTIVE TREWDS IN
ENPLOYHEMT, PRODUCTIVITY AND EARNINGS
BY LABOUR CATEGORIES

PREDICTIVE TRENDS IN ENPLOYMENE

PRODUCTIVITY INDEX0

YEAR HAJOR CARRIERS RIRLINE INDUSTRY HAJOR CARRIERS
PILDTS ' FLT.ATT. HECHANICS AGENTS PILDTS FLT.ATY, HECHANICS AGENTS PILOTS FLILATT, HECHANICS AGENTS
1965 1048 1237 3518 5857 1216 1260 4089 6036 1,606 1.100 2,986  1.923
1964 1138 1484 3859 6179 1355 1552 4230 6507 L673  L.198  2.412  1.HE80
1967 1228 tnl 3739 6501 147 1044 a1 6958 1,697 L2807 .29 L.B14
1368 1318 1938 3819 4823 1833 2136 4512 7409 1576 LJ61 2,103  1.578
1969 1408 2163 3899 1145 17172 2420 4653 7050 1436 1.16% 1925 1590
1970 1498 2392 nn 7447 191t 2120 4794 al .22 1.08%  1.656  1.390
im 15e8 2619 4059 7789 2050 3012 1935 B762 L2} 1,208 L6892
1972 1478 2844 4139 BN 2189 3304 076 213 t.216 1,269 L.604 1,238
1973 1768 3073 219 9433 2328 359 7 9664 .65 1,221 L34 .10
1974 1g58 3300 4299 8735 2457 Jage 5358 10113 L1 . LIS LI
1975 1948 w2 an 9077 2606 4180 9y 105hh LA 10097 L7 1043
1974 2038 31 4159 9399 2745 M7 3640 11017 £005 A3 L1137 L.0W9
-1977 2129 3981 539 721 20894 4764 5781 11448 1,076 1.002 1.085  1.03%
1978 U3 3497 29 10533 3048 4578 6313 13147 1.000 1,000  l.000  1.000
197¢% 21%5 3647 826 10792 3059 4605 §287 13218 Lot 0979 L1085 1.083
1980 2261 3937 4923 11051 3050 74 6261 13249 1,09 1,052 1.175 1,083
1981 2326 4007 5020 11310 3041 4852 5230 13320 1.108 1,055 1,209 1107
1982 231 an 317 11569 3032 4950 6209 1331 LUy Lo LaAr 1A%
1983 2436 4347 9214 1iB28 3023 3039 6183 13422 1.150  1.086  1.15%6  1.128
1904 2521 §517 B 12087 3014 5§24 5157 173 1.038 1,006 1.086  1.060
1985 258t 4607 08 1234b 3005 3214 613 139 0.962  0.042 1,034  0.99
1986 2631 4857 W05 12609 29% 5302 b10% 13573 0.977  0.991 L0238 1.032
1987 271b Wz 5602 12864 29497 5390 8079 13826 L6 1,035 0975 0910
1988 271 5197 5699 13123 2978 a8 6083 13617 0.9 0995 0,921 0914
1989 2085 5367 a9 13382 2989 5566 6027 13728 0.882 0,983  0.785  0.041
1990 291§ 5537 993 1364 29460 3654 a001 13119 0.9 1,050 1.030  0.935

¥ Productivity refers to employees per unit of output (ASH),



TRELE 11.9 (Cont.)

PREDICTIVE TRENDS IN WAGES

PILOTS FLIGHT ATTENDANTS  MAINTENANCE/OVERHAUL  AIRCRAFT SERVICING
YEAR AC CP/CAIL MAJOR  AC  CP/CAIL MAJOR  AC  CP/CAIL HAJOR AL CP/CAIL MAJOR
1965 56823 55744 56544 20333 244B6 21345 25748 24300 25532 23512 1BB9Z 22617
1956 59008 58058 GE761 2122t 25231 22153 26481 25273 26479 24340 19934 23492
1967 43193 50372 60978 22109 25776 22961 27644 26246 27426 25178 20976 243E7
1948 63378 62686 3195 22997 26321 23767 28607 27219 28373 26011 22018 25242
1969 45563 45000 65412  238B5 24Be6 24577 29570 28192 29329 26844 23060 26117
1970 67748 47314 47629 24773 27411 25385 30533 29160 30267 27677 24102 26992
1971 £9933 69628 69846 25661 27956 76193 31496 30138 31214 2810 25144 27847
1972 72018 71942 72067 26549 28501 2700t 32459 3illl 32t8l 29343 26186 28742
1973 74303 74256 74280 27437 29046 27809 33422 32084 33108 30476 27228 29817
1974 76488 70570 76497 28325 29591 7817 34385 3IF0V7 34055 31009 20270 30492
1975 78673 70884 7B714 293 30136 29425 35348 34030 33002  3iB42 29312 31347
1976 00858 081198 8093% 30101 30681 30233 36311 35003 35949 32679 30354 32242
1977 83043 83512 B34 30989 31226 31041 37224 35996 36896 33508 31396 3347
1970 74513 B2644 76201 30582 32780 1034 GG 34122 35323 32297 32440 32545
1979 75367 Q3769 7433 30428 32571 30902 39043 34204 35%67 32318 TR0 32209
§980 7666F 84894 78615 30274 32342 30770 35950 34286 39411 32339 31080 32033
1981 77735 BA019 79797 30120 32153 30638 3987 43eB INASH 32360 30390 37N
1992 70807 67144 80979 29966 31944 30506 36024 34450 35499 3238% 29700 3152l
1983 79883 89269 821l 29812 31735 30374 3b0bl 34332 33543 32402 23010 31285
1984 80957 89394 BII4T 29659 31326 30242 36098 34bi4 33587 32423 28320 31009
1983 62031 90519 84525 29504 31317 30110 36135 J46%h 33631 32444 27430 30753
1986 83105 91644 B5707 29350 31108 29978 36172 34778 35ATS 32455 24940 30497
1987 84179 92769 B86BBY  291%¢ 30899 29846 35209 4880 3I57LT 32486 26250 30241
1988 83253 93894 88071 29042 30680 29784 36245 34942 35763 32507 25560 29985
1989 86327 95019 B9253 28688 30481 29382 36283 35024 35807 325728 24879 29729
1990 87401 96144 90435 20734 30272 29450 36320 35106 3IGBHL 32549 24180 29473

Kote: The regression results of the wage equations generating these trends for Air Canada

and Canadian are found in Table i}.10



TABLE 11,10

Regression results of the two equations relating average real earnings to year for
each labour group in the two Mational carriers.

PILOTS FLIGHT ATTENDANTS
1965~ =17 1978-8-90 1963- -77 1978-8-90
iC CAIL AE CAIL Al CAIL iC CAlL
Constant ¢ 56823 $ 35744 § 74013 ¢ 82643 $ 20333 ¢ 24686 4 30581 ¢ 32780

(4870) {4055) (2854) {3877} (10571 {1356) {1396} (1418}
Year § 2184 $ 2314 $ 1074 § 1125 $ 888 $ 349 $- 134 $-208
(381) {300) {212] {287) {78} (106) (163} {105)
R Squared .749 844 699 582 321 728 167 2b4
NAINTEXANCE/OVERHAUL TICKETING/SALES
1965- -71 1978-8-90 1965- -1 1978-8-90
AC CAIL At CAIL AC TRIL AC CALL
Constant ¢ 28718 ¢ 24300 ¢ 33876 & 34122 $ 23512 ¢ 18891 ¢ 32296 32440
(1068) (1483] {1621) {1258) (975} (1089} {975 (1622)
Yezr § 363 $ 973 $ 37 § 681 $ 833 $ 1042 $20 $- 6@?
{79) (108) (120) {93) (72) (80} (63} {120y
R Squared .93t .680 009 085 924 938 010 730




TABLE 1,14
EANADA-SELECTED INDUSTRIES

EMPLOYNENT AND AVERABE EARNINGS

EMPLOYMENT
AIR HRJCR HANUFACTURING LAND TRANSPORTATION
YEAR INDUSTRY INDEX PREDICTIVE AIR  INDEX PREDICTIVE INDUSTRY INDEX PREDICTIVE COMMUN. INDEX PREDICTIVE
TREND  SECTOR TREND TREND  UTILITIES TREND

1960 17080 ¢.425 13878 0,505 1265 0,647

1961 17638 0.440 14435 0.526 1353 0.492

1962 17806 0.443 14454 0,527 1396 0.711

1963 17575 0.430 14225 0.3t8 1420 0.72%

1964 17757 0.442 14268 0.529 1491 0.762

1965 19007 0.473 0.507 13058 0.549 0.612 1570 0.803 0.843

1966 21440 ¢.534 0.547 186906 0.6i% 0.651  l&4h 0.842 0,829

1967 24673 0,644 0,387 19629 0.715 0,690 1653 0.845 0.84%

1968 26350 ¢,6b1 0.627 21092 0.748 0.729 1442 0.8%9 0.851

1969 28625 0.713 0,667 22163 0.807 0.768 1675 0.836 0.877

1970 30698 0.764 0.707 22861 0.833 0.007 1768 0.904 0.893  &67302 0.8L5 0.819
1971 29622 0.737 0.747 22893 0.834 0.B46 1746 0,903 0.909 677378 0.827 0.841
1972 31480 0.784 0.787 23291 0.849 0,885 1823 0,932 0.925 702520 0.858 0.863
1973 34081 0,848 0.827 25197 0,918 0.924 1927 0.985 0.941 740939 0.305 0.88%
1974 38874 0.948 0.967 268534 1.040 0.963 1978 1.011 0.957 781 0.919 0,907
1975 A0321 1,004 0.907 2874% 1.047 1,002 1871 0.9%7 0.973 771679 0.942 0.929
1976 399390 0.995 0.947 20177 1.027 1041 1921 ¢.982 0.989 784050 0.950 2.931
1977 39466 0.983 0.987 2721% 0.9%2 1,080  18B8 0.965 1,005 779534 0,952 0.973
1978 40167 1.000 1.047 27448 1.000 1.009 195 1.000 1,022 916833 1.000 1.010
1979 4333 1.079 1,063 294531 1,073 1,036 2074 1,059 1.024 B39664 1.050 1,015
1980 47476 1.187 £.079 31047 L.0H9 1083 2111 1.079 1.026 0838324 1.048 1,020
1981 47534 1.183 1.095 3288% L1190 £,090 2124 1.0Bh 1,027 BAJ4BA 1,055 1.025
1982 45707 1.138 .11 34774 1.4 L4147 1928 0.98a 1,029 B36293 1.021 1,030
1983 42093 1,048 1.127 29244 1,085 £.144 1879 0.%1 1,031 822907 1.005 1,035
1984 42282 1.033 1143 29107 1.060 1471 1954 0999 1.035 809718 0.999 1.040
1985 43330 1,079 1.159 28832 1.050 1,199 1960 1,002 1,035 832670 1.017 1,045
1986 45409 1.132 1.175 30128 1.098 1.225  198% 1.017 1.036 B431L 1,033 1,050
1987 48336 1.154 1,191 34683 1.284 1,252 2018 1.032 1,038 B52444 1.041 1,055
1988 49401 1.230 L.207 37025 1,349 1,279 2104 L.076 1,040 854399 L.0M4 1,060
1989 51072 1.27t 1,228 IN5T 1.37% 1306 2126 1,087 1,042 909928 1.1 £.085
1996 52490 1,307 1,239 39150 1.42% 1,333 898310 1,097 1079

Sourcet Air lndustry and Major Carriers: Statistics Canada
Other Industries: Statistics Canada, Aggregate Productivity Measures,



I TABLE IT,11 ¢Cont.)

REAL AVERAGE WAGES

AIR HAJOR LAND TRANSPORT HANUFACTURING

YEAR INDUSTRY PREDICTIVE  AIR  PREDICTIVE COMMUNICATION PREDICTIVE INDUSTRY  PREDICTIVE
TREND  SECTOR TREND UTILITIES TREND TREND

1961 24144 24218 18029
1962 24508 2485 18583
1963 23102 25977 19059
1964 260468 26344 193417
1963 26560 26212 26907 26292 20062 20006
1944 26500 21067 26842 27263 20613 20441
1967 27431 1922 77938 28234 21038 20076
1948 28167 8777 28448 29205 24772 21311
1949 28580 29632 29040 30476 22364 2LTHb
1970 31400 30487 31677 31147 2173 22229 2H4bb 22181
1w 32194 31342 33078 32118 23125 2296 22283 22618
im 32035 32197 I 33089 21578 23703 22802 23051
1973 33708 J3052 34094 34060 23544 24440 22514 23484
1974 32987 33907 34033 35031 25085 25177 23075 23921
1915 33873 34762 30176 36002 20144 25914 24230 . 24354
1976 35305 35617 35804 36973 2783% 26651 26140 74791
191 36542 36472 38191 37944 27314 27388 25074 23224
1978 35279 36303 36451 37090 20872 21176 25113 24014
1919 339%0 36150 37302 37124 26480 27222 24629 24225
1980 33406 35997 34704 362 26848 27268 24208 2443
1981 30626 39844 36877 37198 27415 27314 24217 24647
1982 35886 35691 36789 37234 21627 27360 24133 24850
1983 36800 33538 30002 3nn 27826 27406 4571 23049
1984 3h653 35385 3803 37306 28835 27452 24646 25280
1985 36934 35232 39795 37342 20294 27498 234 29491
1986 35854 39079 3944 37378 21621 27544 25548 25702
1987 34403 34926 36845 37414 27234 27550 6249 20913
1988 33420 M7y I35 37450 27521 27634 26434 26124
1987 34232 3620 37202 37486 2bb18 27682 26835 26335

1990 33829 34467 36679 37522




‘III'RBLE 11.12

CANADA-RIRLINE INDUSTRY
ACGUISITION & CONNECTOR NETWORK

YEAR craL RIR CANADA PHA YERR  AIR CANADA PNA/CAIL
9 Acquisition of 19856 AIR HOVA(1)
TRANSAIR, 733
1987 AIR NOVA TIME AIR
1979 TRANSAIR 100% AIR ONTARIO(2) CALM AIR
AIR BC{3) ONTARID EXPRESS
1979 Acquisition of LIGNE AERIENNES
NGRDRIR, B85.5% INTER OUEBEE
GUEBEC AR
1982 407 SWIFTAIR AIR ATLANTIC
{cargo airline)
1983 42% TINE AlR 1988 AIR NOVA TIME RIR
AIR ONTARIO CALM AIR
1984 100% EPA & Seld HORDAIR AIR BC ONTARID EXPRESS

RIR NARITIME
1983 24.5% AIR GNTARIO 24.5% AIR ONTARIO

1984 20% AIR ATLANTIC
100% NORDAIR 75% AIR ONTAIO & Sold AIR ONTARID
35% DUEBECAIR  AUSTIN AIR shares
30% HORCANAIR
{Sackatchewan)  100% AIR BC 100% CPAL

1989 HARDAIR

AIR ALLIANCE(4) INTER CANADIEN
RIR TORONTO(S)  AIR ATLANTIC

NHT RIR(T)
1989 as above TINE AIR; CALM AIR
ONTAR1D EXPRESS
INTER CANADIEN{3)
AIR ATLANTIC
FRONTIER AIR
1990 as above TIME AIR; CALM AIR
ONTARID EXPRESS
AIR QUEBEC METRO(4}
AIR ATLANTIC
CANADIAN FRONTIER
1991 RIR NOVA TINE AIR; CALK AIR
{1} AIR ONTARIO ONTARIG EXPRESS(2)
AIR BC INTER CANADIEN(3)

AIR ALLIANCE AIR ATLANTIC
RIR TORONTG(&)  CAMADIAN FROENTIER(2)
NHY AIR AIR TORONTO(&)

Air Canada Connector Hetwork:
{11~ July 1986

{2)- January 1987

{3}- February 1987

.41- February 1968
9)- Commercial Agreesent, no ownership

{6}- Air Toronto assets bought by PHA, July 1991
(7)- Bay 1988

Canadian Connector Network

{1}~ January 199% PWA consolidated its holdings
in its Partners under ong holding company
Canadian Regional Airlines.

{2}- dan.1992, Ontario Exp.,Can.Frontier & Air
Toronto merged to fore Ontaric Express.
{3)- Becane INTAIR, Ended affiliation Oct.1989

{4)- Commercial Agreeaent only,
(5)- PNA brought the turboprops of Intair in
1994, Began service in June 199%,



. TABLE 11.13

CANADIAN CARRIERS
STRIKE ACTIVITY

YEAR PILOTS MECHANICS  CABIN ATTENDANT GROUND PERS.
1963 CALER
PNA: 3210
1954 1AM
AC: 49336
1949 AC:13£120
1971 AC: 12400
1973 ND: 11110 AC:22000
CP: 54080
AC: 14200
1974 AC: 3180
1975 Th: 19970
1976 CALPA AC:14280
ALL: 17000 EPAs 1990
1977 AC: 100
1978 CALPA AC: 58930 Cd: J2days
WD: 250 a8 3710 PNA: 9830
AC:12days

1980 EPAsddays

1981 ob: &40 CALFA
Kb: 2730
1982 ND:15%days
1983 EPA:156days  EPA:l5hdays HB:23days
1984 08:
1983 CPAL:1day AC:4bdays AC:23days
PWA:132days  PWAs132days  PWA:132days

1988 AC:21days

’ Data froa 1963 to 198} refer to person-days lest.

Data after 1981 refer to days lost,



APPENDIX III: LIST OF TABLES

ITI.1

I11.2

ITT.3

111.4

IT11.5

I11.6

I11.7

I11.8

I111.9

AMERICAN, NORTHWEST, AIR CANADA AND CANADIAN AIRLINES
PILOTS AND CO-PILOTS: REAL HOURLY WAGE RATES.

AMERICAN, NORTHWEST, AIR CANADA AND CANADIAN AIRLINES
FLIGHT ATTENDANTS: REAL MONTHLY WAGES,

AMERICAN, NORTHWEST, AIR CANADA AND CANADIAN AIRLINES
MECHANICS: REAL HOURLY WAGE RATES.

AMERICAN, NORTHWEST, AIR CANADA AND CANADIAN AIRLINES
GROUND AGENTS: REAL MONTHLY WAGES.

AMERICAN AND NORTHWEST AIRLINES
PILOTS: HOURS OR WORK AND THE GUARANTEES.

AIR CANADA AND CANADIAN AIRLINES
PILOTS: HOURS OF WORK AND THE GUARANTEES

AMERICAN AND NORTHWEST AIRLINES
FLIGHT ATTENDANTS: HOURS OF WORK AND THE GUARANTEES

AIR CANADA AND CANADIAN AIRLINES
FLIGHT ATTENDANTS: HOURS OF WORK AND THE GUARANTEES

AMERICAN AND NORTHWEST AIRLINES
VARIOUS WORK GROUPS - VACATIONS

11T1.10 AIR CANADA AND EANADIAN AIRLINES

VARIOUS WORK GROUPS - VACATIONS

I1T1.11 AMERICAN AIRLINES:

CAPACITY, TRAFFIC, COSTS, REVENUE

IIT.12 NORTHWEST AIRLINES:

CAPACITY, TRAFFIC, COSTS, REVENUE

I1T1.13 AMERICAN, NORTHWEST, AIR CANADA, CANADIAN AIRLINES:

TRENDS IN AVERAGE REAL EARNINGS



TARLE 11kt

Uz & CANADIAK CARRIERS
PILOTS & CO-PHLOTE
RERL HOURLY WABE RATES

EAPTAIN 2-YERRS 3-YEARS 2-YEARS I-YEARS CAPTAIN CAPTAIR 3-YEARS J-YERRS CAPTAIN CAPTAIR J-YEARS 3-YEARS
B-127s CO-PILBT CO-PILOT OFFIEER CFFICER B-9s B-7121s CO-PILOT DFFICER B-7315 B-7215 C0-PILOT DFFICER

YeAR AR KN A L] AR L1 AR L A& LU AL US$ AL US$ DC-9s B-727s USS B-727s USS CRIL US$ CAIL US$ B-737s B-T21s  USY B-727s USS
1965 146 93 .20 34.90 65,52 40.52 48.83 21.B1 5B.97 24.&b

1966 110 93 52.80 35.66 63.53 41.38 47.3% 22.29 5117 25,19 5 8 36,73

1967 107 95 51.05 35.70 61.55 41.42 45,94 20,77 55.49 .M 91 o 37.18

1958 121 91 G491 3424 6558 39.72 45.42 25.68 99.92 .30 2 37.53

1969 A6 97 G243 4687 G149 53.40 46.92 J7.8% 55.34 4L.48 9 89 .16

1970 11F 307 5371 49010 65,19 5E.59 4634 41,28 58.47 45,49 101 100 2.3

1910 120 13 54.0% 5124 65.54 A1.09 AS.E9 43,04 59.0B £7.83 107 107 45.26

912 116 120 .53 55.37 43,73 E7.07 47,29 4851 52,37 55.EP 116 & 50.64

1973 11k 116 52,97 3513 BL.1E 44,35 47,83 45,83 57,76 5542 1 14 9.9 e 115 120 120 50,04 52.6¢ 52.8% 40.11 40.27
1376 A2 111 5137 S0.BT EZ.I2 AL.BO 4504 4275 3591 5LL3D 117 118 £25 127 51,52 55.63 Sh.14 43,12 43,52 116 117 125 126 5070 .76 55,23 4172 210
1975 113 13 344 SL6T 63,12 &3.51 45,93 43.37 5h.B1 £2L08 105 113 121 120 5149 5449 SRLBS AL9E 45,28 109 108 N9 117 #7.9B 5219 SLW V.76 39.14
197 1S 107 SHME §3.BE E7.0F 6K.99 49.53 45,07 40,33 54.1% 184 113 120 120 S1.21 5443 33.94 41,74 &L.37 12 11 120 HY 45.19 575 SLIE 42,40 .09
1977 122 f2% 5&.9% U5.37 58,78 £7.38 51.22 8,51 £1.50 5E.13 3§02 119 102 50,03 53.41 AE.E2 40,96 3744 1t 102 118 106 49.00 $3.2 4B.6E 41,57 JE.3
1978 123 12} 36.0% S55.79 70.16 &R.13 52,28 45.6F 63,15 5.7 107 90 113 95 47.89 50.B9 42,91 39,03 32.91 151 93 120 102 4543 SL.O4 4304 40.23 332
1978 e 117 5492 53.82 eE.31 £5.6F 45.87 85,21 59.68 SELT4 HI 95 118 101 43,08 5L 43,76 39.20 33.56 132 94 120 103 4B.0B 52,47 44,67 4109 35,08
1930 122 1 §R.9E 5270 e9.BF 64,37 S2.14 &6.31 GBS 534 13 93 119 9% 47.84 5140 43,01 39.42 32.9% 112 93 1 160 4E.10 52.57 43.99 4147 4.&7
198 122 13F OB.42 SR.24 7047 be.1T 50.E3 35058 B0.22 85,18 19 93 117 §8 47.5& 50,51 42.59 IB.PA 34T MS 97 120 101 49,64 SL.9% AT.BI 40.95 W53
1982 128 122 35,83 5h.4 TZLEL 8B.52 52.0% 47.1% A1.85 5.0 109 89 115 94 47.14 45,96 40.67 3633 3L 113 52 M5 94 49.00 50.37 40.%3 39.47 3J2.28
1963 127 150 .70 SR.e0 GLET TRLTE 26,71 0,07 27,91 £l 109 BE Mg %3 &7.1 50,06 40.24 JE.40 0BT M4 92 117 94 AR.51 50,76 A0.EL 40,01 32.1E
1980 33 1M 3035 LAY 3LAE 7495 8.8 51,80 2T.A5 7.4 10 B4 16 BE 47,49 50,2t 3E,04 3E.53 28.17 f11 Bt 113 @6 47.83 4%.04 37.12 3845 A2
1995 122 139 3L.ET ES.1T MLED TTLR ZTLK E3.06 3005 &4 11 8 119 B% 27,95 S5E.82 36,93 39.59 2832 105 7% 1B 77 4542 4.4 3038 367E 2609
1988 123 139 35.4% B3.90 3T.EY TR.RE 2ELIE OBNLAT .85 44,%E 112 BL 119 E5 47,95 51,37 37.20 3E.B) 24034 108 7P 112 BY ME.24 4540 3591 BB LT
1957 120 13 41.52 B1.&7 43,54 73,27 357 5Ll 35.34 £,72 112 8 M6 51 48.37 5537 36.50 359 25.07 167 B3 110 BE 47,10 415 3242 35,21 Z.M
9EE LN I M.EE I3TOMLTI OTLIT NG B4 LY LI32 12 56 a18 99 4E.44 51,82 43,13 3284 7,83 14 65 14,73 4.7 JT.4% IR 29.0W
1935 1% 128 3R.5F 58,27 83,70 T0.4% 31,05 $B.95 .55 3,78 1O 95 117 $61 47.55 SO.9E 44,02 32,40 2793 113 99 45.22 45,22 3505 3564 30,77
1530 110 11§ 3781 35,37 £1.42 BALTE 2340 32,48 WLB4 3E.5% 13 97 A8 102 48,71 SL16 8410 33.24 26.EF 115 99 45,30 43,30 39.0% 35.4% .7




TRELE 1I1.2
FLIGHT ATTENDANTS
REAL MONTHLY SALRRY

US & CANADIAN CARRIERS

TOP SALARY 1-8 YEARS ENTRY SALARY TOP SALARY ENTRY SALARY

YEAR AA KW AR NN AR NN AC US$ CAIL US$ 6 US$ CAIL US
1960 161t 1574

1968 1593 1412 1557 1515 1282 1245 1854 1777 1393 1334

1962 5630 1594 1594 1558 1312 1232 1913 1775 1384 1284

1963 1692 1663 1643 1602 1315 1254 1898 1736 1314 1211

1964 1749 1747 1661 1643 1314 1290 1924 1792 1390 1295

1965 1735 1787 1683 1483 1334 1324 1934 1799 1397 1299

1966 1757 18435 1693 1740 1324 1365 1925 1774 1387 1280

1967 1033 1849 1672 1764 1308 1407 1967 1820 1417 1341

1968 1921 1991 1843 1849 1462 1452 2063 1922 1486 1387

1969 20%% 2116 1985 1952 1430 1346 2090 1949 2187 2038 1507 1404 1580 1473
1970 2062 1994 1955 1834 1407 1418 2216 2194 2190 2189 1600 1584 1504 L5eB
1911 2278 2000 2057 122 1481 1392 2308 2299 2288 2284 166 161 15652 1649
1972 2331 U4 2168 1998 1962 1528 2350 2360 2338 2348 1698 1704 1687 1495
1973 2286 2020 2131 1842 1533 1437 2528 2338 2311 2521 1828 1835 1817 1824
1974 2162 2320 2027 2320 1430 1422 2449 2471 2481 2504 1769 1785 1794 1611
1975 2071 2% 1910 2126 1387 1422 2000 2461 2545 2505 1808 1779 1833 1824
1976 2301 2012 2000 2042 1441 1428 2691 2667 2722 2698 1945 1928 1996 1978
1917 2374 2020 2096 1868 1510 1376 2647 2420 2729 2495 1912 1748 2000 1628
1978 2311 2242 2085 2242 1328 1343 2587 181 N7 2291 1869 1576 2000 1686
1977 2168 2379 1926 2092 1385 1536 2059 2191 2703 23M4 1849 1583 1992 1703
1980 2372 2305 2114 2025 1416 1477 2499 2091 2686 2248 1807 1512 1979 1456
1981 2427 2209 2150 1938 1441 1489 2596 2139 2657 2240 1948 1558 1958 1651
1982 2506 2426 2206 2132 1480 1557 2522 2052 2644 2134 1623 1483 1921 1363
1983 263% 2583 N2 21 998 1637 2514 2021 2641 U3 1617 1461 1919 1342
1984 2609 2552 2300 2248 957 1113 2475 1874 2602 1979 1789 1334 1891 i3l
1983 2611 2610 2359 2319 924 1109 2853 1755 2571 1839 1486 1034 1406 1006
1986 2623 2630 2370 2344 207 Uw 273 1118 2532 1833 1398 1042 1350 978
1987 2532 2544 1840 2263 1114 1089 2354 1811 2852 1886 1387 1067 1315 1012
1988 2431 2445 1766 2172 1112 102 234 1973 2448 2052 1387 1162 1332 1117
1989 2319 2332 1685 2073 1061 979 2339 2020 2431 2099 1379 1190 1342 1159
1990 2242 2237 1614 1988 1018 99 2334 2012 2447 2083 1375 1185 1353 1lbb

Source: Carriers' contract data.
Salary based on 75 hours per month,



TABLE !11.3
HECHANLES

REAL HOURLY WABE RATES
US & CANADIAN CARRIERS

TOP HOURLY RATES  2/5 YEARS ENTRY RATES
YEAR  AA W AR NN fC aC  CAIL CALL #A NN Ac At CAIL CALL
Can.$ U5 $ Can.,$ US $ Can.$ US$ Can.$ US S

1961 11,39 11,36 11,05 10,59 10,66 10.54 10,21 9.79

1962 11.59 11.54 11,32 10,50 10.87 10,76 10,50 9.74

1963 11.83 11.8% 11.42 10,57 11,10 11.08 10,57 9.78

1964 12,12 12,04 11,75 10.94 11.47 10.48 11,42 11,24 10,92 10.16 10,96 9.83
1965 12.33 12.2% 11.95 i1.41 11,83 11.00 11.66 11,50 11.09 10,32 11.28 10,50
1966 12,47 12.50 12,22 11,27 12,07 11.43 11.8¢ 11,72 11,208 10.40 11.13 10.27
1967 12,89 12.75 13,48 12,47 1333 12.33 12,23 11,93 12,07 §Ll.16 11,96 11.06
1960 13.52 12.64 13.66 12,73 13.39 12.66 12.87 12,10 12,26 11.43 12,20 11.37
1959 13.94 15.76 14,5 13,50 14,50 13.51 13.26 15,13 12,93 12,05 12,93 12.0%
1970 15.94 16.16 14.94 14,79 15,00 14.85 13.66 15,49 13.26 13.13 3.3 13.25
1971 15,49 16,54 15.77 15.74 15,77 1574 14,73 15.82 13.B% 13.B6 14.04 14,02
1972 16,59 16,27 16.35 16.41 16,26 16.32 15.79 15.59 14,20 14.34 14,22 14.28
1973 16,54 17.04 16.42 16,48 16,47 16,33 £5.75 16,37 14,22 14,28 14,14 14,20
1974 16,09 17.448 16,02 16,16 15.86 16,01 15,31 17,07 13.86 13.99 . 13.81 13.93
1975 16,09 15.95 15,16 14,92 15,38 15.M4 15.17 16,36 12.96 12,76 ,12.8% 12.45
1976 16,844 16,20 15.47 13,34 15.79 15.85 15.66 15,50 13.16 13.04 '13.26 13.14
1977 16,98 1h.42 15,19 13.80 15,22 14.82 £5.02 15,43 12,88 11,78 13.94 12.M4
1978 17.08 16.94 14,69 12,38 16,73 14.10 16,31 16,22 12.4% 10,53 14.51 12.23
1979 16.47 16,96 14.82 12,69 lé6.64 14.2% 15,72 £6,25 12,4 10.79 14,39 12.32
1980 16,22 15.89 17.66 14,78 17.37 1453 15.% 15,21 12,79 10,70 15.00 12.55
198 15.85 15,54 17.72 13,94 17.56 14,81 15.15 14,88 12.48 10,52 15.15 12.70
1982 16,501 16.59 17.70 14,41 17.60 14,32 15.88 15.89 14.64 11,91 15.20 12.37
1985 17.71 17.50 13.42 18,17 14,61 18.00 14,47 £1,44 16,77 15.69 12.62 15.%6 12.51
1984 18.06 17.72 12.87 18,32 13.87 17.64 13,35 £0.97 16.97 15,82 11,98 15.26 11,59
1985 18,22 17.2% 12.42 13.83 17.09 12.23 17.4f 12.4% 10,59 12.47 14,76 10,56 15.0% 10.77
1985 17.89 17.595 12,20 13.94 16,76 12,14 17.05 12,35 10.40 12.57 14.47 10,48 14.74 10.87
1987 17.27 17.82 11,70 13.99 16,81 12,93 1&.B6 12.97 10,04 12,62 14.5t 11.16 14,56 1L.20
1988 17,27 17.%2 11.78 3.9t 16,8 14,09 17.28 14,49 10,08 12,28 14,51 12,16 14,9 12.54
1989 17.07 17.24 11.80 13.49 16,73 14,43 §7.22 1A.87 10,13 11,96 14.45 12.48 14,89 12.85
1990 16,69 16.93 11,55 13.45 16,84 14,51 £7.22 14,85 9.9 1L.75 14,54 12.54 14,92 12.8%

Source: data abtained from collective bargaining agreements



TABLE I11.4

GROUND ABENTS

REAL MONTHLY SALARY
US & CANRDIAN CARRIERS

TOP NONTHLY SALARY

ENTRY HONTHLY SALARY

YERR AR NN MM AE AL CAIL EAIL KW AC  AE CAIL CAIL
Average 5¥rs  Can.$ US$ Can. LSH Can,$ US$ Can.$ USH
1961 1564 1516 1407 1762 1689 1724 1653 136 1042 999 1033 9%
1962 1609 1518 142t 1806 1675 1736 1610 1174 1066 989 1041 964
1983 1659 1577 1473 1813 1677 1780 1628 1208 1073 993 1057 978
1964 1700 1580 1523 1845 1718 1765 1443 1208 1692 1016 1056 983
1965 1720 1606 1592 1852 1723 1809 1483 1230 1093 1017 1085 1010
1966 1IN 1598 1553 1872 1727 1793 1654 1223 1105 1020 1075 992
197 1803 1675 1530 1938 1793 181 113 1305 1145 1059 1112 1029
1968 1824 1733 1561 1990 1854 1915 1784 1352 1185 1104 1150 1072
1969 1919 1848 1540 2083 1942 1943 iBlt 1430 1250 1165 1157 1078
1970 2014 1997 1788 UTL 2149 2026 2006 1534 1294 1201 1210 1%
1971 2078 2132 1864 2200 2284 2013 2009 1548 1357 1355 1270 1267
1972 2294 2781 2008 2404 2414 2207 2213 1630 1395 1401 1362 1348
1973 2148 2306 2032 2394 2404 2278 2207 704 1397 1403 1325 1330
1974 2153 2189 1929 2364 2387 2253 2274 tst8 1401 1414 1326 1338
1975 2222 2145 1890 2215 2180 2106 2073 1585 1310 1289 1244 1225
1976 2229 2241 1964 2232 2212 W 207 1534 1324 1312 126 1250
1977 2286 2288 1983 %95 2372 2460 2249 1620 1526 1395 13% 1276
1978 2346 2292 1989 2589 2183 2504 212 141 1467 1237 1415 1193
1979 2332 2298 1948 2561 2192 2528 2164 154 1452 1244 1428 1222
1980 2263 2237 1914 2540 2126 2408 2015 1500 1438 1203 1363 114l
1981 2344 2187 1873 2534 2136 2233 1883 1467 1428 1204 1265 1069
1962 2315 2265 1934 2328 2057 2430 1917 1507 1423 1158 1369 1114
1983 2384 2342 2004 2584 2077 2360 1897 1549 1450 1165 1330 1049
1984 2364 2455 2058 2475 1974 2470 1870 576 1389 1050 1392 1054
1985 2147 2476 1M1 U1 1718 2893 112 1367 £122 802 1118 800
1986 1969 2528 1754 2420 1752 2373 1718 1554 1117 809 1109 803
1987 1837 2538 1742 2458 1891 2374 1826 1464 1126 Bh6 1109 853
1980 1796 2522 144t 2389 2002 2403 2015 1470 toes 917 1122 94
1989 1607 2455 1408 2319 2054 2390 2044 143 1087 939 1117 964
1990 1373 2367 1547 2355 2029 2394 2044 1379 1075 927 1119 94%

Source: Data obtained froa collective bargaining agreements.,



TRRLE 111.3
PILBTS
HOUES OF WORK & BUARANTEES

NORTHWEST AIRLINES AMERICAX AIRLINES
YEAR MM RAXINUM  DAELY  SCHED,  MINUMDM MININUM bP6 THS YEAR #M6  MALIMEM  DAILY GCHED. NINIMIM  MINIMUM  £FG THS
HRS H2S  DN-DUTY TIEE REST  DAHLY RATHD RATID HRS  MONTHLY ON-DUTY TIRE REST DAILY  RATIO  RATID
LINITS TIRE  LREDITS HRS  LINIIS TIRE  CREBITS
1950 b0Hrs  85Hrs . 15 Hrs 9Hrs AEHs 1/2.30Hs 114 Krs 1980 b0Hrs  B5Hrs 1471%rs BHrs Nin:JHrs 174 Hrs
104re Hax:BHrs
1964 14714 Hrst
1946-87  T0Hrs  BSHrs 14715 Hrs 1/2.25Hrs881  173.45818 1943 4460 86-75 1330714 §Hrs 172 4rs 173,30

11 Hrs: 13-0511
1967 tolrs  ToHre

1969 14115 Hrs B.15 Hre 112 Hrs 113.4%
1910 bBirs  B2,30 13.30/14: 0515 1970 £2.40  ToHrs 13.30/1%
1N 15-05 4 Hre 12/13Hre:  23-05 £.30
1973 bdire M
1973 &3rs  TlHrs ji7y} 12,3014
1875 13/14krs: 0512 4.154rs 112 Hrs 173, 30krs 157% Flez TeHre 12,30/14: (&-1B 173.45
12/13rs: 12-47 111132 1E-21
11/126rs:  17-05 10732:  21-05t
15717-18 1/2 Hrs  04-22 1/3.3kHrs
1983 Flexr 75-B0 § Hrs 1145 22-04 1582 Fles Fest
1533 Fler 78,30-B0 teripds 33
1989 484rs §0-52.30 13/04Hrs:’ 0522  § Mre 143,27Hrs
12/130rs:  22-0% 1987 £.45 1145 1145
14115452 & Hre
3 If a duty peripd is trotes by at least 5 hours rest or
1 I schedaled between 13-04, eax 13 Hrs, caless it rontains § boors twice the nusber of hoers of duty aloft, then the
sleeping atcoeodation at airpert. $2.30 hours schedule applies.

3t Dnless 2 minimun rest of § hours is schedgled. 11 [ece than E Hrs flightisched,10/5.39 bre-reduced 10Frs
182 Up to 13 boors: trip hours/2,30 - Baz. & nesre £-5 ®re flight: scned. rest J0Hrs - reduced Bilrs
Over 15 boerss trip boers/3.45 - Maz. & boors, Fdre pr sora:sched.rest FIRrs - reguzes Skrs



TEELE 1018
PILETS HOURS OF SERYICE
AND BURRANTEES®
RIE. CANRRR CRARRDIANICAIL
YEAR K5 RAY DAILY CHECK-IN  MENIMUM  MININO® bFe HIHRS THE YEAR .5 53] DAILY CHECE-IN  NININUM bPs THE
NONTHLY OX-LETY HORS REST BAILY RATID  DEPARTURE RATID RONTIRY ON-DUTY HmS BEST RATID RATID
Lnis LNTS TINE CREDITS A1 LA TiE
1950 60 Hrs B3 Hrs  Sthed.:1% Hrs Airp.:8 Hrs Mrszfit.Tise Ratio:1/4 Hrs 1971 &b Hrs 60 Hrs
Bownt:10Hrs §- 8Hrs: JHrs
Hose :10Hrs B-12 : #Hrs 1573 82 Hrs 75 Hrs  Sched.:14 Hrst
12 fiver: Sirs Sched,s18 Hrs 22-05 L7 :9 Hrs 4 Hrs Ratie 1/2Hrs Ratio 1/4Hrs
1953 3 Hrs Maz.:l6808 Hone:10Hrs
1945 &0 Hrs B3 Hrs  Sched.:)8 Hrs 6 Ratio 1/2Mrs Ratio:1/4 Hrs
Sched.:13 Hrs 23-24 Ninia.:4Hrst 1980~-B3 52/67 757808t D/H Hose:l1dlirs
Sched.:12 Hrs 24-05
1966 &5 KHrs 85 Hrs
1967 &7 Hrs 85 Hrs 1384-85 2761 T5/BM  Gotside Hoses
1988 8B trs B3 Hrs  Sched.:l4 Hre Airp.:9 Hrs 3.30 Hrs Sched.:12 Hrs  22-05
Sched.:12 Hrs 23-0%
DIH layover:ié 1988 15C 75160 B-737/B-167 L/0:1birs
DiH Hose:18lirs Sched.:12 Hrs+ 23-05  Nin.: FHrsed
1969 &9 brs 85 Hrs 4 Hrs Hoae:12Hre
1970 70 Hrs 83 Hrs BE-16: Hoas dep.Bin.:10Hrs
1971 69766 B2,3/680 A1) D/H:itHrs Sched.:13 Hrs 2021
Sthed.:12 Hrs 21-22
1973 E2 Hrs 15 Hrs  Sched.:ld Hrs 480 Sched.:1t Hrs 22-05
Sched.:1} Hrs 22-0% Extra hour added for
1978 Sched.:12 Hrs 19-2201 cutside ‘hoae” dep.
1978 A2M6T 13780188 Ratio 173,30 1990 BSC 7518 B-T3NIE-TH7
1980 Sched.:10 Hrs 22-05 DC9: 4.45 Ratio £/1.45; Hrsy22-0% A-310/-320
B-T47-400
1983-84 mn Mas.: 14 Hrs
1983-87 &2FHT 755808 Sched.:12 Hrs 23-65
1989 44.30Hrs 78/80Hrs Sched. :12/14Hrs05-14+4+

8 & minisus of 4 Hrs per perind, applies in schedules

when exceed 14 duty period per sonth.

8 ‘14 Hrs if a einisue of 5 hours en-route accomodation is provided.
gt It applies for 4 sonths per calendar year, no furlough.

4 It applies for 10 months per calendar year, no ferlough.

9% Scheduted duty reduced of 1 hour for each landing in excess of 6.
eliScheduled duty reduced of 1 hour for each landing in excess of 5.

t Reduced of ooe hour for each landing in excess of 6.
1t It applies for three sonths per calendar year.

1331t apply when a pilot is "dead-head’ hose or when an extra qualified pilot

is assigned and no pilot is scheduled to exceed 12 hours.

1 It applies for & months per calendar year.

+ 14 hours if a sinieus rest of 5 hours is provided.

+ Nhen the aircraft resains with the crew.
++45cheduled duty tiae varies with the tise of check-in.



TASLE {11.7
FLIGHT ATIENDANTS

HOUES (¥ SERVIEE & EURRANTEES

RYZRICAY & NORTHEEST RIGLINES

NURTHMEST AJPLINES AMERIEAN AIPLINES
YEAR BONTHLY w5 BAILY SCHEDR,  AMINImM ] THE NIRIMN YEAR KONTHLY (|14 DRILY  SCHED.,  MINESUM P6 THE FE L]
MAYLEH ON-DUTY TIKE DALY RRTID RATH) REST HAYINUK ON-pUTY  TIKE DAILY RATIC RATIO REST
LIRITS LIKIT CREDITS LINITS LINIT CREDITS
1961 83Mirs 18 Hrs Birs Layover 1960 85 Hrs 60 Wrs  13/18Hes 3-5 Hrss B Hrs
9Hrs Hose 10 Bowntown
1967 75 Sched. 14/ 14rs JHrs t Homs Base
Boirs 1963 BSHrs 7O Mes
1970 70 Brs  13.05/14 1/4Hrs3
1956 B9 Hrs b8 Hrs I-b Hrs
wm &7 Hrs
1958 75 Sched 71 Hrs 4-5 Hrsit
T Hrs
1572 0Hrs 47 Mrs  13.15714: 0515 112.30Hrs 124 Hrs B.15Hrs3t
1171 #irs: 15-05 1571 172 Hrs 1M Hrs
1375 13/14Hrs: 05-12 3.30kre 142 Hrs 1972 /3. 4500
121130rs: 12-15
1171 Mrs; 15-05 1975 75 Hre &7 s 13/14Hrs
Bption: $1/134rs: 23-05 4,30 Hrs
1575 BlHrs &5 Hrs 133 E.30Hrs =77 tar
uFtlUﬂ to <N3 LT3
exceed it
1579 12,306714 1/3.30Hrs  Home:ll Hrs
1960  B0-BSdre 85 Nrs £.154rs E.45Hre 13/14rs  Charter
Optron to 2urs Hoee $1/13Hrs:  23-Db
erceed it
1584 § Hre 1587 RASIL 1145 £ Ere
Fler Fest
1983 172:0:-22 § Hrs 12 Farsods
1/3.45:22-0%

11 Noer for every 4 if layover exceeds 30 hoors,
11 Scheduled rests vecase also based oo doty tises:

Bty tise of 11-12 bours: Yess than 10 howrs rests

Buty tise of £-7 mours: less than § hours rests,
t135chedaled rests becase also based oo moeber of langings:
sax 14 laodisgs for rest pericss over §1 hours;
®as 17 landiegs for rest periods below 11 hours.
If 12 landings are exceeded in a given duty perioe, 15 minctes
pay credit applies for sach lanfing over 12,

t Leex than E nours pa-futy ties: inisce credit J hours; less than 30 kours
4 pours; 10 bours or sore, S nours. In 1942, & houes credit for
oc-gdety periods exceeding 12 hours.

Hicty periods of less that E hoars, attendants receaved 4 bours piy fut

3 nours for flight time Jamitatioes.
titukile minisee daily credits increased to 4.45 bours, flaght sequences
sith more that one om-fizty period, were credited with @ sintmus of

J hours foromach dety peried.



TABLE IE.E
FLIGHT ATTENDANTS
HOURS 0F SEEVILE L GUARANTEES

AIF CANRE CANADIAN/TAIL
YERR 1. 5] KAl DAELY MiNinge  MINIMOM bFE TH5 YEAR L5 LEH Brily AIKIMue  r]aImum e e
NONTHLY  ON-DUTY RESY DRILY RATIO RATID MONTELY  ON-BUTY EEST palLY RATED Ratll
LAIS LAtS T CreDHTS (L1} LNIS TEME CRERITS
1960 70 Hrs @3 Hrs Sched:14Hrs Rirp. :2 Hes 4~ GHrs:3drs 1Hr/dHrs 1950 70 Hrs B% Hrs  Sthed,:14Hrs
Downt. s 10Hrs B-12  :4Hrs Nax, :lGlrs
Base :10Mrs Over 12:3rs
1981 &5 Hrs 75 Hrs 1949 &5 Hre 7% Hrs Nest :B Hre Jrs pay b lhir/dhirs
Other:9 Hrs Mrs tise
1983 3 Hrs  1Het2 Hrs base :i0Hrs credit/2 Hes
196% ALrp. :9 Hrs duty.
Downi. :10Hrs
Base :10Mirs 150 3 Hrs  IHriZHrs
1971 5Hrs 7578012
1973 Sched, :14Hrst3 3. 30Hrs 1971472 Sched,:4irs  Nest :9 Hrs  3.30Hrs
D/H Homesld H Komesté  Other:§ Hrs
Nat at Crew Rai. :lé4rs Base :10Mrs
Base: lbHrs
1974 4 Hrs
1974 4 Hrs  1HrI2 Hrs
bL-9: 1978 Sched:14Hrs! Nin e or
113.30Hrst attual ties
1573 B3 Hrs  Tlrs warked einus
#2.30 4 nes.
{eztension) 1981 A5 Hrs 70780
1578 Sched, 1 3Hrs 1984 B5 Hre  7S/B0  Sched:iddrs
. DY lome:ts D/ to pasition
Kot at Cres after duty
Base: L3Hrs perind:1éirs
1961 be-9/6-721:
143, J0Hrsd 1997 &5 Hrs 78185  Scoed:14Hrstt L/H :)0Hrs
199¢ Charter:13Hrs Min.:8 Hrsind
1985 &5 Hrs  75/G0Hrs  Charter: Base:12¥re
+2.30 Ext. Sched.:18Hrs
Maz.: ‘3irs
1990 &5 Hrs  70/B3Hr:  BMaxs 1SHrs 9L9/872714320:
R1l bases 143.30Hrsé

t Flexible Monthly liaitations to confora to fluctvations in schedules

$tFor each lan“ing in excess of &, the duly peried is
§ For trips over 48 hours.

reduced of 1 hour.

t Buty over 14 hours, except dead-head, paid at 1.1/2 hour.

1t Naxisus H4Hrs for flights with more than tws landings.
Mazisus duly 15 Hre for charter flights to Mexico, Caribbean, High Artic
and flights with two or less landings.
Duty tiae is redured by one hour for eath landing in extess of six.
Hours in excess of 14 are paid at 1.E/2 rate.

t1Minimys @ hours of prone rest and for shert turn-around trips.



TARLE 1119
AMERICAN AND KGRTHMEST AIRLINES
VRRIDUS ABOUFR. BROS-VACATIONS

1940-1990
YEAR PILOTS YERR PHLDIS YEAR FLT.ATIENDAKTS  YEAR FLT.ATTENDAKTS  YEAR KECHANICS YEAR MECHRHIES YEAR AGENIS
[ L] #h L1} fA N il
1980 1-11Yrs:2 weels 1980 1-9 Yrs:2 weeks 1960 1-11¥rs:2 weeks 1960 -9 Yrs:2 weeks 1960 1-11Yrs32Z weels 1960 1= 9¥rs:2 ueeks 1960 1-9 Yrs:2 weeks
12-s0ra:3 weeke 10-sore:3 weeks 12-gares3 weeks 16-sorr.3 weeks 12-sore:3 weeks 1962 10-19 33 weels 10-aore:d weels
20-sore:4 wesks
1983 1- T¥rs:2 weels 1964 1-9 Yrs:2 weets 1983 1~ T¥rs:2 wesks 1954 1= 9¥rs:2 weels 1963 1- Wrs:2 weels
10-12 13 weeks 10-19 13 weels 10-19 :3 weeks 10-19 =3 weeks 1347 1- 9¥rs:2 weets 10-19 3 weeks
20-sore:4 weels 20-sore:§ weets 20-ncre:d weels 20-sare:s weels 10-14 =3 weeks 20-sore:4 weeks
15-aqre:4 weeks
1987 1= TYrs:2 weeks 196 1= 7¥rs:2 weeks 1968 1- 7¥rs:2 weets 1987 §- Mrs:2 weeks 1964 1- 4¥rs:2 weeks 1966  1- TYrs:2 weeks
§-11 3 weeks 8-14 13 weels €15 23 weels E-14  :3 weels =14 :J weelks 1968 1- T¥rs:2 weeks B- 1§ 13 weels
15-sore:d weels 15-snre:d weeks 15-soresd wesks 15-aore:4 weeks 3-acre:% weels 8- 1% ;3 weels 15-sore:d weets
15-aare:4 weeks
1970 1~ 8¥rs:2 weels 1978 1- 4¥r5:2 weels 1971 1- 4Y¥rs5:27 weels 1970 1- &frs:2 seeks
=14 3 weeks 514 3 weeks S-14 ;Y weeks 1970 1- 4Yrs:2 weeke §.6-5% 13 weels
13-19  :4 weels 15-19  :4 weeks 15-19 4 weels 1978 A.E-14 23 weeks 14.8-19:4 weels
20-aoresd meeks 20-2% % weels 0-aore:d weeks 18.6-19:4 neels 19-s0re:5 uepis
25-acTethd wepht 19.6-24:5 weels
.6 b weels 1973 1- 8¥rs:i weels
1975 as above eacepi: 19 1= A¥rs:2 weeks 1975 1- d¥rs:2 weepks 1974 1= A¥rs:Z wesks 4,6-1% 17 weeks
20-24 15 weels - 12 :3 weets 5= 12 13 megks =12 33 wepks 1975 1- 4¥rs:2 weeks 14.6-1%:4 weeks
25-sore:b weels 13-19 =4 weels 13-19 4 weeks 1315 4 wepke §.8-12 13 meeks 19.6-24:5 weels
20-sore:S weeks 20~-apre:35 weeks 20-24 ;5 weeks 12,5-19:4 weeks 2.k~ 3b weeis
1977 1= 4¥rs:2 weels 1977 1= 4¥rs:2 weeks - 25-ngresh weeks 19.6-24:5 weeks
5-11  :3 weels 1998 5-12 53 weeks 198) 1~ 4i°5:2 weels 24,8~ b weels 1975 1= dtre:? memis
12-1% 24 weeks 15-1€ 4 wemk: 1950 =12 13 wepks 1980 I~ 4¥rg:2 meels 4,512 17 weels
20-28 25 weels 20-24 15 weele 13-1% =% wepds 9% 13 weeks 1980 I- 3¥rs:2 weeks 12,6-19:4 wppls
25-soresh meals 25-aoresd weeks 20-24 35 weeke 10-15 24 weeks 4= 13 wrpkc 1762415 wpeks
25-moresh weeke §7-24 &5 weeis 10 17 =4 weels 26,6 :b weels
1954 il Pilots hired 1957 1) Eepleyees hired 25-a5resé weeks 18- 23 15 meeds
2985 prior to Nov.19B3: 196(  before hov, 1983: 24~ 28 :E weple 1980 1- Frrs:Z weekc
1~ Tirs:2 weeks 1- 4ir5:2 weels 1985 i) Eaployees hrrec 25-aore:] weats -3 33 weeis
B-12 23 weris 3= 12 13 waels o5 refore Sep. 19830 18- 17 o4 weprs
15-27 b mets 1991 13-1F 1% wemis etatys qua 1§51 1- Tvre;? meeks 13- 23 1% woels
3-2% 15 weels  1-5¥rs: MNEELS 20-28 25 wesks 199¢ &~ B :J meeks 28- 28 15 weels
30-gorech waeds  §-12 ¢ AWEENS 25-aaresi wesis 1i}Eaployees rares G- 1% b wemis 25-asre:] wapte
-sore SOEELS cn/after 1925 1g- 23 1D meels
1= 9rs:d aeeks 28~ 26 12 wpels 1987 1= Jfrs:? weeks

ii] Pilots hired
oafafter 1933:

1= Firs:2 weels
$0-15 13 weels
N-sore:d weeks

iilEeployees hired

enfalter 15E3:
1- 9Yrs5:2 weels
10-1% 53 wesks
20-pora:t wpsls

10-1% 57 weels
20-earazd epers

23-a0rer7 wpeks

=3 meels
¥~ 15 4 emels
1e- 25 2% mepls
28 28 1k weeis
29-scre:7 mpets




TheLE 1il.10

A1R EANAER & CANAGIAN FRCIFIC/CAY
VARIOUS LABDUR BROUPS-VACATIONS

19£0-19%0
\'Egﬂ PILOTS YEAR PELDES YEAR  FLI.ATIENDANTS YEAR  FLT.ATIENDANTS YERR KECHANICS YEAR NECHANICS YEAR PAL ASENTS YEAR PAl AGENTS
A CP/CAl AL EP/CAT AL CPILAl [ CPICAl
1960 1-11¥rs:2 meels 1960 1-11¥rs:2 weeks 1962 )-10¥rs:2 wesis 1980 1-1§¥rs:2 weeks 1905 1~ 9¥rss2 weeks 1980  I-11¥rs:2 weels 1981 1-21Vrs:2 weels
12-soret3 weels 12-sore;3 weeks 12-sore:3 weels £2-a0re:¥ weeks 10-19 3 weeks 12-nore:3 weeds §2-n0re:d weels
1983 £-9 Yrs:2 weels 20-apre: & weeks
1953 1- Wrs:2 weels 10-a0re:3 weels 1982 1-25Yrs:2 weels : 1981 1- rs:2 weeks 1968 1- 9irs:i2 weels
10-24 :3 weeks 1220 13 weels 10-aore:3 weeks 10-nores3 neeks
25-s0re:d weels 1955 §- 9rs:2 weels 25-aore:d werls
10-19 23 weeks 1971 1- W¥rs:2 weeks  P9E3 - ¥rs:2 weels
Z0-sore:d weeks 1954 1- rs:2 weeks 5-11  :3 weeks 10-2% 3 weeks
1959 1-4 Yrs:2 weels 10-19 23 weeks 12-24  :4 weels 2-sorezd weeds
1969 1-4 Yrs:2 weeis 319 23 weels 20-zoresd weeks 23-a0res} weets
S=11¥rs:3 weclks 20-acre:é weeks 1965 1= 9¥rs:2 weeks
12-2% 4 weelks 1968 1= 4¥rs:2 weeks 1974 1- 4¥rs:2 xeels 10-19 13 wemls
25-a0r2:5 weeks 5-14 13 weels 11 23 weeks 20-sore:d weeks
1970 1-4 Yrs:2 wesks 15-soresd weeks 12-20 o4 weels
1921 1-4 Yrs:2 weeks S=1Yrs:d week: 20-zoresS weeks 1948 1- A¥rs:2 weebe 1985 1~ 4¥rs:2 weeks
512 23 weeks 12-24 :4 wepks  194% 1~ $Yrsi2 weeks 314 17 weels 314 13 wents
13-4 24 wesks 25-sore:S weeks 551 3 wpeks 1978 1~ 4¥rs:2 weeks 13-aore:4 weeks 15-sore:d weeks
25-noresd weeks 12-24 =4 meeks 3=9 13 wesls
1974 1-% Yrs:2 weeks 25-sore:d weels 10-19 24 weeks 1989 1- 8Vrsi2 weeks 1972 1- 4¥rs:2 weels
1973 1-4 Yrs:Z weels 5=11Yrs5:3 meeks 20-a0re:d weeks =11 3 weets 3-1F  :3 weels
1979 1- #¥rs:2 weeks 1974 1- 4¥rs:2 weeks 511¥rs:3 weeks 12-19 4 weeks 1973 1- 4¥rs:2 weels 12-24 4 weels 12-4 34 weeks
=9 23 weeks 9 33 weeis 12-19 24 weeks 20-sore:d weeks 5+11  :J weets 1981 1~ 4¥rs:2 weeks 25-sgre:S weeks 2-noress ueels
10-19 =4 weels 10-19 34 weeks 20-nore:5 weeks 12-20 :4 weets 5 9 3 weeks
20-27 15 weeks 20-aore:s weeis 20-nore:¥ weeks 10~1% 4 weeks 1973 1- 4¥rs:2 eseks
J0-sore:b weeks 1977 1~ 4¥rs:2 wetks 15-sore:3 weeks 5-10 33 weeks 1977 1= &¥rs:2 weeks
% :Jweeks 1977 1- 4Y¥rs:2 meeks 1975 1- 4¥rs:2 seeks 12-19 4 weeks ¥ § 23 weets
1998 1-2 Vrs:2 weeks 1988 - 4¥rsi2 weels 10-19 =4 wzeks 39 33 weels 9 13 wepls 20-noresd weels 10-19 24 weeks
3-% Yrs:3 weels 9 13 wepls 20-2% :5 weels 10-19 =4 weeks 10-19 =4 wesks 1967  1-2 Vrs:2 weeks 20-sore:5 weeks
16-17 % weels 10-14 4 weels H-poreib weeks 20-sore:5 weeks 20-aore:d weeks at reduced pay 1976 §- 4Yrs:2 weels
18-2% 15 weeks 13-soresd weeks 3= Tes:2 weels 5= 9 13 weeks
J0-aorezb neeks 1980 1-2 Yrs5:2 weels 1981 1-2 Yrs:2 weels 5-10 13 weels 10-19 :% weeks 1984 1- 4¥rs:2 weelks
3-9 Yrs:3 weeks 1986 1= 4Yrs:2 weels 3-9 Yrs:3 weeks $=14 4 weels 20-29  :5 wesks $-9 13 ueeks
10-19 :dweeks 1993 §- 9 13 meels 10-19 a4 weels 15-sore:S weels Ji-norezbd weels 10-14  :4 weels
20-29 13 meels 10-14 ;% weeks 20-29 3 neelks {5-aore:d xeeks
30-norezé weeks 15-sore:d weels 30-sorezh weels 1990 1-2 Yrs:2 weeks 1980 1- 4¥rs:2 weeks
1990 1-2 Yrs:2 weeks 1993 at reduced pay 1990 5-9  :Ioweeks 1990 1 Year :nil
3-9 Yrs:d weeks 1984 1-2 ¥rs:2 weeks 1982 1-2 Yrs:2 weeks 3= S¥rss2 weeks 10-17 24 weeks 1993 2-4 Yrs:2 weels
10-19 24 weeks 1992 3-% VYrs:3 weels 1992 3-9 Yrs:3 ueels £-10 3 weeks 18-29 13 weeks 59 13 weeks
20-29  :5 weels 10-17 A weels 10-17 24 wesks 15-15 4 weels Jo-aore;b weels 10-14 14 weels
J0-acre:b weeks 18-29 15 weeks 16-29 5 weels 15-aore:d ueeks 15-mores5 weels

36-noreié weels

J0-saresh weeks




TABLE Ei1.1)
ARERICAN ATRLINE
CAPACITY. TRAFFIC, COSTS AND REVERUZ
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ASK RPN  LORD EMPLOYMENT EMPLOYMENT AVERASE  RZAL  PASSENEER OPERATING INTEREST KET ASN PER URIT
YEAR FACTOR £OSTS EMPLOYMEX CDSTS REVENUE REVENUE EXPENSES INCOME EXPENSES INCONE YIELD EMPLOYEES LABOUR CBST REAL
EasTs (ASH}
1960 9782 46371 451 24102 183801 ny 28532 in 429 405 24 10 12 5.92  405.8b .90
1961 9814 A0LL  olZ 23500 191273 Bi22 23751 358 §22 4§03 19 12 7 ka2 41615 £.,95
1962 113b1 _44BO0  37% 23978 204251 ga1e 30853 503 451 480 2t 16 B 6,22 473,81 1.B0-
1963 12216 T84 W 23012 205134 0914 31951 LYH] 488 442 4b 16 16 5,94  530.85 L.68
1964 13803 8105 801 23082 220242 9350 33746 483 544 579 b3 15 34 3.96  589.B% 1.62
1965 15607 QI3 39% 24500 244203 9947 34730 541 812 338 74 b 39 5.88  537.02 .38
1966 18723 1180  A3% 27189 2878488 10587 35706 bt 723 630 EH] 18 52 5,59 588,82 1.54
1967 22373 13391 H0T J12%4 347403 11101 3b398 125 842 9 53 28 59 541 71493 .58
1558 27749 10457 SeR 34083 409088 12002 EYEL) 83! 7 893 Bl 9 35 5.3 BIALLE 1.47
1969 30119 15906 53¢ 36264 453416 12558 37483 893 1032 970 52 27 39 5.8 B30.5% 158
1970 32637 16823 i 30N 347908 14780 41751 983 1128 nu - 22 -7¢ 5,91 88039 1.68
1971 35!8% L7535 GO% 34084 S76180 13948 43155 1073 1244 1215 s 30 3 505 974,98 1.64
1972 38290 19346 §3%X 30468 023681 17540 46300 1184 1351 1310 i1 33 & 6,11 1023.1E 172
1973 37006 20834 53 3&90 £99710 13937 38757 1295 1573 1512 -® 37 -58 5,27 1005.5% .79
1574 30372 2048 0B% 5733 15225 20128 34728 1233 1718 1877 it 35 20 7.06  987.10 2.04
1975 36AB2 2087 3T 39243 743989 21128 33034 154 1714 1824 110 25 =20 7,39 104,72 2,03
1976 3948t 23172 8§ 34N glcide 23597 43389 1802 2006 2023 -7 1 55 7,78 1111.17 2.12
1577 41831 24834 391 J&RAE 958503  20%43 33954 2028 paTL] 318 54 25 37 B2 113275 2.2%
1578 254BE ZE9BT 441 37E2D  10B33EF 23644 a21a2 2350 273t 2539 97 7z 136 E.0F  1202.6% I3
1379 2948F 3334 H7Y AI0ME 124B473 3EiZ 45983 275 3353 J24E 3 7 87 £,2%  120L.E .22
1950 28838 2RITE AOR 40635 I7IFR2 SSTES 44300 3158 376t 3647 -1t 2% =76 11,405 1187.04 2.5
1968 45262 2779 &ML 3AAED 14174MB QB3R 45883 3377 3918 3880 24 134 47 12,15 1241.42 3.43
1987 45792 0900 R FR09F 147I92% 43208 29052 3414 39s 339 1B 145 -14 11,05 1435.08 2,02
1993 52447 34099 25X 3624 1801207 43383 £7705 3833 2332 3287 24 152 513 11,39 1420.40 3.05
184 SBAET 3A702 63X SESI  IFAST0Y 35:19 3312 4338 087 e F 153 269 1:,81 1530.42 Z.98
1985 28336 44138 &5r 42132 190181 4R2%5 47143 4882 Rl 3355 S0¢ 153 323 11,36 1830.30 .35
1985 75097 4875z A5 478%8 2083333 4IBL9 42853 4381 JENE S4ek 392 178 24% 10,17 1357.64 .73
1967 TE743 SeT9L  A4L  FTZ7E 239700 21900 20413 15! 715 LT3 B K 213 734 16,87 1549.%2 FAeL]
1958 102045 H4TST 3% A5340 2820800 4371 20010 7555 B5T1 775 80X 233 446 11,67 15175 I.7E
1999 115222 73503 A4Y 7508F 333800 430L% 38037 B23f 781 §230 73 338 158 12,07 1334.%0 I.81
1990 123773 78578 A2Y  BOSBO JLOII  SAuE 33305 F743 1005 1094 gg 37 -i0 12,67 1834.E0 2,97



TRELE T11.12
KORTHWEST AIRLIKE
CAPACITY, TRAFFIC, COSTS AND REVENUE

YEAR ASH RPN LOAD EMPLOYMENT EMPLOYMENT AVERAEE REAL PASSENGER {PERATING NET PROFIT YIELD AS™ PER  UNIT  RFAL
FACTORS COSTS  EMPLOYMENT COSTS REVENUE REVENUE EXPENSE INCOME INCONE MARBIN RPX ENPLOYEE LABOUR  COST
LOsTS , ; COST{ASH)
1960 3073 1654 D41 6818 502465 7312 27303 16 122 119 3 1 114,59 450.72 1.64 5.06
1961 2618 1362 92X 4684 Ip531 7799 28558 62 1it 101 10 - 1 11 455 558.07 1.0 5.12
1962 3598 1904 51 5783 40417 8024 29071 90 151 14 y) 3 2% 473 539.:M 1.26 4,55
1963 4305 2179 - 511 5966 49308 8265 29623 160 1 143 28 5 31 4,59 721.%9 1.15 4.1t
1964 5130 2668  52% 6406 Jb448 8812 31137 184 22 158 o4 27 131 4.15 800.8] 1.10 3.89
1965  b14f 3304 541 7116 54226 9026 J1448 198 263 178 85 Ak 171 5.99  B852.99 1.05 3.44
1966 6773 3700 55X 74605 74099 9743 32917 b 311 210 10 33 117 5.8%  £90.40 1.09 3.70
1947 G198 4901 531 9788 96486 9858 32320 276 384 2n 143 58 150 5.3 939.72 1.05 3.44
1958 10841 5454 30T 10780 115614 10725 33127 0t 415 318 98 50 12 5,51 1005.At 1,07 3.35
1959 14927 4209 421 12132 1372783 11769 35132 378 458 385 82 15 101 5.09 17230.38 0.9 2.8h
1970 15271 38BY 391 1084 134205 13272 37493 355 547 397 50 47 1% 6,08 1205.52 0.9% 2.47
1971 15618 9553 3Bl 9380 145626 15201 41084 332 426 409 1E 2 51 5.98 1679.9% 0.93 2.52
1972 17789 6781  3BY 10218 169347 16574 43302 503 505 471 35 20 4% 5.94 1741.03 0.5 2,50
1973 19593 8008 411 108X 193047 17786 43916 474 383 533 Y 52 9% 5.9 1804.97 0.99 2.43
1574 20086 9174 46 11333 220453 19418 43151 624 787 489 78 1 B 5.80 1783.06 1.10 2.45
1975 20911 9471 451 1090 BN 21709 44213 637 B1S 765 a0 £3 51 5.94 1914.40 .13 .31
1976 22228 10739 481 11152 265744 23629 43914 786 571 Bs8 103 52 5¢ 7.31 1993.19 1,20 2.30
1977 22958 11100 48X 11340 276401 26138 47265 g51 1050 935 109 23 9 7.76 2025.40 1.29 .33
1976 23499 12199  32% 12077 323902 26820 45075 965  11B1 1100 81 42 5% 7.90 1945.7% 1.38 .32
1979 24029 13296  95% 12814 351403 37423 41423 1082 134f 1255 36 72 5% 8.1% 1875.71 1.4 2.21
1980 24904 13B1f 53 1274E 403452 31648 42085 1364 1839 16B3 24 7 0% 9.B8 10953.5¢ 1.82 2.15
1981 24814 14252 971 13096 445054 33908 #0902 1544 1804 1653 1 10 1% 10.83  1894.78 1,79 2.16
1982 26257 1567% A0 1374 478953 34823 39571 1603 1878 18B& -8 5 0% 10,73 1907.04 1.82 2.07
1983 29511 17712 GO 14187 369333 40135 44184 1848 2196 21277 &9 ) 2% 10,43 2080.14 1,93 2,12
1984 3Zhh4 19777 61T 15183 £39605 82121 44431 202F 245 2349 9 55 27 10.24 215,07 1.9 2.07
1985 3I7149 2234  A0F 16864 715172 42408 43184 2210 2635 2578 77 3 31 9,89 9202.8% 1.93 1.9
1986 48408 28615 &0Z 33427 1028478 30768 30768 7998 3589 3823 1bb 97 31 10.40 1448,17 2,12 2.12
1987 61821 39550  64% 33724 152292% 45159 43589 4447 5142 4946 196 141 3% 11,23 1821.78 2,48 2,39
1988 51275 40188 851 33532 1674399 7123 43812 4905 9650  DA4D 209 163 3% 12,22 1774.50 2,73 .53
1989 70213 45683 63X 37481 2012009 53481 47463 5535 4934 6264 290 355 5% 12.34 1873.30 2.87 2.53

1990 79340 51490 5% 3T 201N b436% 33935 6338 7257 739y -142 -10 0r 12,31 2217.75 2,90 2.43




TABLE 11113

TRENDS IN AVERAGE REAL EARNINGS

U5 & CAMADIAN CARRIERS

AR ik AL Ce/CAIL

YEAR US us TANADA TREND TREHD CANADR TREKD AVERABE RYERRGE AVERASE AVERABE
INDUSTRY TREWD TRUNXS TREND INDUSTRY Can.$  USS NAJORS {Lan.$) USS  TREND EARNINGS TREND ERRNINGS TREND EARMINGS TREND EASNINGS  TREND

uss uss

19a1 28143 28575 2014 23154 25218 2319 29761 28548 23400 22433

1962 2% 29370 24508 2213 24686 22900 30842 29072 22943 22838

1963 30530 30427 25102 23221 250 23bb1 31750 29624 23740 23288

1964 32041 31286 26068 a4 - 26345 247117 33746 31138 24999 23493
1985 32575 32359 32049 31580 2550 26212 24707 284470 26907 28292 25027 24428 34728 35226 MM J0B41 2334B 25213 23632 22492
1966 33007 33441 3235t 32638 26500 27067 24446 25425 26BR2 27263 24762 20697 IST6T 36279 32916 325 2510 26281 23240 23553
1957 33708 34523 33662 34095 27431 27922 23376 26380 27938 28234 25B4AS 2b7kk 38397 31332 3232 336B9 2636 27349 ZIIT 2384
1968 34522 35609 34352 35354 28147 28777 2625 27339 28548 29200 Z689% 27930 37742 3838 332 3IMT 27352 28417 24850 25475
1969 33Fh1 35887 35630 34612 2B3BD 29632 26535 2B290 29040 3017h 27064 28904 37487 39438 35831 38537 2732f 2MBS 2940% 2473
1970 38427 37759 38059 37870 31600 30487 31287 29247 31697 31147 34383 29973 41731 40491 37492 37%R1 32280 30553 28307 217w
1971 40185 3BE51 35931 3T128 32494 31342 3210 30200 33078 32110 332 31082 43157 4104& 40RE 39383 337ee 31A2F 30583 28858
1972 42882 33°33 42974 49385 32835 32197 32967 3115% 34494 3308F 34633 32l 46299 42597 43501  A0BO? 35537 32689 G1A7F 29918
1973 &2400 41015 43183 Aie44 33708 3052 33844 32110 J4ERE 34060 34834 IBAE0 46708 43650 43916 42233 3A0F 33757 3198 30940
1974 41242 42097 -824B4 42702 32987 33W07 33267 3304 34033 35031 4342 F4249 44729 &4703 43151 43857 33237 4825 G169 32041
1975 AI9E2 43179 43094 S&160 33873 FATEY 33340 34020 35176 36002 34825 3531B 43031 45756 44214 4508t 33&25 35893 31877 33102
1976 53482 44261 44399 45416 35305 35ei7 34990 34970 36B04 3973 36476 35307 55389 46BO? 40013 4605 35175 3&FEL  34BEY  34L83
1677 AR9Kh 45343 4A390 SA576  J6DA2 36472 33A02 35930 30191 37944 34910 374G 45913 47882 47266 47929 35212 38029 3400e 35228
1970 45259 4422% 47:27 47234 35279 36303 Z97Ae 29847 35401 N0 30734 30477 4B141 4919 4307t 40£27 30882 30157 30387 29745
1975 4392° 43550 43508 46636 35990 35130 0513 29545 I7M02 37425 31936 30435 4592% 43521 4424 41205 32213 30260 3113¢ 29miS
1980 #2020 43073 ASTI0 4AQ38  LSM0E 3O997 235F7 IMEL 6704 3T1E2 0TI J0INS 25900  &7744  S20B5 41797 29792 J03LT 29414 29437
19R1  &RI7E 42500 453#2 45040 35k:S T0644 30039 29283 o9l 3MGE JE093 30351 46BBT 4537 40902 4235t J1457 J04RR 30249 29359
1582 41420 41925 45192 44R42  396%: 398F1 27200 29080  3ETET 37234 2993 J0309 59092 45190 39577 82939 3059t 36heY 28212 250
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