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U.S. airline ind . d .
2. dirline Industry once again goes under scrutiny
But tWO pYEVIOUS StUdles Alllng U.S. alrllnes
generatEd llttle progress Airlines have suffered record-setting losses in revenue this decade, and the industry has shed almost 30% of its jobs in the past eight years.
Changes in employment levels and revenue:
By Dan Reed Full-time employment Net income/losses
USA TODAY (in thousands) (in billions) 23.1
o 5423

For the third time in 16 years the federal govern- 53338 $2.9 .
ment is forming a blue-ribbon panel to try to save 2751 4333 4430 4175 4047 4154 4068 B —
the USA’s troubled airline industry, which has : - 3844 $10.7 -$3.1
racked up $58.5 billion in losses and shed 158,000 A
jobs this decade.

Transportation Secretary Ray LaHood, who has
ordered up the panel, vows it won't be “just anoth-

er advisory committee.” -$55.4

“l am not commissioning :

some report to fill space on May Aug. May Aug. Aug. Aug. Aug. Aug. Aug. Aug. 1979- 1990- 1995- 2001- YTD-

my bookshelf” he wrote on 2001 2001 2002 2003 2004 2005 2006 2007 2008 2009 1989 1994 2000 2008  Sept.2009

hiS Otﬁcial bl(')g on the de- Source: Air Transport Association, Department of Transportation

partment’s website. “This By George Petras, USATODAY

committee will make a dif-

ference. Without a financial- president George W. Bush, says the old reasons giv-

ly strong aviation industry en for limiting foreign ownership of U.S. carriers

we will be unable to com- don’t stand up anymore. There are, he says, easy so-

pete in domestic and inter- lutions to the concern that foreign ownership
By AlexWong, Getty Images  natjonal commerce.” makes it difficult for the Defense Department to
LaHood: Says panel But a $20 billion price tag Waitinggame:  commandeer commercial fleets in a time of war.
will be effective. for fixing the industry’s big- Travelerswaitto  And carriers based in the USA would still be reg-

gest problems and a failure check in for ulated by the federal government regardless of who
to implement most of the suggestions from two Northwest flights  owns them, he says.
previous commissions have many analysts and for- at the Portland, Unions, however, are concerned that jobs could
mer government officials questioning whether any- Ore., Interna- be outsourced to foreign workers if ownership re-
thing will come from this latest effort. tional Airport last ~ strictions were lifted.

Aviation economist Dan Kasper, a member of the week. One of the “So the decision on allowing foreign ownership
panel convened by then-president Bill Clinton in areas the latest of, or investment in, U.S. airlines isn’t a business de-
1993, says commissions can be used as a tool by airline advisory cision so much as it is a political decision,” Bonilla
politicians who don’t want to make difficult and un- panel will study  says, adding that a labor-friendly President Obama
popular decisions. involves a “Next-  is unlikely to ignore labor’s concerns.

“These commissions are a way for politicians to Gen” air traffic Consultant Mark Gerchick, a former assistant
show that they’re interested in these issues, that control system, transportation secretary for aviation and interna-
they're not ignoring them, but at the same time it which could save  tional affairs in the Clinton administration, says an
does not necessarily require them to anything time for 740 mil-  Obama administration with strong pro-labor bona-
about it,” says Kasper, a consultant at LECG. lion travelersan-  fides may be the only type of administration that

Despite that, Kasper and other analysts and offi- nually. could make the change.

cials agree that there are steps that could be taken
to aid the industry. There also are stumbling blocks
to implementing them:

Air traffic control. Kasper notes that his own
commission and one that followed five years later
made building a new air traffic control system
based on Global Positioning System and other new
technologies their top suggestion for righting the
industry. “Unfortunately,” Kasper says, “we still
aren’t really close to that happening.”

Despite nearly two decades of development, the
so-called NextGen air traffic control system re-
mains years away from implementation. Constantly
changing design criteria, and endless arguments
over who'll pay for what parts of it, have been
blamed, at one time or another, for its slow pace.

The upside of NextGen is great: savings to the
U.S. economy of more than $40 billion annually
through reduced fuel and labor costs, and time sav-
ings for 740 million travelers a year by directing air-
line traffic in a straighter line between points and al-

lowing planes to fly more closely together.

But financially strapped airlines that desperately
want it say the government should pay the $20 bil-
lion they are expected to spend on equipping their
planes to operate in the NextGen environment.

That’s a tough sell in Congress at a time when
budget deficits are high.

Tax policy. Airline executives complain that air-
lines are taxed more than distillers and tobacco
companies. And because travelers expect low fares
and the airlines suffer high operating costs, they say
it's hard to pass taxes on to passengers. As a result,
they say, they cannot re-invest in new planes and
improved service.

Jim May, head of the Air Transport Association,
the airlines’ lobby group, complains that “all pub-
licly traded carriers today have a net present value
of about $24.5 billion, and against that we’ve got an

By Don Ryan, AP

industry that's paying $18 billion a year in taxes.
That’s a prescription for failure.”

Instead of lowering taxes, various federal, state
and local taxes and fees have been increased on
each ticket and on jet fuel to cover security costs
and to help build airport facilities.

“The taxing system doesn’t work,” says Roz El-
lingsworth, a consultant to airline labor groups, air-
ports and airlines, who served as chief of staff on
the 1993 commission.

“At some point there has to be a reality check. If
we want low fares, you can't pass all these taxes
through to the consumer. And the airlines can’t just
absorb them all either.”

Foreign investment. Airline executives are in-
creasingly urging Congress to eliminate or at least
raise the limit on foreign investment in U.S. airlines.

Carlos Bonilla, a transportation adviser to former

“It’s been said that only a tough cold warrior like
(former president Richard) Nixon could go to Chi-
na,” to begin thawing the frozen U.S.-Chinese rela-
tions. “Well maybe it takes someone like Obama to
address this issue.”

Environmental costs. One of the Air Transport
Association’s biggest worries is the $22 billion a
year tab it estimates the airlines could face if the en-
vironmental fees and taxes proposed here and
around the globe take effect.

Proposed new U.S. climate change taxes could
add $5 billion a year in costs to airlines in 2012,
with carbon emissions costs expected to rise yearly
thereafter. May, the association director, estimates
the European Union’s new carbon trading scheme
would cost U.S. carriers $3.5 billion annually. The
United Kingdom’s new passenger duty to offset en-
vironmental damage could cost $4.1 billion a year.

A proposed tax to underwrite Third World na-
tions’ efforts to reduce environmental damage
would cost $10 billion a year once implemented.



