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Questions and answers on deregulation
Q Just what will these deregulation bills do?

A The bills propose to bring more competition 
into the  aviation industry. The bills’ sponsors 
say th is  would resu lt  in lower air  fares  and 
be t te r  service. The Civil Aeronautics Board 
would be maintained. I t  would be required to 
encourage the  development of new airlines 
and additional competition in established 
m arkets,  w hether  or not those m arkets  re 
quired a d d i t i o n a l  service. The Board’s 
au th o r i ty  to set reasonable fa re  s truc tu re s  
would be almost removed, since carrie rs  
would be allowed to set fares  which did not 
cover all costs or raise fa res  w ithou t ju s t if ica 
tion.

Q Would deregulation really bring lower air 
fares?

A I t  might, for a shor t  time, on some m ajor 
routes. This could happen if new carriers 
s ta r ted  a “r a te  w a r” in the potentially most 
profitable m arkets.  However, deregulation 
will not change the  cost of providing air 
transporta tion .  The price of fuel will not go 
do w n ; a irports  won’t  lower the ir  landing 
f e e s ; and suppliers of o the r  goods and serv 
ices will not reduce the ir  charges. These 
economic realities will eventually catch up 
with the  ra te  warriors.
The price of air  transpo rta tion  has to cover 
the  cost of producing it. In a ra te  war the not- 
so-financially-strong airlines would either  be 
driven out of the  m arke t  or out of business. 
The surviving airlines could and probably 
would then set fa res  a t  w hatever the  traffic 
would bear. F are  levels are directly related 
to the  load factors atta inable  over a given 
route system. And the  ability to lower fares 
depends on the relationship between actual 
and breakeven load factors. W ith more com
petition and lower load fac tors  it seems fare 
would have to be raised to cover excess 
capacity. Only a h igher load factor justifies 
a fa re  reduction.

Q As a result of deregulation, would lots of 
markets be abandoned? And would com
muter services fill these gaps?

^  A bandonment is a relative term. I t  is simply
”  not possible to determine the ex ten t to which 

the re  would be an absolute elimination of air 
service. P iedm ont and other carriers  would 
certainly be inclined to sh if t  emphasis to the 
most profitable markets.  Because of this, 
smaller cities would most likely be served 
more and more by com muter operators. The 
question is, can commuters provide the kind 
of air  service these cities need and w an t?  
I t  appears tha t ,  under these deregulation 
proposals, m any small cities could lose the ir  
ai r  transporta t ion  unless tax  payers sub
sidized it. Currently, service by the airlines 
to smaller cities is based on the same public 
service philosophy under which telephones 
and other  utilities are provided. The utility 
companies use the  profits from  the ir  entire 
networks to offer the  best possible service 
a t  affordable ra tes  to all customers, no m a tte r  
where they  are. The airlines are like these

public utilities and follow th is  same policy. 
W ithout the security  of the  system  of public 
convenience and necessity (or licenses), and 
faced with having to meet intensified compe
tition on the ir  most profitable routes most 
airlines would be compelled to reduce services 
to m any smaller communities.

Q What would deregulation do to efficiency in 
our industry?

A I t  wouldn’t  help a t  all! The U.S. airlines 
have been very  innovative with regard  to 
efficient operations, new services and promo
tional ta r i f f s  to a degree unequalled in o ther 
industries. The sophistication of airline 
equipment and the  enormous am ounts of 
capital needed for  a i rc ra f t  fleets have re 
quired th a t  carrie rs  be constantly  aw are of 
modern technology. If  total deregulation 
comes, more airlines and airplanes a t  already 
crowded m ajor  a irports  would cause serious 
problems r a th e r  than  g rea ter  efficiency. It 
would also be wasteful of fuel supplies. The 
carefully developed national network of a i r 
line routes could be disrupted. Customers 
and communities alike would be playing a 
guessing game as to service and rates.

Q The airlines have traditionally worked to
gether to provide good service. What would 
deregulation do to this concept?

A For industry  teamwork, deregulation would 
be a big step backward. I t  would probably 
wipe out years of progress in developing 
system atic  interline procedures. These pro
cedures are  directly involved with customer 
convenience. We all know th a t  today, one 
call to one airline res center gives access 
to schedules, fares  and space on most all 
carriers. One ticket can cover a tr ip  on sever
al airlines and check baggage is automatically 
transfe rred .  Cargo shippers benefit from  the 
same in ter-carrier  cooperation. Deregulation 
would cloud the  entire  working s truc tu re  of 
interline relationships by requiring  th a t  
thousands of interline agreem ents be review
ed and revised. Indeed, interline agreem ents 
m ight not be possible a t  all. The proposed 
legislation would remove the  an t i- t ru s t  im
munities which have been provided so th a t  
the  public transpor ta t ion  s y s t e m  could 
function as an in tegrated  national network.

Q How would passengers be affected by deregu
lation?

A With ra te  w ars on m ajo r  routes resulting  in 
tickets being offered a t  less than  cost, a i r 
lines would certainly be unable to afford 
most inflight and ground service features. 
Schedules would be adjusted  to get more 
equipment utilization a t  marginal times, f re 
quency of flights would diminish and seat 
configuration would be high density.

Q How would deregulation affect postal service 
and airfreight users?

A The pending bills would allow mail and 
fre igh t to be carried on char te rs  as well as 
scheduled flights, thus  seeming to benefit

these users. However, these added flights 
m ight prove tem porary  and probably would 
not be serving the  var ie ty  of cities currently  
served by the  scheduled airlines. A bout eight 
out of ten first class in terc ity  le t te rs  go by 
air  now. This is possible because the  airlines 
serve so many points a t  such reasonable costs. 
Contract, subsidized mail flights would pro- 
ably be required for many small cities. Sound 
like a backward move? I t  would be, for con
tr a c t  mail service was how the  U.S. airlines 
sta rted .

Q How would deregulation affect career airline 
personnel?

A The aii'line customer today enjoys the  bene
f i ts  and security  of years of tra in ing  and 
experience offered by th is  coun try ’s 300,000 
airline professionals. New carrie rs  coming 
into the industry  would have relatively in
experienced personnel s ta r t in g  a t  the bottom 
of the  wage scale. This would be the one area 
of operating  costs which would make reduc
ing fares  possible. As a resu lt  of the  ra te  
war th a t  m ight rage in an atm osphere of un 
restra ined competition, fewer airlines would 
survive. Thus there  would be fewer employees 
in the industry.

Q Are the airlines who are against deregula
tion also against free enterprise?

A Absolutely not! The airlines, like the  pre 
viously mentioned utilities, provide vital 
public services. I t  is essential to the users of 
all the utility-like systems th a t  the ir  reliabil
ity of operation and fa irness of ra tes  not be 
left to chance. The airlines’ obligation to 
provide adequate service should continue to 
be a s ta tu to ry  mandate. These fac tors  are 

assured for the nation’s air  t ransporta tion  
network by the  present regula tory  s tructure .  
There is certainly room for im provement in 
the I’ate-setting  and rule-making procedures. 
Piedmont feels the  changes can best be made 
within the  fram ew ork  of the  presen t law. II 
has worked exceptionally well, as evidenced 
by our having the  f inest air  transporta tion  
system in the  world.
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