


r , >P   - 

•<.^v 
iN        • ••     . 

N^"   -.- 

*       .'% •*•. 
. '•   '.      -J-. 

A 

••>- ,-.'< 

^^ -... 

-f- 

-'./.,.«( 

A"^"- 
t •      >       .1. 

. V • 

"v ^^•- 

^<>. 

>• •'^>-. 

-:    "<••-.•     - •    "     ;    v-^-    :-•••.    •-•••     :    • V    ":     ' 

*   .v^ 
.y . 

> 

.N 

A 

•^ s- 

•N-    ,' 

A 



,\ 
.0     .•• 

V. ^x 

N •':. j-^   V- 

.\ .    •• -• .   -x 
ex' 
•-   •!•. 

<•• "A ..'   . .1.- 

•^'' ^••..::. 

J.   A 

>.'•-':> 

.•^• 

.'••,  \ 

•/••T' 
•>     sV ̂

   .' 

c^-.•;••-:.- 

'•^,. •^^' .•;-'> • 

v-^. 
-'.:..,''/ 

A''     -J- 

A 
.,\ .(.- 

^^   ••••   •>: -^..v^  :' 

'.     .••>      •       ••   .. •     -^-i,    A'^'      ' ••       "^ •     -^V    -'^      • ;• •     •;,".     <C'    <•>      V        '^ • 

^'•^>. 
K   • • 

•f\- 
o        » 

-    -f- 

^0' 

'l'^ ':-..^'   .'••.•-:••:.   "^ ,^' 

.'f- 

• .  ••• N • 

• ,-v>,'.  •• , 
^ -- 

;•     ->   •.•.-.•.*    V    -:<•    -A.,,/,*   ^v      -^   ••.•.••^\•    V    '<•     'A...;-.-   , 

'•. J'' ^-^^•   r. 
.-^-    • _..\ 

K . 
.J> c - v.-\v 

•t'-.^ •*-:. S^ 

.A-' 

.v'   .'•••'.'-••V.   '^<-       v-'   .'.,   •    ••• 

C^'u. 
• s . . 

•J >• 

"if 
.' ^ • .'•% '. ^<-.   -v 
'.' • 
'   '•-. ',      ^   ^ .0--.. i—         (> ''    » ' -. 









CIVIL AERONAUTICS BOARD—OVERSIGHT 

•      '•.*••'-••'"      BEFORE THE 

SUBCOMMITTEE ON 
TRANSPORTATION AND AERONAUTICS 

OP THE 

COMMITTEE ON 

INTERSTATE AND FOREIGN COMMERCE 

HOUSE OF REPRESENTATIVES 
NINETY-THIRD CONGRESS 

SECOND SESSION 

ON 

LEGISLATIVE OVERSIGHT OF THE CIVIL AERONAUTICS BOARD 

FEBRUARY 7, 1074 

Serial No. 93-64 

Printed for the use of the 
Committee on Interstate and Foreign Commerce 

U.S. GOVERNMENT PRINTING OFKICE 

30-218 WASHINGTON :  1974 



COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 
HARLEY O. 8TAOOERS, West Virginia, CAairraott 

TOKBERT H. MACDONALD, MasBBcbnaetts 
JOHN JARMAN, Oklahoma 
JOHN E. MOSS. CaUfonUa 
JOHN D. DINGELL, Michigan 
PAUL G. ROGERS, Florida 
LIONEL VAN DEERLIN. California 
J. J. PICKLE, Texas 
FRED B. ROONEY, Pennsylvania 
JOHN M. MURPUY. Now York 
DAVID E. 8ATTERFIELD III, Virginia 
BROCK ADAMS, Washington 
W. B. (BILL) 8TUCKEY, JB., Georgia 
PETER N. KYROS, Maine 
BOB ECKUARDT, Texas 
RICHARDSON PREYER, North Carolina 
BERTRAM L. PODELL, New York 
HENRY HELST08KI, New Jersey 
JAMES W. SYMINGTON, Missouri 
CHARLES J. CARNEY, Ohio 
RALPH H. METCALFE, Illinois 
GOODLOE E. BYRON, Maryland 
WILLIAM R. ROY, Kansas 
JOHN BRECKINRIDOE, Kentucky 
THOMAS A. LUKEN, Ohio 

SAMUEL L. DEVINE, Ohio 
ANCHER NELSEN, Minnesota 
JAMES T. BROYHILL, North Carolina 
TIM LEE CARTER, Kentucky 
CLARENCE J. BROWN, Ohio 
DAN KUYKENDALL, Tennessee 
JOE SKUBITZ, Kansas 
JAMES F. HASTINGS, New York 
JAMES M. COLLINS, Texas 
LOUIS FREY, JR., Florida 
JOHN WARE, Pennsylvania 
JOHN Y. McCOLLISTER, Nebraska 
DICK SHOUP, Montana 
BARRY M. QOLDWATER, JB., CaUfomla 
NORMAN F. LENT, New York 
H. JOHN HEINZ III, Pennsylvania 
WILLIAM H. HUDNUT III, Indiapa 
SAMUEL H. YOUNG. Illinois 

W. E. WuxiAUSOM, Clerk 
EENKXTH J. PAINTEB, AuUtanl CUrk 

Profeukmal Staff 
WILLIAM J. DIXON 

ROBERT F. GUTHRIE 

JOHN L. GAMBLE 

CHARLES B. CCRTIS 

LEE S. HTDE 

ELIZABETH HAasiaoK 
jErrREY H. SCHWARTZ 

SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS 

JOHN JARMAN, Oklahoma, Chairman 
D. DINGELL, .Michigan DAN KUYKENDALL, Tennessee 

: ADAMS, Washington 
iM L. PODELL, New York 
\. METCALFE, IlUooU 

JOE SKUBITZ, Kansas 
DICK SHOUP, Montan* 

lil> 



^ 

CONTENTS 

Statement of Civil Aeronautics Board— Paw 
Butler, Charles F., Director, Bureau of International Affairs^  2 
Caldwell, William B., Jr., Director, Bureau of Operating Rights  2 
Gingery, William, Director, Bureau of Enforcement  2 
Heye, Thomas, Administrative Assistant to the Chairman  2 
Hughes, Jim, Director, Office of Public Information  2 
Kolatad, James, Director, Office of Community and Congressional 

Relations  2 
Littell, Richard, General Counsel  2 
Lutz, W. Fletcher, Director, Bureau of Accounts and Statistics  2 
Minetti, Hon. G. Joseph, member of the Board  2 

•   Sherer, Robert J., Director, Bureau of Economics  2 
Timm, Hon. Robert D., Chairman  2 
West, Hon. Lee, member of the Board  2 
Yohe, Jack A., Director, Office of Consimier Complaints   2 
Zink, Harry J., Managing Director     2 

Additional material submitted for the record by the Civil Aeronautics 
Board— 

Letter dated March 7, 1974, from Chairman Timm to Chairman 
Jarman re restrictive practices study    26 

Position of CAB on a GSA proposal to expand military charter opera- 
tions to include employees of the civil agencies  14 

Proposed labor legislation  6 
Questions submitted by Chairman John Jarman and CAB's answers.. 27 

(m) 

^ 

\ 
.N 
\ 





CIVIL AERONAUTICS BOARD—OVERSIGHT 

THTJRSDAY, FEBBUARY 7,  1974 

HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS, 

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m., in room 
2123, Rayburn House Office Building, Hon. John Jarman, chairman, 
presiding. 

Mr. JARMAN. The subcommittee will please be in order. 
The Subcommittee on Transportation and Aeronautics and other 

subcommittees of the Committee on Interstate and Foreign Com- 
merce are conducting oversight hearings concerning the ^•aI•ious agen- 
cies and departments which are witliin the committee's legislative 
jurisdiction. 

This morning the Civil Aeronautics Board is with us and we are 
looking forward to their briefing. Because of the time limitation it 
will not be pos.sible to e.xplore all of the specific questions which mem- 
bers may have. I might say in some instances we may raise a question 
and ask for a written statement at a later date from the Board that 
can be made a part of the record. 

We can hold the record open for the transmittal of all pertinent 
questions and Agency responses thereto, and thej' will be recorded in 
the printed hearing. 

Let me at this time welcome Chairman Robert D. Timm of the 
CAB and other members of the Board. 

Chairman Timm, I will ask that you introduce your colleagues and 
proceed with vour testimoDA' in your own fasliion. 

(1) 



STATEMENT OF HON. ROBERT D. TIMM. CHAIRMAN. CIVIL AERO- 
NAUTICS BOARD; ACCOMPANIED BY HON. G. JOSEPH MINETTI, 
MEMBER; HON. LEE WEST, MEMBER; THOMAS HEYE, ADMINIS- 
TRATIVE ASSISTANT TO THE CHAIRMAN; RICHARD LITTELL, 
GENERAL COUNSEL; ROBERT J. SHERER, DIRECTOR, BUREAU OF 
ECONOMICS; WILLIAM B. CALDWELL, JR., DIRECTOR, BUREAU OF 
OPERATING RIGHTS; CHARLES F. BUTLER, DIRECTOR, BUREAU 
OF INTERNATIONAL AFFAIRS; JAMES KOLSTAD, DIRECTOR, 
OFFICE OF COMMUNITY AND CONGRESSIONAL RELATIONS: JACK 
A. YOHE, DIRECTOR, OFFICE OF CONSUMER COMPLAINTS: JIM 
HUGHES. DIRECTOR, OFFICE OF PUBUC INFORMATION: HARRY 
J. ZINK, MANAGING DIRECTOR; WILLIAM GINGERY, DIRECTOR, 
BUREAU OF ENFORCEMENT; AND W. FLETCHER LUTZ, DIRECTOR, 
BUREAU OF ACCOUNTS AND STATISTICS 

Mr. Ti.M.Ai. Thaiik you, Congressman. 
Thank you very much, Mr. Chairman, and members of the sub- 

committee. 
I appear together with my colleagues from the Civil Aeronautics 

Board and I would like to take tliis opportunity to introduce them 
today. The senior member of the Civil Aeronautics Board, who has 
served longer than anj'one in histor}-, and recentlj'^ reappointed, the 
Honorable G. Joseph Minetti. On liis left is the Honorable Lee West, 
of Oklahoma, recently reappointed to the Boai-d. 
V I am delighted, and I know^ they are too, to accept your invitation 
to meet with you today. It gives us the opportimity to talk about the 
problems of regulating civil aviation with people who have an under- 
standing of those problems and their root causes. We have been looking 
fonvard to this discus,sion so that we at the Board can learn the feel- 
ings of not only this subcommittee but of the public that j'ou represent, 
concerning the Board's performance during these challenging times. 
And I can assure you that the Board will draw upon your knowledge 
and experience for advice and counsel. 

Of paramount interest to you all, I am sure, is the outlook for the 
airline mdustry and the consumer in this j'ear of the fuel shortage, 
1974, and in particular what steps the CAB and the industry it 
regulates are taking to lessen the adverse effect of that shortage. 

I will make no bones about it. The national energy shortage con- 
fronts air transportation with very grave problems. Air service which 
we have become accustomed to is being reduced. At the same time 
that service is being reduced, the costs relating to that service are 
increasing. In 1972, air carriers paid an average of 11.6 cents a gallon 
for aviation fuel. As of December 1973, the average cost per gallon 
for aviation fuel used in domestic operations by the U.S. carriers had 
increased to approximately 14.3 cents per gallon, an increase of 24.6 
percent. 

By the end of this j-^ear we are presently projecting that the cost 
of aviation fuel will be approximately 100 percent over the 1972 figure 
annualized. The impact of such a cost increase upon the industry and 
the traveluig public will be substantial. As a rule of thumb, you can 



figure that for every 1-penny increase in the price of fuel the cost to 
the certificated carriers goes up by approximately $100 million. 
Historically, fuel costs have accounted for approximately 12 percent 
of the carriers' operating costs. We estimate that this figure will 
increase to 20 percent within the next year. 

Moreover, reductions in service do not yield proportionate reduc- 
tions in costs. A recent analysis by our staff indicates that a 10- 
percent reduction in service will only result in a 3-percent savings in 
cost in the short term. Airlines may curtail flights but they still must 
pay for the airplanes, ground facilities, and terminal leases. 

And witli tlie ceiling placed on tlie amount of fuel a carrier can 
consume, there arises the problem of what the carrier can do with 
its excess planes, not to mention those new aircraft for which delivery 
has already been contracted. As of February 1, 1974, the airline in- 
dustrj' has had to ground 96 airplanes having a total estimated book 
value"^of $280 million. 

To give }ou some idea of the impact that gi'oundiug a piece of 
equipment has economically, I would like for you to look with me at 
a DC—10 as though it were a factorj^. The factory costs approximately 
$20 million. Operating 10 hours a da^' at a 55-percent load factor, 
it will produce appro.ximately $15 million a year in revenues. One does 
not shut down a factory of that size anywhere in tliis country without 
having repercussions in service, imemplo_\TTient and corporate eco- 
nomics. ^ ct, due to the unavailability of fuel, 96 such factories of 
varying sizes have had to be shut down. Our latest estimates show 
that about 16,500 employees out of a total workforce of 300,000 have 
been furloughed mainly because of service reductions stemming from 
the fuel situation. 

These shutdowns and resulting service reductions have not been 
brought about by the air carriers. On the contrary, they have been 
forced upon this industry by the Federal Government and the shortage 
of fuel. Normal operations for the airline industry in the first quarter 
of 1974 would have required approximately 622,000 barrels of aviation 
fuel a day. Under the Federal energy* regulations published on De- 
cember 27, 1973, the airline industry was allocated 522,500 barrels 
of aviation fuel per day. 

Let me qui(;kly point out that this is what the carriers were allo- 
cated; it is not a guarantee b}^ the Federal Energy Office that the 
carriers will actually get that amount of fuel. As a matter of fact, as a 
result of a meeting held at our offices on February 1, with a repre- 
sentative of the Federal Energj- Office, we have learned that unless 
the Federal Energj- Office orders a change in the refinery mix, the 
carriers will only have available to them approximately 483,000 
barrels of aviation fuel a day in the first quarter of 1974. In short, 
the airline industry has had its daily consumption of fuel cut back 
by 139,000 barrels "a day or 5,838,000* gallons a day. Of this shortage, 
appro-ximately 20,000 barrels a day or 840,000 gallons a day c;an be 
made up through the use of a fully implemented Federal Aviation 
Administration program of lower cruise speeds, one-engine taxiing, 
and so forth. The rest of the fuel savings comes out of reductions in 
service. 

From all of this, one thing becomes certain: Insuring adequate 
service on a market-by-market basis while preserving the viabiUty of 



the  air transportation system in  the face of the substantial  fuel 
deficiency is an extremely complex problem. 

I am not going to do anything to understate the threat to air 
service posed by the fuel crisis. That threat is real and the CAB, Con- 
gress and the public will be better able to deal \vitii it if they are 
fully advised of its true dimensions. I know that if the public under- 
stands the dimensions of the problem they wll accept in good spirit 
those sacrifices along with all the others they are being asked to face. 

I also believe, however, that before the public accepts such sac- 
rifices of air service they want to be assured that the method by which 
air services are being reduced is on the whole a fair one. They want to 
be assured that cuts are made with direct regard to the character of 
the specific markets or to the overall viability of the national air 
transportation system. They want to be able lo rest confident in the 
knowledge that the fuel crisis is not being exploited by anyone as a 
convenient excuse for achieving ends unrelated to that crisis. 

If for any reason the American people get tlie idea that the burdens 
of this crisis are not being fairly distributed, the unity and national 
resolve indispensable to meet that crisis will evaporate. Thus, if 
actions taken by the Board are not to worsen the crisis, they nnist be 
demonstrably equitable. We believe that the standards for equitably 
distributing those burdens as they relate to air service should be the 
same standards used to distribute equitably the benefits of such serv- 
ice; namely, the standards of public convenience and necessity. 

In the context of service reductions, we have taken the view that 
two principles are essential to the issue of what service reductions are 
truly in the public interest, neither of which principles can be considered 
apart from the other. They are: (1) essential services on a market- by- 
market basis must be preserved; and (2) the national air transportation 
system as a whole must remain viable. It is these two considerations 
which must come together and be applied against the standard of 
public convenience and necessity to determine which cutbacks are 
necessary and which are intolerable. 

At the Board, we are doing everything within our existing power to 
assure that the American people continue to receive essential air 
services during this energy emergency. Just as importantly, we are 
doing all that we can to assure that when the emergency is over the 
American people will still have a viable, well-balanced air transporta- 
tion system. 

As fuel shortages became acute at the close of calendar 197.3, the 
Board's automated data banks and computer facilities were employed 
to study the implications and potential effects on air carriers and 
specific markets. Passenger traffic and capacity data were related with 
standard aircraft-type fuel consumption formulae to develop estimates 
of single-plane reductions that could be absorbed, by markets and by 
carrier, before critical air transportation shortages would begin. The 
ready availabiUty of detailed, automated information and usable 
computer resources, in conjunction with the expertise of the Board's 
staff, were and continue to be a primary tool for this timely Board 
reaction to an impending crisis. 

Plans are being developed for monitoring future fuel conservation 
programs, as they relate to the certificated air carriers. This includes 
extensive use of automation to assure prompt and accurate Board 
evaluation and projection of the impact on air carrier operations. 



Fliglit schedule changes, to be filed in automated form, and carrier 
requests for increased fuel allocations, will initiate computation of 
historic traffic data, fuel burn formulas, and future air travel pro- 
jections. This will allow the Board to evaluate quickly the changes 
in service and competition, to determine the extent to which those 
changes are consistent with the public convenience and necessity, and 
to provide a basis for making recommendations to the Federal Energy 
Office on carriers' needs and requests for increased fuel allocations. 

Gentlemen, the name of the aviation game right now is fuel. My 
staff and I are in constant contact with the Federal Energy Office, 
attempting to aid in the solution of the fuel problems as they relate 
to the air transportation system. 

The biggest single problem at the present time is trjing to get the 
carriers the allocation level assigned to them. This problem was re- 
cently worsened by the Federal Energy Office's program of reallocating 
crude among suppliers. This single regulator^- action will decrease the 
daily available supply of aviation fuel by .30,000 barrels. 

To give you an idea of the severity of this example. United Airlines 
instead of getting 95 percent of its 1972 base \\'ill only get 83 to 86 
percent of its base for February and March. United is not the only 
carrier affected b\^ this crude reallocation shortfall. It is now Februar}' 
7 and the Federal Energy Office has not taken any action to restore 
this shortfall or to assure that the suppliers produce sufficient aviation 
fuel to meet the carriers' allocated needs. 

We will continue to cooperate with the Federal Energj' Office in 
every way we can to solve these problems. However, the ultimate 
decision is theirs. If thej' do nothing to a.ssure that the airline industry 
gets its allocated level of fuel, then we can e.xpect to see further re- 
ductions in service. You cannot sched»de 100 flights if your fuel sup- 
plier tells you he will only give you fuel for 50. 

In conclusion, until the Federal Energy Office takes action to re- 
quire the suppliers to meet the allocation level assigned to the airlines 
industry, v.o will continue to be faced with very real uncertainties 
about the future of service. 

Thank you, Mr. Chairman. My staff and I stand ready to answer 
anv questions that you may have. 

Mr. .lARAfAN. Weil, thank you. Chairman Timm. I think it is an 
excellent statement dealing almost entirely with the grave and im- 
mediate problem that the airline industry faces, and that is the fuel 
problem. Frankly, this morning we intended to cover that important 
subject, but also a broader area of activities of the Board and recom- 
mendations of the Board. I know there will be a number of questions 
on the fuel problem, but I might at this time before we get into the 
specific questions ask this of you, whether the Board has any recom- 
mendations at this time for the Congress not only in the fuel area but 
also other proposed legislation that you feel this subcommittee and the 
full committee and the Congress should be con.sidering. The question 
can touch generally on the problems first and then we will get into the 
specific questions. 

Mr. TniM. We have a legislative progiam that has been submitted 
to the Office of Management and Budget. 

Mr. J.\RMAN. Are you in a position to comment on those and indicate 
what 30U feel the priorities are at this time? 

30-218—74 .2 
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Mr. TiMM. We have one that I would consider to be a priority item 
and that would be in the area of labor legislation affecting transporta- 
tion. I have a summary' of it which I will furnish to you, but it is 
basically a bill that would offer in our view some hopes for early 
settlements and settlements that would work in favor of the consumer 
in that they would t€nd to ward off airline strikes. It is not a new idea 
with us but we treat it now through consumer eyes and it is in effect 
the best final offer theory. Both sides at issue would finally reach a 
point where they would offer a best final offer. An impartial panel 
would select one offer or the other and tliat would be binding. We have 
thought about tliis over the last 2 or 3 years and it seems to us to be a 
reasonable answer, looking at it through consumer eyes. 

[The following information was received for the record:] 

PROPOSED LABOR LEGISLATION 

93-1. TO PROVIDE MORE EFFECTIVE PROTECTION FOR AIR TRANSPORTATION 
CONSUMERS DURING AIRLINE LABOR-MANAGEMENT DISPUTES 

Labor-management disputes involve controversies between those who make up 
the production side of the production/consumption equation. At times, however, 
such disputes may become so intense or prolonged that the consumer interests 
in the production/consumption equation become seriously threatened. At that 
point, it is essential to have an established procedure whereby the consumer's 
interests can be recognized and protected without discarding the orderly bargain- 
ing processes of labor and management. This proposed legislation establishes 
such a system. Under this system, whenever a determination is made that the air 
transportation consumer's interests arc threatened, a procedure would be available 
to safeguard these interests and to bring the disruptive dispute to a fair and 
reasonable conclusion. 

At the present time, labor disputes in the airline industry are handled under 
the provisions of the Railway Labor Act. Section 10 of the Act requires the 
National Mediation Board to notify the President when it concludes that a dis- 
pute, not settled by the mediation and arbitration procedures of the Act, thre.atens 
"to deprive any section of the country of essential transportation service." Upon 
such notification, the President iriay create an emergency board to investigate 
and report respecting the dispute. The Board mast submit its report within 30 
days from the date of creation, and for that period and 30 days after, no change, 
except by agreement, may be made by the parties in the conditions out of which 
the dispute arose. The parties are not required to accept the emergency board's 
recommendations, and if the sixty-day period ends without settlement, the 
President has no recourse other than to request special legislation from Congress. 

The Board believes that the emergency dispute provisions of the Act are 
inadequate for deahng with labor disputes in the airline industry. It is the Board's 
opinion that rather than encouraging serious bargaining, the Act discourages it. 
Since the parties to a dispute know that an emergency board may be appointed, 
they tend to demand—and offer—respectively more and less than they are willing 
to accept. Furthermore, the parties are inclined to look upon the recommendation 
of an emergency board as a basis for further bargaining on their part since the 
recommendation is not binding on them. 

Labor disputes that bring an airline's operations to a halt often cause real 
hardship for some members of the public, and seriously inconvenience many. 
Moreover the need for providing more eflfective means for the settlement of labor 
disputes in the airline industry is made even more acute by the fuel crisis, for at 
lesist two reasons. First, the shortage of automobile gasoline means that travellers 
who would otherwise have travelled by car will be increasingly reljing on air 
service. Second, reductions in the availability of aviation fuel will mean that each 
of the various airlines will be operating at considerably higher load factors. Thus 
prospective passengers unable to use an airline because of a labor dispute arc all 
too likely to find that alternative air tr.insportation is not available. 

Because the emergency strike provisions of the Railway Labor Act are not 
adequate for settling labor disputes in the airline industry, the draft bill would 
provide the President with additional authority for dealing with such disputes. 
The bill would add a new section to title XT of the Federal Aviation Act providing 



that if an airline dispute were not settled within thirty days after the submission 
of a report by an emergency board established by the President under the Railway 
Labor Act, the President would be empowered to require the parties to submit 
two final offers to the Secretary of Labor within three days. The parties would 
be required to continue to bargain over these proposals for a period of five days. 
If no agreement resulted from the bargaining, a final-offer selector panel of three 
neutral members would be appointed by the parties or, if the parties were unable 
to agree on its membership, by the President. The panel, after holding hearings, 
would have to choose one of the final offers, in the exact form that it was pre- 
sented, as the final and binding settlement. The panel's selection could be voided 
by the courts if found to be arbitrary and capricious. 

The final offer selection procedure would encourage the parties to draw their 
respective positions closer together rather than pull further apart. The parties 
would compete to make the most reasonable and most realistic final offer—one 
which would have the best chance to win the panel's endorsement. This procedure 
would have the virtue of providing finality without containing those aspects of 
compulsory arbitration that are inconsistent with free collective bargaining. 

If the President chose not to invoke the "final offer selection" procedure, or if 
either the House or Congress rejected his selection of the procedure as permitted 
by the bill, he could submit the dispute to Congress for special legislation as he 
can do under present law. 

Legislation to implement this proposal has been submitted to 0MB. 

Mr. JARMAN. Has this proposal as yet been introduced in the Con- 
gress in the form of a bill by anyone? 

Mr. TiMM. No, sir. We have just this week sent the latest legislative 
Sackage, as wc are reqtiired, to the Budget Office and we have not 

eard back on this. 
Mr. JARMAN. But on this particular recommendation for strike 

settlements, is your recommendation an updating of bills that have 
been introduced in a prior Congress? 

Mr. TiMM. Yes, sir. Originally it was introduced to cover a much 
broader spectrum than airlines, in fact it was an all-encompassing 
transportation bill submitted by Senator Packwood, and I have been 
in touch with liim over the last year about it. I believe it miglit have 
been also submitted in the House, but I am not certain about that. 

Mr. JARMAN. Mr. Kuykendall. 
Mr. KUYKENDALL. Mr. Timm, it is good to have the members of 

the Board and staff with us. 
Do you remember what this Board used to do before the energy 

crisis? 
Mr. TIMM. Pardon? 
Mr. KUYKENDALL. YOU have a gentleman working for you named 

Mr. Harry J. Zink, I believe. Now he put out a letter on Janiny 16, 
1974, to all yoiu- employees. Now you have got economists, thej' are 
certainly not policemen, and investigators. You have lawj'crs that at 
least part of tbem are not investigators. I would respectfully suggest 
that tiie last burden in the world that you would want placed on your 
employees is that of being an investigator. That is all I am going to 
say about that letter. 

Mr. TIMM. DO you want me to comment? 
Mr. KUYKENDALL. NO, sir, I just want vou to change it. 
Mr. TIMM. I think 1 could put that in its proper context for j'ou if 

you  
Mr. KUYKENDALL. If you will yield just a moment. 
Mr. TIMM. Yes, sir. 
Mr. KUYKENDALL. I would expect every- member of your Board, 

every employee, every Member of this Congress to report an ir- 
regularit}^, certainly, but I don't want them assigned the job of doing 
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it. That is all I am saj-ing. I would expect it to be done. I do it, and 
members of m}' staff do it, members of this committee do it because 
they feel they owe it to the public. 

I am sa3'ing that making that an unofEcial assignment is a bad 
precedent. 

We have been getting truthful, but because of context, distorted 
publicity on j'our allowing discontinuance of service to towns. Here is 
a copA" of one right here from the Associated Press that was in the 
Washington Post a couple days ago, January 12. It has a list of eight 
cities in which you cut out service. But do we have any towns where 
you cut off all the ser\ace? 

Mr. Ti.MM. No, sii*. I think if you would like a  
Mr. KuYKEXDALL. Can we break it down a little bit something 

like this? 
Mr. T1.MA1. All right. 
Mr. KuvKENDALL. At what percentage of the service to a town 

would you consider cutting it off? 
Mr. TiArM. Yes, we w^ould have it. Congressman. Mr. Caldwell of 

our Bureau of Operating Rights can do that for you. 
Mr. KUYKEND.'VLL.   YcS. 
Mr. C.\LDWELL. Congressman, we have acted on 19 requests to 

suspend service in 19 cities and there were 11 foreign points also for 
a total of 30 points. Of that, we have granted authority to suspend 
at all 11 foreign points and 10 of the domestic points. In doing this, 
only four cities lost certificated service. They were Lafaj-ette, Ind.; 
Watertown, Plattsburg, and Saranac Lake, N.Y. 

Mr. KurKEND.^LL. This means they lost the certificated service? 
Mr. C.\DWELL. Certificated service—yes. Three of these cities are 

being served by air taxi, those being Watertown, Plattsburg and 
Saranac Lake. 

With respect to the cities which lost certificated air services it is 
important to note that the commimities involved either concurred in 
or did not oppose the suspension of the certificated carrier. 

Mr. KuYKENDALL. Do you have the authority to prevent the 
elimination of a flight? 

Mr. CALDWELL. Of a flight? 
Mr. KuYKENDALL. Of a flight. 
Mr. CALDWELL. No, sir, only if by the elimination of that flight 

the carrier would be in violation of its certificate, and then we would 
take action. 

Mr. RuYKENDALL. Now the criteria here. You have been interpreted 
as saving that you consider the elimination of a flight itself as having 
something to do Avith scheduling. I know in activities in this sub- 
committee we certainly do not intend that frequency and scheduling 
to be one and the same thing. I would feel that in this duty of the 
certificate, the public sernce and necessity—that is the part 3'ou are 
speaking of, correct? 

Mr. CALDWELL. Yes, sir. 
Mr. KUYKE.VDALL. DO you consider this a very broad authority? 
Mr. CALDWELL. We don't consider it to be very broad authority 

over scheduling, no. 
Mr. KUYKENDALL. No, I don't think you have any scheduHng 

authority, but I am talking about discontinuances. 
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Mr> TiMM. Discontinuances, of course, because the suspension and 
the deletion process is a standard and official process that we go 
thi-ough, and this is what you are talking about, the termiiiation of 
service. 

Mr. KuYKENRALL. The reduction of service means the discon- 
tinuance of a flight. There is no other way to reduce service unless you 
go from a 707 to a DC-9, or from a 747 to a 707. So generally speaking 
when we are talking about reduction of service, we are talking about 
taking a flight off of a total schedule. Is that right? 

Mr. TiMM. I understand what you are saying. 
Mr. KuYKENDALL. Wlicn you speak of reduction of service are you 

generally speaking of taking off a flight? 
Mr. TiMM. Generally, yes. 
Mr. KuYKENDALL. Is there another way? I really would like to 

know. 
Mr. CALDWELL. YOU could decrease the service by going from 

multiser\nce to nonstop. 
Mr. KuYKENDALL. Thank you for that. I don't tliink you have any 

authority over the actual schedule. 
Mr. TiMM. I might quote a little bit of law. The Federal Aviation 

Act specifically uses the term "No type of certificate shall restrict 
the right of an air carrier to add to or change schedules." 

Mr. KuYKENDALL. What factors would you look at in reducing 
service to a busy point? Now we know what you have to do at a point 
where you jiist close down, you either furnish the air taxi service or 
you have to replace it. I think what you do there is fairly clear to us, 
but what do you do about reducing service to a busy point? 

Mr. TiMM. We don't lliink that we have any authority over the 
frequency of service either, and our procedure would be to tr)- as best 
we coukf without having any overview of schedules. Only a 10-day 
filing period is required to make any change in schedule. 

Air. KuYKENDALL. As a matter of clarification, if the XYZ airline 
had 30 flights a day between here and the metropolitan city of V, do 
they have to wply to discontinue 12 of those flights? 

Mr. TiMM. Do they have to what? 
Mr. KuYKEND.\LL. Do they have to ask your permission to discon- 

tinue 12 flights at all? 
Mr. TiMM. No, sir, they just have to notify they are going to do it 

and then do it. 
Mr. KuYKENDALL. If you determined that the public ser\ace and 

convenience was affected by that reduction, what would your action 
be? 

Mr. TiMM. The adequacy provision in the law would come into play 
in which the conimimity or interested jjarlies would file a petition. 

Mr. KuYKENDALL. Thcrc has to be a plaintiff? 
Mr. TiMM. Pardon? 
Mr. KuYKENDALL. There has to be a plaintiff. You cannot irutiate 

action? 
Mr. TiMM. We could, although we have never done this, we could 

perhaps go to the show cause route, but it would have to be based on 
some pretty dramatic service inadequacies, and we would be proi)elled 
immediately then into the adequacy of service investigatory- process 
which by taking the show cause route might save a few days or a few 
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weeks, but we would have to seek the information, get it from the 
committees and then we would be back on that track. 

Mr. KuYKEND.\LL. I think we arc getting into a fairly basic point 
here. I know your colleagues over at the ICC sitting at that same table 
about a year ago we questioned whether or not they had authority to 
act on a certain thing without a plaintiff and the Board of seven split 
right down the middle on whether they did or not. I think in regula- 
toiy agencies tliis is probably a fairly sensitive thing as to whether 
you really do have the authority. 

Mr. Tnni. I think we do have that authority. 
Mr. KuYKENDALL. But do you feel that jou need any more of a 

legislative mandate to move in tiiese cases, particularly during a 
crisis like we have now? 

Mr. TiAiM. Yes, sir. We have testified not only before the Senate 
committee but the committee of the House on our beUef that we need 
an overview authority- on the whole scheduling process, which in- 
cludes frequencies and adequacies. 

Mr. KuYKENDALL. May I suggest in this field that you put some 
study to the fact and get together with this subcommittee. I don't 
believe we used the term "schedulmg" in this subcommittee in the 
same context that yo»i use it in your Board. 

Mr. TiMM. I hope not. 
Mr. KuYKENDALL. I tluuk we better clear our semantics because if 

vou start talking about putting the CAB saying whether the fUght 
lands at 7:59 instead of 9:57, I don't agree with that but there are a 
lot of things I do agree to. 

Mr. TiMM. In otn- testimony every time we met with your staff we 
stated as clearly as we could how we would use this authority and it 
was always on an overview basis. I guess one of the things that we do 
know is what we carmot do. We know that we cannot schedule equip- 
ment and crews, but we do loiow that if we have an opportunity to 
judge the impact on a market and a chance to say to the carriers, 
"Now imilaterally you have done tlvis terrible damage to this market 
and this community, now we are directing you to go back unilaterally 
and knowing what you have done, correct it and solve this problem"— 
this is what we have said all the time consistently. We even offered to 
vour staff to spell it out procedurally exactly how we at the staff would 
handle this and had hoped that you would write the procedure into 
law. 

Mr. JARMAN. The Chair would be remiss this morning if he did not 
comphment and pay tribute to Mr. Minetti on rcappointment and 
the period of longevity and seniority that he has on the Board and to 
welcome a fellow Oklahonian, Judge West, to the Board. 

Mr. KuYKENDALL. Is tluit four terms, Mr. Minetti? 
Mr. MINETTI. Four terms. 
Mr. JARMAN. We look foru-ard to working with you gentlemen. 
Mr. Metcalfe. 
Mr. METCALFE. Thank you very much, Mr. Chainnan, for recogniz- 

ing me. 
I would like to compliment Chairman Timm on his very fuie state- 

ment. Following your text I notice that you adequately and properly 
address yourself to the question of the conservation of fuel and the 
threat of a reduction of fuel. However, I raise the question about the 
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authority that my distinguished colleague, Mr. Kuykendall, liad previ- 
ously addressed liiniself to, aud that is to your authority to function as 
the Civil Aeronautics Board. 

Do you concede that you do now have the authority to provide 
transportation in the "public need and convenience area"? 

Mr. TiMM. Do we consider that we have that authority? 
Mr. METCALFE. Yes. 
Mr. TiMM. We consider that the full foundation of the authority that 

we do have is based on convenience and necessity in a market. 
Mr. METCALFE. Tj-ing in the two, the need to conserve fuel witli the 

public need and convenience, I once again address myself to the ques- 
tion of the elimination of the flights from Midway to O'Hare. You will 
recall that Mayor Daily and Commissioner Downs of lUinois met with 
you on September 25 at which time I had the opportunity and the 
privilege of making a statement to you. It seems to me tliat when we 
analyze the figures—^and 1 am sure you have these figures, too—that 
the distribution of Chicago's resident air passenger market indicated 
that 1,761,560 people had access to O'Hare. If j'ou compare the area of 
Midway; the numbers increase to 1,986,440. Now this is a difference of 
224,880 persons, 224,880 are more accessible to Midwaj-. Further, 80 
percent of those persons who used Midway indicate that they would 
Erefer Midway because of this accommodability. These figures are 

ased on a survey conducted for the city of Chicago and submitted to 
the CAi3 by the "city on September 25, "1973. 

There is presently going on in this building a hearing in which there 
arc six Governors piesent. My Governor, because of the energy crisis 
and because of the tiu-eat to the truckers, was unable to get here be- 
cause he has called out the National Guard in order to protect them. 
Had Midway facilities been available to liiin, he could have been pres- 
ent at this particular important meeting that they have. 

Now tliis study also reveals that 12,000 hours of delaj' time was 
involved in flights going in and out of Midway as I had testified before 
you and your Commission earlier. 

I would ask tliis question. With these figures in mind, do you really 
behave that the public need and convenience is being met by con- 
tinuing to shift from Midway to O'Hare, especially now that we have 
the threat of an energy cutback? As I recall your figures you said that 
United is subject to a reduction to 86 percent of its present allocation 
of fuel, and yet we are consuming more fuel by eliminating those flights 
going into Midway, depriving the people of that particular community 
of services. 

May I have a reaction from you, Mr. Chairman. 
Mr. TiMAt. Congressman, I know how concerned you and the 

Illinois delegation and the (Chicago community are about the cutbacks 
at Midway. I guess it was early last year when we began to meet with 
the carriers in using, I guess, the State Department's good offices to tr\- 
to convince the carriers to try to stimulate more traffic there. I think 
we had perhaps three or four formal meetings on what I will call the 
Midway situation because a number of carriers, one in particular, had 
asked to be relieved of the responsibifity of flying there, and it ter- 
minated flying there. 

All I can say is that except for two carriers—and I stand to be 
corrected if I am wrong on that one—only two carriers are actually 
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certificated specifically at Midway. The other carriers were certificated 
many, many years asio by the Board—I suspect it would be at least 10 
or more years ago by the Board to readjust Chicago. So we don't 
believe that we have authority. 

In meeting with your delegation in my office I was quite firm in my 
belief that we do not have that authority witliin the Board because you 
are at the heart of scheduling hi this instance. 

I might say just because it might be of some interest—and these are 
figures that we put together over the last couple of days on Illinois— 
over 100 departures have been eliminated at the Chicago airports at 
Midway and O'Hare, and departures downstate or other cities in the 
State have been reduced by only seven. So the major reduction has 
been at O'Hare, and then percentagewise the major reduction by far 
is at Midway. 

Mr. METCALFE. AS a regulatory agency—and I hope you won't take 
offense at this statement—it seems to me that the tail is wagging the 
dog, because here the carrier is coming in and telling our august body, 
the CAB, what they can and what they cannot do, and that we are 
not living up to our charge of meeting the public convenience and 
necessity when we agree to eliminate those flights. 

You made a statement which I would like to quote from on page 5 
in which you say, "We are doing all that we can to assure that when 
the emergency is over the American people will still have a viable, 
well-balanced air transportation system." 

If the crisis continues and we don't make Midway a viable com- 
munity service for the large number of people that it serves, then it 
certainly won't be a viable transportation system. So I am suggesting 
to you that I think in the interests of what you came here for of fuel 
conservation when you look at the figure of the amount of gasoline 
that is spent in stackup time in Chicago we could save a lot of 
fuel by rerouting those flights into Midway. We would save 12,000 
gallons of fuel lost in hours of delay time over a short period of time, 
that we would help in this energy problem that we presently have 
today. I think we need to be consistent. I know the rationale of the 
Board is that Chicago has O'Hare "Field and therefore, we can elimi- 
nate these flights and ser%nce to the people in the general Chicago 
area. 

I raise a question with j'ou, Mr. Chairman. Following that line of 
thinking, (hen it is conceivable that any day we may decide that you 
have said it is OK to close National Airport and let the people of 
Washington go to Dulles because that is serving the general area, 
then how far <lo we go after that until we no longer arc a viable agency 
serving the pubhc? 

Mr. TiMM. I think I understand your question, and I know your 
concern. Specifically except for those two carriei-s certificated at 
Midway we do not feel that we, as a regulatory agency spccificall\- 
prohibited by our congressional mandate, have authority to deal with 
the specific problem you describe about Midway, ai\d we kuow we 
don't have any authority over the National Airport situation which 
you use as ai' illustration because it is owned by the Federal Govern- 
ment, and all of the carriers that are in there are spei-ifically certifi- 
cated. 

Mr. METCALFE. Let's go to the city of New "i'ork, and then let's 
take La Guardia Field, and then use the internationa! field th?rc, 
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Kennedy Airport. Would it not follow logically that you could do the 
same thing there along the same lines? In other words, I am still 
questioning—and I am happy that the members of the Board are here 
because the Illinois delegation feels verj' strongly about it, as does the 
mayor of the city of Chicago, as does our commissioner of aviation— 
that this was an unjust decision and an acquiescence to the wish of a 
carrier to deny services to the people. You know that I use Midway 
frequently. I used to use it, and I point it out to you in j'^our testimony 
the inconvenience of it and how it lias completely altered my particular 
schedule. I leave you with that thought because I still think that vou 
are not fulfilling your charge as a public trust when we permit a 
carrier to dictate to our Civil Aeronautics Board. 

Mr. Chairman, my distinguished colleague, Morgan Murphy, has 
introduced a bill, H.R. 12413. This bill states that no air carrier shall 
discontinue services in whole or in part unless such action is found to 
be in the public interest and after we have had public hearings. So I 
hope that this subcommittee will be able to address itself shortly to 
this legislation. 

I have no further questions. Thank you very kindly. 
Thank you. Chairman Tiinm. 
Mr. JAR.MAN. At this point, Mr. Chairman, let me raise one question 

for comments from the Board before I recognize other members of 
the subcommittee. 

Wlicn we get your comments on the General Services Administra- 
tion proposal for a worldwide air shuttle system, and my understand- 
ing is this is about to be implemented by the Defense Department, in 
correspondence with the Administator of G8A, a letter from him to 
me in December referred to the survey of civilian agency travel re- 
quirements that develop traffic forecasts indicating an average of 900 
passengers a month who would utilize a charter system from Wash- 
ington to major points in Europe. This forecast economically justified 
the establishment of initial flights to Europe. Therefore, on November 
7, 1973, we requested that the Secretary of Defense a.ssume the respon- 
sibility for initiating and operating a charter system that would com- 
bine civil air international traffic with defense traffic for the Depart- 
ment of Defense. Defense has taken steps to initiate the first charter 
flights to major European cities, and we will continue to work closely 
with them in developing civil agency international air travel require- 
ments to expand the European charter flights to encompass other 
overseas areas whenever justified by traffic volume and potential 
savings to Government. 

A concern that some of us have on this is the tremendous impact 
that it could have upon the scheduled carriers of the country, partic- 
ularly as you emphasized earlier in jour statement at a time when air 
carriers arc suffering fuel shortages and an economic recession, or some 
aspects of an economic recession. We question the justification at this 
time particularly for forcing the certificated airlins to operate a special 
contract shuttle operation in view of the critical fuel shortage through- 
out the world and the cutback of scheduled and contract operation by 
scheduled airlines. 

As I say, I have raised this issue wath GSA. Some of us in this com- 
mittee are giving consideration to the need for the justification for and 
the possibihtv of holding hearings on this subject, and we would like 
to have the Board's reaction to this jiroposed plan. 

80-218—74 8 
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Mr. TiMM. We have been asked only at this point by GSA at least 
to give them the use that we as an agency would make of such a service. 
We have not been asked as the Civil Aeronautics Board to give our 
"professional" opinion on it. It ma}' well be • 

Mr. JABMAN. May I interpose there that this committee looks to 
you gentlemen on the CAB for analj^sis of any proposals that affect 
the airline services of the carriers of our Nation, and so we are asking 
you. 

Mr. TiMM. We probably ought to furnish you with this in a more 
thoughtful way than I can attempting to speak for the Board. 

I am advised by counsel we have to rule on a facet of it later. So if 
you like us to furnish you in the next week or so with our views on it, 
I would be glad to start that process. We do have I know some early 
thoughts on it. We just had never been taken to the next step and now 
we have been. 

Mr. JARMAN. I think it would be helpful to the committee in our own 
aiuilvsis of this proposal. 

^fr. TiMM. Thank you. We will do that. 
[The following information was received for the record:] 

POSITION  OF  CAB   ON  A   GSA  PROPOSAL, To  EXPAND   MILIT.*.KY   CHARTER 
OPERATIONS To INCLUDE EMPLOYEES OF THE CIVIL AGENCIES 

The Board has recently become aware of a plan to establish so-called govern- 
ment "air shuttle" services on certain overseas air routes. As we understand it, 
the plan contemplates that the Department of Defense will charter aircraft 
from civil air carriers on behalf of the Federal Government in general. 

From a short term, economic standpoint, the Board is quite concerned about 
various aspects of the proposal. The international scheduled services of the U.S. 
flag carriers, on which substantial volumes of official military and civilian travel 
are carried, are under heavy economic pressure today. This is particularly true 
on the principal transatlantic and transpacific routes. In the Atlantic area, jet 
fuel costs in the current calendar quarter are 270 percent of the price paid per 
gallon as recently as the second quarter of 1973. (36 cents vs. 13 cents.) In the 
Pacific, the situation is nearly as bad, fuel costs being 215 percent of the level in 
the second quarter last year. (28 cents vs. 13 cents.) It is estimated that the 
carriers' transatlantic revenues must increase by 21 percent overall just to keep even 
with the fuel cost increases sustained so far. In the Pacific, the needed overall 
revenue increase is 13 percent. Moreover, there is absolutely no ba.sis to assume 
that fuel prices have hit their peak and that there will be no further rises. 

The carriers are, of course, attempting to increase their fares and rates to re- 
cover as nmeh as they can of the liigher costs of jet fuel. Their ability to do so is 
not unUmited, since large price increases will discourage air travel to the point of 
being self-defeating. Neither are unlimited service reductions the easy answer. 
Quite apart from the detriment to the public from sweeping schedule reductions, 
carriers cannot reduce expenses proportionatelj', at least in the short term. The 
loss of additional revenues from scheduled services inherent in the charter plan will 
compound the difficulties of maintaining a viable scheduled service in this difficult 
period. We would add that both Pan American and TWA have stated publicly 
that some form of Federal subsidy may be necessaiy to sustain international 
scheduled services deemed to be in the public interest. 

We w^ould expect that under the charter arrangement fairly significant volumes 
of official government traffic would bo diverted to foreign airlines for transporta- 
tion from the foreign "charter terminal" to the ultimate destination. This will 
stem from the mucli greater level of foreign carrier service in those markets as 
compared with U.S. flag carrier services and, in some situations, from local govern- 
mental requirements. Such diversion would adversely affect the U.S. balance of 
pajTnents. 

JFinally, we would question that the cost implications have been fully eimlored. 
In the first place, reduced revenues earned by the U.S. carriers mean lower Federal 
income taxes will be paid by them. Secondly, the scheduled carriers may not main- 
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tain the present" category Z" fares for such military traffic as may need to continue 
to use the scheduled services. Such traffic would then have to move at higher 
faras. Thirdly, the fares for intra-European or intra-Asiau travel are usually quite 
high, whether the service is proformed by U.S. or foreign carriers. These relatively 
high costs will tend to ofifset the .savings otherwise realized in the charter service. 

The Board, of course, understands and fully supports all reasonable measures 
to economize on governmental expenditures. Our concern is that implementation 
at this point in time may prove very costly to a valuable national asset, our sched- 
uled air transportation system. We would urge that all the ramifications of this 
proposed plan be carefully considered. 

In this regard, the Board is studying the charter proposal for the purpose of 
presenting testimony before the Subcommittee on Treasury, U.S. Postal Service; 
General Government of the Senate Committee on Appropriations. This testimony, 
which is schediiled for March 20, will elaborate the Board's views on the charter 
proposal. I will be pleased to supply you with copies of the Board's testimony soon. 

Mr. JARMAN. We have with us this morning our colleague from the 
full committee, Mr. Murphy of New York. Air. Murphy, while not a 
member of this subcommittee, is interested in the matters before us 
today. 

Mr. MURPHY. Thank you, Mr. Chairman. 
I certainly appreciate the opportunity to participate in this hearing, 

and I would like to ask the Chair if he is going to have the FAA in as 
an adjunct to this particular hearing? 

Mr. JARMAN. I respond to the gentleman that we had the FAA 
scheduled for yesterday morning and because of the full committee 
program we had to change that, but we will be hearing from the FAA 
as  soon  as  possible. 

Mr. MURPHY. I would also suggest that the Chair entertain having 
both the FAA and CAB appear together, because so many times these 
two agencies and this industry don't know where to go and at whose 
doorstep to lay the particular problem. It seems that when bureau- 
cratic agencies are involved many of these problems fall between the 
agencies, and we cannot get a resolution of the problem. If that is 
possible, I would certainly recommend it. 

I would like to welcome members of the CAB here. 
Chairman Timm, we have met before, and not too many months 

ago. 
My colleague from New York, Mr. Minetti. Four good terms 

de.serves another, Joe, as you have heard so many times in the past. 
I read with interest your statement. Chairman Timm, with which I 

could not disagree with more in light of j^our testimony here only a few 
short months ago. We find the energy crisis being blamed and solely 
blamed for every ill that belongs to every industry and it is, I must say, 
a convenient cloak to pull over problems that if they surface do have a 
vexatious type of solution that is necessary for them. 

Now I would like to quote from Chairman Timra's testimony here 
on May 16, 1973, when we were analyzing the problems of this 
industry, and it was in response to a question from Congressman 
Roy. He said: 

It generally has to be assumed that if airline managements are interested in 
what they should be interested in ;i,s investor-owned companies making a profit, 
that they would provide as much frequency as they could possibly sustain profit- 
ably. I think this has been pretty well demonstrated. I know you are not satisfied 
with this demonstration in your mind perhaps today but normally the problem 
that is presented to me as often as the one you have presented is one of gross 
oversoheduling. 1 ir. fact take the po-iition that in a number of markets they are 
destroying themselves Ijy ovurcompetition and by ovorscheduling. 
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Now would you say that these 96 planes that were grounded were 
grounded because of an energy crisis or because of overscheduling and 
the ability of the industry at this time to pull off these noncompetitive 
flights? 

Mr. TiMM. That is a good question, and I tliink I have a good answer. 
I can categorically say that all 96 of them were pulled off of the mar- 
kets because of fuel. 

Mr. MuRPHV. The Oil and Gas Journal reports that: "Over the 
last 4-week period jet fuel availability is up 6.15 percent. Over- 
availability is up over last year, and production is up 6.56 percent 
over last year." 

Now where is the jet fuel? 
Mr. TiMM. It is someplace in storage, unavailable for the airlines 

or they would be getting their 95-percent allocation, and the local 
carriers would be getting 100-percent allocation. 

Mr. Murphy. Would you sa}' that the cancellation of the shuttle 
from Newark, N.J., to Washington, D.C., was as a result of the 
energ\' crisis? 

Mr. TiMM. Yes, sir. 
Mr. MURPHY. Then why did we have this hearing in May when the 

curtailment of that shuttle was one of the basic problems and 3 years 
ago we had the same type hearing? Was it the energ^y crisis in May 
when we were still limiting importations on crude oil and other prod- 
ucts, and .3 years ago when supposedly there was enough fuel to go 
for virtual!)' any flight that was necessary in this country? 

Mr. TiMM. In May, Congressman, although we seem to sort of rise 
on the energy crisis tide every morning, there was an energy shortage 
in its development stage. It began as a matter of fact well over a year 
ago with some cancellation of flights during the holiday season. 

In the Newark market, without being pnvy to the thought processes 
of management, I can try to guess that they were trying to eliminate 
very high fuel absorbing aircraft, notably the Electra, which was used 
in that market. I tliink the ([uestion gets back to fuel at that stage. 

Mr. MURPHY. I couUl not disagree with you more there. 
Why was the 10 o'clock shuttle cut off from La Guardia to 

Washington? 
Mr. tiMM. Wliy was it? 
Mr. MURPHY. Wliy was it cut off or eliminated last month, this 

month? 
Mr. TiMM. Well, you know you are probably asking me questions 

that management should answer because we have no scheduling 
authority as I have almost supen-epetively told the Corigress, so we 
are only informed through a reporting requirement. There is no 
requirement to explain in the scheduling field. 

Afr. MURPHY. The reason for it was not to provide an adequate 
service, it was to consolidate shifts in that particular operation which 
was an economy move which goes right back to your May statement 
that it was overscheduling, not in this particular market to my mind 
but in too many markets, and not an energy problem. 

Now there are 12 airlines that have been certificated to fly the 
Northeast corridor, but only Eastern and American provide any 
substantial service in this market. Is it true that CAB imposed no 
oblip:ation on the airiine to comply with the implied intent of its 
certificate; that is, to fly the route for which a certificate has been 
issued? 
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Mr. TiMM. I don't know the number of flights. I know there are 
seven airlines now that fl^' between the Washington, D.C. area and 
the New York area. At the time that you and I were having our 
colloquy last sjjring I think there were 26 flights a day leaving this 
area for New York, and I think now you are aslSng me about adequacy 
of service. 

I have tried almost individually to a number of Congressman here 
to explain as well as I could that this is outside of our purview unless 
we either want to, on our own motion, institute an adequacy of service 
investigation, and the responsibility for providing data would fall 
on the shoulders of the community serv'cd to prosecute an adequacy 
of service investigation. Having done that, you have used up the 
authority you have given us in the matter of scheduling. 

Mr. MURPHY. Does the FAA have any authority in scheduling? 
Mr. TiMM. I don't know. I think not. 
Mr. MURPHY. Mr. Chairman, I think the record should reflect 

that the FAA should be here and respond to that question, and I 
think it would probably serve our purpose to have both agencies 
here to respond to those questions. Scheduling is a function of the 
FAA, it is also a function of the CAB and both agencies have a 
responsibility toward it. The FAA is eliminating takeoffs and landings 
from airports throughout this cotmtn^ and administering slot restric- 
tions. I certainly think we should find out what the effect is on sched- 
uling and the economic impact that slot assignment has on the carriers 
authorized to serve those markets. 

How frequently, Chairman Timin, does the CAB and the FAA meet 
to discuss problems that may evolve due to the issuance of a certificate 
to a carrier of the assignment of a slot by FAA? 

Mr. TiMM. We do not meet with the FAA on this subject. It falls 
outside of our authority; we being an agency mandated by the Con- 
gress, they being an executive agency. We cooperate on matters that 
the Congress has demonstrated either bj' law or by specific committee 
direction to cooperate with that agency, but by and large they are 
separate and distinct functions and derive their authority from two 
different sources. 

Mr. MURPHY. Isn't it true that up until a few years ago top staff 
people of CAB and FAA held informal meetings at least weekly, 
and that these meetings have now been discontinued? Do you think 
any useful purpose was served by those meetings? 

Mr. TiMM. I don't have any personal knowledge of any of the 
high level meetings you discuss, but I am informed that on an occa- 
sional informal luncheon basis tlie chairman of the CAB at one time 
and the FAA Administrator met to discuss topics of general interest 
over a period of a year and they were abandoned after that time. 

Mr. Minetti, who has served well and so long, tells ii\,»^^Mt^t he 
cannot remember any kind of a formal arrangement like this.- 

Mr. MURPHY. HOW about informal? 
Mr. TiMM. Nor informally, he tells me. '    ^ 
Mr. MURPHY. It conflicts with information that I have received. 
I would like to congratulate the CAB on the fact that it is now 

identified at least by its release of January 10 as the agency for the 
traveling public to inform due to .service inadequacy or otlier problems 
that they receive, and that your complaints are up over 50 percent. 
We discussed in our May meeting that the traveling public writes to 
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everybodA^ except the CAB registering their complaints, and, of course, 
flight irregularities, reservation and baggage problems were tlie 
greatest number of complaints. 

I am sorry that Congressman Kuykendall is not here because I 
have to tlisagree with him too, as I think it is a legitimate mission 
for you to have Board employees who travel by air report to you in 
the agency on their observations, of course in these areas involved. I 
certainly think that it is not snooping to make a report on the adequacy 
of ser\-i(;e and safety of service that is the responsibility of the Boanj. 

Mr. Tni.M. I might say we tliouglit it did e.xtend a rather thin 
line. 

Mr. MURPHY. I might repeat tliat for Jam right now. He lias got a 
pretty good snooper in here telling him wlien he is being talked about. 

Some months ago the Bureau of Operating Rights instituted a study 
of on-time schedules. I have been told that letters were addressed to 
all the major carriers and that they ha\'e responded. Have these 
replies ever been made public and what has happened to the study? 

Mr. CALDWELL. Well, Congressman, we furnished replies we got 
from the carriers in that instance. We continue to evaluate t!ie per- 
formance monthly now and to the extent that there a|)pears to be a 
potential \-iolation we write to the carrier to determine w hether or not 
in fact they are conforming to part 234 of l';- Board's Economic 
Regulations. We have also witli respect to service between New '^'ork 
and Washington had occasion to have tlie Bui'eau of Enforcement 
audit American and Eastern reports to us to determine that they 
were in fact true and correct, and that audit I am informed di<l show 
that. 

Mr. MURPHY. Wliy did tlie CAR cliange tlieir compliance reports, 
substituting a rule that would oidy i'cc[uire block to block time plus 
15 minutes as sufficient time to comply with the public schedules? 

Mr. CALDWELL. Sir, 1 am not sure it was changed. There has been 
no change as far as I know in the rule. It lias alwaj-s been on a block 
time basis plus 15 minutes. Tlie reporting that we get from the carriers 
is on an arrival time plus 15 minutes, and the published reports that 
we put out are on an arrival plus 15 minutes. 

Mr. MURPHY. Chairman Tinim, we appreciate your coming. I don't 
think that the energy crisis can be used as a coverall for many industry 
problems. I think there are many representali\es in this room of tlie 
major carriers in tliis country. They freely and dearly admit that their 
industry has been in difficulties over the past 5 years particularly, that 
their problems don't particularly stem from an energy crisis, that they 
do stem, as you stated to us in May, from overscheduling and many 
other changes that are taking place in the inilustry. That govern- 
ment siiould certainly change its attitudes. That perhaps the pricing 
structure for service has to be changed or reevaluated. 

Tliis committee reported the Airport and Airways Development Act 
just enacted in the recent (Congress. Its purpose was to insure that tlie 
Nation had the proper and adequate facilities for the industry to use, 
and the virtually billions of dollars of public funds that go into this 
certainly demand that the industrj^ be properly regulateil in the public 
interest. 

I think that we cannot let a situation that is hopefully temporary' 
cloud many of tlie underlying management and policy questions that 
have brought us to the level of inadequate service tluit we experience 
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in the New York to Washington carrier, that we experience out of 
Chicago, and wliicli is a national problem. 

Mr. METC.^LFE [presiding]. Does that complete your questioning? 
Mr. MURPHY. Yes. 
Mr. METCALFE. Thank jou very much, Congressman. 
I now recognize legal counsel for the subconunittee, William Di.\on. 
Mr. Dixo.v. Thank you, Mr. Chairman. 
Chairman Timm, you have already said that you would be happy to 

furnish some material to questions that have been raised. I think'for 
the record there are a lot of subjects that we won't be able to reach 
this morning, and we could submit with a letter from Chairnum Jarman 
a list of interrogatories or questions and put them all in the same 
place in the record. You can respond in writing to those [see p. 27]. 

One or two I might mention that have not been touched on jet, I 
don't know if there will be time for the members to go into these. 

First, the surcharges for security measures. As you know, there has 
been a good bit of coimnunication about some carriers getting wind- 
falls and some are not getting enough money for this, and some airport 
operators are satisfied and some are not. You have a proceeding on that 
subject now do }ou not? 

Mr. Ti.MM. Would you like me to respond? 
Mr. DixoN. Yes, sir, and give us some estimate as to when you 

might have a sifting and sorting of the surcharges, and be able to 
identify where the money is going and where it should be going. 

Mr. TiMM. 1 thhik 1 could probably respond by reminding you and 
my colleagues that when we mo\-etl into this security program it was 
done pretty swiftly and we immediately realized that we nuist monitor 
and recvaluate it. We have been doing that since shortly after it began 
to fmiction. 

I guess I must rule out the substantive discussion of it, but I would 
like to ask Mr. Sherer to describe the stage and status of that. 

Mr. SHERER. The investigative procedure is at the stage where all 
of the parties have filed direct exhibits before the administrative law 
judge. Rebuttal c.xliibits are due in just a few days, and the hearing 
date is just following that. There is some indication from the reported 
data of the carriers that the collections are in excess of the payments 
the\' have made. The airports are parties to this proceeding. There is 
some revelation that airports are not completely being reimbursed for 
their costs, and in fact that some have not reached a final agreement 
with the air carriers. 

These questions have to be resolved and I'esolved fairly quickly as to 
the proper amount of security charge and the proper payments to the 
airports. 

Air. DixoN. Thank you very much. We \\ ill follow up with a letter 
and questions. After we conclude this morning if you w ant one of the 
members of your staff to go over with me informally what some of 
these are I would be glad to give you the subjects we have in mind. 

Mr. TIMM. Be haj)py to do thai. 
Mr. DixoN. Thank you, Mr. Chairman. 
Mr. METCALFE. The Chair now recognizes Mr. Adams. 
Mr. ADAMS. Thank you, Mr. Chairnum. 
I was very interested in your comments on page 4 with regard to 

the manner in which you are going to apply the problems of the fuel 
crisis to what was previously- a problem of over and underscheduling. 
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I remember in particular that you had an interest in the fuel allocation 
bill that came through to have given the CAB the authority to control 
a certain amount of scheduling. Isn't that right? 

Mr. TiMM. To have an overview of the impact on a market as a 
result of unilateral scheduling. 

Mr. ADAMS. Unilateral scheduling, correct. 
Now as I understand it, and our understanding was at that time the 

aii'lines do have the power of unilateral scheduling and the CAB does 
not have power over individual schedules both because of their multi- 
plicity and the individual scheduling of crews, equipment and so on. 
So at the present time the power of the CAB is simply to determine 
adequacj^ of service into a particular market overall, isn't that correct? 

Mr. TiMM. We beheve that is the extent of our authority, yes. 
Mr. ADAMS. NOW I am concerned by your testimony this morning 

where you indicated that you were leaving adequacy of service to the 
complaint process and to the production of evidence by the individual 
market served. Docs not the Board have authority on its own motion 
to determine adequacy of service into a particular market? 

Mr. TiMM. Really, I think maj-be before \-ou came here  
Mr. ADAMS. I heard your colloquy with Mr. Murphy and so on. 
Mr. TiMM. Part of that, Mr. Adams, I was asked whether we did 

have authority to order a show cause hearing, and we believe we do 
have that authority. My further comment on it was that eventually 
the burden would have to fall largely on developing the material 
through the communities and we could shorten the process by a show 
cause if we chose to go that way. 

I would like to ask my senior colleague a question. Have we ever 
used a show cause authority on the adequacy-of-service question? 

Mr. MiNETTi. I don't recall any. 
Mr. ADAMS. TO my knowledge you have not, and that brings me to 

page 5 of your statement because I think what the committee is 
interested in knowing is the manner in which you are going to respond 
to the fuel shortage and to the allocation among the various airlines. 

Now you have indicated at the botton of page 5 that you now have 
automated data banks and computer facilities and later in j-our state- 
ment you indicated that you are now requiring filing of automated 
schedules and schedule changes so that you have in A'our computer 
bank the number, frequency and I assume the time of scheduling into 
various markets; isn't that correct? 

Mr. CALDWELL. We currently have on file the schedules in hard 
copy form. Wliat the statement refers to is a program that is underway 
to require a method of fding with the Board that could be readily 
available to computer readouts. Today we merely have the schedule 
in the carrier's file with us. We have historical data after the fact, so 
to speak, of what the results of each of those schedules were. 

Mr. ADAMS. All risrht. Now the reason that I asked that is that if 
this data is then available to you in computer form, you can, through 
use of your computer facilities, determine on an almost immediate 
basis aclequacy of scheduling, which means adequacy of service into 
anv particular market in the United States; isn't that correct? 

By adequacj' I don't mean a value judgment on adequacy, but you 
have factual information as to what is mo\dng in and out of particular 
markets. 



21 

Mr. TiMM. Yes, sir. Leaving out tlic judgmontal part of it. 
Mr. ADAM.S. Lea\ang out the judgmental part, you have the 

capacity to determine what is happening in a particular market so 
far as scheduling is concerned. 

Now we have previously discussed, and I don't want to again put 
any words in your mouth, but I want to know what your present 
policy as a board is on this. With regard to the fuel (trisis you are 
going to try to operate a certain number of fUghts in a spectrum 
between say one where serA'ice presently was there, there was one 
flight a day in and out. That was the bottom level, you felt you 
could not touch those because if there were no flights a day to a 
scheduled point, the service was obviously inadequate. I beheve 
you had a percentage of 72-percent load factor on top, that if the 
planes flpng in and out were carrying more than 72 percent it meant 
that you needed that amount of equipment or scheduling in there in 
order to adequately serve the market. Is that correct? 

Mr. TiMM. Use the 72 percent as a cutoff point on our computer 
program and again it was judgmental. That would describe the point 
where we would not believe service was adequate. 

Mr. ADAMS. All right. Now between those two points you have 
now had some period of time to use your data banks and your com- 
puters with a lessening of service in between the two extremes. How 
much fuel can you reduce as overall fuel consumj)tion for the airline 
industry toward meeting the shortfall? You indicate here the industry 
is getting 483,000 barrels per day in the first quarter of 1974; they had 
been allocated 522,500 barrels. They would have required for normal 
operations 622,000 barrels, which indicates to me a shortfall of some- 
where around 1.39,000 barrels. How close do you come to doing that 
without basically changing the pattern of air service which yon have 
indicated would be adequate? 

Mr. TIM^r. I think I recall one of your first questions. Inherently 
in the total question was how much more service rediictions should 
happen? Did you say it that way? 

\\e believe that no more service reduction should happen, and we 
think that because of the failure of the Federal Energy Office to force 
tlie suppliei-s and the refineries to have the mi.x that would guarantee 
the allocation, we think falling below that will be disastrous. 

Mr. ADAMS, in other words, you believe that you have an overall 
program and that you have bottomed out on what would be service 
i-eductions without cutting into \'Our adequacy of service requirements 
as of now? 

Mr. TiMM. Yes, sir. We have made the point as well as we could 
with the Federal Energy Office that if they continued to go toward 
the goal of the 25-percent reduction over 1974 needs and we tried to 
demonstrate this in what I consider to be an excellent economic 
study, that it woulti very likely have a devastating effect on the air 
transport system. Working with them, using our fuel consumption 
figures, using what material we had, we were able to convince that 
office that they could go up another 10 percent to the 95-percent level 
for the tnuiks and clear to 100 percent for the local service airlines. 

We would be able to demonstrate this just on what we consider to 
be our field, the economic field, that they were flirting dangerously 
close to the brink of being destructive of the whole air transport 
system if we fell below the 95-percent allocation. 
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Mr. ADAMS. NOW the reason I ask you this is that we have just 
completed a series of hearings involving the trucking industry and 
they had conducted an investigation on whether or not—and this is 
in your statement too—all allocations were being matched by supply. 

Now are allocations being matched by supply in the airline industry? 
Mr. TiMM. No, sir, not on an industrywide basi.'-", or on a carrier 

basis. I think that probably in some specific markets under some pres- 
sures and some direction by the Federal Energy Office that they cfo on 
the short term rise to meet the allocation, but generally there is a 
shortfall of roughly 39,500 barrels as was demonstrated. 

Mr. ADAMS. What explanation does the oil industry give to you or 
to the Federal Energy Office for the oil industry as to why they are 
not meeting their allocations with supply, or is it being met at a higher 
price? 

Mr. TiMM. Well, I think they have a number of answers to that, 
none of them really respoasive to our concerns. 

The recent allocation program of allocating crude to the inde- 
pendent refineries is one that creates a 30,000-barrel shortfall, and 
they can po.nt directly to that and saj', "Because of that action we 
are short that many barrels." 

As for the supplier, from what I can gather he just simplj^ tells 
an airline that, "I am sorry, I know it is 95 percent. I only have 72 
percent available. That is all you cnn have." 

They come back to our office and through Mr. Shercr, who is our 
energy coordinator, we work with the Federal Energj' Office, and many 
times they are able to convince the supplier that he indeed can find 
the balance of that. Our concern is tliat it get to where it should go 
from our point of view. We really don't go into where he gets the 
supply. 

Mr. ADAMS. Has there been a variation in price as the supply has 
been increased? 

Mr. TiMM. The crude price triggers a raise, but outside that • 
Mr. ADAMS. I am talking about the jet fuel price. 
Mr. TiMM. It has gone up  considerably,  especially as contracts 

expire, and the contracts by companies expire at difl'erent times all 
over through their station areas. 

Mr. ADAMS. DO you have any statistics now on how many contracts 
are open or how many airlines are being required to buy in effect 
on a variable price market or where the contracts have been declared 
to be over as being abrogated by force majeure, that the force majeure 
clause is applying? 

My feeling about this, and it has gone through ev^ery industry, is 
that the oil com{)anies are playing along with cries of the administra- 
tion of wolf, wolf, shortage. Then they let the price go up, and when 
the price goes up enough, the product appears. 

I just want to know if that is happening in the airline industry. 
It is either happening or it isn't. Say it is or it is not and we won't 
say bad things about them. If it is happening, then I think that we 
should be dealing with that problem in a very severe fashion. 

AS you know, we have enough energy bills floating around here to 
satisfy everybody, or nobody. 

Mr. SHERER. On the matters of contracts that have opened since 
the allocation program began in October, the contracts of Alaska 
Airlines, Frontier, and Trans-World in the domestic service with one 
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supplier for different locations, expired December 31 or on or about 
that date. My understanding is that that particular oil company has 
refused to reach any agreement on a fixed price contract or a fixed 
price subject to escalation. In at least two of those instances they are 
willingly supplying at or near the allocation level, bul on a quotation 
basis deliver}' by delivery. 

Mr. ADAMS, 'truck by truck. 
Mr. Tnni. Yes, sir. 
Mr. ADAMS. It is an old game. 
Mr. SHERER. The rest of the industry who have continuing con- 

tracts have a firmness in price, but it is increased. Each time the 
domestic basic crude price is allowed to increase 25 cents a barrel they 
get a passthrough increase in their contract for jet fuel which relates 
to approximately 2.2 cents per dollar of domestic crude increase. Now 
there have been some companies confronted by the oil companies 
almost demanding that they reopen the price provisions in their 
existing current contracts on the theory that perhaps the allocation 
program and the 1978 Petroleum Allocation Act rendered those 
contracts no longer valid. 

Mr. ADAMS. Force majeure. 
Mr. SHERER. TO my knowledge no one has conceded that that was 

the case. 
Mr. ADAMS. Mr. Chairman, I just have one last question and that 

is when docs your next fare increase to the consumers come along in 
order to pay for the jet fuel? 

Mr. TiMAi. We have a filing before us  
Mr. ADA.MS. I assumed you would. 
Mr. TiM.M. Thai is under  
Mr. ADAMS. It seems to me that everything goes back to the oil 

companies now no matter where we are, either trucks or trains or 
planes or where it is. I just want to confirm it. I don't want to make 
auA^ false or wild charges against what has happened. Wlien is it? 

\lr. TiMM. That is a difficult question to answer in itself on the 
timeliness of it because there is a filing before us, as a matter of fact 
there are two of them, and they have two different points of view in 
the way they were filed. One was as a part of a general fare increase, 
and the other is strictly as passthrough that would be triggered at a 
certain level by the fuel cost more on a surcharge basis. 1 notice the 
date is March 1 in which that would take effect if the board di<l not 
take any action on the former request for an increase. We will take 
action on this subject within the next 2 or 3 weeks. 

Mr. ADAMS. Thank j^ou, Mr. Chairman. I hope it is on a surcharge 
basis, so that if we ever get to the oil companies we will at least be 
able to find where the charge is. 

Thank you, Mr. Chairman. 
Mr. TlM^t. If I could, I would like to make one comment that has 

not been made because there are two categories of fuel. So-called 
bonded fuel used by the international carriers has escalated much 
more rapidly describing just the situation you did on a day-by-day 
basis from an increase of 60 to 500 percent. We are finding for the 
first time now decreases in service because the cost economics will 
not allow a carrier to carry—even at a maximum he would fail to 
make a profit and, therefore, maximizing—I am talking about cargo— 
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liis flying time at the charges available. Tliis is the first tip of the 
iceberg on reduction in service because of cost. 

Mr. ADAM.S. Mr. Tinim, when you have got the same oil being 
produced at basically tlie same price, and it is a scarce commodit.y 
and you think that the administration is going to ration this by price, 
3-0U cannot have any other result other than what you are getting 
now and that is why so manj- of us are so desperately opposed to it. 

Thank you, Mr. Chairman. 
Mr. JAHMAN. Mr. Chairman, in August of last year, the Bureau of 

International Affairs released a rather lengthy report on foreign 
countries discriminating against the U.S. air carriers. In our hearing 
this morning could you comment as to form and e.xtent of that kind 
of discrimination and what is being done? 

Mr. TiMM. This was a project done by our Bureau of International 
Affairs, headed by Mr. Charles Butler, and since it was such a special 
assignment I think 1 would have liim, if he would, just come up here- 
and tell you how we went about that and the follow on. 

Mr. JARMAN. We will be glad to hear Mr. Butler. 
My understanding is that it was a survey based on a study of the 

53 countries. 
Mr. BUTLER. I thank you, Mr. Chairman. 
This was an initial survey we did to find out what kind of disabilities- 

our airlines encountered in competing for traffic in foreign markets. 
We sought infonnation from embassies and from our own files. We 
held interviews with individual airlines on a confidential basis in 
order that they would feel free to give us information. I can't go into 
what we produced in the studj', in specifics because we did keep part 
of it on a classified basis in order that we would be in a position to 
proceed to take on in negotiations particular problems on a case-by- 
case basis. We have prepared and are going to be submitting to the 
Board in the next 2 weeks a recommended program of action which 
will deal with some of the individual problems that were uncovered 
by the survey. 

We are also doing an update on the survey and hopefully \vill 
produce in the spring a new edition containing additional information 
that we have found. 

I tliink in summary we have found that our carriers in many 
instances must compete for the national traffic of a foreign country 
under severe disabilities. They are limited in many ways from being 
able on an equal basis or an equal footing to try to market the national 
origin traffic in competition with the national carrier. Many of these 
disabilities are as a result of (hrect government action on the part of the 
foreign government. They may result from the structure of the national 
ownei-ship of the airUne, uiterrelationslup with domestic services, with 
surface transport services, reservation of traffic b\r national regulation 
or a national policy. They nn\y result from currency restrictions, or in- 
ability to sell to local traffic markets because of sales disabilities such 
as in Eastern Europe or some other countries. 

We are preparing to trj' on a number of fronts subject to approval of 
the Board, to correct some of these inequities. Some of these are 
subject to negotiation. 

As soon as we take the initiative with the foreign country in nego- 
tiation, some of these issues may be subject to correction in that 
fashion. Problems such as user charges, compensating for the resei-va- 
tion of certain traffic by the foreign government's policies are of this 
type. We may be able to offset some of this disability through negotia- 
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tion. For some of them we may require the assistance of executive 
agencies; for example, currency conversion and remittance. We think 
the Department of the Treasury will be of help to us and we will seek 
their assistance. 

Since the type of restrictions that wc uncovered cover such a broad 
spectrum, theie are many different ways that one has to approach 
these problems. The^^ are not going to be corrected overnight. This 
initiative that was begun bv Chairman Timm is one where we are going 
to have to take on the proljlems one at a time. We will try to conect 
them through the assistance of the Department of State and other 
appropriate executive agencies. 

Thank you. 
Mr. JARMAN. Well, our committee will be very much interested in 

any details that you develop and can give to us and any recommenda- 
tions as to anything effective that the Congress can do to try and get 
equitable treatment for our own earners in this international market. 

There are so many instances of handicaps and discrimination and 
ine(|uities certainly under which they have to labor in trying to get a 
share of the market that I think it needs the best effort of all of us. 

[The following letter was received for the record:] 
CIVIL AEKONAUTICS BO.\RD, 
Washington, D.C., March 7, 1974. 

Hon. ,IoHN JABMAN, 
Chairman, Subcommitlee on TransportcUion and Aeronautics, 

Committee on Interstate and Foreign Commerce, 
House of Representatives, 
Washington, D.C. 

DEAR CHAIKMAN JARMAN: During hearings before your Subcommittee on Feb- 
ruary 7, 1974, you expressed a great deal of interest in thf^ restrictive practices 
study that the Board had completed last August and asked about additional 
legislative authority that might be required to put U.S. carriers on an equal 
competitive footing with foreign carriers in foreign countries. 

The Board staff is now preparing an updated edition of this study and we 
plan to have it completed by late spring. We will send you a copy as soon as it is 
available. We appreciate the offer of assistance for additional legislative authority, 
but as best we can determine today, most of the problems appear to be susceptible 
of solution through negotiation or by application of normal regulatory procedures. 
It may well be, however, at some time in the future after consultation with other 
agencies, we niaj' determine a need for additional legislative authority and will 
promptly advise you should that be the case. 

Please be assured that we in the Board are as anxious as you are to remove the 
competitive shackles that now encumber our carriers in many parts of the world. 
I have placed a very high priority on this project. 

Sincerely, 
ROBERT D. TIMM, 

Chairman, 
Mr. Kuykcndall. 
Mr. KUYKENDALL. I have one more area I would like to develop. 
Mr. Timm, I think for the sake of the record and an understanding 

that we should go a little bit more deeply into this matter of the real- 
location of crude from the refinery and the effect it is having on the 
industry, so let's kind of take it step by step. 

Let me clarify a couple of points just for the record and then I will 
ask you a couple of questions. 

The reallocation of crude is based upon the fact that if the Federal 
Energy OfBce is given allowable refinery capacity based on the previous 
year, and if he happens to have through his own de\nces or good luck 
or wisdom or whatever some additional crude available, he has to sell 
that crude to another refinery. Is that not correct? 

Mr. TIMM. Yes, that is in the regulations. 
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Mr. KuYKEND4LL. All right. Now if he sells that crude to another 
refinery, the chances are that it is probably to a less sophisticated 
refinery. Would you not think that that would generally be true? 

Mr. TiMM. Generally true, yes. 
Mr. KuYKENDALL. Is it not true that through the years the more- 

sophisticated of the refineries has been the primary source of aviation 
fuel? 

Mr. TiMM. Yes, sir. 
Mr. KuYKENDALL. So instead of getting an absolute proportionate 

diversion we get a vastly disproportionate divei'sion away from the- 
aviation industry by this reallocation, is that correct? 

Mr. TiMM. Correct. 
Mr. KuYKENDALL. What in the world are we going to ask the FEO 

to do correct this? Have you figured it out yet? 
Mr. TiMM. We have been urging them to use the power they have 

to change the refinery mix. 
Mr. KuYKENDALL. Docs the less sophisticated refinery have the 

abiUty to do it? 
Mr. TiMM. I am not talking about that refinery, I am talking about 

the refinery that has to give up an allocation from whatever he has 
left. 

Mr. KuYKENDALL. In other words, he actually may be asked to 
produce a slightly higher percentage of aviation fuel than he did a year 
ago out of the available crude, is that correct? 

Mr. TiMM. Yes, sir. 
Mr. KuYKENDALL. Is there any other way to do it? 
Mr. TiMM. We now start everything. "In B.C. for the crisis." 
Mr. KuYKENDALL. Most of my friends in aviation have said if we 

could get the 95 percent and in the case of the small ones the 100 
percent, they could live with it. It would seem to me that possibly this 
committee could be of help to you in somehow putting the crisis in 
proportion to the Federal Energj' Office about a verii-, veiy sophisti- 
cated and seeniingly obscure problem. It is clear in your report the 
fact that when you divert you diveit to a guy that can't make aviation 
fuel. 

Mr. TiMM. Or has no desire to. 
Mr. KuYKENDALL. And no connection with the person who buys 

aviation fuel. 
Mr. TiMM. We believe that some of those refineries piobably never 

did run at a high capacitj' as a refinery and might have only refined 
just one single product very likeh ami that would not be aviation fuel, 
it would be one of the last items that tliey would make. 

Mr. KuYKEND.ALL. This is almost as obscure in the minds of some 
people, this fact which can dislocate the entire aviation industrj-, as 
the present shortage of baling wire. 

I vield back the balance of my time. 
Mr. JARMAN. Mr. Metcalfe. 
Mr. METCALFE. NO, thank you, Mr. Chairman. 
Mr. JAKMAN. Gentlemen, we appreciate very much your being with, 

us and helping make the record on some of the problems in tliis area. 
MI. TIMM. Thank you. We will meet with your staff to prepare the 

written material that you would like to have for j'our committee. 
Mr. JARMAN. Thank you very much, Mr. Chan-man. 
The hearing will stand adjourned. 
Mr. TiMM. Thank you. 
[The following questions and answers were subsequently received 

for the record:] 
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QUESTIONS  SUBMITTED   BY   CHAIRMAN  JOHN  JARMAN   AND   CAB'S   ANSWERS 

Quealion I. The fuel shortage has increased applications by the carriers for 
capacity agreements. How many such agreements have been approved by the 
Board since January 1973? What is the current Board policy on allowing such 
agreements? What sort of communications between carriers does the Board allow 
as far as schedule reduction discussions are concerned? 

Response: (a) The Board has approved 19 capacity reduction agreements. 
Seventeen are primarily related to the fuel shortage; and two are primarily related 
to the economy of airline operations (see Appendix). 

(b) The Board has granted applications for the approval of agreements founded 
on fuel shortage considerations, and has indicated that it considers such agree- 
ments to be de-sirable to equitably distribute capacity short falls and to save jet 
fuel if the affected markets receive an appropriate quality and quantity of air 
service. All fuel shortage agreements are short term in nature, and will expire in 
1974. Agreements that are based primarily on economic considerations are the 
subject of the Capacity Reduction Agreements Investigation, Docket 22908, wherein 
the Board will explore, after full evidentiary hearings, the legnl, economic and 
environmental consequences of such agreements. 

(c) The Board permits carriers to file individually or jointly applications for 
permission to enter into discussions looking toward the conclusion of a capacity 
agreement. Grant of permission is by order of the Board, and any agreement 
actuallv concluded becomes effective only upon express Board approval. 

CAPACITY REDUCTION AGREEMENTS APPROVED SINCE JAN. 1, 1973 

Applicant 

Docket/ 
agreement 
No. Disposition 

Expiration 
date 

AmericanH'WA/Unlted 22908 
CAB 23703 

American/Eastern/PAA 229M 
CAB 23672 

American/Continental, at al 25595 
CAB 23989 

American/TWA/United 25990 
CAB 24010 

CAB 24011 

CAB 24012 
CAB 24013 

TWA/United/Western 25990 
CAB 24073 

United /Western 25990 
CAB 24074 

Eajtern/Pan American 25990 
CAB 24108 

BOAC/Pan Amertcan^WA 26057 
CAB 24109 

BOAC/Trans World. 26057/26075 
CAB 24110 

United/Frontier 25990 
CAB 24114 

Iran* World/frontier 25990 
CAB 24115 

American/Eastern/PAA 25990 
CAB 24124 

Hughes Airwest/United 25990 
CAB 24135 

Pan Araerican/TWA/BCA/BOAC. 26057/26075 
CAB 24141 

Pan American/Alitalia/TWA 26057/26075 
CAB 24164 

National/BOAC 26057/26075 
CAB 24180 

Order 73-7-147, luly 27,1973—Agreement approiied on   Mar. 15,1974 
interim basis. (New York/Newark-Los Angeles, New 
York/Newark-San Francisco, Washington/Baltimore- 
Los Angeles, Chicago-San Francisco.) Sets for hearing. 

Order 73-8-59, Aug. 10,1973—Agreement approved on   Apr.    1.1974 
interim basis. (New York/Newark-San Juan.) Sets for 
hearing. 

Order 74-1-21, Jan. 3. 1974—Board approved agree- 
ment—Chicago-Los Angeles markets. (By subsequent 
letter, applicants have rescinded agreement.) 

Order 73-10-110, Oct. 31. 1S73—Board approved agree-   Apr. 28,1974 
men! in 20 markets as follows: New York-Chicago, 
Philadelphia-Los    Angeles,    Detroit-Los    Angeles, 
Hartford-Los Angeles, Boslon-Los Angeles, Cleveland- 
Los Angeles. 

New York-Phoenix; Chicago-Phoenix; New York- 
Cincinnati; Nev/ York-Dayton. 

Chicago-San Diego; Washington-San Diego. _  
Boston-San Francisco; Philadelphia-San Francisco; 

Washington/Baltimore-San   Francisco;   Nev/   York- 
Denver- New York-Las Vegas; Chicago-Las Vegas; 
Philadelphia-Chicago; Washington/Bcltimore-Denver. 

Order 73-11-147, Oct. 30,1973—Board approved agree-   Apr. 28,1974 
ment, Denver-San Francisco market. 

Order 74-1-104, Jan 21, 1974—Board approved agree-   Apr.  28.1974 
ment in San Francisco.Seattle, San Francisco-Portland 
markets. 

Ordpr74-?-5, Feb. 1,1974-Board approved agreement,   Apr.  28,1974 
Miami-San Juan/St. Thomas/St. Croix markets. 

Order 74-1-lU, Jan. 23. 1974—Board approved fre-   Apr.  27,1974 
quency reductions in Philadelphia-London markets, 

dismisses in Boston-London markets. 
Order 73 12-109, Dec. 28,1974—Board approved agree-   Apr. 27,1974 

ment in Chicago.London market. 
Order 74-1-41, Jan. 4, 1974—Board approved agree-   Apr. 28.1974 

ment in Denver-Las Vegas. Denver-Omaha markets. 
Order 73-12-88, Dec. 20, 1973—Board approved agree-   May 31,1974 

ment in Denver-St. Louis and Las Vegas-Albuquerque fl 
markets. • 

Order 74-2-38, Feb. 12, 1974—Board approved agree-   June 14,1974 
ment in New York/Newark-San Juan market. 

Order 74-1-120, Jan. 24, 1974—Board approved agree-   Apr. 28,1974 
ment in San Francisco-Medford, San Francisco-Eugene 
markets. 

Order74-l-34,Jan. 4,1974 -Board approved agreement   Apr. 27,1974 
in New York-London market. 

Order 74-2-84, Feb. 21, 1974—Board approved agree-   Mar. 31,1974 
ment in United States and Italy markets. 

Order 74-2-93, Feb. 22, 1974—Board approved agree-   Mar. 31.1974 
ment in the Miami-London market. 
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Question 2. The "no show" problem is the airlines' counterpart to the problem 
of the bumped passenger. What can be done to reduce no shows and to curtail the 
airlines' practice of overbooking certain flights? What, if any, projjosals have been 
made to deal with these problems? 

Response: The Board has, for many years, been concerned about no show and 
related problems, as well as overbooking. All of these problems may have been 
exacerbated by the schedule cut-backs related to the current fuel shortage. In light 
of these developments, the Board recently instituted the Emergency Reservations 
Practices Invesligalion, Docket 26253, to investigate the situation and determine 
whether new tariff rules and/or Board Regulations should be adopted. The parties 
to that proceeding have made a number of suggestions ranging from the coi tinua- 
tion of current procedures to the imposition of an industrywide no show control 
program embracing ticketing time limits and no show penalties equal to the full 
price of the ticket. As the Investigation is now pending, we are not in a position to 
speculate on the outcome. However, the scope of the proceeding is sufficiently broad 
to cover the areas of carrier reservations practices, overbooking, and the level of 
denied boarding compensation, as well ais the no show problem. 

Question 3. What is the current status of subsidy payments to commercial 
airlines? Which carriers are getting subsidies and how much are paid to each 
recipient in 1973? What is the present Board policy on subsidies and would it be 
possible for tnmk carriers, in light of the energy crisis or fcir other reasons, to 
receive subsidies? 

Response: Subsidy payments are currently being made to two groups of air 
carricis, the L(.)cal Service and the Ahvskan. 

For fiscal 1973, the following subsidy payments were made to each carrier: 
Amount 

Alaskan group: (thoumndt) 
Alaska Airlines     $2, 154 
Kodiak-Western Alaska         154 
Wien Consolidated     2, 062 

Subtotal        4, 370 

Local service group: 
Allegheny    2, 765 
Frontier      12,929 
Hughes Airwest  10, 557 
North Central    8, 160 
Ozark  4,439 
Piedmont  6, 665 
Southern    6,776 
Texas International  7, 915 

Subtotal   60,206 

Grand total   64, 576 

By its terms, Section 406 does not preclude applications for subsidy by trunk 
carriers. Among other problems, however, Section 406 would be a cumbersome 
means to [jroviding relief from rapid rises in fuel costs. Under well established 
policies and judicial interpretations, a Section 406 i)roceeding would require the 
Board to inquire into an airline's total costs, not just its fuel costs. The Board 
would have to inquire into the honesty, efficiency, and economies of the airline's 
management. And the Board would need to examine the airline's total operations, 
not just certain services (such an international operations). All these are con- 
troversial matters and often cannot be finally resolved withour lengthy hearings. 

No U.S. airline has suggested that its domestic operations should be subsidized. 
Several have voiced the view, however, that their international operations need 
Federal aid because of the higher fuel costs for those operations. Apart from its 
reservations about using Section 406, the Board is willing to accept, in iirinciple, 
the concept of some governmental assistance to U.S. international carriers as a 
short-term, emergency measure if no other alternatives prove feasible. 

Question 4- What is the current status of the Mutual Aid Agreement, and to what 
extent did it come into play in 1973? What is the Board position on the Mutual 
Aid Agreement? 
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Response: The Mutual Aid Agrocmrnt wasi last a|iproved bv the Board by 
Order 73-2-110, February 27, 1973, for a five-year period. The' Air Line Pilots 
Association and the Air Line Dispatchers' Association, with the Aircraft Mechan- 
ic's Fraternal Association intervening, have appealed from the Board's decision. 
The case was argued before the Court of Appeals for the District of Columbia on 
February 27,  1974. 

As detailed in the table attached hereto as an appendix, the total payments by 
participating carriers under the Agreement for the calendar year 1973 amounted to 
$48,493,000, representing payments by 13 air carriers to four air carriers ex- 
periencing a strike. 

The Board concluded, in Order 73-2-110, with two members concurring in part 
and dissenting in part, that the Mutiial Aid Agreement as amended in 1969 to 
increase the level of payments was not adverse to thu public interest and should 
be approved for a period of five years. The two concurring and dissenting members 
found that the Agreement, as it existed prior to the 1909 amendments, was not 
adverse to the jjublic interest, but they would have disapproycd the increased 
level of payments. All members concurred in approval of the 1971 amendments 
which permitted the participation of the local service carriers, subject to a con- 
dition that mutual aid payments would not be taken into account in computing 
subsidy payments. 

In approving the Agreement the Board concluded that the Agreement". . . rep- 
resents a legitimate resort by the carriers to economic self help, in a manner that is 
in no wa.v inconsistent with the national labor policy." The plan provides a carrier 
with "substantial protection from financially crippling strike losses, at a cost which 
is reasonable." Since "the Agreement does not so alter the bargaining balance as to 
lift from the carriers heavy economic incentives to settle work disputes and hence 
does not remove the pressures essential for collective bargaining in good faith," the 
Board concluded that it was not contraiy to the public interest. 

On September 26, 1973, the Board released a staff study entitled " Trends in Air- 
line Compensation 1962-1972," which traces changes in average annual compensa- 
tion rates for various categories of nonairline employees and compares these to the 
experienced compensation rates of trunk and local service carriers. Throughout 
this period the Airline Mutual Aid Pact was in use. lias the existence of the Pact 
slowed down the earnings growth of the airline employees? The study is attached 
hereto and those are some of the major findings: 

(1) The average airline employee is much more highly paid than the average 
industrial worker and the disparity is increasing. 

(2) Air carrier average emplovee compensation has risen over the past 10 years 
at a substantially faster rate than the cost of living. 

(3) Although local service carriers' compensation levels remain lower than those 
of trunk carriers, the gap between them is narrowing. 

(4) Revenues have increased sufficiently to keep the compensation cost per 
dollar of revenue within a fairly narrow range over the lO-year period. 

PAYMENTS MADE AND RECEIVED UNDER MUTUAL AID AGREEMENT IN 1973 

|Thous8nds| 

Payment! made to— 

Hughes Air 
West 

Eastern 
Airlines Ozarli TWA 

Total 
payments 

Payments made by: 
American...  
Braniff  

tioo 
24 

$1,260 
422 

$9, 530 
400 

2,024 
3,804 

" '9,'269' 

""'i6,"27i' 

m890 
846 

2,024 
Eastern       141 

102 .... 
124 .... 
242 .... 

"""'995  
51 .... 

242 .... 
2,746 

223 .... 

3,945 
Frontier  
North Central  

2 5 
5 

22 
4  

79 
5 

21 
293 

18 

109 
129 

Northwest.  
OjarK  
PAA  
Piedmont  
TWA  
United.  
Western  40 

264 
4 

10.343 
56 

263 
19,339 

281 

Total payments made to     . . 71 576 6.548 41.298 48,493 

Source: Carrier form 41 reports to the CAB and docket 9977. 
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Question S. What changes in domestic and international passenger fares have 
been permitted by the Board in 1973 and 1974? In each case what was the reason 
for permitting the fare change? Upon his appointment Chairman Timm said 
that 12% rate of return for air carriers is desirable. Is this still possible and how 
much more wiU fares have to be raised to achieve this rate of return? 

Response: 
Domestic Passenger Fares (48 Slates) 

Effective December 1, 1973, the Board permitted a general passenger fare 
increase of five percent appUcable to all domestic trunkline and regional carriers 
operating within the 48 contiguous states and the District of Columbia. In per- 
mitting that increase the Board concluded that it was necessary to offset known 
cost increases (net of productivity) and to enable the carriers to earn the 12 percent 
rate of return on investment (on an adjusted basis), found in the Domestic Passenger 
Fare Investigation. 
Investigation 

Eastern and Frontier, by tariff revisions marked to become effective March 1, 
proposed general passenger fare increases of 6.0 and 1.8 percent, respectively. 
In support thereof, Eastern cited a fuel cost increase of 59.47 percent on the basis 
of actual and contracted costs on January 1, 1974, as compared with the year 
ended June 30, 1973. Frontier (using a fuel surcharge rule rather than an increase 
in j)ublished fares) supported its increase on the basis of an alleged 16.4 percent 
fuel cost increase experienced by the trunks, and Pan American in November 
1973 over 1972. In view of the fact that current data (through January 1974) 
concerning fuel increases has become availal)le to the Board only within the past 
week, the Board decided to suspend and investigate those proposals pending a 
more thorough evaluation of the current fuel cost situation. 

During the past three weeks, five additional carriers have filed tariff revisions 
requesting general passenger fare increases. Southern, Continental, and TWA have 
requested a six percent passenger fare increase effective either March 15 or April 1, 
and American and United have proposed a fuel surcharge of four percent effective 
March 24 and April 1, respectively. In jusitification thereof, fuel cost increases 
ranging from 40.5 to 57.7 percent are cited. 
Mainland-Hawaii Fares 

Effective September 1, 1973, the Board permitted carriers operating in the 
mainland-Hawaii market to increase both regular and promotional fares. Regular 
fare increases approximated eight percent, while round-trip promotional fares were 
generally increased $10.00 for midweek travel and $40.00 for weekend travel. 
There was little if any question that pre-September 1 fare levels were inadequate 
since no carrier had come close to achieving a fair return in recent years. The 
greater emphasis on promotional fare increases was a step toward correcting the 
disproportionate use of reduced promotional fares which had developed in this 
market. 

Braniff, Continental, Pan American, and Western have proposed to increase all 
mainland-Hawaii fares on April 15 by .$10 from west coast gateway points and $15 
from interior mainland point. The increases approximate 8 to 10 percent over 
present fares. The carriers cite fuel cost increases of 79.5 percent in the case of 
Braniff, 25.8 percent for Continental, and 63.9 percent for Pan American. United, 
the dominant carrier in the market, has not filed to match. 
Mainland-Puerto RicojVirgin Islands Fares 

All three carriers serving this market (American, Eastern, and Pan American) 
proposed an across-the-board fare increase of 10 percent effective February 22. In 
justification thereof, the carriers cited fuel cost increases of 16.2, 56.2, and 69.8 
percent, respectively. The Bojird concluded by Order 74-2-83, February 20, 1974, 
that the carriers' proposals were not accompanied with iidequat* explanation or 
supporting data and should be rejected. In summary, the Board stated: "We 
beUevc it necessary for the carriers to furnish detailed information not only with 
respect to specific increased costs but equally with respect to those measures 
which have resulted in offsetting decreases in overall operating cost." 
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48-StcUes-Alaska and Inira-Alaska Fares 
The Board permitted two jntra-Alaska fare increases in the past year—the first, 

amounting to five percent, became effective on June 1, 1973, for Alaska, and 
August 13, 1973, for Wien. A second increase of 5.5 percent was permitted effective 
December 1, 1973, for both Alaska and Wien. 

Alaska was permitted two fare increases of 5 and 5.5 percent on the same dates 
in noncompetitive States-Alaska markets. Fares in competitive markets (Seattle- 
Anchorage/Fairbanks) were increased five percent on September 1, 1973, and 5.5 
percent March 1, 1974. 

Alaska Airlines and Northwest have be 'n permitted to increase rates 6.5 and 7.5 
percent, respectively, except certain rates in long-haul markets which appeared to 
exceed costs of service. The increases became effective March 1. 

The primary justification for the increases was rapidly escalating costs, and the 
need to improve ,\laska Airlines' earning position which has been extremely sub- 
standard in recent years. 
International Fares and Rates 

The Board approved an lATA agreement for effectiveness April 15, 1973, which 
surcharged U.S.-originating transatlantic fares by six percent to compensate for 
the effect of the February 1973 devaluation of the dollar. The Board also approved 
a 5 percent increase in South Pacific and Western Hemisphere fares which went 
into effect during the first half of 1973, and an increase of approximately 8 percent 
in North Atlantic fares effective January 1974. In each case it was adequately 
demonstrated that the resulting additional revenue would not produce excessive 
profits. Devaluation-related surcharges of 3 percent and 5 percent, respectively, 
were approved for Nf)rth/Central and South Pacific routes. 

The Board has approved an lATA agreement which, effective January 1, 
increased worldwide passenger fares by approximately 6 percent. Approval was 
based on the fact that December 1973 fuel costs were in the range of 18 cents per 
gallon, as compared to an average cost of 12.5 cents per gallon during the year 
ended September 1973. 

Effective March 1, 1974, the I ATA carriers were permitt<>d to impose an addi- 
tional surcharge of 7 percent on passenger fares applicable on the mid-Atlantic 
route from San Juan/Virgin Islands to Europe and points in Asia. An agreement 
which would impose a similar surcharge on >forth/Central and South Pacific fares 
is now ))ending before the Board. 
Achievement of a IH Percent Return on Investment 

It is still possible for the airlines to achieve a 12 percent rate of return on their 
investment. In fact, although their actual rate of return as reported to the Board 
is now approximately one half that amount, as adjusted to reflect the Board's 
various ratcmakiug standards it is very close to 12 percent. However, in view of 
the many uncertainties at the present time, it is not po.ssible to say when the 
industry can be expected to reach an actual 12 percent return, or what fare adjust- 
ment would be required to give them that opportunity. The most immediate 
uncertainty, of course, is the national fuel shortage, which has severely disrupted 
planned operations and will have a direct impact on the cost of their services. The 
ultimate magnitude of this fact<jr alone is not yet known. Airline profitability also 
tends to fluctuate with the general trend of the national economy, which is always 
difficult to predict and is also aggravated by the fuel crisis. Ultimately, the question 
of whether or not a 12 percent rate of return is achievable within the next several 
years will turn on the degree to which costs escalate and the traveling public is 
willing to absorb these costs through increased fares. There is considerable dialogue 
within the industry today on whether we are approaching the point where signifi- 
cant fare increases on top of the recent five percent fare increase may not drive 
traffic away and have an adverse effect upon profitability. 

Qtie^tion 6. CAB recently announced that it is conducting a stud}' of the 
interests that banks and other financial institutions have in air carriers. What 
wiU be studied in this report and when will it be finished? 

Response: The Board is aware that financial institutions, such as banks, 
insurance companies, and brokerage and investment companies, have relation- 
ships with airlines that may permit some of those institutions to influence to some 
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extent the decisions of airline managemont,«. Those relationships include the 
holding of substantial amounts of an airline stock, being a substantial airline 
creditor, leasing equipment to airlines, and having interlocking relationships 
with airlines whereby officers and directors of those institutions are also airline 
officers or directors. The purpose of the Inslilulional Control of Air Carriers 
Investigation is to inquire into: (1) the nature and extent of the influence, if any, 
that such institutions have on airline managements as a result of such relation- 
ships: (2) whether such influence, if any, constitutes control of an airline within 
the meaning of Section 408 of the Federal Aviation Act (which requires Board 
approval of any acquisition of control of an air carrier) or is of significance for 
purposes of Section 409 of the Act (which requires prior Board api)roval of certain 
kinds of interlocking relationships); and (3) what action, if any, such influence, 
if any, warrant^s, by way of further adjudicatory proceedings, new Board regula- 
tions,  or statutory  amendment. 

The case promi.ses to be a complex and difficult one. The initial round of informa- 
tion gathering alone is expected to be arduous and time consuming. Nonethele.ss 
the Board is giving the case high priority and hopes to complete it by the end of 
1975. 

Question 7. What is the current status of discoimt fares for youths, senior 
citizens, miliUiry personnel and handicapped individuals? Why has the Board 
considered some of these rates discriminatory and yet allowed reduced fares for 
certain cross country routes and for bookings that are made in advance of flight 
time such a.s the so-called "Demand Scheduling" system? 

Response: Discount fares for the military have long l>een a part of the fare 
structure and continue to be. 

In response to youth fares, in its opinions in the Discount Fares Phase of the 
Domestic Passenger-Fare Investigation, the Board concluded, among other things, 
that the youth fares under consideration there wore unreasonable in level and 
unjustly discriminatory in nature and accordingly ordered them to be phased 
out in .several stages, with cancellation effective June 1, 1974. In Order 73-11-131, 
November 28, 1973, the Board took comparable action in respect to youth fares 
in foreign air transportation, in that case disapproving an I ATA agreement that 
provided for such fares. 

As for senior citizen discount fares, such fares are only available in Hawaii 
and because they, like youth fares, are available only to a limited class of persons, 
the Board has also ordered an investigation of the legality of these fares under 
the Federal Aviation Act. 

No certificated air carrier offers discoimt fares for the handicapped (apart 
from [jroviding for the fre<> carriage of seeing eye dogs for the blind). 

The Board determined that the youth fares under consideration in the Domestic 
Passenger-Fare Investigalion were imlawful because they were so low as to burden 
normal-fare paying pa.ssengers, were prima facie discriminatory by reason of 
being available only to a limited cla.ss of persons, and this discrimination was not 
justified by anything of which the Board could take cognizance. 

Discount fares such as "Di.scover America," on the other hand, are not limited 
to any cla.ss of persons, and are profitable to the airUnes on a short run basis. It 
might be noted, however, that while the Board has not ordered Discover America 
fares to be cancelled, it has ord(Ted that they be limited to eighteen month periods 
imd has taken stejjs to ensure that in the event that the costs for carrying Discover 
America passengers are higher than the revenues such pa.ssengers bring in, it will 
be the carriers' shareholders, and not normal fare paving passengers, that pay the 
bill. 

The demand schedule system as originally introduced was terminated with the 
advent of the fuel crisis. Another approach to demand scheduling is now pending 
before the Board as a result of tariff filings by several carriers. 

Question 8(a). What changes if any have been made since January 1973 in rules 
and regulations relating to charter operations? 

Response: The following is a descriptive list of rule changes, in chronological 
sequence, made since January 1973 with respect to charter operations: 

1. Miscellaneous interijretiitive and technical amendments to Travel Group 
Charter (TGC) rules, largely of a clarifving nature (SPIl-66, 3/0/73). 

2. Amendment to Inclusive Tour Charter (ITC) rules, so as to modify the 
minimum 3-stop requirement, a.s applied to air/sea cruises (SPR-67, 3/13/73). 
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3. Technical amendments to TGC rules, prescribing form for filing participants' 
lists and otherwise tightening the requirement that carriers identify enplaning 
TGC passengers  (SPR-68, 4/24/73). 

4. Amendment requiring "no-smoking" areas to be provided on charter flights 
as well as scheduled flights operated by U.S. certificated carriers (ER-800, 
5/7/73). 

5. Technical amendment authorizing operators of Overseas Military Personnel 
charters to have same right lus other entrepreneurial operators to utilize unused 
charter space for free or reduced transportation of employees, officers and directors 
(SPR-G9, 5/23/73). 

6. Amendments authorizing U.S. route carriers and foreign route carriers to 
operate ITC's, a class of charters hitherto authorized onlv for U.S. supplemental 
and foreign charter carriers (ER-S06, ER-807, and SPIl-70, 7/17/73). 

7. Amendments requiring all U.S. carriers and all foreign carriers (with respect 
to U.S.-originating charters) to provide securitv arrangements for charter cus- 
tomers' advance payments (ER-809 through ER-812, 7/16/73). 

8. Technical amendmetit of direct tur carriers' authority to charter aircraft to 
foreign air freight forwarders having Section 402 permit authority to charter such 
space  (ER-815 through ER-817, 8/20/73). 

9. Technical amendment to TGC rules, allowing rise in charter tariff fare to 
be an additional contingency causing increase of TGC ijro rata price, but only 
to an amount not exceeding the prescribed maximum price (SPR-73, 1/7/74). 

Question 8(b). What is the Board's position on liberalization of the requirements 
for inclusive tour charters as contemplated in legislation such as H.R. 8570? 

Response: The Board opposes legislation, such as H.R. 8570, that would 
sp(;cifically authorize one-step ITC operations. The Board believes that one-stop 
ITC's, which would bo tantamount to point-to-point service, could too easily 
have serious and undue effects on the availability of convenient, reasonably 
priced scheduled air tran.sportation, and that the persons who one-stop ITC 
legislation would be intended to benefit—U.S. vacationers—already have avail- 
able to them a number of kinds of attractive and low cost air transportation 
(including night coach and promotional fares applicable to scheduled flights, 
pro-rala charters, TGC's, and rapidlj' increasing numbers of ITC's operated 
under the Board's present rules). 

The Board's views on this subject are discussed more fully in testimony on 
S. 1739, a bill identical to H.R. 8570; Hearings before a Subcommittee of the Com- 
millee on Commerce, United States Senate, on S. 4^0 and S. 17Si), at 119 (93d 
Cong., 1973). 

Question !). What is the procedure for adding a point to an air carrier's certifi- 
cate? How long does such a procedure take? What can be done to expedite the 
period of time required to complete the necessary proceedings? What objection, if 
any, would there be to the imposition of a date certain by which such proceeding 
would have to be completed? 

Response: lender the provisions of the Federal Aviation Act, the addition of new 
points to an air carrier's certificate is ordinarily the result of a formal public pro- 
ceeding in which applications by carriers .seeking to provide comparable service 
are comparatively considered. Depending upon the number of points and ninnber 
of applicants involved, as well as the status of the Board's docket, proceedings 
may run from as short as a few mouths to as long as a few years. The time involved 
stems principally from the statutory requirements witfi respect to notice and 
hearing. 

The Board has employed the show cause technique (a nonhearing procedure) 
to expedite the addition of now points in a limited numljer of cases. However, the 
hearing requirement established by section 401 of the Act ordinarily prevents re- 
sort to this technique where objections raise material issues of fact. "The Board has 
also used other of its statutory powers (e.g., its exemption power under section 416 
and its power to issue special operating authorizations under section 417) to enable 
carriers to provide new service but these powers are limited by statute to special or 
unusual situations. 

The Board has developed certain expedited procedures (i.e., the required filing 
of exhibits along with an ajiplication, abolition of the prehearing conference, and 
shorter time (leriods for briefs) in a narrow range of cases involving the removal 
of operating restrictions with respect to points already on a carrier's route. Also, 
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in one recent case the Board substituted the filing of affidavits for a full evidentiary 
hearing. And, finally, the Board has on numerous occasions specifically instructed 
its administrative law judges and other staff members to proceed with particular 
cases on an expected basis. While all of these approaches have been considered 
for cases involving the addition of new points, the statutory requirement for a 
hearing, and the frequent need to develop and analyze complex economic data (in- 
cluding data relating to competitive applications), often render these approaches 
less practical in cases involving service to new points. 

The Board attempts to conduct all its business in an expeditious fashion. More- 
over, the Board has been generally responsive to any genuine need for reaching 
a particular decision by a specific date. (The Board has, as necessary, established 
dates for final acti m on an in-house basis.) However, we believe that the establish- 
ment of a general rule requiring that proceedings be completed within a period 
of specified length would not be practicable. Such period would always be subject 
to the requirement that proceedings be conducted in a fair and reasonable manner, 
that interested parties be accorded a fair opportunity to present their case, and 
that the Board have sufficient time for the deliberative process, including the issu- 
ance of decisions setting forth findings, conclusions, and reasons in accordance with 
the requirements of law. 

[Whereupon, at 12:01 p.m., the subcommittee adjourned.] 

PD    1.6 
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