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ste trabajo analiza el crecimiento de Delta Air Lines durante el

Ultimo cuarto del siglo XX. Afirma que su desarrollo hasta
converlirse en una compania aérea de categoria mundial, se produjo
a lo largo de un extenso periodo de tiempo y como resultado de
importantes decisiones adoptadas en los afos setenta y ochenta.
Una época de conservadurismo financiero al principio, reemplazada
por olra de agresiva expansion al final. Al mismo tiempo, la
expansion geografica estuvo acompanada por un nuevo compromi-
so de reduccién de costes. Basado en un andlisis de las memorias
y otras publicaciones de la empresa, y en entrevistas con trabajado-
res de la companiia, este articulo sugiere que Delta se convirtié en
una compafia aérea globalizada hacia 1990, paseando su marca
desde Tokio a Tallahassee (Flarida).
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his paper analyzes the growth of Delta Air Lines over the last

quarter of the twentieth century. It argues that its development
into an airline of global stature ook place over an extended period
of time and was the result of important decisions taken in the
1970s and 1980s. A period of financial conservatism during the
former was replaced by aggressive expansion in the latter. At the
same lime, geographical expansion was accompanied by a new
commitment to reducing costs. Based upon an analysis of
company reporls, publicalions and interviews with company
workers, this paper suggests that Delta became a globalized airline
by 1890, carrying its brand from Tokyo to Tallahassee, Florida.
Key words: Gfobalization; Delia Air Lines; US aviation.
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Introduction?

n 1993, Delta Air Lines, the once primarily regional carrier based in Atlanta,
Georgia, announced:

“Our vision is to make Delta the worldwide airline of choice. Worldwide, becau-
se we are and intend to remain an airline that gives our customers access Lo the
world.™

¥ [ would like to express my gratitude 1o Marie Force, Delta Air Lines archivist, This paper bene-
fited from an airing at the joint Business History Conference/Buropean Business History
Associalion meeling in Lowell, Massachusents, in June 2003, My thanks here (o Maggie Walsh,
Gireg Thompson, Mark Rose and Gus Veenendaal, My understanding of the airline industry would
be much poorer without the wisdom of Parker Nolen. My coherence in wriling about it would be
similarly disadvantaged without the scruting of Lisa Dillman, 1 would alse like to thank the nume-
rous former and current Night attendanis who gave up their time 1 be interviewed, Finally | ack-
nowledge the helplul suggestions of an anonymous referee. This article is part of a wider study on
airline workers conducted ai the Emory Center for Myth and Ritwal in American Lile, Emory
University, and Funded by the Alfred P Sloan Foundation,

2 Diclta Air Lines, Aniieed Report (1993), p. 3.
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Table 2. Domestic operating costs for L1011 Tristar for Delta and Eastern, 1974-1980

{1975 unavailable).

1974 1976 1977
DL | EA [ DL

1978
L

1979 1980

LA EA DL EA DI DI

Fer block hour
5

Cew

312.2 (3353 |362.4 |3440 |408.8 | 4151 |428.7 | 458.3 4682 4885 | 5312 |584.7

“Fuel oil

5609 |487.2 |722.6 | 7409 | 8524 | 8472 |916.7 |90L8 |1281.9 |1338.5 | 1879.1 | 2085.0

TOTAL
FLYING
OPERATIONS
(LESS
RENTALS)

9039 |843.7 |1109.6 | 1104.5 | 1281.2 | 1278.1 | 13576 | 1371.7 | 1765.2 |1840.6 | 2419.5 | 2679.5

Rentals

0 2588 (06 2272 2275 | 116 [1359 |280 1273 196 [128.7

TOTAL
AIRCRAFT
OPERATING
CO5TS

1'?15?.5!.' 19341 |2154.3 | 2240.3| 2326.7| 2586.8| 2500.8 | 2582.5| 2887.5 [3103.9 | 3621.3 |4092.8

Utilization

Total Airborne
Hours

93.355

25,278 | 29,530 |59,733 | 39,336 66,106 | 43,809 75,470 51,777 | 83,676 | 57,185 57,889

Revenue hours

per aircraft
per day

782 [654 (824 |[7.01 3.6-‘3 700 [885 (726 (893 |782 931 |b.06

Cost of fuel
per gallon

2346 |19.56 (3114 I?.E’.E*Er 3550 3550 (3812 |3783 |54.56 (5515 |B3l6 |B4.35

MAverage
revenue

passengers
per aircraft

1342 11212 (1291 IED.EI 137.7 | 1209 | 1605 |[153.7 |1641 [1721 |[149.7 [156.6

Source: Civil Aeronautics Board, Aircraft Operating Cost and Perfi brmance Reports, Washington I.C.

Leadership 7.5 program. In return Delta expected and received a flexibility
from its employees that was not matched at union-dominated Eastern, where the
machinists’ union, the TAM, was viewed as particularly truculent's,

Increasing fuel prices during the 1970s were problematic for the industry, not
least because the knock-on inflation caused economic recession that inevitably
curtailed air travel and cargo transport. The point for this paper, though, is that
Delta responded to the problem of fixed costs with action in the field of its
variable costs. This was partly possible because of the flexibility afforded by a
non-union workforce. As oil prices fell during the early 1980s, Delta moved
from concerns about management of fixed costs via variable costs to notions of
how to control variable costs more cohesively per se. These concerns ran along-
side an aggressive expansion policy that pushed Delta towards global status,

18 Sannders ( 1992),
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Table 3. Long-term debt-equity ratios for major airlines, 1980-1982,

AIRLINE LONG-TERM DEBT-EQUITY RATIO
'_ DEC 31, 1980 DEC 31, 1981 SEPT 30, 1982
AMERICAN 157 177 157
BRANIFF |27 13.50 WENT BANKRUPT
CONTINENTAL 1.66 3.23 3.50
DELTA 17 28 A7
EASTERN 2.51 3.41 4.70 By
NORTHWEST |10 o4 02
PAN AM 1.66 a2 1.87
REPUBLIC 5.52 718 7,68
TWA 1.96 2.07 2.05
UNITED 1.49 1.23 225
LS AIR L41 1.36 1 67
WESTERN 2.65 3.35 2.00
ALL MAJORS 131 145 1.59

Source: Alexander Wells, Air Transportation: A Management Perspective, (1984, Belmont, CA: Wadswarth).
pp. 468, (Original compiled from CAR statistics by Airline Executive, May 1983),

airlines became indebted to insurance companies by the early 1980s, Delta’s
main major debtors remained commercial banks, which held 61.4% of the air-
line’s debt in 1982 (double the national average for majors)2”, Delta’s prudent
reputation remained good at the bank, as opposed to Braniff, which went ban-
krupt in 1982,

The second long term impact of the CAB was that with deregulation, as
Wells argues, the gloves could come off. The CAB had inoculated individual
airlines and the industry in general [rom collapse. “In the 1980s,” he claims,
“for the first time, the capital superiority of Delta...[could]| be converted into
a competitive advantage because the rest of the industry [was] becoming capi-
tal and capacity constrained.” In the subsequent decade this superiority ena-
bled Delta to begin putative steps towards world status, thinking globally and
locally at the same time.

The Aggressive Eighties
By 1985, President and Chief Operating Office Ron Allen was anticipating
the language of the pared-down global business more associated with the 1990s:

28 (Civil Acronautics Bowrd (1983) Table 14,
30 Wells (1994), p.46Y.
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“Delta is going to be seen as a tough, lean competitor that is going to be out in
front with a lot of innovations, and the other airlines are going to have to react to us,
They are going to have to compete with Delta because of the great strength we have
and upon which we will capitalize™'.

The lean machine that took shape in the 1980s corresponds to the kind of firm
Naomi Klein analyzed in No Logo.* Through marketing the Delta brand was
carried far and wide, operating al both a global and local level. But this brand
was accompanied by micro-management and a fastidious attention to cosls.

Delta’s global expansion

In Delta mythology, the “transfer point” between the airline’s past and future
was the inauguration of the Atlanta-London Gatwick service on April 30,
1978%, Chair Walter Beebe claimed the link “practically assured Atlanta’s futu-
re as a world city of major stature”*, Subsequent Delta services to Franklurt and
Paris began in 1979 and 1985 respectively. It was not until the 1980s, however,
that Delta’s international direction moved from an implicil 1o explicit strategy.
Expansion of its route system became a “central element of the Company’s stra-
tegic plan to achieve its goals and objectives as a major international airline™,
Rather than tagging on the European flights to Atlanta, Delta envisaged a far
more complex and cohesive network of international and national connections,
taking in the Far East, via Portland, and also opening international connections
from its newer hubs in Cincinnati and Dallas-Fort Worth. Delta’s aggressive pur-
chase of Pan Am’s transatlantic routes occurred in the context of an already esta-
blished commitment to international expansion (Table 4).

Direct connections were only part of the story. Delta also expanded its inter-
national presence through local agents abroad. In South America, for instance,
which Delta did not serve, local representatives sold the connections the airline
offered passengers and cargo shippers arriving in Miami on Eastern. Having
representatives on the ground in nations like Argentina and Brazil was regarded
as essential, as — it was perceived — “the Latin American markel is peculiarly
responsive to friendship as a basis for doing business™, Expertise in and res-
ponsiveness to the nuances of local political situations was also an important
part of Delta’s on-the-spot team, “What is effective in one of these places may
be disastrous in another,” claimed the airline’s Vice President-International in
1990. “Diplomacy in large amounts is vital to Delta’s whole international ope-
ration. Our regional people always serve as Delta’s ambassadors™.

International General Sales Agents (GSA) were also part of the 1980s global
expansion. Working on commission — thus avoiding any overheads for the air-
line and keeping its costs down — GSAs had been in operation for over twenty
years but had expanded from four to nineteen in 1986. Using the Delta owned
and developed DATAS information system, GSAs were able to contribute $9

31 Delra Digesi (1985), p. 0.

32 Klein (20000,

33 Dedra Digest (1988), p.d.

33 |ewis and Newlon (1979), p.d7.

35 Delta Air Lines, Annnal Repore (1957), p4.

36 Carlos Angstroze, direetor, Interline Agency Sales-Latin America, quoted in Delta Digest
{1982u), p. 10

37 Delta Digest (19900), p. 4.
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Several measures helped Delta’s growing appeal in Japan. “Japanese cultural
training” was instituted for all employees involved with the new Tokyo service
in 1987, The cross-cultural training program was a first for Delta, though it had
been utilized in other large corporations'!. As significant in terms ol future
industry trends, Delta and Japan Air Lines (JAL) in 1986 initiated a marketing
agreement called “Three for the Sky"” (Western Airlines, soon to be bought by
Delta, had a separate agreement with JAL). The agreement channeled passen-
gers from respective airlines onto each other’s domestic fleets while linking the
Delta brand, largely unknown at that point in Asia, (o the prestigious JAL.
Flight atiendants from both companies participated in an exchange program
aboard flights, a move that was replicated in the 1990s at a more sophisticated
level*2,

By the late 1980s, analysts were talking about the “globalization™ of the air-
line industry, citing over 50 worldwide agreements that shared codes, marke-
ting, maintenance and terminals*. Though some regard the 1992 KLM-
Northwest pact as “the first true global alliance™, Delta’s 1989 partnership
with Singapore International Airlines (SIA) and Swissair could justifiably lay
claim to the title. Initiated in December 1989 and billed as the “world’s first glo-
bal aviation network,” the three-way alliance provided seamless travel on three
continents, The alliance cemented the transnational equity swaps that had been
carried out by Delta and its two partners during the previous year, whereby
Delta acquired 5% of SIA and Swissair, and its partners each acquired 5% of
Delta.

The equity swap was partly designed to prevent the kind of hostile takeover
pioneered by Frank Lorenzo at Continental and Eastern. But in securing the glo-
bal alliance it was also a necessity of the present regulatory climate. US-style
deregulation had not been widely implemented at the global level, though
Europe and parts of South East Asia were partly liberalized in the 1990s.
Indeed, international aviation was somewhat incongruous in its strict regulatory
structure. Most egregious — for airlines at least — were the Bermuda agreements
that governed service between the US and the UK, with US airlines reluctant to
allow international carriers access to domestic markets, and British Airways, in
particular, reluctant to allow US airlines unfettered access to its main power
base at London Heathrow. Delta has yel to gain access to this airport, though it
did arrange a code-share agreement in the mid-1990s with the flamboyant
Virein Atlantic.

Apart from global alliances, Delta’s other main foray into the international
market came with its acquisition of Pan Am’s transatlantic route system in 1991.
With this move, Delta flew to more European cities than any other US carrier.
Franklurt was designated a European hub, operating 128 flights each week to
destinations in the US, Europe, the Middle East and India®,

In 1992, Michael Medlicott, Delta’s London-based Vice-President Europe,
offered the following choice for the world’s carriers: “Either become a global

A Defta Digest (1987h), p. 4.

42 Defta Digesr (1986Ga), p. 5.

43 Foros (1989), p.75.

44 Siatement by Kevin Mitchell, Chair, Business Travel Coalition, Statement 1o Parlinmentary
Group of the Swiss Aeronautical Economy, Bem, Switzerlund, December 15, 1998,

45 Defta Digest (1992), p. 3.
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airline, or become a niche or regional carrier.”™® This seems a straightforward
proposition, but at heart it is disingenuous. Perhaps a sideswipe al the continually
(and for other airlines irritatingly) successful Southwest Airlines, the low-cost
Texas airline, Medlicott's claim surely missed the central point of Delta’s 1980s
expansion. There was no attempt at choosing one or the other, between figurati-
vely staying in Atlanta or reaching [or the world. The key issue in Delta cemen-
ting the building blocks of globalization in the 1990s was not that it was either
an international or highly localized carrier, but that it was both at the same time.
To deepen this argument, | will now turn to Delta’s domestic mallers.

Domestic Delta in the 1980s

Delta’s strength had originally been based upon its network of routes based
on Atlanta. Through two acquisitions, Chicago and Southern in the 19505 and
Northeast in the early 1970s, Delia had gradually expanded its network to the
Great Lakes and New England. It had also reached the West Coast in the 1960s.
Though it was ranked a national carrier, it did not yet serve all parts of the US.

The 1986 merger with Western changed that, placing the airline’s network on
a par with American and United. The merger was a bold move, and somewhat
uncharacteristic of the carrier'’. By expanding the number of cities served in
1986 from 98 1o over 150, the merger also gave Delta new hubs in Salt Lake
City and Los Angeles. Critically, the merger was only possible because of
Delta’s linancial position. Yet even with the merger, the airline’s debt-equity
ratio only reached 45%, and fell again to 30% by 19884,

As important as the Western merger, however, was Delta’s development in the
short-haul feeder market. By 1984, according to Ott, the battle over traffic feed
at Atlanta’s Harisfield airport had become intense?”, In response to Eastern
Metro Express setting up short-haul operations to connect smaller cities with
Eastern’s trunk service, Delta initiated a series of partnerships that eventually
formed Delta Connection. Airlines such as Atlantic Southeast Airlines (ASA),
Comair and SkyWest provided the prototypical franchise system more associa-
ted with global airlines in the 1990s. Each used Delta’s code and flight numbers
on their flights, so that passengers had little indication that they were not in fact
flying on a Delta service.

The relationship between major carrier and regional feeder airline was ins-
tructive. For a start, costs at feeder airlines were low — ASA needed only a
break-even load factor of about 33% (i.c. the other 67% of passengers repre-
sented profit), Salaries at ASA were lower than at Delta. Benelits ol smaller
airlines were not as good, hours tended to be longer and there was little pro-
gression up the ranks. For flight attendants, there were no potentially exciting
weekends in foreign cities?!.

A8 Defra Digest (1993), p. 8,

47 Ticer (1988), p.Y92. See Davis (1988), for a more critical view ol the merger. Procrastination
on the part of CEO Ron Allen, Davis claims led to Delta paying ten times the market price ($900m)
for Westemn.

48 Woolsey (1988), p. 23.

42 Out (1984), p. 41.

50 Davies and Quastler (19495), p. 23,

51 The information here 15 laken from interviews with ASA flight atendants conducted by the
author in 2003 as part of a project looking ot flight attendant families. Names are withheld 1o pro-
tect anonymity, More details of this project can be obtaimed From the author,
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Delta billed the Delta Connection as “an exciting new concept in (ravel expe-
rience”2, The fact that Connection flights used Delta codes and flight numbers
ensured that they appeared in the Official Airline Guide and would thus appear
in Delta timetables. As the flights would be “online” they would usually appe-
ar among the first listed on a computer reservations screen, which was crucial
for competitiveness as, il was claimed, 70% of all flights were chosen from the
first few available. Importantly, Delta Connection flights contributed to the bur-
geoning frequent flyer program, which increasingly gripped all airlines in the
quest to retain passengers®.

Delta acquired 20% of common stock — with voling rights — in both ASA and
Comair in 1986, investing some $55 million in an attempt to “solidify and
enhance ‘The Delta Connection™ (and eventually acquired both airlines
outright in 1999 and 2000, respectively). At a time when American Airlines was
developing its B-scale salary system, with the revolutionary coneept of “an air-
line within an airline,” Delta was thus surreptitiously doing the same.®® Yet
Delta was in effect forming a virtual airline within an airline that carried its
brand into the smallest of airports, a policy at the heart of British Airways glo-
bal push ten years later™. Each of these airports and short-haul flights (Macon,
Panama City, Chattanooga, Dothan, Valdosta, Brunswick, Savannah and so on)
generated traffic for Delta’s system. This was more than just a network of con-
nected carriers. It was an aggressive policy to create a flow of customers, dri-
ven by the compelitive post-deregulation environment. As Whit Hawkins,
Senior Vice President — Marketing, argued, “Today, if you don't generate it
yourself, you're not going to get it.” Delta’s three Delta Connection carriers
generated more traffic for Delta than American Eagle's (American's equivalent
group) nine carriers did for its airline,

“Seamless travel,” (through ticketing on one airline code) which carried the
Delta brand into all corners of the globe, was only possible with the concomi-
tant development of global alliances and Delta Connection. Yet it was also only
possible with a new attention to costs and a far more hands-on business struc-
ture. | now turn to these developments.

Costs and yields - the new obsession

In 1982, following disappointing results, Chair David Garrett addressed Delta
employees through Delta Digest:

“It is more important than ever before that each member of the Delta family eli-
minates unnecessary expenses and increase elliciency at every opportunity, work
hard to obtain that extra passenger on every flight and provide the very best servi-
ce to each and every customer™¥,

In an increasingly sensitive and troubling economic environment, Delta focu-
sed specifically on two indicators. The first was the passenger mile yield — the

52 Dela Digest (1984), p. 4,

53 Delea Digesr (1986¢), p. 8,

84 Delin Air Lines, Annnal Repors, (1986), p. 3.
55 Petzinger (1995), pp. 144-148.

58 Whitclegg (2003}, pp. 244-263.

ST Defta Digest (1987¢), pp. 4-6.

58 Delvar Digest (1982b), p. 3.
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expansion during that decade, and its capitalization on financial and geographic
strengths. In the 1990s, the concern with variable costs that had become domi-
nant in the previous decade became more entrenched. The post (First) Gulf War
recession provided an opportunity for management to attack some sacred cows
in the Delta family. For the first time in its history, Delta furloughed workers
under its Leadership 7.5 Program, shedding in total some 20% of its workforce
in a drive Lo save $2bn over three years. Pilots, much to their surprise and des-
pite their union status, were downsized as part of the program, as were non-
union customer service representatives’. With a collapse in employee morale,
Delta flight attendants attempted to gain union recognition. The move failed
amid recriminations and accusations of company heavy-handedness™.

To be a global business in the 1990s, a company needed to concentrate on
three things: expansion, costs, and branding. As Naomi Klein has argued, com-
panies such as The Gap, Nike, McDonalds and other large household names all
exhibit these traits. Delta Air Lines, in its global form did too, But, as 1 have
argued, it had done so for significantly longer than the current buzz about glo-
balization would suggest. Delta may now stand as a global carrier, but the seeds
of such status were sown over an extended period of time.
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