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Yes. 

sunmtated pr101t to 1948,- aUbs,1dy requ1.:remonts for that y-s-ar 

for the combined operation ~wQuld have been .f6 ,;oo,ooo less 

than th~ su.--t of subsid:y requirements fQr .AOA and .for Pan 

American a.s s•para,te ~~r&.;tio:n.~.. Wl tn tn~rea..siJ1g invest.. 

:mont and: costs, 1"eduetion1 1x1 subsidy .re(luirements for 

fatu:re y~&rs will b$ eve11. gr.eat$1"" 

2. Why will subsidy 1~er;plire1u,en.ts 'be reduced? 

Pan American and AOA duJ,lieate etidl ~tbe:t e~f;;etly 

be tween New Yo :rk- Bos t-on ... o and et"-Shannon• London ... frenld'u.rt " 

Thi$ aoeounti to:: ove:r $~ of AO.Ats tlrani-A tlantic bturtn.0$$, 

lJuplioate ground expenses e.t these poin.ts e~.n b$ avo1det'}., 

L1kewis,e duplicate o•erhead el(.pElntie:S oan ba, elimituxted~ 

FU:rthe'rmc.rr~, Pan A:lll:$X-loan' s ,tra.ns.--Atltmtic :route, h~ve 

n•erous lightly tr~nrelled $,tgmen:ts ;· rid.di tion to 1 t of a 

~Qnside:ra.ble. share of AOA t s t?"fl.ffic will m$irn imJrroved 

system load faotors; for Pan funeri.c&.1:l so leS!\Hlning 1.ts 

subsidy depatidenea.. Finally,. since trans•! tlant1c t:raftio 

1s highly seasoni;~.1,. th~ c,om.b1:na.t1on will perm.it f .~wer 

flights., ~with higher loi.d. t a oto:r$1 in the off-set.1son .. 
' 



;, • ls Pan American, ·the high cost O:tH~:rato:r i\l'ld .AO.A th$ 

lQV oost <:>JHitl'~tor? 

No. Ea.oh ~arriert a t-ela ti.v& co·sts, vary from time to 

t'tm.e depend..uig u,on equipm~nt and ¢ther eond1t1ons . In 

1947 Patt .A.m-Etriean w-as the low cos•t OJ)~red)o:r lu:re>:SSi the 

Atl ant1o. In 1948 AOA was the low ·coat oper~tor. I n 1949 

TWA lHlS the 1011 ~o.st cpe.rQtor., Pan Ari:ieri<l~n•~ l91t9 coete 

~ere ,rel~ tl v0ly high because it was. :Ca.Q·ed thr,ougnout 

uio$t of the year vi tb extraordina1·y co$ts oJ' :tnt:rod.ucing 

a new type o:f eqnir,rmmt .. AOA r~oed ~1m1li.tr Qorrb probl~lls 

e.t the •ery end of the year, AOA would be ib~l"ply affected 

by that p:rtiolem in 1,,0 if the :reute sale v1;re di~tippre;v-&d . 

4. Does not Ptnl A!nen:-ica:n alr~~dy have th$ stronge~t 

Atlmitlo :route? 

No. The mast rec'$nt CAB a11alysi$ of the relatlve 

strength of the rpute,. of th.e th1'-ee. ~ar,rit)rs across tlle 

Atlantic showec!l the.t, bastd u.p2n "SJM~ i~lf lt'V"e,1,a, of 
' 1;ttlsJ.tnQI tqr ,rMJ, ~!@I 9.arr;L~;t,i. TYA1 a rout·e vas the 

.~t1rongefit of th'$ th.re$ in ~er1ns Qf the amount of' subsidy 

th.e,t would be tl$Gd~ per inrrailable ton mile in ord~r to 

brtHtk even. This analysis ~ho1<red that, the b];\eak-ev.en 

n&ed of th~ Pan A"'D.erie&n :route 1s 7:>% gr,ea t~r than '1:\lA.' s . 

Definitely not. ".fb.e latest CAB en.:t?'V~y of truns­

Atlantic tr:&,f:fio carcr:ied. c,,.ern.5s the ir,·c·ean t.o arHi frr,.nn the 



U.S. by the. U. a. f'laig car·ri.era shows. th~ 't 5 2~ o:t' it 

vas to or from points se:r'VE.l4 bt TWA i,n J:upope and beyond. 

s·9 • 9$ ot .it was. to ixn4 from points that• would be Jerved 

by Fran American if it aoqulr~• AOA. (These two pe:rcttnt,... 

age :f'igu:res. add to mo.re than 10°" beQause TWA an.d Pan 

American sei-ve oe:rtain poin.te in. cQmmon .. ) !th.is dis~ 

closes a balance which ia a.s nea:rly equal as 1t :ls prae-­

tically poa,tble t() attain btt1.reen dirter<mt carriers. . 

6., Hov much of the total tv~tf1e does TVA. ea:rry tod.ny? 

The lnt,est ~vail&cble fisu.re.s are for the twel v• months 

f!nd1~f 1n S ptember, 1949. Of the totnl for the three 

u .a. tla::g oarr1era. on the Atlant1o routes; e,;<,luding Pan 

A:mEn'iean•s local · tratfio t'Q Berl!N.d and th&t por-t:1on of 

its tr.~ttfie soutb of t'Urope to South A.frioa, which. ere 

quite separatf)· traff1e areas , WA ts sha~e of tn~ total 

paSS$ng~r miles was .39.6~~ Its sherre of total r•venues ; 
' ' . \ 

\ exolu1ive of U:~S, ma.11 pay,. was 40.6%. And its share of 

\ total passenger revenue.s 1tas 4t.A$ .. 

" .' .. If AOA i .s .sold. to Pen American.,. what will be the ~eln-

tive sizes o.f the TWA tr na-Atlantic ope:r~tlon "' d of the 

Pan: Amertoa.n t.r~n$..:Atlan.t,lo ope:rati.on? 
. ' 

tf Pan Ameriean se~ured .fll1 or the AOA traffic, the 

ans,,n:u• to· Questi,on 6 ind1Qate~ tha.t TWA w-ould hav.e ,4oi 

an4 Pan Americ~ 6~ of tbe business,. But all thiree 

I . 



I Qarr1~:r$ p1."esentl7 op~ra:t e to Stuu:ino11, a 1~e1a,ti vely 

f()OO t:raf"f1e poit.rt, so tn~t $lU:f.ntit1on at AOA 'ri.ll m~a:n. 

that !l'WA will gtlt pnr -t o AOA' ti t :rfitffic te that f!()int , 

md Ti.A.,ta tratf'le witn~ss test:tf1e4 ttH1t that weuld tuippen. 

Furthemor$, TVA' s own peopl~ admit tln, t the thtee aal't-1er$ 

are PN!H1ntly i:ndireotly con-u,etlng tor traffic tc all or 
EU.ro,e, to that the el.im.1nation ~t A.OA will meat1 that TWA 

till g~t part of !OAf s traffic to l'.lthe~ paints, thes• 

cona1d.ersttona,, togethe:ri lfith tbe data l"l$ferre,d to in 

a:nsver to qururtion ,, $hou.l4 lead to a ~ele.tive ratio of 

4J1' t~ 5CJ:' for fiiA · and ' -'~ to 50:, for Pan A.~t>i.can. 

a.. If AOt is $i:,ldl7 -ia the r-tlute patte:,n th$R .frot.en io 

that TWA ~an.not be tt:rengtbened i:n relation tc Pan Am•ri .... 

can if -that · pr(:)V(tS n•eess~r,r I or so that th~re oan ru~ver 

be d1r-e~t c.ompetit1.on bet"il~en U .,8. otrr1$!"S to London, for 

e~J>le, if the.. t _ proves dEtffiztable? 

Tb.El' . ro-ute pattern ii not fr'>te11.. th•~ lit1Jtth Atlant1o 

. cert1f1 ~~ tes-, .incliiding AOA 1·s eert:t:r1~u1 te 'Wbioh llould be 

· tr:anste:rred to· Pan Am&r1oan •~P ir·e in Ju~:,, 1952. tbtt 

, CAB can and will h ~ve, rttViewed th whole patt~:rn before 
' 

that tim,e and w1ll he able fully '¢,o m~ke M.Y adjustments 

foru1.d desirable from. ~.:ztual ·exJ.1~rie1ioct.. In the :m:earitime, 

TWA ei.n hardly be hurt for 1 t hf;,.J more tratfio- tha.n 1 t , c&1a 
J • I i l ' 



1"1 likely to C:iiil'rf ove:r beyond l9~H). hrtb~rm()re, 

the new atat:e or I~rael1 whicll is in fWAf$ territory,_ 

pl'om.1sea v'(Jry large traft1.o growth" tlGW tlu.rt th• JL,:ab 

-wa~ is ove.r., 

-9,. The foreign flag ct\rr:ters- i'9ecure only abeu:t .aol 
·of the trans-Atlantic trafficc, th,• re$t bEJin.1 esn.•rie4 

by u.s • .earr1ef's; therefore wtll not Pan American be 

relatively fr:e• of eompeti t1on 1.1 1 t s.cq;u1;re,s AOA.? 

JfO't at ail... The \'l'eason fQr the r·eJ.ati v~ly lQw per .. 

ctatage ,of tr~ttie ~arried by f ol'eign fl.a$ ca:rrlet-$ 

fflt•i:Al is that tti-ey do not operatfil bet.,.reen t:h1s count:ry 

.eu1<1 .nmny points tn Eu.rope and Asia, Thus, in TW/t' s 

t ,er1!1 tory., the only effeetive .foreisn .flag eo:mpe,ti tion 

f(lr hut1utuus to and r~m ,he U.S .. l• to b• found in Paris, 

:m,ve•er, ther.e 11 l'er-7 effective foireign flag competition 

b-e,twe•n, the u~s •. ~H;lQ S'Vlll 13:a:111 UQiQ~ se:rved, by AOA 

C•xotpt ,Ieelan4) • For: eXE.41ll)le, . i n the -,uu;e: of AOA. -p<>1nts 

1n Scotl.end, Rolland, s.nd .Sc,a11tU.n•vt~ thtJ foreign :flag 

eari-iers ,et tro:m 711$ to a~ o.t the business. l'an A:meri ... 

can lrill f'aO$ ve.ry effectiv& c.ompetitlon f't-otl. thr•• of 

'the fine$.t airlines 1-n the world, ~0,£\C (B:i-1 ti.Sh), ltLM 

(Dutch), and $AS {Seandia&vian) • .L"td · in the , eas~ r;t 

London, where BOAO 1'u1• h~retofe:re secured only 0:bout , 20,: of 

the t:ra.ffie, that eompa;ll7 ti now gett1n.g rt new fleet of 



Boeing alreraft mx:1eh 1'l'ill g:re~ tly inare1~e 1 ts oom};Hit!• 

t1:v$ tffort, U1it11 :rei2en:tly BOAC optu1·at,e, .~ very lQw 

trequ~ncy to ton4<>n, he~aus,e or shortage ifi'if tJquipment.-

1'11 th its ntn1 ai.rcrt.,tft 1.t 1s alt>e,§:ty outaohedul1ng A/JA 

to London. Tvan.S,•0:anada 1.5 $1.lso entering that li!,\a:r'ltet,. 

And there are no-w •1x fGreign fl!tl earrltnt, provid1ng 

se:trvioe between the U.S •. and. Giu•many 1n oom:p&t1t1-0n with 

!OA end Pan A.mer.lean. 

10, Is not TWA tn a 1t~akened position .so tllat it ¢rAnnot 

be ?''6l1ed upou to furni.$11 etm1p1,ti t1on wt tb Flin Ata:e:ricfln 

to Europe? 

f'WA 1, not veak; it is a.nd will b~ a ,rery s-,tron.g com~e• 

ti to:r.. It is seeur1nt a fleet or tbe n•eve.$,t and n,.Qst mo<lern 

C~nstelle.t1ons an very f'avo:rable ter~s of financing.., It 

ha, g:ro'1.~ very :rap14ly· ....... m.:uah ta,tet- thatl ei t'.h~r t 2.n 

A:ine:ri'o~n or A:fJA,. In l 94'9 it, t:ra:n•~At•1~ntto pruuJenge:r,1 

httd ii1or$1J.sed by :!lO't4' tbl;i;n 1, .,OOO o'V~:r 1 tt l.:91/7 lev,el 1 

""11~r$a! neith~r AOA nor Pan. .American cezmfl WP to their 1947 

levelt ,. 'Arut lbs, f1:rua,ne141l showing has $~ ta:r 1!11t1:roved 
' . 

that under reoent mail :pay o:rdere, thflll ~AB has tound thi'jt 

much of the subsidy a.etully pro'\1'1ded to !'WA dul"ing 1949 



11. With the sale ot AOA to 'Pan Am.ar.1c n, tl~S ., flag 

ear~ie.1rs will duplicat• . e ch other only to the gftteway 

points· ot Shannon and L1sbon QCl"¢SS the Jtltttttlc:,, and 

beyond tbo$e point$ ,nll ope'.ratft b7 d1 verg0nt ro\ltem t<> 

dif'fe'ra.nt pointss 1s this eons:1$tent vith our p~l1ey 

e~lling f'or l"el\\lated competit1◊nf 

It cert ainly is«· 1£he dupli~~ting operation •Of AOA 

and· Pan Ame:r!ean. ts aetuall7 inc&ns1st~nt tr1th that poli¢7,. 

T'he Dep.a.rtment ·Ot Juttioe,J U'l, .a thorough 1rtudy o.f 1,nter ..... 

ne,:b1ona1. .a;r1a:tiort Jfl>lier in 194:S, re-co•m~n4eci that th$~• 

be tvo caniers. to Europe, say~nfrt 

"For example, on~ •company• nt1t;ht Q])$:re.ta th.e 
trans ... J...tla:n'ti.o . route to northel."'n Eur,op,e~ ~nil~ the 
second ◊J)e~ated to south~rn Europe ••• the e:d.$­
tenee . of t,fo eo:i:n:panies flying over ~l taT11ate rtn::.t~s 
vould seem tQ offer a ,gr;•at~r ~dvan.t agt to the · 
Nation than olther & single contpany flyinjj the two 
r~utee o:r t -wo or mq::re. ·eompan:1~.$ t1y:1t1.1 the lllam• . 
rou:ees." Houis~ 1lo<: f 1-1.o·,. 14l, 79 eon1 ., p . )6,, 

nQt1ona1 positi,u1 in 1nternat1or.tal .~viatten? 

It will sttengthe:n that position tor fo~:u~ very f ood 

( a ) By .saving &ubsidy 11.one1, it 1,1111 a,asure tul.l 

•up;,ort of 1ntern~t1onu aviation bf our go•em11uint,. 

(b) By prt>vidi11g for a ircronge.l' Pan Am.erican op'1re. ... 

tion in plm'°e o:f' the ~eakirr p:r~~Hlnt optn·ations of 



l 

Pan Ame:rie~n and AOA, 1 t vill offer iJ.n opr,l.$x-tu..11,i tr 
f;or ~. lYNJt:1 t~bl~ futu:re 1wh1ch -iwill 0noou1Nlie $t.oek­

holdez-s ~nd b9.tlkts to provide z-1.~tdtd sup:por,t,. 

{o) By providing for, <>ne u.s~ et,]ti~ny to ope:rt1te 

tel ;!!tnd ·¥Within Oerl'lf'..llJI', i:n~tead etf' thee , re"1en.t situ.a""' 

t.,ion where O•r•u1~1 1t tU.vtded into two $G:p$.r~ t£t tones, 

•Ot:U,it, to?f AQA and one to,r Pan Jurtericl!'in~ \.t~ v11l bEf. ,a,ble 

to :tuav~ a:. U.S. car:rie:r provid.ir1g $e~'Vllo•:Ut in th~t 

v•-i-1 1•porta,nt h1ternationa.l een1Uir ~1td.,ch new ¢ttn :oe 

'.Pl"¢i'V1de4 . .IR1i by foreign flag Q:&l'."J:"ie.:rs. 

(d) Dy p evi41ng & st.-e11gt'he 1ed oom;rany to op~:rate 

to HoJ.lartd. and. Seand,1ne.v1!i, a gr$~t~l" n~:ber of tr~­

ttU.ttneief e,iu1 b~ supported ttnd r th• A:me.ri.e~.n , fl~i 

than AOA, a& •~ !it:r-a-rirt~ ~ompany, can J;.tcus-,tbly · sttppor-t .. 

AOA is hir&vily 011tsahedu:led by i~" t~r.eign flag eom­

peti tor$• :tn.to all ot Sca:ndinav-1.a and Hollta>.lld * 

1,. le it tne that AO! hal bt~n .making mcr,~y il:\JJ.d 1t in 

a &OU.Ud fin~!lCial ¢"0tld!.t1$tt,? 

1t e•rt1itllf 1$, 'not true~ B~tore $ail pay ~;nd tn,xes, 

AOA has lost ntarl.y t1z,.ooo.ooo in the t,iree :,ear,, 1947• 
' ' ,_,., 
', 

·1949,. Ill 1949 ,alone th1t lOJ$ ll~:• n~i:;.rly t,,0001000. -Atid 

all this rlifli;li subsidy given to AOA be,einntr.ig with 1!4.S ba.s 

provided it v1th a 11.~t p.rofit ,otall'ir.1:g o.n.11 $960,000 for the 

enUre· 1:HiTt~d. ltn. 1949 alone the~e w~s mn:ri,, than $400.,000 



bot deferred $Xpent,♦ wnleh d!.4 n~t go th::rougb profit 

/ and lou 11tet-flfl&, so that thh $9&0,ooo l>l'l>fit b 

/ overst.at,e4. hl'·tm~rm~rei tbe OAS hi :µropQ.s;.1ng to eut 
f f AQA•" mail p&7 ret.roaetivel·y, ¥£bieh lfill ftrrtl:un·· red.u~e 

J th~ p:ro:f'1t •· And urulea-i p:reie:nt.l;y propos,ed m.~11 pay AO! 

\ will hav.e an investm.•nt :r~t't:>lnized for mail p&y pur-

\ 
po,~s a:t .o.nl:, 1131 0001,000; :i.rbe:rfUt$ t.ts ,~otual i t:rvestm.ent 

• is nov so~e $2S,OOO,OO.O. 'that $ t.tn\$: mal ,t P~t t):t~der will 

\ ca:utut AOA . to lose J even after mail pll;y _, UJ"lif$.TdEJ ot 

\ $J,ooo,ooo J.n 1950. In thf fa~e of t111, 1»ietul!f.,e, . .AOA 

\ :1.11 have a debt ef C.10,,000,000 by the 1anJ.muuint of lfS,O. 

14. Has !OA t I bu.sine•• be-en groving? 

It bes not be1tn grow1nth 1or the yeg;, e&ding Sep ..... 

tebe!', 1949,, !ts total pa.sseage-r m1le& w•-re b&r$ly more 

than 1tt total re~ the ye~r ettding Sept~mb~ll' , 19471 And 

the tn.imbe:r of its t?'t'itn& ..... Atl~nti.e patsengerm fell in 1941 

bel()l1 194?, ~nd :tn 1949 llel.011 19·4.a., 

l.5,. \,1hy ha& AOA not 'been g,:,01d.ngt 

Beea,un, it$ bl::ltbtss .is duplicated by Pan Am•iuriean 

to the exte-nt ot 8~ of 1 ts tran,s, ... ,Atlant1o t:ratr1c, ~nd 

ie duplicated to every other point on its s.1ste111 (•xe~pt, 

Iceland) by foreign flat c~:rrie1"J,. All these dupl.ieating 



oar:riers bave, mode·m fleett, ngg:ee~&i\re organ1:.at1otH!l 1 

and bu.Sin&$& 1etting 1lb11it,-,. No otller 1:nt.emetional 

carrie:r 11: ~uplieated and. hemmed in~, is AIJA. The Iro-n 

Cu:rU1n pre'fent1 it f:rom ~pe:r~tt.ng ·the Tcrute "+Jnioh tb& 

CAB intended in 1945. lts only hop~ for groW'th is to ex­

pand into '!VA•s t ·er'.!;'1to:ry, vn1oh. would. me·a11 fttill iil€n .. e 

duplication of tervlees •Pong .,ubsid11,ed u.s. car-:rlers. 

16. 1111 J.m.er1can Airlines g~t some spec1al ad:v~ntage 

troll tbit $ale n-ot a'f:ailable t-Q othe:z, · AQ·A sto~kh¢·ld•r•t 

lt vill not. All ar~ trea:ted Silike. '!be principal 

111nority :tnt•r••t _in AO:A ii b•ld by l:1.1&.ll'iean Ex.port St&am ... 

ship Cotupany. Its aba:re er the sal&• priee will g!Y-e .1 t 

a p-ro:tit of l9391!J4 ov~:r the: cost ot itll holdtng&J1 wbar,e• 

as Amt&ric~ Airl:1:nes wi.ll stittt•r -€t 4111 ot $:S68,-.2J2· .• 

ln addition, 1t shoitld. \'ie p-o:t.n.td O\\t tba·t: Afit1l"1CM Ail'• 

lints was fo±-0-flld to lxlrro1f money in Qra,r:, to provide !OA 

with needed ¢ap1tal tn l .946i and ~e inte:t"est on that 

b<:frl"Qwed, ltl:Onay b~s: antQW1t~d to QVel" ,~90-0,,(tOO th~h th$ 

·end o.t 194-t •. 

17. lt the tr~ns .... Atlant1c <:e:rtit1ee.t®"$ ~~p1re 1.m. 19521 

-why tboUld not th:t~ vhoJJ-e ~U.&lltion ·be pu,rtponed tor i-vo 

y,,eal"s ancl eo?).s1der-ed aga1n ·a1 that t11t.\ef 

P0:s1t,H:1ilfiim.ent \it¢ul4 be- dittu~trous. lt AOA ceaeefl 

opet>at\~s if.I: 19,2 ... \>.~ieh no on1, e&uld p:r~v,en:t "'! th~.r$ 



would be oo way to :r;:i'.r(.'JV1de .Proteet;J,,.on to it, empl<lJ'e~s. 

The llOl"$.le Gtf its Qrg~~1tatton in tb~ m~t.tm~ woul.d be 

de.s:troyed sinoe th~y would not know vhat to e~pect. th• 

comv~ny could make no long range plans" ft would have to 

11 ve on a. hand to mouth bas1 ·• A:nd · 1.r· the whole que.stton 

of wh1 .. t . is to happen to the I tbr~e car:rler.s 1.n 19,2 tJ'tire 

l~ft open.- na! tbt:r ?VA,. :Pan A~~r1aQn1. nor 101 ·woul.d lo.ave 

any !ile,eu~1 ty of tenure i11 the meanti:ne, despite the 1wn1• 

nent need :for making pl a:ns for Jet t :Ntnsport$ and other 

ad.11uices in the av1at1Qn· fi'.e-~d whicb ta.ke, years to pl1tn 

and eo:nsur4!tlat~. lf tne· sa.le is ~fteetsd '.·llc>w-1 both ifWA 

and i?an .tme rioan. wi,11 be f;;S$Ured ot being t .o.n:t:inued 
,, 

1ndefin1 tely beyond 19,z. Finally,.· postpone1m@nt siJnply 

delay,s th~ t1nw for strengthening, the enr:ri~rs 1:'Jl:roush 

el.1.:lft.itu:1 ting uneconomic du;pliont.1.on · an~ m¢ans ~n unne,cessa.ry 
' , ' •·,. . 

wasrte: or tajt,pa;rer' a sub:Sidy m'3n~y i1l theli ·aeantirne. 


