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ABSTRACT 
 

 When airline deregulation was adopted in October 1978, the performance of the regulated trunk, local 
service and Alaskan/Hawaiian airlines (the original carriers) differed substantially from that of the four intrastate 
carriers whose operations solely within California, Florida or Texas had not been subject to the regulation of interstate 
air transportation by the Civil Aeronautics Board.  One of these differences was the substantially lower total operating 
expenses per revenue ton-mile (RTM) of the intrastate carriers compared with that of the original carriers after 
adjusting for the effects of distance.  Proponents of deregulation predicted that without regulation a number of new 
low-cost carriers would enter the interstate industry and the resulting competition would motivate the original carriers 
to reduce their operating expenses per RTM.  This paper examines what actually happened in this regard between 
1978 and 2005. 
 
 There are three parts to this issue.  First, did the original carriers’ distance-adjusted total operating expenses 
per RTM (measured in constant 1978 dollars) decrease after 1978?  Second, were most of the 133 new airlines that 
entered the industry actually low-cost operators relative to the original carriers, or were many relatively high-cost 
operators?  Third, in general, did the differences in distance-adjusted operating expenses per RTM between the two 
groups become smaller or larger over time?  That is, did their operating expenses per RTM converge or diverge under 
deregulation?  The evidence in this paper supports the prediction that the original carriers’ operating expenses per 
RTM did decrease.  However, while most of the new carriers were low-cost carriers, many proved to be relatively 
high cost – some by design and others unintentionally.  Finally, while the evidence is not clear-cut, it does imply that 
there has been some convergence in the operating expenses per RTM of the original carriers and the new-independent 
carriers. 
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WHAT HAS HAPPENED TO AIRLINE OPERATING EXPENSES 

SINCE DEREGULATION? 
 
 

INTRODUCTION 
 
 An important conclusion in the 1975 report of the Senate Subcommittee on Administrative Practice and 
Procedure was that open entry following airline deregulation would result in lower unit operating expenses for all 
airlines (original as well as new) due to the competition of new carriers operating “fuller planes.”  The report 
predicted load factors of 70 percent rather than the 55 percent standard then used by the Civil Aeronautics Board 
(CAB) to set fares for long-range domestic operations.1  By 2005, 27 years after the adoption of deregulation,2 at least 
133 new (startup) airlines operating jet aircraft in scheduled passenger service did enter,3 and system scheduled 
passenger load factors for such carriers did increase, reaching 77.8 percent in 2005.4  The purpose of this paper is to 
determine if unit operating expenses actually decreased following the entry of these new carriers. 
 
 Total operating expenses include all aspects of airline activities – aircraft operation and maintenance, 
handling passenger and cargo traffic on the ground and in the air, marketing, reservations, accounting and 
management functions, as well as the costs of buying or leasing aircraft, ground facilities and equipment.  Thus, in 
order to be roughly comparable, the output measure must include all aspects of airline production including the 
distance factor -- the essence of transportation production.  The available measure which best includes all airline 
output is revenue ton-miles (RTM).  In the case of cargo, this is the actual weight times the distance carried.  With 
regards to passengers, the CAB and the Department of Transportation (DOT) long assumed the average weight of 
each passenger to be 200 pounds.  This means that ten passengers are equivalent to a ton which, when multiplied by 
miles flown, gives passenger RTM.  Adding passenger and cargo ton-miles together yields total RTM.  There are  
problems with the convenient assumption regarding passenger weight.  First, it ignores the fact that over time people 
have grown larger and heavier and thus more costly to transport by air.5   Second, it excludes the substantial weight of 
extra facilities required to accommodate passengers on aircraft (seats, galleys, toilets, carpeting, overhead bins and 
insulation, etc.) that are not required for cargo.  Thus, the freighter version of some aircraft can carry more tons of 
cargo than the passenger version can carry tons of passengers (as measured by the DOT).   This also means that two 
carriers with roughly equal operating expenses may have different RTM if one transports mainly passengers and 
relatively little cargo while the other transports substantial amounts of cargo in its total operation, including utilizing 
freighter aircraft.   All the airlines analyzed in this paper were primarily passenger operators with cargo being 
secondary.  However, many of the new carriers emphasized passengers over cargo while the original carriers, several 
with long-haul and overseas services, carried relatively more cargo which gave them an advantage in producing total 
RTM.  This issue is not going to be resolved in this paper, but the reader should be aware that the reported results may 
be influenced by them.            
 
 The distance factor must be considered when comparing unit operating expenses among carriers.   Each 
phase of operation has different expense characteristics.  Expenses for sales, ground handling and accounting are 
relatively fixed regardless of distance flown, as are the large expenses required to taxi, takeoff and climb to cruising 
altitudes.  Thus, these expenses, when divided by miles flown, decline with distance.  On the other hand, once a flight 
achieves cruising altitude, expenses for each additional mile flown are relatively low and total flying expenses 
increase directly with distance.  Thus, it is well established that because of the largely fixed traffic-processing and 
takeoff expenses for each flight, unit expenses for short-haul flights are appreciably higher per RTM than those for 
long-haul flights.  This means that when comparing expenses between various airlines, the effect of distance must be 
taken into account.  Airlines that carry traffic short distances on average tend to have higher expenses per RTM than 
long-haul carriers, but they can be low-cost or high-cost relative to those short distances just as long-haul carriers can 
be low or high-cost relative to their average distances of operation.        
 
 Three factors regarding the effects of deregulation on unit operating expenses will be analyzed in this paper.  
First, did the original carriers’ distance-adjusted total operating expenses per RTM (measured in constant dollars) 
decrease as predicted after the adoption of deregulation in late 1978?  Second, were most of the 133 new airlines that 
entered the industry through 2005 actually low-cost operators relative to the original carriers, or were many relatively 
high-cost operators?  Third, in general, did the differences in distance-adjusted operating expenses per RTM between 
the two groups become smaller or larger over time?  That is, did their operating expenses per RTM converge or 
diverge as deregulation continued?  These three factors will be investigated in the following sections. 
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Original Carriers’ Operating Expenses (1978 to 2005)     
 
Methodology:  Differences among airlines regarding average operating distances were measured by dividing total 
revenue passenger-miles by total revenue passenger enplanements to provide average passenger trip lengths.  In 1978,  
these ranged from 130 statute miles (Aloha and Hawaiian) to 2,483 miles (Pan American).   By 2005, the range was 
545 miles (Aloha) to 1,711 miles (United) reflecting the relative unattractiveness of short-haul service with larger jet 
aircraft and the disappearance of Pan American which the CAB had largely limited to international operations prior to 
1978.  As shown in Figure 2 for 1978, the operating expenses per RTM for each of the original carriers were plotted 
(using Excel) and a trend line was fitted to those data using the natural logarithms of distance as the independent 
variable.   The resulting equation is given on the figure together with the R-squared of 0.9105 indicating a close 
(inverse) relationship between distance and total operating expenses per RTM.  This procedure was duplicated in 
Figure 3 for 1985 (the year prior to the major series of mergers), Figure 4 for 1989 (two years after most mergers 
occurred), Figure 5 for 1999 (the year of maximum industry profits) and Figure 6 for 2005 (the last year for which 
data are currently available).   However, operating expenses per RTM for each of these latter years were deflated to 
constant 1978 dollars using the total Gross Domestic Product implicit price deflators.  Thus, all of the operating 
expense data and trend lines depicted in the figures are in constant 1978 dollars, assuming the GDP price indexes 
provide an accurate indication of overall price changes.6  The trend lines for the five years are all plotted in Figure 1 
to show how the original carriers’ average operating expenses per RTM changed over those years.   
 
 The new carriers’ constant-dollar operating expenses per RTM are also plotted on Figures 2-6.  They show 
which of those carriers were low-cost relative to the original carriers at a given distance, and which were high-cost.  
These data will also be used to calculate the differences between the new carriers’ operating expenses per RTM and 
the averages for the original carriers’ as indicated by the trend value for the same distances. 
 
Decreases in Original Carriers’ Operating Expenses Since 1978:   The five trend lines calculated from data for the 
original carriers shown in Figures 2-6 are all plotted in Figure 1.  Since each is calculated from 1978 constant-dollar 
values for the original carriers, any trend line falling below that of 1978 (or any other prior year) means the original 
carriers’ operating expenses have decreased relative to those for the base year.  Figure 1 shows that for distances up to 
1,000 miles, the curve for 1985 falls slightly below that of 1978, the 1989 trend line is somewhat below the 1978 line 
to 1,300 miles (and a bit below the 1985 line to 2,300 miles).  In contrast, the line for 1999 is well below all of the 
previous trend lines for all distances over 100 miles.  Apparently, it took well over eleven years after deregulation for 
appreciable changes in operating expenses per RTM to occur given all the other things that happened in those years. 
The curve for 2005 is partially an exception to this general downward progression.  It lies below all of curves until it 
crosses the 1999 curve at just over 800 miles and then intersects the 1978 curve at just over 1,900 miles.  It also lies 
slightly above the trend lines for 1985 and 1989 beyond 2,300 miles.   Taken together, these five trend lines indicate 
the original carriers achieved lower operating expenses per RTM during the first 20 years of deregulation as 
predicted. However, the combined adverse effects of such things as 9/11, 2005 fuel prices being 212 percent higher 
than in 1999,7 and the possible net impact of bankruptcies on six of the nine surviving original carriers during 2005,8  
resulted in a rotation of the 2005 trend line causing it to be lower for the original airlines carrying passengers shorter 
distances and higher for those with longer average passenger trip lengths.  
 
 Other indications of changes in operating expenses over time can be seen in the values of the constants and 
coefficients of the independent variable.  The constants indicate the expenses incurred flying one RTM one mile. 
Hypothetically, that would be the expense per RTM incurred when taking off at one end of an airport, climbing, 
circling and then landing at the other end of the same airport.  In 1978 this would have been $3.32 per RTM, 
decreasing to $3.06 in 1985 and $2.94 in 1989, all in constant 1978 dollars.   The expense for this hypothetical flight 
increased to $3.17 per RTM in 1999, but the expenses incurred for the natural logarithm of each additional mile 
declined more rapidly in 1999 than in 1985 and 1989.  Thus, by the first 100 miles of operations, total operating 
expenses per RTM were lower in 1999 than for the prior years.  Finally, for 2005, the expense for carrying one RTM 
one mile was lower than before, but the coefficient of the natural logarithm of distance was less negative than the 
other years and the initial advantage was lost relative to 1999 by 800 miles and relative to 1978 by 1,900 miles.9  It 
seems likely that in the absence of such events as large increases in fuel prices, lower operating expenses per RTM in 
constant 1978 dollars would have been achieved in increasing amounts throughout the period from 1978 to 2005.  Of 
course, these declines could be due to factors other than deregulation -- improved technology for one.   Even so, while 
not conclusive, they do provide evidence that is consistent with the prediction made back in 1975.  That is, that 
operating expenses per RTM would decline following the implementation of deregulation. 
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Figure 1
 COMPARISON OF TRENDLINES FOR TOTAL SYSTEM OPERATING EXPENSES PER RTM 
Original U.S . Scheduled Passenger Airlines Operating Jet Aircraft, 1978, 1985, 1989, 1999, 2005 

Constant 1978 Dollars (GDP Price Deflator)
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Source:  Trend lines from Figures 2-6. 
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Low Cost Carriers 
 
 The 133 new airlines that inaugurated scheduled passenger service with jet aircraft between 1979 and 2005 
can be classified into three groups: 
 

1. New-Independent – comprised of airlines operating jet aircraft having more than 100 seats between       
medium and large metropolitan areas in direct competition with original carriers.  It includes the four 
intrastate carriers operating within California, Florida and Texas when interstate deregulation was 
introduced.  New-Independent carriers are depicted by green squares in Figures 2 to 6. 

 
2. New-Jet & Turboprop – former commuter airlines that by 1985 added small jet aircraft (35 to 85 seats) 

to their existing fleets of piston and turboprop aircraft.  These airlines connected small communities with 
airports served by the original carriers.  Depicted by blue diamonds on Figure 3 for 1985. 

 
3. New-Affiliated – Former commuter (or entirely new airlines) operating small jet aircraft having 35 to 

100 seats, either with or without piston and turboprop aircraft.  These airlines connected small 
communities with hub airports or flew other low traffic-density routes, all under formal revenue-sharing 
or cost guarantee agreements with original carriers.  Also depicted by blue diamonds on Figures 4, 5, 
and 6 for 1989, 1999 and 2005. 

 
Because of their aircraft sizes and variety and because they often flew low-density routes, the new carriers in groups 2 
and 3 generally had higher operating expenses per RTM relative to the original airlines in the years studied.  This 
began to change by 2005 (see Figure 6), but their contractual affiliations with one or more of the original carriers 
means that they were not competitors to those carriers and, therefore, were not what was envisioned as providing 
added low-cost competition through deregulation.  Therefore, the analysis in this section will omit those airlines and 
will focus on the first group of airlines – the “New-Independent” carriers operating large jet aircraft in competition 
with the original airlines.  
  
 It is often assumed that the new-independent carriers were and are low-cost airlines.  Indeed, these new 
airlines are often referred to as “Low-Cost Carriers” (LCC) rather than “New” or “Startup” airlines.  Figure 2 shows 
that the four intrastate airlines operating in 1978 all had operating expenses per RTM below the trend line of the 
original carriers.  This is what supported the prediction in the early 1970s that new entrants would have higher load 
factors and lower unit operating expenses. 
 
 Figures 3-6 clearly show that not all new-independent airlines were low cost carriers.  In Figure 3 for 1985, 
twelve of the 28 green squares depicting new-independent carriers were located above the trend line.  This was due to 
at least two reasons.  Some were recently organized and had not yet (or never did) attract large amounts of traffic 
which resulted in high expenses per RTM and, in many cases, led to failure.  Still others (such as Midwest Express 
and Presidential) were planned and operated to provide high-quality service with high fares and high unit expenses.  
Midwest was successful in this endeavor, Presidential was not.   In the same year, 16 new-independent carriers fell 
below the trend line, with People Express, America West and Southwest all being  30 to 38 cents per RTM lower than 
the trend line. 
 
 This mix of carriers continued into 1989 (Figure 4) with ten carriers being above and six falling below the 
trend line.  The new Trump Shuttle took the prize for high operating expenses at $3.45 per RTM (in 1978 dollars) 
versus $1.21 for the trend line value.10  Meanwhile, MGM Grand’s ultra high-quality service resulted in operating 
expenses $1.52 per RTM above the norm.  In contrast, America West and Southwest were the farthest under the trend 
line by 23 and 39 cents respectively. 
 
 Figure 5 for 1999 also shows carriers above and below the trend line – nine above and ten below.  Short-
lived Accessair took the prize for high operating expenses per RTM (84 cents above the trend line) while Reno, 
AirTran and Southwest were the lowest-cost carriers (17, 22 and 32 cents per RTM below the line respectively). 
 
 Finally, in 2005 (Figure 6), only four carriers were above the original trend line with eleven below.  Pan Am-
3 was the highest cost carrier at 62 cents above the trend line as it transitioned into Boston & Maine.   AirTran, 
Allegiant, JetBlue and Southwest were below the trend line at 18, 18, 22 and 25 cents per RTM.  
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Figure 2                      
 AVERAGE SYSTEM TOTAL OPERATING EXPENSES PER REVENUE TON-MILE 

 U.S. Scheduled Passenger Airlines Operating Jet Aircraft, 1978

y = -0.3757Ln(x) + 3.322
R2 = 0.9105
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Source:  Calculated from data in Appendix A. 
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Figure 3 
 AVERAGE SYSTEM TOTAL OPERATING EXPENSES PER REVENUE TON-MILE 

 U.S. Scheduled Passenger Airlines Operating Jet Aircraft, 1985 
 Constant 1978 Dollars (Total GDP Price Deflator)
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Source:  Calculated from data in Appendix A. 
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Figure 4 
 AVERAGE SYSTEM TOTAL OPERATING EXPENSES PER REVENUE TON-MILE 

 U.S. Scheduled Passenger Airlines Operating Jet Aircraft, 1989 
 Constant 1978 Dollars (Total GDP Price Deflator)

y = -0.322Ln(x) + 2.9385
R2 = 0.6996
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Source:  Calculated from data in Appendix A 
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Figure 5 
 AVERAGE SYSTEM TO TAL O PERATING EXPENSES PER REVENUE TO N-MILE

  U.S. Scheduled Passenger Airlines O perating Jet Aircraft, 1999 
 Constant 1978 Dollars (Total GDP Price Deflator)

y = -0.3739Ln(x) + 3.1664
R2 = 0.8726
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Source:  Calculated from data in Appendix A. 
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Figure 6                                      
 AVERAGE SYSTEM TOTAL OPERATING EXPENSES PER REVENUE TON-MILE 

 U.S. Scheduled Passengers Airlines Operating Jet Aircraft, 2005
 Constant 1978 Dollars (Total GDP Price Deflator) 
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Source:  Calculated from data in Appendix A. 
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 Clearly, “Low Cost Carrier” is not an inclusive name for the new-independent carriers because many of these 
airlines were not low cost.  While low-cost carriers had a better chance of survival, many of the new-independent 
carriers were high cost, several intentionally so.   
 
  It is relevant to note that Southwest consistently had the greatest negative deviation from the trend line for all 
five years studied, ranging from 62 cents in 1978 to 25 cents in 2005.  During these years its average passenger trip 
length increased from 298 miles in 1978 to 682 miles in 2005.  Compared to the trend line for these increasing 
mileages, it was 52.0 percent below the trend line in 1978, 36.5 percent lower in 1985, 40.9 percent in 1989, 40.3 
percent in 1999, and 36.4 percent in 2005.  This implies that the trend lines for these various years were decreasing 
faster than Southwest’s values during several of these years.  Even so, under deregulation, Southwest consistently had 
a cost advantage of 36 to 41 percent relative to the distance-adjusted norm set by the original carriers.  Perhaps this 
explains why, among all the 133 new airlines, it was the only one to operate continuously from 1979 to 2005.     
 
 
Convergence or Divergence? 
 
 The methodology used in this paper provides some limited evidence that the operating expenses per RTM of 
the original and new-independent airlines have converged somewhat over the years since from 1978.  Table 1 lists the 
simple averages of the deviations of each original carrier from their trend lines calculated for the five years examined 
in this paper.  Because the trend lines were derived from these data, the mean of these residuals were consistently very 
small – virtually zero.   Table 1 also shows the same was not true for the simple averages of the deviations of the new-
independent carriers from the original carriers’ trend lines.  To the contrary, during the five years the simple means of 
the deviations for these new carriers were large and variable – some negative and some positive  
 

Table 1 
 

Simple Means of Individual Carrier Deviations from the Original Carriers’ Trend Line 
Original Carriers vs. New-Independent Carriers, 1978, 1985, 1989, 1999 & 2005 

(Operating Expenses per RTM -- Cents per RTM) 
 

Year  Original Carriers New-Independent 
1978 0.03 (34.55) 
1985 (0.02) (23.38) 
1989 0.02  29.81 
1999 0.00   3.91 
2005 (0.01)   (1.54) 

 
Source:  Calculated from data underlying Figures 2-6.  
 
 

Figure 2 shows that all four intrastate carriers in 1978 contributed to the 34.55 cent negative deviation from 
the trend line, with Southwest being 61.5 cents (52 percent) below.  The average negative deviation for the 28 new-
independent carriers in 1985 decreased by about a third, to 23.38 cents, with 16 carriers below and 12 above the trend 
line (Figure 3).  However, in 1989 the deviation switched to a positive 29.81 cents with ten of the 16 new-
independent carriers having unit expenses above the trend line in Figure 4.  In this regard, It should be noted that 
since this is a simple average, high-cost carriers are weighted the same as low-cost carriers in calculating the means 
regardless of  traffic volumes.  Also, while the low-cost carriers have the constraint that their operating expenses can’t 
fall below a level well above zero (something under 40 cents per RTM), there is no real constraint on how far above 
the trend line operating expenses of high-cost carriers can go -- $2.82 above in 1989 for Best Airlines.  Both of these 
factors are reflected in the average for 1989.  
 
  The average deviations for the new-independent carriers were much smaller in 1999 and 2005.  In 1999, 
eleven of 20 new-independent carriers fell below the trend line and nine above for a positive average of only 
3.91cents (see Figure 5).  In 2005 there were still eleven new carriers below the trend line, with just four above, three 
of which (ATA, Independence and Pan Am-3) were undergoing major adjustments while the fourth, Casino Express, 
was a small “niche” carrier.11  Pan Am-3 had an especially large positive deviation from the trend line at 62.7 cents 
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per RTM (see Figure 6).   The net result for all the carriers was a negative1.54 cent average.  While this small 
negative deviation is consistent with a hypothesis of convergence between the original and new-independent carriers, 
it seems more likely to be the result of the relative impact of a few out riders among the carriers having positive 
deviations.     
 
 Another way to identify possible convergence in total operating expenses per RTM is to compare the original 
carriers having below-trend unit operating expenses with the new-independent carriers also having unit expenses 
below the original carriers’ trend line.  This is done in Table2.                
 

Table 2 
 

Simple Means of Individual Carrier Deviations from the Original Carriers’ Trend Line 
Original Carriers vs. New-Independent Carriers, All With Operating Expenses below the Trend Line 

 1978, 1985, 1989, 1999 & 2005 
 (Operating Expenses per RTM -- Cents per RTM) 

 
Year Original Carriers New-Independent Difference 
1978 (7.97) (34.55) (26.58) 
1985 (10.13) (15.74) (5.60) 
1989            (9.87) (15.12) (5.25) 
1999 (9.10) (11.98) (2.88) 
2005 (5.83) (13.60) (7.77) 

 
Source:  Calculated from data underlying Figures 2-6. 
 
 
 While additional research is needed to fill the gaps between in the selected years, particularly for the period 
after 1999, some conclusions can be drawn from Table 2.  The 2.16-cent improvement in the original carriers 
negative deviations (from an average of 7.97 cents in 1978 to 10.13 cents per RTM in 1985) was slowly being lost in 
subsequent years and was more than eliminated when it fell to only 5.83 cents in 2005.12  Over the same period, the 
many new-independent carriers experienced a large adverse decline (from 34.55 to 15.74 cents per RTM) in their 
average negative deviations relative to the original carriers’ trend line.  This was followed by additional declines in 
their negative deviations in 1989 and 1999.  Thus, the differences among the low-cost carriers in each of the two 
groups of carriers decreased from 26.58 cents in 1978 to just 2.88 cents in 1999 with the new-independent carriers 
moving more in absolute terms than the original carriers.  But six years later, in 2005, the new-independent carriers 
had improved (lowered) their operating expenses per RTM relative to all the original carriers in general, and the 
lower-cost of the original operators in particular, so that some of the convergence that occurred in the first two 
decades of deregulation was lost by 2005 – perhaps due to the different responses of the two groups to the impact of 
9/11.         
 
 Overall, unless 2005 is more than an aberration, it appears that the declines in the original carriers’ trend 
lines for distances up to about 1,500, and the entrance of many new-independent carriers, have resulted in some 
convergence in the operating expenses of these two groups of carriers.  This is supported by the fact that Southwest’s 
percentage deviations below the trend line decreased from 52.0 percent in 1978 to 36.4 percent in 2005.  Regardless 
of this convergence, during 2005 all but four of the new-independent carriers had lower operating expenses per RTM 
than the original carriers’ trend line, and some (Southwest, AirTran, Allegiant and JetBlue) were much lower.  At the 
same time, even the good performance of those airlines was not as good as was achieved by three of the four intrastate 
carriers back in 1978.13  
 
 
Conclusions 
 
 The evidence presented in this paper is largely consistent with the predictions made while airline 
deregulation  was being considered in the early 1970s.   Deregulation has been associated with decreased operating 
expenses per RTM (in constant 1978 dollars) among the original carriers that survived the increased competition that 
occurred under deregulation.  Whether these decreases were due solely to deregulation, or to many factors including 
deregulation, can’t be determined by the methodology used in this paper.  However, there is no question that, as 
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expected, load factors did rise well above those ever attained under CAB regulation, and those higher load factors can 
be attributed in large part to the increased competition and lower fares flowing from deregulation. 
 
 There is also no question that a number of the new airlines entering the industry were high-cost carriers.  
Figures 2-6 show these high-cost carriers included new-independent carriers that had high unit expenses by design 
(high service quality) as well as unintentionally.  They also included a significant number of new-jet & turboprop 
commuter operators in 1985 and the new-affiliated carriers in 1989-2005.   Thus, the term “low-cost carrier” applies 
only to a subset of all the new airlines inaugurating scheduled interstate passenger service with jet aircraft since 1978. 
 
 There is evidence that the unit operating expenses of the original and the new-independent carriers 
converged between 1985 and 1999, but the data for 2005 indicate some subsequent retreat from in this development.   
It has yet to be clearly demonstrated whether that was due to the change in the original carriers’ trend line in 2005 or 
to more of the surviving new-independent carriers lowering their operating expenses in recent years.   
 
 There is little question that deregulation had a major impact on the airline industry.  After over 27 years of 
operating in the new economic environment, a new equilibrium is being approached with only a few of the original 
airlines surviving, but with the emergence of a number of new carriers -- both large and small and both high-cost and 
low-cost.  Thus, while there has been some convergence in operating expenses per RTM between the original and 
new-independent airlines, there is still much more diversity among the various carriers than was allowed under CAB 
regulation. 
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APPENDIX A
             PASSENGER TRIP LENGTH and TOTAL OPERATING EXPENSES PER RTM 
U.S. Scheduled Passenger Airlines Operating Jet Aircraft, 1978, 1985, 1989, 1999 & 2005

 Passenger Trip Length (Statute Miles)  Total Operating Expenses per RTM (Constant 1978 Dollars) 
        Airline            1978    1985    1989    1999    2005      1978          1985            1989           1999           2005    

A. Original Carriers

American 1,043 1,070 1,015 1,352 1,411 0.711 0.735 0.653 0.538 0.534
Braniff 851 0.776
Continental 927 1,016 1,108 1,318 1,597 0.625 0.540 0.608 0.524 0.587
Delta 652 755 870 993 1,205 0.755 0.874 0.693 0.522 0.603
Easterm 666 792 798 0.805 0.789 1.109
National 1,130 0.688
Northwest 1,088 1,564 1,196 1,356 1,343 0.660 0.496 0.557 0.436 0.547
Pan American 2,483 2,073 1,707 0.594 0.635 0.594
Trans World 1,400 1,535 1,393 1,008 0.710 0.679 0.617 0.596
United 994 1,091 1,267 1,449 1,711 0.648 0.718 0.646 0.497 0.532
Western 939 876 0.632 0.674
Frontier 430 649 1.058 0.827
Air West 424 1.058
N. Central/Republic 279 615 1.261 0.865
Ozark 346 550 1.185 0.987
Piedmont 318 453 515 1.276 0.962 0.901
Southern 340 1.172
Texas International 410 0.926
US Airways 327 512 567 743 959 1.154 0.979 0.967 0.861 0.708
Alaska 835 739 809 865 1,010 0.835 1.009 0.905 0.568 0.561
Aloha 131 137 133 141 545 1.523 1.592 1.374 1.335 0.770
Hawaiian 130 389 630 847 1,160 1.514 0.719 0.593 0.450 0.424
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 Passenger Trip Length (Statute Miles)  Total Operating Expenses per RTM (Constant 1978 Dollars) 

        Airline            1978    1985    1989    1999    2005      1978          1985            1989           1999           2005    

B. New-Independent Carriers

AirCal 344 436 0.757 1.059
Air Florica 276 1.120
PSA 321 397 0.847 0.977
Southwest 298 405 460 561 682 0.566 0.656 0.570 0.485 0.442
Transamerica 2,998 0.329
World 2,887 0.353
AccessAir 1,230 1.343
Air America/Total 1,888 2,237 0.293 0.473
Air Atlanta 677 1.809
AirTran 538 680 0.594 0.515
Allegiant 1,067 0.418
All Star 498 1.482
Amerca West 446 591 947 1,096 0.638 0.654 0.507 0.572
Arrow Air 1,537 0.475
ATA 1,764 1,479 1,561 0.381 0.423 0.681
Best 286 3.974
Braniff-2 1,116 813 0.532 0.717
Carnival 550 0.865
Casino Express 838 943 0.567 0.955
Challenge Air Trans. 796 0.643
Eastwind 518 1.061
Emerald 451 1.236
Florida Express 513 470 0.777 1.160
Frontier Horizon 1,010 1.429
Frontier-2 516 991 0.595 0.533
Independence/ACA 555 0.893
Jet America 1,330 0.604
JetBlue 1,375 0.330
Jet Charter 2,162 1.906
Kiwi 1,163 0.591
Markair 427 1.135
MGM Grand 2,363 1.952
Midway 580 742 1.164 0.782
Midway-2 513 0.903
Midway Express 950 0.723
Midwest Express 704 646 891 980 1.880 1.007 0.757 0.595
National-2 1,107 0.712
New York Air 405 1.151
North American 3,252 0.294
Pacific Interstate 805 0.620
Pan Am-3 (B& M) 818 1.284
People Express 739 0.526
Presidential 480 419 1.691 1.545
Pro Air 539 0.868
Reeve 939 669 1.177 1.080
Reno Air 543 0.640
Samoa 2,834 0.677
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Spirit 900 1,002 0.474 0.484
Sun Country 1,282 1,327 0.385 0.387
Sunworld 546 1,121 0.838 0.503
Tower Air 4,281 4,146 2,400 0.390 0.407 0.456
TranStar/Muse 567 0.695
Trump Shuttle 213 3.446
USA 3000 1,227 0.431
Vanguard 558 0.700

 Passenger Trip Length (Statute Miles)  Total Operating Expenses per RTM (Constant 1978 Dollars) 
        Airline            1978    1985    1989    1999    2005      1978          1985            1989           1999           2005    

C.  New-Affiliated/Turboprop Carriers

*Airpac 470 2.666
*Air Wisconsin 177 198 339 398 2.537 2.354 1.070 0.930
*Aspen 205 238 1.870 1.973
*Amer. Eagle 236 428 1.690 0.854
*Atlantic Coast 353 1.348
*Atlantic S.E. 281 496 1.259 0.737
*Britt 152 2.461
*Cascade (9 mos.) 258 2.461
*Comair 419 469 1.136 0.861
*Cont. Express/Express Jet 325 559 1.268 0.639
  Cont. Micronesia 1,771 1,976 0.513 0.459
*Empire 223 2.068
*Horizon Air 212 200 277 382 1.939 2.233 1.289 0.903
*Markair 380 1.181
*Mesa 383 483 1.807 0.633
*Mesaba 267 344 1.114 0.988
*Mid Pacific 132 1.504
*Pilgrim (9 mos.) 190 2.501
*Pinnacle/Express 1 509 0.803
*PSA-2 383 0.706
*Reeve 904 1.301
*SkyWest 202 461 1.496 0.746
*South Pacific 710 0.758
*Trans States 227 410 1.986 0.903
  USAir Shuttle 199 2.613
*Westair 214 2.120

Note:  *Operated turboprop/piston as well as jet aircraft.

Sources:  Calculated from data  published in:
                      U.S. Department of Transportation/Civil Aeronautics Board,

Air Carrier Financial Statistics (December 1978, 1985, 1989 and 2005,Quarterly).
Air Carrier Traffic Statistics (December 1978, 1985,, 1989 and  2005, Monthly).
Air Carrier Industry Scheduled Service Traffic Statistics (Fourth Quarter, 1978, 1985, 1989, 1999 & 2005).
Various original Forms 41 filings (1978-2005).

                      Air California, Air Florida, PSA and Southwest Airlines, Annual Reports (1978).
  


