Horton Press Briefing

Leader Talking Points

April 10, 2006


Background:  Last week AMR’s new Executive Vice President – Finance and Planning, and Chief Financial Officer, Tom Horton conducted an open question and answer forum with key members of the press. Horton took the opportunity to address the issues at the forefront of the company and the industry.   Horton’s comments on reducing labor costs have gotten a lot of attention with the media and with employees.  

Key Point:  American needs to increase revenue and decrease costs, including reducing labor costs.  There are multiple ways to accomplish this.  American is willing to work collaboratively with our unions and employee groups to close gaps and build a competitive cost structure.  

Here are the highlights from the press briefing.  

American and its employees have been meeting our challenges by choosing a different path than bankruptcy.  

Although making the company profitable is the responsibility of every employee, Horton's role is to guide the overall effort. Horton told reporters that he commended employees for already accomplishing much of the legwork to move the company in the right direction. "The improvements (since he left American in 2002) have been enormous in terms of productivity," he said.  Employees have created "a huge success story, which is a real testament to CEO Gerard Arpey and all the people of the company.”

"I have a very strong belief in what employees are doing," he added, referring to progress achieved since 2003. "I believe the company can be successful by staying on its current course, but that’s going to require enormous partnership between the leadership of the company and the labor unions." 

Industry conditions are putting pressure on American.  

Horton referred to successes in removing $5.5 billion in costs since 2003 and lowering unit costs by 25 percent.  But since then, other carriers have managed – largely through bankruptcy procedures – to achieve yet a lower cost structure. "We need to get our cost structure among the best," he said.

“I sort of subscribe to the view that bankruptcy as the solution is kind of un-American,” he said, reminding reporters that this is a people business.

"If you put a company like ours through bankruptcy, then you haven't created an environment where people are motivated to do the job" and are working everyday at the highest levels of productivity, he said. 

American must reduce costs and increase revenues to achieve profitability.

"This means finding ways to involve every employee in making the company successful," he added, listing among these efforts:

· Continuing to build momentum on creating a revenue premium, 

· Engaging all employees to run a productive and profitable business

· Creating a competitive cost structure through:

· Reducing non-labor costs wherever possible

· Reducing labor costs through productivity improvements

Fortunately, Horton said, these are areas that employees have been focusing on since the Turnaround Plan was introduced three years ago – through collaborative thinking and cooperative action.

"The strategy of partnering with labor," he said, "is really the only strategy there is.”

