




November 19, 2004

TO: 
All AA Local Presidents, Officers and Members

RE:
Shared Sacrifice

Over the past fourteen months, the ATD has been attempting to assess management participation in the 2003 restructuring agreement at American Airlines.  This process has not gone smoothly and I am dissatisfied with the results.  Everyday on the job, our members see disparities in the way shared sacrifice was implemented.   Our members took deeper wage and work rule modifications.  In many work areas, the ratio of supervisors to union members seems to have increased since 2003. As you know, we have continued to raise the issue of “Shared Sacrifice” with senior management including the prior annual stockholder meetings.  

In June 2003, the TWU hired ECLAT Consulting to analyze whether management accepted its fair share of sacrifices as part of the 2003 restructuring agreement.  We experienced multiple delays getting management to provide detailed data for the study.  On August 30, 2004, ECLAT presented the TWU with preliminary findings that indicated a disparity in management’s level of sacrifice ranging from $35 to $76 million annually.  These findings were presented to the company and management was provided an opportunity to comment on the report and present any additional data challenging its accuracy. 

The company responded immediately disputing ECLAT’s initial findings and insisted that they would provide additional data that would prove that management accepted the appropriate level of sacrifices.  

On October 17, 2004, after receiving additional data from the company, ECLAT presented the TWU with a revised report that concluded the following:
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“Upon further input from the company, several of the disparities discussed in the original draft were either acceptably explained or rationalized by additional data.  The overall conclusion of this updated study confirms that management participated to an appropriate degree in the restructuring.”

The company convinced ECLAT that its initial analysis was inaccurate by providing new data that shows management set an appropriate goal of $100 million in concessions, based on a market analysis used to determine the cuts for each group.  In a nutshell, this argument concluded management wages at AA were lower relative to other carriers  -- therefore AA management should take less of a hit. 

ECLAT states that there is evidence that management headcount reductions have not occurred at the same levels as TWU members.  Moreover, in a number of locations, while management headcount was initially reduced, management positions have been re-filled and headcount has increased.  The TWU is insistent that the company continues to address these management headcount issues. AA must continue to implement a plan to commensurately reduce its management ranks to ensure efficient operations and reduce costs.
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Fraternally,

James C. Little

Director Air Transport Division

International Executive Vice President

Attached: Shared Sacrifice Summary
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C:
M. O’Brien

ATD Staff Assigned
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