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STRENGTHENING AIRLINE OPERATIONS
AND CONSUMER PROTECTIONS

THURSDAY, FEBRUARY 9, 2023

U.S. SENATE,
COMMITTEE ON COMMERCE, SCIENCE, AND TRANSPORTATION,
Washington, DC.

The Committee met, pursuant to notice, at 10:06 a.m., in room
SR-253, Russell Senate Office Building, Hon. Maria Cantwell,
Chairwoman of the Committee, presiding.

Present: Senators Cantwell [presiding], Klobuchar, Schatz, Mar-
key, Peters, Baldwin, Duckworth, Tester, Sinema, Rosen, Lujan,
Hickenlooper, Welch, Cruz, Thune, Fischer, Moran, Sullivan,
Blackburn, Young, Budd, Schmitt, Vance, and Capito.

OPENING STATEMENT OF HON. MARIA CANTWELL,
U.S. SENATOR FROM WASHINGTON

The CHAIR. We will now turn to the hearing before us. And I
would like to call up the witnesses to the table, if I could. We are
going to welcome Paul Hudson, President of Flyers’ Rights; Captain
Casey Murray, President of Southwest Airlines Pilots Association;
Andrew Watterson, Chief Operating Officer for Southwest Airlines;
Sharon Pinkerton, Senior Vice President, Legislative Regulatory
Policy for Airlines for America; and Dr. Clifford Winston, Senior
Fe&low, the Brookings Institute, who will be joining us remotely
today.

So, we are looking forward to hearing your testimony and the
ability to interact with you on questions. So, if the witnesses could
come to the table, please. OK, thank you all for being here. When
winter storm Elliott hit, U.S. travelers experienced an airline deba-
cle of enormous proportions.

While bad weather can happen and is expected, and many air-
lines recovered quickly, Southwest stood out on its scope of the
problems it faced. Over 2 million Southwest passengers suffered
consequences, separated from family and friends, not to mention
their luggage, and hundreds of thousands of people stranded at air-
ports across the country.

We know that many of them had no clear instructions about
what to do next. For example, I heard from many of my constitu-
ents in the State of Washington about these issues. I heard from
a coach of Rainier High School basketball team in Seattle. He and
his wife went through a tremendous ordeal.

It is very important that we understand that consumers do like
Southwest Airlines’ point to point service. They like that the airline
does have many benefits and they like the friendly flight that they
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get from their pilots and many of their workers. But Coach Bethea
and his wife and traveling party of more than two dozen players
and parents, traveled to Las Vegas on Southwest for a holiday bas-
ketball tournament.

They were scheduled to fly back to Seattle on December 23rd,
but Southwest canceled the flight. When Coach Bethea and his
wife contacted Southwest, they were basically told, you are on your
own, and they were on their own, all of them, all of those kids and
parents stuck in Las Vegas trying to figure out what to do next.
They needed hotel rooms. They needed meals. They wanted to try
to figure out, if they could, to salvage their Christmas holiday.

They ended up stranded in Las Vegas for 5 days, spending more
than $10,000 on hotels and food, and with no idea how they might
get back home. Mercifully, a friend offered to front the cost of a
charter bus, and finally, 18 hours later, through the snow, they
made it back to Seattle.

Here’s what really struck me, though, when I talked to the coach
and his wife and many other people I have talked to, they wanted
to know after their flight was canceled, what were the alternatives?
What could they do to get back home? Particularly because it was
the holiday season.

And even though they were missing time with family and friends
at Christmas, they also wanted to know about those out-of-pocket
expenses, thousands of dollars that they wanted to make sure that
they received some information about on how they might get reim-
bursed. When I spoke to Coach Bethea and his wife recently, they
wanted to ask one question.

Mr. Watterson, they wanted me to ask you, and I know you are
a busy guy, but what they really wanted was for you to call them.
Like many of our consumers, they felt like they were getting the
short end of the stick. They didn’t know how to communicate to
anyone to answer their questions on how long they were stuck.

I know that many of these issues Mr. Hudson is going to talk
about, and we will have some ideas, I know we are going to hear
about how we can move consumers around more effectively, but
doing better also means that making sure that we are not going to
give consumers the short end of the stick.

We need to make sure we are investing in technology and the
surge capacity that I am sure we are going to hear about. And I
am sure we are going to hear about what could have been done be-
fore this that would have helped. We are always going to have
these weather events, and some of us believe they are going to be-
come more severe.

But what we want is to have a system that is ready to address
that and to talk about the alternatives. Captain Murray, President
of the Southwest Airline Pilots Association, will tell us for years
there was warnings of the need to modernize the outdated—the IT
system that was dated. I hope Mr. Watterson can explain why
those warnings went unheard.

For mandatory oversight—oh, I am sorry, mandatory overtime
shifts, there was a stretch into all these conditions, and I do want
to thank all the workers that worked those many hours to try to
help this recover. I know many of my constituents said how grate-
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ful they were for the individual workers who showed compassion
and tried to help them.

But I do believe this sector needs a more effective policeman on
the beat. They need someone over at the Department of Transpor-
tation who is going to get the job done when we need to make sure
that consumers are consulted, that their reimbursement fees aren’t
continuing to be held up, or as the President said the other night,
making sure that children get the access to the seat next to their
parents.

I know that these things seem like very basic consumer issues,
but somehow, they have been taken for granted, and I think that
this incident shows us that we have to get serious about this. Our
Committee has the opportunity to implement change, resiliency in
an air transportation system that every member of this committee
values.

We value it and we want to grow it, but we can’t do it on the
backs of consumers. So, Mr. Watterson, if you will call my con-
stituent, I will feel better that you will be hearing the real voices
of consumers directly.

Thank you. Senator Cruz.

STATEMENT OF HON. TED CRUZ,
U.S. SENATOR FROM TEXAS

Senator CRUZ. Thank you, Madam Chair. And welcome to each
of the witnesses at this hearing. A few moments ago, I referenced
the bipartisan and pro-jobs legislation that this committee will be
moving forward over the next 2 years.

Right at the top of that list is going to be reauthorizing the Fed-
eral Aviation Administration. And it is a real opportunity for this
committee to focus on aviation safety, and also innovation, and en-
suring that we have a competitive aviation sector that gives con-
sumers what they want, which is low prices and the ability to get
where they want to go for work or for play, inexpensively and con-
veniently.

Safety, quite rightly, is the top priority of the FAA, and we
should not be compromising on safety with too many recent near
misses. We have to consider how to keep our air space safe and ef-
ficient. Just this past weekend in Austin, Texas, there was a near
disaster that was averted thanks to the quick reaction of the pilots.

But it could have been a horrific day had those two planes col-
lided on that runway in Austin. And it is my hope that we use the
reauthorization opportunity to push the FAA safety and technology
into the 21st century, to protect competition, and to resist the
temptation to get into the business of regulating prices, which will
only make air traffic—air travel unaffordable. We all know why we
are here today, which is in the middle of the holiday travel rush,
tens of thousands of families, including many Texans, missed
Christmases at home, missed weddings, medical procedures, and
more.

Due initially to an unavoidable weather event, but prolonged for
days because of the very serious failures at Southwest Airlines.
Now I am a big fan of Southwest Airlines. I spend a lot of time fly-
ing Southwest. In fact, I jokingly refer to Southwest as the com-
pany plane. It feels like I am on a Southwest plane once or twice



4

orbmore a week. And I think Southwest most days does a fantastic
job.

I think Southwest employees consistently greet you with a smile,
with a laugh. Southwest flight attendants will sing over the inter-
com. Southwest has done an amazing job inculcating customer
service throughout a very large institutions. All of those are com-
mendable. But, when all was said and done, over the Christmas
holiday, Southwest had canceled more than 16,000 flights. We will
hear more of an explanation today on what happened.

And many people, understandably, were deeply frustrated at not
being able to get where they wanted to go, not being able to be
with their family. And I have had multiple conversations with sen-
ior leadership at Southwest. I am confident they understand it was
an epic screw up, and that they are committed to doing everything
possible to prevent its recurrence.

The airline has already paid out hundreds of millions of dollars
in refunds, free future flights, and reimbursements for stranded
travelers’ out-of-pocket expenses, and the airline is working hard to
win back travelers’ trust. What I hope to hear today are the spe-
cific concrete steps taken by Southwest Management to ensure that
a similar operations meltdown never happens again.

Now, as frustrating as those several days were, the question of
whether Southwest has sufficiently made things right will ulti-
mately be answered by the flying public. It will be answered by
customers choosing whether or not to book a flight on Southwest.

Because Southwest was issuing refunds and returning baggage,
while they were doing so, some Democrats on this committee were
proposing the Government step in with overly complex, anti-com-
petitive, and frankly, unnecessary regulations that would collec-
tively have the result of making flying unaffordable for many
Americans.

One of the great changes in our lifetime to commercial aviation
is the prices of flights have gone way down so that more and more
Americans can afford to travel to see a loved one, to travel to go
on vacation with the kids. That is valuable.

And instead of rushing to regulate prices and how many drink
coupons you get, the Biden Department of Transportation should
instead let the flying public vote with their feet. We need to be—
as a customer, if I am not confident of an airline’s ability to get
me from point A to point B on time, I will choose a different airline.
Southwest knows this, and it is how they have earned so many cus-
tomers over and over again.

And the Biden Department of Transportation doesn’t seem to
have quite the same faith in consumers. Last month, the Depart-
ment of Transportation announced that it is investigating whether
Southwest engaged in “unrealistic scheduling for the holiday sea-
son.” This provision of law permits the Department of Transpor-
tation to decide if a singular route is chronically delayed, which
means it is delayed by more than 30 minutes more than 50 percent
of the time.

Never one to let longstanding and well-reasoned precedent stand
in the way, Department of Transportation now plans to investigate
the sensibility of the entire schedule, armchair quarterbacking the
scheduling and operations of an entire industry. That’s just foolish.
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Regulatory overreach as egregious as that would undermine dec-
ades of progress in air travel, harming the very consumers that the
DOT claims it is trying to protect. To avoid arbitrary fines, airlines
would reduce service to pad their schedules. A world in which the
Department of Transportation can deem an entire airline’s sched-
ule “unrealistic,” is a world with fewer flights to smaller airports,
in Texas, in Montana, in Nevada, in Arizona, and less flexibility
and competition for airlines, and ultimately, higher prices.

Notably absent from today’s meeting is Secretary Buttigieg. Just
a few weeks ago, the FAA had its own epic screw up with the melt-
down of the NOTAM system. Under Secretary Buttigieg’s watch,
the FAA issued the first nationwide ground stop since 9/11, leading
to thousands of canceled flights.

Now, the Department of Transportation didn’t give any mia
culpa to impacted travelers. The Biden DOT didn’t issue refunds.
It didn’t issue reimbursements. It just screwed up their flights, and
{:)h(}eln proceeded to say, we want to be in charge of how the airlines

ehave.

Even though the FAA has been modernizing their NOTAM sys-
tem since 2012, and Congress has fully funded the NOTAM budget,
the FAA predicts they won’t finish the modernization until 2030.
We need to be defending consumers. Thank you, Madam Chair.

The CHAIR. Thank you, Senator Cruz. We will now turn to our
witness, starting with Mr. Hudson. Thank you. Welcome.

STATEMENT OF PAUL HUDSON, PRESIDENT, FLYERSRIGHTS

[Technical problems.]

The CHAIR. Yes, if you can push your microphone button, please.
Thank you.

Mr. HUDSON. Can you hear me now?

The CHAIR. Yes. Thank you.

Mr. HUDSON. Good morning and thank you, Chair Cantwell,
Ranking Member Cruz, and Committee members, for including the
passenger perspective in this important hearing on airline oper-
ations and consumer protections. My name is Paul Hudson. I am
here today as President of FlyersRights, the largest airline pas-
senger advocacy organization.

The Southwest Airlines Christmas meltdown, as you know, re-
sulted in 16,700 canceled flights. It impacted directly over 2 million
passengers and many more indirectly. It was unprecedented, but
not unexpected.

Southwest, as well as other airlines, have had past meltdowns
due to obsolete technology, lack of reserves of personnel and equip-
ment, lack of stress testing, and unrealistic and deceptive sched-
uling.

The Southwest debacle caused many tens of thousands to be
stranded overnight or even for days. They missed important events
such as weddings, funerals, holiday gatherings, and vacations,
work obligations, and even needed medical care, not to mention the
mountains of luggage delayed or lost.

Southwest shut down its customer service and could not even
communicate with its own employees. The loss to passengers and
the economy, which depends on air travel, is well into the billions.
Some examples.
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Dianne Martinez needed her epilepsy medicine and had to drive
10 hours from Charleston to Nashville because Southwest had no
available flights for days and did not accommodate her on another
airline. She had to pay $600 for rental car and hotel stays because
of Southwest.

There are many more examples. Kate D. missed her own wed-
ding despite booking a flight scheduled to land more than 2 days
before her wedding. She estimated that she and her wedding party
lost more than $70,000 in hotel rooms alone.

Many passengers endured what Christopher Rosales has en-
dured, multiple canceled flights, a night at the airport, and spend-
ing Christmas Eve in a hotel. Passengers were unable to talk to
any airport representative in person, on the phone or online. All
this occurred while other airlines had empty seats.

Because U.S. airlines are not required to pay delay compensation
for domestic flights, unlike for international air travel, Southwest
avoided over half a billion dollars in delay expenses. Under the cur-
rent system, airlines are actually incentivized to provide bad serv-
ice. Good service costs money, and bad service saves money. And
that money can be used for dividends, stock buybacks, and execu-
tive compensation.

Southwest proudly chose to be the first airline to restore divi-
dends, paying $428 million in dividends to shareholders in Decem-
ber. Bad press, investigations, low to no fines has not caused it to
update its operations. Southwest canceled or delayed half its flights
over a few days in June of 21. 1,800 flights in 1 weekend in Octo-
ber of 21. Most airline operational problems are predictable and
preventable.

In June, Flyers’ Rights sent an urgent letter to Secretary
Buttigieg with 17 policy proposals, but to our knowledge, nearly
none has been acted on. I would like to emphasize three measures
this committee could initiate. First, is EU style delay compensa-
tion. The second necessary measure is the pre-deregulation reci-
procity rule.

This rule match empty seats on other airlines with passengers
whose flights were canceled or significantly delayed at no extra
charge. This mitigates delays and consumer harm, is self-executing,
and rewards airlines with reliable service while penalizing those
without. Flyers’ Rights previously filed a formal rulemaking peti-
tion with the DOT, but this was denied as unnecessary by Sec-
retary Chao.

The mantra at the time was airline competition will solve all
problems. Finally, I would urge this committee to take decisive ac-
tion to revisit the Airline Deregulation Act of 1978. The current
airline, and I know also current airline antitrust practices, unin-
tended consequences lie behind most current air travel dysfunction.

This can be done by establishment of a bipartisan commission or
select committee to study the current state of air travel and pro-
pose needed reforms in the next 6 to 12 months. I last recall testi-
fying before this committee shortly after 9/11. This committee then
forged a bipartisan consensus in a matter of weeks. It persuaded
a reluctant House Majority and President to enact structural re-
form in aviation security.
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There has not been a successful aviation bombing or hijacking
since. You have the power, and you should have the motivation, to
take decisive action to overcome the present crisis in air travel op-
erations and consumer protection.

Thank you again for the opportunity, and look forward to your
questions, and to hear the ideas of members and other witnesses.

[The prepared statement of Mr. Hudson follows:]

PREPARED STATEMENT OF PAUL HUDSON, PRESIDENT, FLYERSRIGHTS

Introduction

Thank you for including the passenger perspective in this very important and
long-overdue discussion. My name is Paul Hudson, and I am the President of
FlyersRights.org, the Nation’s largest airline passenger advocacy organization, with
over 60,000 members/supporters.

The Southwest Meltdown’s Effects

The December Southwest Airlines Meltdown is the most recent meltdown in a
long string of airline meltdowns over the past decade. This recent meltdown alone
resulted in over two million stranded passengers, families sleeping at airports,
mountains of delayed or lost passenger luggage, and passengers missing important
events such as weddings, funerals, holiday family gatherings, cruise ship vacations,
and business meetings.

Dianne Martinez, needing her epilepsy medicine, had to drive 10 hours from
Charleston to Nashville because Southwest had no available flights for days and did
not re-accommodate her on another airline.! She had to pay $600 for a rental car
and hotel stay because of Southwest.

Katie Demko missed her own wedding despite booking a flight scheduled to land
more than two days before her wedding day.2 She estimated that she and her wed-
ding party lost more than $70,000 from hotel rooms alone.

Many passengers endured what Christopher Rosales endured: multiple canceled
flights, a night at the airport, and spending Christmas Eve at a hotel.3 Passengers
were unable to talk to any airport representative in person, on the phone, or online.

Southwest’s Incentives

This all occurred while other airlines had empty seats on their flights. But under
the current system, U.S. airlines are not required to pay any delay compensation
for domestic flights and have no legal obligation to mitigate hours-or even days-long
delays by rebooking a passenger on the next available flight regardless of airline.
All that the airline has to do for any canceled flight is to give the passenger a re-
fund. But as we saw during the pandemic, airlines are not quick to return passenger
money. In November 2022, the DOT fined six airlines, including just one U.S. air-
line for withholding $600 million of passenger refunds for up to two years. Those
airlines were fined pennies for this willful misbehavior, and nine of the ten largest
U.S. airlines escaped without punishment.

The airlines are incentivized to deliver poor service. Southwest has been
incentivized to ignore calls over the past few years by its own employees to update
its grossly-outdated technology4 and instead became the first airline to deliver a
post-pandemic dividend amounting to $428 million on December 7, 2022.5

Whether it is missing important family events, missing work, having to pay for
an expensive walk-up ticket, or being stranded for days—it is passengers who end
up paying for Southwest’s mistakes.

In the European Union, airlines are required to compensate passengers between
250 and 600 euros for certain delays and cancellations that are within the airline’s
control. The airlines must also provide appropriate meal vouchers, hotel vouchers,
and transportation to and from the hotel. Had Southwest Airlines been subject to

1 https:/ | abcnews.go.com | Business [ stranded-southwest-customers-details-exhaustive-efforts-
home-amid [ story?id=95848764

2 hitps: | www.latimes.com [ california [ story [ 2023-01-11 | it-was-horrible-stranded-southwest-
passengers-still-waiting-to-recoup-costs-from-airline-meltdown

3 https: | |www.cbsnews.com | newyork [ news | southwest-airlines-under-scrutiny-after-leaving-
stunning-amount-of-passengers-stranded /

4 https: | |www.washingtonpost.com [ transportation /2022 ] 12 | 28 | southwest-airlines-flight-
cancellations/

5 hitps:/ | www.reuters.com | business | aerospace-defense | southwest-airlines-reinstates-quarterly-
dividend-2022-12-07
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EU passenger protection regulations, it would have had to pay between $532 million
and $851 million 6 in compensation for its 16,700 canceled flights.” This figure does
not include the amounts owed as refunds for canceled flights or delays of over 5
hours, as well as hotel and meal vouchers.

That is a large figure, but it puts into perspective how much damage flight can-
cellations and delays actually harm passengers. In comparison, just weeks before
the Southwest Christmas Meltdown, Southwest Airlines announced a $428 million
dividend for its shareholders.

Bad press, low fines, and little-to-no formal enforcement action will not incentivize
Southwest to update its systems. It hasn’t in the past. Southwest canceled or de-
layed half of its flights due to technological problems in June 20218 and canceled
1,800 flights in just one weekend in October 2021.9 And after the industry received
$58 billion in covid bailouts intended to keep staffing at a pre-pandemic level, the
airlines avoided the “no layoffs or furloughs” provisions by offering buyouts and
early retirements to pocket even more money. And then the airlines held on to over
a billion dollars in money owed to passengers as refunds. Meanwhile, the airlines
are not subject to minimum reserve requirements for equipment or staff or any form
of stress testing. Bad weather and other disruptions should result in only graceful
degradation of air service, not complete breakdowns that take a week to recover
from.

Airlines Enjoy Unique Legal Privileges

Let’s state the obvious: no other industry is allowed to be this bad to its customers
and still operate as business as usual. No other industry is allowed to expand stock
buybacks, dividends, and executive compensation, and then cry poor, with its out-
stretched hand asking for bailouts. We traded a system of government dictation of
prices, routes, and frequency for the free market. But this is not a free market with
reasonable regulation. This is passengers and the government ruled by the airlines.

What’s a clearer example than airlines having to consent to be fined by the DOT,
and then only paying half of that fine? Airlines taking bailouts with few strings at-
tached and then violating the spirit of the bailout? Airlines raising prices through
drip pricing, junk fees, gotcha fees, and fees that bear no relation to the cost of the
ancillary service provided? Fees to sit next to your 8-year-old child? Fees to sit in
a seat they can, kind of, safely fit into, as the airlines respond to growing passenger
size with ever-shrinking seats.

The airlines are exempt from state consumer protection enforcement. Meanwhile,
private litigation by passengers is limited in scope and in practice. The airlines can
remove any small claims lawsuit to Federal court, where the expenses and fees are
cost-prohibitive. Competition is only decreasing as the government approves, but
never denies, mergers, alliances, and joint ventures.

This means only the DOT can currently police the airline’s bad behavior. And
there’s a lot of it: system meltdowns, passenger strandings, unpaid refunds, denied
boardings, tarmac confinements, broken wheelchairs, drip pricing. The DOT’s au-
thority, outside of a few narrow statutory commands, is limited to its authority to
prevent unfair and deceptive practices. The problem is that the airlines have never
seen a DOT proposal they didn’t oppose and that they didn’t think exceeded the
DOT’s unfair and deceptive practices authority. This includes the bipartisan reforms
people may take for granted today: the tarmac delay rule and the 24-hour refund
rule. The DOT is forced to police the airlines through phone calls, through requests,
through consent decrees, where the only fines against airlines are fines that the air-
lines agree to. How does this make sense? The airlines held on to hundreds of mil-
lions of dollars of passenger money for almost two years. The DOT brought enforce-
ment against only one U.S. airline for illegally withholding refunds, Frontier. Fron-
tier was ordered to return $222M in passenger money wrongly held by the airlines
for up to two years. Frontier was also fined $2.2M in what amounts to a low interest
loan for the airline. This fine is unlikely to have much of a deterrent effect on future
bad behavior by the airlines.

6These figures estimate the number of passengers on the 16,700 canceled Southwest flights
by taking a weighted average of Southwest’s passenger capacity on its 737-700s, 737-800s, and
737 MAX 8’s at the most recent available load factor of 86.7 percent. This yields over 2.2 million
passengers, and the two figures are based on the 250 euro and 400 euro compensation amount
respectively.

Thitps: | |www.npr.org /2023 /01/26 /1151667801 / southwest-airlines-investigation-losses-holi-
day-travel-cancellations

8 hitps:/ | www.nytimes.com /2022 /12 /27 | business | southwest-airline-delays-cancellations.html

9 https:/ www.cnn.com [2022 /12 /27 | business | southwest-airlines-service-meltdown | index.html



Looking Back to Go Forward

The measures that Congress takes can no longer be band aids, or else we will be
back here, knowing that the airlines egregiously misbehaved or broke the law, but
still struggling to find a solution. To find the path forward, we must first look back
to how we got here.

The Airline Deregulation Act of 1978, with bipartisan support, brought an end to
the Civil Aeronautics Board’s determination of price, routes, and scheduling. The
commercial airline system was born as a subsidized industry. In its infancy, the gov-
ernment subsidized the airlines through the flying of mail. One of the biggest com-
plaints of CAB regulation was that the government blocked new entrants. Today,
it is the airlines doing the blocking, through mergers, alliances, joint ventures, and
anticompetitive practices such as predatory pricing, sitting on unused or underused
slots, and “capacity discipline,” where the airlines limited the number of flights in
order to boost prices.

Again, the government is unable to enforce the law and restore the free market
from the now privatized airline oligopoly. Deregulation was supposed to deliver
lower prices and better customer service. Instead, fares are increasing and service
is clearly worsening.

In the immediate aftermath of deregulation, airfares continued their decline, as
expected. Continued technological advancement should yield benefits for airlines
and passengers alike. But now, fares, when factoring in dozens of ancillary fees, are
increasing. And when you consider what passengers got in the 70s versus now,
prices aren’t that much lower 45 years later.

Alfred Kahn, former Chairman of the CAB and “Father of Airline Deregulation”,
explained how what we have now is not what was intended. Kahn stated, “These
problems drive home the lesson that the dismantling of comprehensive regulation
should not be understood as synonymous with total government laissez-faire. The
principal policy failures over the last fifteen years have been failures on the part
of government to vigorously and imaginatively fulfill responsibilities that we, in de-
regulating the industry, never intended to abdicate.” 10

Congress must revisit the Airline Deregulation Act of 1978 and antitrust law and
policies to fix the obvious dysfunctions that enable and cause the present problems.
I recall the time I testified before this committee shortly after September 11th. The
committee forged a bipartisan consensus, and in a matter of weeks, persuaded a re-
luctant President and House of Representatives to remove aviation security regula-
tion from the FAA, remove the operation of aviation security from the airlines and
airports, and transfer operation to a new agency, the Transportation Security Ad-
ministration. There has not been a successful airline hijacking or bombing since.

Today, I urge this committee to act in a similar, decisive fashion: create a bipar-
tisan commission to review the current state of air travel and enact much needed
reforms in the next 6 to 12 months. Such reforms may include structural changes
in government agencies.

Fundamental Reforms

Congress shouldn’t feel bad about pursuing fundamental reforms for aviation, re-
forms that feel ambitious only because of the airlines’ decades of unfair and anti-
competitive actions. The airlines just received $58 billion in bailouts in 2020, and
along with that, broken promises to keep its employees paid and its operations
ready for the eventual return to increased traffic. Instead we got the summer of can-
cellations in 2022, and the staff and equipment shortages persist.

Although this committee is currently investigating the misuse of bailout funds,
without fundamental reforms, Congress and the DOT will always be reacting to the
next air travel crisis. The solution can be meaningful regulation, the ones that come
with meaningful punishments and incentives and that do not require constant moni-
toring and investigations. The type of regulations that already exist in other parts
of the world.

This Crisis Was Foreseeable

In June 2022, Flyers Rights sent a letter to Secretary Buttigieg with 17 policy
proposals to help prevent air travel meltdowns, like the Southwest one we would
see just six months later.1! I want to highlight two of the most fundamental reforms
needed: delay compensation and the reciprocity rule.

10 hitps: | | www.econlib.org /library | Enc1/ AirlineDeregulation.hitml
11See Attachment 1.
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Delay Compensation

U.S. airlines are no strangers to paying flight delay compensation. However, this
compensation largely goes to foreign passengers, as passengers in U.S. domestic air
travel are not entitled to ANY flight delay compensation.

Passengers are entitled to European flight delay compensation when they fly on
a European airline or when they depart from Europe on any airline. The Montreal
Convention also guarantees passengers actual damages arising from flight delays
and cancellations in international travel.

Bringing this compensation home to the U.S. would provide the airlines with the
incentive to finally stop its practice of deceptive scheduling currently under inves-
tigation by the DOT. As we saw in the covid refund heist of 2020, where the airlines
held onto passenger money for years with little or no penalty, the airlines can
schedule flights it has no intention of or no ability to actually operate. The airline
takes the passenger’s money, and in a worst-case scenario, simply has to refund the
money a few months later if it cannot operate the flight. Meanwhile, the passenger
is forced to pay higher fares, known as the walk-up rate, to secure another flight.

Not only is this wildly unfair and deceptive, it leads to disruptions and the wide-
spread sentiment that the airlines are unreliable and untrustworthy. Andy Lalwani,
a passenger whose flight was canceled during the most recent Southwest meltdown
and had to pay more than double the original price for another ticket, stated “This
outdated tech and outdated operations they’ve been using has just been funneling
and trickling down to this moment. It makes you have a distrust in the future to
ever fly with Southwest.”12 I had a similar experience last year when I was strand-
ed overnight in Atlanta by a Southwest canceled flight and had to pay 3x the booked
fare to avoid a 40-hour delay. It appears that bad service is actually now good busi-
ness. Flight delay compensation, hotel vouchers, meal vouchers, and the reciprocity
rule are how we solve this problem.

Reciprocity Rule

The Reciprocity Rule was a de facto rule prior to deregulation that required an
airline to accommodate a passenger whose flight was canceled or significantly de-
layed on the next available flight, regardless of the operating airline, at no addi-
tional cost. The reciprocity rule matched stranded passengers with empty seats on
other airlines, thereby increasing the efficiency of operations and limiting the harm
inflicted on passengers.

The Southwest Christmas Meltdown demonstrates that we need to return to the
Reciprocity Rule. The rule would incentivize reliability and accurate scheduling. Air-
lines have deceptively scheduled flights that they have little to no intention or abil-
ity of operating. The airline collects passenger money up front and simply has to
refund that money a few months later or place the passenger on its next available
flight, even if that results in a delay of many hours or days.

The reciprocity rule, just like flight delay compensation, would reward airlines
that keep their promises and incentivize airlines to perform better and schedule
more accurately.

Conclusion

Thank you again for this opportunity to testify. I look forward to your questions
and the air travel reforms that this Committee can initiate and that Congress must
enact.

12 hitps:/ | abenews.go.com | Business | stranded-southwest-customers-details-exhaustive-efforts-
home-amid | story?id=95848764
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ATTACHMENT 1

F FLYERSRIGHTSC

June 24, 2022

Hon. Pete Buttigieg

Secretary of Transportation

Office of the Secretary, BY EMAIL and BY HAND
Attn. Director of Scheduling

1200 New Jersey Avenue SE

Washington, DC 20590

RE: Meeting Request for Airline Passenger Advocates on the Air Travel Delay Crisis

Dear Secretary Buttigieg,

As you are aware, air transportation delays and flight cancellation have reached record numbers,
affecting about 100 million and counting. Last week, we understand you met with airline officials
to hear from them, demanded they take certain measures, and warned them that the DOT would
be taking action as needed.

Toward that end and the goal of avoiding a summer meltdown in air travel under your watch,
FlyersRights.org is urgently requesting a meeting with you and your staff, preferably in person,
next week. The purpose would be to brief you on specific measures that the DOT could undertake
to ameliorate delays this year. Other consumer advocates have expressed interest in attending as
well.

A list of 17 specific policy options is included with this letter.

You may recall at our meeting in July 2021, consumer advocates highlighted a number of aviation
consumer priorities including pandemic related ticket refunds, lack of seat and emergency
evacuation standards, and families sitting together. Unfortunately, limited-to-no progress has been
made nearly a year later, so we would like to review these matters as well. For example, the DOT
2022 Q1 Air Travel Consumer Report shows a nearly 4x increase in passenger complaints and an
astounding 17.7x increase in refund complaints from the 2019 Q1 report.

We look forward to your earliest response to this meeting request. We believe that under your
leadership the right policy measures can greatly reduce the current epidemic of delays and

cancellations and avoid a full blown air travel crisis.

Sincerely,

Paul Hudson
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President, FlyersRights.org

Member, FAA Aviation Rulemaking Advisory Committee

Member, FAA Emergency Evacuation Advisory Rulemaking Committee
800-662-1859 410-940-8934 cell 240-391-1923 fax

Email paul@flyersrights.org

www.FlyersRights.org and on twitter @flyersrights

CC:

John E. Putnam
General Counsel
Department of Transportation

Blane Workie

Aviation Consumer Advocate,

Assistant General Counsel for Aviation Consumer Protection
Department of Transportation

John Breyault
Vice President, Public Communications, Telecommunications, and Fraud
National Consumers League

Erin Witte
Director of Consumer Protection
Consumer Federation of America

Charlie Leocha
President
Travelers United

Enc.

FlyersRights.org’s Policy Proposals to Ameliorate the Air Travel Crisis

1. Discourage airlines from booking flights without capacity by mandating discontinuing
certain flights and overall capacity. Flights can be discontinued as chronically delayed
under current truth in scheduling law.

2. Declare the failure to answer phones an unfair practice as an emergency rule with large
fines and threaten to suspend airline certificates of public convenience and necessity for
failure to answer phones within 30 minutes. This would end this “no phone answering”
practice overnight.

3. Mandate airports provide emergency rest and sleeping facilities for passengers stranded
overnight and keep concessions open (they now close generally by 9 and many have
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never reopened) . Airports have received lots of bailout money too but have failed to
restore services adequate to handle the big travel increase especially at big hub airports.
Require adequate reserves of equipment and flight crews. Currently there are no reserve
requirements, so canceling a full flight means passengers may be stranded for days.
Immediate enactment of reciprocity rule as an emergency regulation as proposed by
FlyersRights. A reciprocity rule corrects a market failure by matching unsold seats with
stranded passengers, now needed more than ever. This rewards airlines who keep their
schedules and punishes those airlines unable to keep their schedules or engaged in
deceptive or fraudulent scheduling.

Temporary lifting of mandatory retirement age for pilots to age 68 with good health
records (currently airline pilots must retire by 65 regardless of health).

Set minimum wage for commercial pilots.

Encourage use of larger planes to relieve congestion delays at choke point airports by
raising landing and take off fees for smaller planes and lowering fees for larger planes.
Require consumer warnings on all flights chronically delayed or canceled, reform delay
statistics by publishing a typical passenger delay statistic caused by each airline monthly,
and end the deceptive practice of counting a canceled flight as zero minutes delay.
Survey passenger satisfaction of airports and airlines and publish results monthly to put
pressure on them to improve services or else lose business and federal dollars for poor
service.

. Fund the FlyersRights.org telephone hotline and other consumer organizations qualified

to advise passengers of their rights and options when excessively delayed or stranded
with grants.

. Delegate authority to consumer organizations to make referrals to DOT for investigation

and for DOT to step up and issue administrative orders to show cause within 30 days why
an airline should not be fined for unlawful, unfair, or deceptive practices. The FAA and
DOT delegate safety and inspection authority to airline industry corporations to assist it
but not to aviation consumer organizations. Legislation was enacted requiring DOT to
set up a passenger hotline but was never funded and never implemented due primarily to
DOT opposition as too costly.

. Get tough on airline misbehavior. The current system of 1-3 year investigations with

only negotiated fines and mostly secret no action letters is not just broken. It’s a bad and
bitter joke, a waste of taxpayer funds, a coverup, and de facto endorsement of chronic
airline misbehavior that bilks passengers of billions, hurts the U.S. economy, and is
destroying public U.S. air travel. This crisis is an opportunity for Secretary Buttigieg to
exercise leadership and earn positive national attention. Failure to act or ineffective
action or deferring to the airline industry or the DOT bureaucracy is likely to have the
opposite effect.

. Encourage new airlines to expand by opening up gates and removing slots from airlines

with high cancellation and stranding rates.

. Set up a DOT website for contact information exclusively of all commercial airlines

allowed to fly within the U.S.
Grant permission, on an emergency basis, to certain foreign airlines with good track
records to fly within the U.S instead of only to or from the U.S.

. Authorize foreign pilots with security clearance special visas to work within the U.S. to

relieve the pilot shortage.
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ATTACHMENT 2

FLYERSRIGHTSORG
F BN

AIRLINE PASSENGER BILL OF RIGHTS 3.0
2023

45 years have passed since Congress deregulated the airline industry as to fares,
schedules, and routes. Congress has not comprehensively reviewed the law to correct the abuses,
inefficiencies, and uni ded conseq that have degraded the nation’s public air
transportation system in numerous ways and that have left consumers paying the price for airline
misbehavior.

Prior to the Airline Deregulation Act of 1978 (ADA), air travel times were decreasing,
reliability was increasing, and fares were decreasing. The Civil Aeronautics Board (CAB)
regulated the airlines by approving flight schedules, airfares, routes, and standards, and by
preventing unfair and deceptive practices. Since 1978, there has been no net increase in major
U.S. airports. Consequently, congestion in New York and Chicago causes delays felt throughout
the nation.

Regulations requiring minimum reserve capacity of equipment and flight crews have
been allowed to lapse. So have rules that match stranded passengers from canceled and
significantly delayed flights with empty seats on another airline’s flight at no cost to the
passenger. (Rule 240 or the Reciprocity Rule).

Since deregulation, flight delays of over one hour have increased dramatically. Air travel
unreliability not only inconveniences, stresses, and results in financial hardship for airline
passengers, it also burdens airlines and the entire economy. The U.S. economy depends on safe,
convenient, and affordable air travel, as this is the primary and often only means of long distance
transportation

After deregulation, airfares continued their decline until 2009, when airfares and ancillary
fees started to rapidly increase. Continued technological innovation of aircraft and economies of
scale combined with reduced labor and operating costs should have yielded cheaper and more
reliable air travel. Instead. the airline industry scores record profits, unprecedented stock
buybacks, and ballooning executive compensation despite the airlines ranking as one of
consumer’s lowest regarded industries, backed up not only by the all-too-familiar travel
problem anecdotes but also data.
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AIRLINE PASSENGER BILL OF RIGHTS 3.0
1. Minimum Seat Space Standards

The FAA shall issue minimum standards for seat pitch, width, and leg room. Passenger
safety and health requires the end to the current system where airlines cram more and more
passengers onto a plane. Passengers are becoming taller, larger, and older while seat space
decreases. Failure to act poses an immediate danger to passenger health and safety, particularly
as to emergency evacuations, the brace position, and deep vein thrombosis (aka economy class
syndrome). In 2018, Congress already required the FAA to set minimum standards, but it took a
FlyersRights.org lawsuit in 2022 to compel the FAA to release a major study it conducted in
2019-2020. The FAA has argued in court that it finds the 2018 mandate optional, and it still has
not established minimum standards as Congress considers the next 5 year reauthorization bill.

2. Definition of Airfare

Airfare should be defined as the total price, including taxes and fees, for air
transportation, including a seat, one carry-on piece of baggage, one personal item, water, and
operable lavatories. Airfare is not statutorily defined, so airlines have sliced up as “ancillary” or
“optional” fees that used to be standard in a ticket. By creating a maze of ancillary fees, airlines
obfuscate the true cost of a ticket and make it impossible for consumers to do the comparison
shopping that market competition requires.

3. Ancillary Fee Transparency

Congress must enshrine in law a requirement that airlines display the entire cost of
airfare, including taxes, fees, first checked bag fee, second checked bag fee, and seat selection on
the first screen at purchase. The Department of Transportation has recognized the need for this
through a proposed rulemaking (DOT-OST-2022-0109), and Congress should establish this as a
minimum. The airline industry has grown more concentrated, with many routes serviced by a
small number of airlines or dominated by one airline. Passengers and market competition require
transparency in order for comparison shopping to be possible.

4. No Exorbitant Fees or Price Gouging

Congress should ban airline price gouging and ensure all ancillary fees are reasonable
and related to the cost of the service. When severe weather has threatened an area, or when one
airline suffers a meltdown (such as the Southwest Christmas Disaster of 2022), other airlines will
price gouge its customers, charging over $1,000 for tickets that normally would cost under $250.
Airlines also deploy gotcha fees and fees that increase the later you purchase them. Importantly,
Congress did not deregulate the reasonability of international ancillary fees. Congress does not

14
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need to re-regulate base airfares. Rather, it must ensure that all ancillary fees are reasonable and
it must cap excessive price gouging in times of crisis.

5. Extend Delay Compensation to Domestic Flights

U S. airlines are no strangers to paying delay compensation to passengers, but
unfortunately that compensation typically does not go to Americans. European Union Regulation
261 provides between 250 and 600 euros for delays of 3 or more hours and cancellations made
less than two weeks in advance when the cause of the flight disruption is in the airline’s control.
Similarly, the Montreal Convention, governing international flights, guarantees passengers delay
compensation of up to $6000 for damages caused by delays within the airline’s control. This can
include the price of another ticket, hotel expenses, missed cruises, and more.

U.S. air travel has never been less reliable when it comes to on time performance and
cancellations. The airlines are under DOT investigation for deceptive scheduling: scheduling
more flights than they can possibly operate and then canceling flights based on economic
reasons. Delay compensation is not only fair and necessary to help defray the extra expenses that
air travel unreliability pushes onto passengers, but it is also necessary for competition for
reliability between airlines.

6. Reinstate the Reciprocity Rule

The Southwest debacle demonstrates the need to return the Reciprocity Rule (Rule 240).
Before deregulation, airlines would guarantee to place passengers from canceled or significantly
delayed flights on the next available flight, regardless of airline, at no additional cost. This rule
increased reliability and consumer welfare by matching empty seats with stranded passengers,
thereby reducing disruptions faced by passengers. Today, a rule would accomplish that and also
incentivize reliability through competition and would decrease deceptive scheduling. Airlines
have deceptively scheduled flights by scheduling flights that it has little or no intention of
operating due to equipment or crew limitations or for economic reasons. The reciprocity rule
would reward airlines that keep their schedules and penalize those that could not maintain their
schedules, incentivizing better performance for all airlines.

7. Guaranteed Hotel, Meal, and Ground Transportation Vouchers for Significant
Delays Within the Airline’s Control

As a component of flight delay compensation to match European and International
standards, Congress should require airlines to provide hotel accommodations, meal vouchers,
and ground transportation vouchers to all passengers whose flights were delayed past midnight
and to passengers on canceled flights who were not offered a rebooking. Airlines as bulk buyers
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and with corporate partnerships with hotel chains can secure below market rates for these
vouchers.

8. Overhaul of DOT Enforcement Regime

Congress must overhaul how DOT punishes airline violations of the law. Fines must be
substantial enough to have a deterrent effect, and part of the fines should be paid to affected
passengers. Currently, the DOT’s enforcement regime is one of collaboration and informal
requests of the airlines, with few fines and enforcement actions. The enforcement actions that do
occur are agreed to by the airlines (consent decrees) and waive half of the fine if the airline is on
good behavior for a year. Change is needed to strengthen the Department’s position to protect
passengers, as it is the only regulator of the airlines. Congress and the DOT should be setting the
standards for the airlines, not the other way around.

9. Guaranteed Family Seating

Congress must reimplement its 2016 provision and order the DOT and airlines to ensure
each child under the age of 13 is seated with a family member over the age of 13, at no
additional cost. Congress ordered the DOT to enact this provision “if necessary,” and the DOT
quietly concluded that such a requirement was not needed. Family seating is common sense and
common decency, is a benefit to aviation safety by enabling faster emergency evacuations, and is
a protection against sexual misconduct on planes, a growing problem in air travel.

10. Conspicuous Notice of Consumer Rights at Airports and By Airlines

Consumer protections are less effective when the average consumer is unaware of
passenger rights. Some airlines estimate that 80% of passengers fly only once per year. In the
European Union, airports display bulletins, posters, and announcements for passenger rights
information. A similar system is needed here to inform passengers of what rights they do have.

Other measures needed:

e Customer service standards, including staffing of consumer complaint lines

® Mandatory labor and equipment reserves and the implementation and audit of emergency
contingency plans that would allow for graceful degradation of service rather than
system-wide meltdowns

® New airport construction to relieve congestion and repeal of regulations limiting federal
government investment in new airports

® Require passengers to be notified in writing of their rights under the Montreal
Convention in a manner more consistent with the Montreal Convention’s original intent.

e Passenger lawsuits under $75,000 should be adjudicated in state court. Current law
allows airlines to remove any case to federal court, regardless of amount-in-controversy

16
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The CHAIR. Before I turn to Captain Murray, I forgot to call on
my colleagues for the Subcommittee Chair and Ranking Member.
I know Senator Moran isn’t here, but we will allow him to put a
statement in the record. But Senator Duckworth, if you wanted to
give a statement.

STATEMENT OF HON. TAMMY DUCKWORTH,
U.S. SENATOR FROM ILLINOIS

Senator DUCKWORTH. Yes. Thank you, Madam Chair and Rank-
ing Member Cruz for holding today’s hearing. Next month actually
marks my 30th year as a pilot from when I first showed up at
flight school at Fort Rucker, Alabama.

So, I am incredibly excited to serve as chair of the subcommittee
on Aviation Safety, Operations and Innovation. Having flown as a
military pilot, as a civilian pilot, as a general aviation aircraft
owner, I have flown from civilian airfields, military airfields, civil
military airfields. I commanded the Black Hawk unit out of Mid-
way Airport, flying in between Southwest Airlines, on the pad be-
tween the force, taking off from there.

Those of you who know, I know Midway real well. It is my per-
sonal mission to make sure that we craft an FAA reauthorization
that will strengthen safety, that will bolster the aviation work
force, that will hold the FAA accountable for finally modernizing its
air traffic control technology.

And consistent with today’s hearing, we must also crack down on
carriers that have gotten away with predatory practices that treat
customers like suckers and view passengers with disabilities as dis-
posable. Every commercial airline, American airline, has broken
one of my wheelchairs. Every one of them.

We need to end that practice. Now is a critical time for our Na-
tion’s commercial aviation industry, from the deadly Boeing 737
MAX crashes to the FAA self-inflicted meltdown of its NOTAM sys-
tem, to the utter collapse of Southwest Airlines operations blamed
on the same weather that every other carrier managed to navigate.
Americans’ confidence in every facet of our civil aviation ecosystem
has plummeted.

Today’s hearing is hopefully a first step toward rebuilding a
foundation that will begin to restore trust and confidence in a civil
aviation system that has made great leaps and bounds in safety
over recent decades, but in recent years has suffered from compla-
cency and a desperate drive for profits that has placed the needs
of Wall Street and the balance sheet above all else.

I yield back, Madam Chair.

The CHAIR. Thank you. Thank you for that. And again, we will
have Senator Moran, if he wants to put a statement in the record.
Now, Captain Murray, welcome. Thank you for being here.

STATEMENT OF CAPTAIN CASEY MURRAY, PRESIDENT,
SOUTHWEST AIRLINES PILOTS ASSOCIATION (SWAPA)

Mr. MURRAY. Good morning, Chair Cantwell, Ranking Member
Cruz. Thank you for the opportunity to testify before you today. I
ask that my written and oral testimony to be submitted for the
record.
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My name is Captain Casey Murray, the President of the South-
west Airlines Pilots Association. I am a Boeing 737 Captain at
Southwest, and I am proud to represent 10,235 of the best pilots
in the world. For years, our pilots have been sounding the alarm
about Southwest’s inadequate crew scheduling technology and out-
dated operational processes.

Unfortunately, those warnings have been summarily ignored by
Southwest leaders. Our pilots were right, but SWAPA’s goal in to-
day’s hearing is not to say we told you so, but right doesn’t make
our pilots feel any more secure. Our hearts are broken. The Decem-
ber 2022 meltdown was as tragic as it was historic.

SWAPA’s singular goal in participating in today’s hearing is to
help ensure it never happens again. We want to be an integral part
of its rise once again to lead the industry. While it would be easy
to kick our company when it is down, this is our company, and con-
sequently our careers and our livelihoods.

SWAPA pilots desire with the American public deserves, a
healthy company with happy employees who have the tools they
need to deliver a safe, reliable product to consumers. Those who do
not learn from history are doomed to repeat it, and Southwest has
a history of repetition.

Unfortunately, despite many opportunities, Southwest Airlines
management did not listen to its pilots and frontline employees
who saw this meltdown coming. Pilots have a unique perspective
to the airline’s operation. From the flight deck, we coordinate with
nearly every employee group from the front line to the airline head-
quarters.

In order to leave a safe operation, you must be present, and will-
ing to listen and collaborate with everyone on your team. What our
pilots saw and have known for years is that Southwest struggles
to manage nearly any disruption regardless of the cause.

Our recent history, and the data shows, a pattern of increasingly
disruptive operational failures, missed prioritization of resources,
and worst of all, a hollow leveraging of our culture to cover up poor
management decisions. As we detailed in our written testimony,
there were three main causes of the December 2022 meltdown.

First, Southwest leadership failed to properly prepare for winter
storm Elliott. Second, Southwest managers failed to modernize true
management processes and related IT systems. Finally, Southwest
failed to listen to the warnings of its front-line employees.

Much has been made of Southwest shortcomings in IT and tech-
nology, and while that is a causal factor in this failure, that expla-
nation alone misses the underlying issue, that the conditions were
set years ago when Southwest leaders allowed the airline to drift
away from an employee centered culture.

Instead, Southwest leaders focused on making the airline the
darling of the investment community while building an insulated
and strictly vertical structure where decisionmaking authority was
slowly stripped away from front line experts with the most situa-
tional awareness. Warning signs were ignored, poor performance
was condoned, excuses were made, processes atrophied, core values
were forgotten.

The management pitfall is called “normalization of drift,” and it
was coined after studying the space shuttle Challenger disaster. As



20

a result of this normalized drift, our once great company went from
Herb’s legacy of personality and agility, to becoming a technicat’s
dream with stove-piped fiefdoms that communicated vertically with
little to no horizontal integration.

Thankfully, the accountants who got us here are no longer in
charge, at least not officially. Perhaps that is a silver lining, but
only if Southwest new leaders take bold action immediately. There
must be clear actions, not words, and that is what is expected from
us. Our hope is that SWAPA’s data driven testimony provides
value to the airline industry, the committee, and to the public.

We all want to understand how this happened and what must be
done together to ensure that it never happens again. As Herb
Kelleher famously said, “never rest on your laurels or you will get
a thorn in your backside.”

Somehow, Southwest forgot this lesson along the way, and as a
result, Southwest failed 2 million customers. We hope the com-
mittee will use this opportunity to ensure that Southwest delivers
a timeline for upgrading its crew scheduling technology, improving
its crew management processes, and a commitment to collaborate
with frontline employees and labor to earn back their trust.

Southwest used to be an airline that supported its employees. It
has become an airline that is supported by its employees. I am
proud to represent the pilots of SWAPA. I thank you for the oppor-
tunity to testify, and I look forward to answering the committee’s
questions.

[The prepared statement of Mr. Murray follows:]

PREPARED STATEMENT OF CAPTAIN CASEY MURRAY, PRESIDENT,
SOUTHWEST AIRLINES PILOTS ASSOCIATION (SWAPA)

Thank you for the opportunity to testify on behalf of the Southwest Airlines Pilots
Association (“SWAPA”) about the Southwest Airlines (“SWA”) operational meltdown
in December 2022.

I. General Overview

On a podcast on November 7, 2022, SWAPA President Captain Casey Murray
said, “I fear that we are one thunderstorm, one air traffic control event, one IT router
failure away from a complete meltdown. Whether that’s Thanksgiving or
Christmas or New Year, that’s the precarious situation we are in.”

Captain Murray and our Pilots have been sounding the alarm about SWA’s inad-
equate crew scheduling technology and outdated operational processes for years. Un-
fortunately, those warnings were summarily ignored. Our Pilots’ hearts were broken
when those alarms proved accurate in December 2022.

SWAPA’s singular goal in participating in today’s hearing is to do our part to
make sure a meltdown like this never happens again. This is our Company, our ca-
reers, and our families’ livelihoods. SWAPA pilots and the American public have a
common goal; to ensure that Southwest remains healthy and has the tools to deliver
a reliable travel experience to the flying public.

Pilots have a unique perspective on the Airline’s operation. First and foremost,
Pilots are the final authority on safety. To conduct a safe flight, Pilots must interact
with nearly every employee group from the frontline to the Airline’s nerve center
in Dallas. From baggage handlers to customer service agents, flight attendants to
fuelers, mechanics to managers, and dispatchers to schedulers, SWAPA Pilots saw
the operation unravel from the inside out.

What SWAPA Pilots saw—and have known for years—is that SWA struggles to
manage nearly any disruption, regardless of the cause. Our recent history—and the
data shows—a pattern of increasingly disruptive operational failures,

ihitps:/ | podcasts.apple.com [ us [ podcast | 12-7-casey-murray-looking-ahead | id1477870151%i=10
00586096818 (7:57 mark in recording)
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misprioritization of resources, and hollow leveraging of our culture to cover up poor
management decisions.

As we will detail in our data-driven testimony, there were three leading causes
of the December 2022 meltdown:

e Failure to adequately prepare for Winter Storm Elliott

e Failure to modernize crew management processes & related I.T. systems

e Failure of Leadership & the Normalization of Drift
II. Background
Years in the Making/Lack of investment in crew management technology and proc-

esses

SWA’s latest meltdown is far from its first.ii Over the past 15 years, the Airline

has experienced nearly a dozen smaller-scale breakdowns with increasing frequency

and magnitude. In addition, since 2014, SWAPA has warned the Company that
technology and crew scheduling processes were failing.

SWA Meltdown History
2011-2023 Flightmare

1,200 covip
October 21
IT Router | | Meitdown
Failure || Ranoutof

De-ice Fluid

Chicago
1,000 Meltdown |

[
| Maintenance
Aircraft Cancels
Weight |
Errors

Chicago
Meltdown II

0
12011 12012 12013 12014 12015 122016 12017 12018 12019 12020 12021 12022 12023

Figure 1. Southwest’s history of operational meltdowns

The December 2022 disaster was preceded by multiple meltdowns in Chicago, an
LT. failure in 2016, and a crew scheduling technology breakdown in October 2021.
Since 2011, SWA has averaged one major operational failure every 18 months.

A SWA meltdown in October 2021 closely resembles the one we are discussing
today. A weather event —thunderstorms in Florida—left the Airline unable to man-
age its crew network, which caused significant disruptions.iii That meltdown cost
Southwest $75M and resulted in over 2,200 canceled flights during a short holiday
weekend simply because the crew scheduling processes were inadequate. That event
should have been a wake-up call to the Company that I.T. and crew scheduling
practice changes were long overdue.

During the COVID-19 pandemic, SWA added 18 new cities over 16 months to
capture new market share while receiving over $7 billion in government funding. i
v But, as demand rebounded in 2021, the Airline’s network became increasingly
fragile. SWAPA warned leadership in June 2021 that there was no margin for
error.Vi It took over a year for Southwest to admit the network was spread too thin.
“I do think the scale and the growth of the airline got ahead of the tools that we
have,” Southwest CEO Bob Jordan told reporters in November 2022.vii Mr. Jordan
was correct, but it was far too late, and they had other priorities.

On December 7, 2022, Mr. Jordan revealed that SWA would be the first U.S. air-
line to reinstate a dividend after the pandemic—issuing $430 million in dividends
just 14 days before the meltdown. That amount would eventually represent nearly
half of SWA’s estimated financial loss from the December meltdown.

ii (https:/ [vimeo.com [ 786112460)

iii hitps: | | news.yahoo.com [ southwest-lost-75-million-four-164233757.html

iv https: | [ simpleflying.com [ southwest- 18-destinations-added /

vhttps:/ | apnews.com | article | health-airlines-business-coronavirus-2c¢32ee9d8¢8389ca 73608718
e931ecc9

viSWAPA Leadership Update, “Margin”, Captain Casey Murray, June 21, 2021

vii https: | [ apnews.com [ article |
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% of Revenues to Shareholder Returns

Figure 2. Percentage of Southwest Airlines Revenue to Shareholder Returns

SWA’s Tangled Crew and Aircraft Scheduling Systems

SWA’s failure to modernize its 1990s-era crew scheduling processes and tech-
nology was a causal factor in the meltdown.viii

Southwest’s Flight Dispatch department processes delays and cancellations
through a system known as the “Baker,” a homegrown program named for a late
Southwest leader which optimizes changes to aircraft and passenger routings.ix
However, the “Baker” does not effectively account for crew requirements. Instead,
Pilot and Flight Attendant crew scheduling changes are handled by a separate soft-
ware tool that Southwest employees refer to as SkySolver.

SkySolver (officially called “Crew Optimization”) is a G.E. Aerospace crew sched-
uling tool used by multiple airlines. It is important to note that other airlines used
this product during Winter Storm Elliott without issue. That is because SWA’s
scheduling practices are outdated and its patchwork use of multiple technology sys-
teﬁls lacks the capacity to provide crew solutions for massive, close-in flight can-
cellations.

II1. Timeline of Events—The Southwest Flightmare

Tuesday, December 20: Overconfidence

On Tuesday, December 20, SWA management met with SWAPA at a regularly
scheduled operations meeting. SWA noted that Chicago Midway airport might be
fully closed, and Denver International would see some cancellations. The Airline be-
lieved there was ample time to process these cancellations and mitigate any irreg-
ular operations.

SWA admitted it did not have enough engine covers to protect aircraft engines
from the elements before the storm.x Managers did not issue guidance to run air-
craft auxiliary power units overnight to keep aircraft from freezing. There was no
system-wide guidance on cold-weather preparation of ground equipment like bag-
gage loaders and push-back tugs. Extra schedulers were not on reserve. Overtime
incentives were not offered in time.

Managers’ overconfidence in their planning and a systemic failure to provide mod-
ern to(i)ls to employees doomed SWA’s recovery before the first snowflake hit the
ground.

Wednesday, December 21: The Initial Reaction

The Airline started Wednesday believing that no bases would be shut down. How-
ever, they announced that Denver and Chicago would continue to see some advance
cancellations for the following days.

On Wednesday night, Denver’s weather deteriorated. The airport experienced
freezing whiteout conditions with heavy snow, quarter-mile visibility with winds
gusting to 32 knots, and a temperature of -8 degrees Fahrenheit.

As a result, departures and arrivals were significantly delayed. The delays signifi-
cantly strained Ground Operations and caused Pilot duty day and flight connection
issues.

As the storm hit Denver’s airport, SWA’s Vice President of Ground Operations de-
clared an operational emergency, forcing mandatory overtime and threatening
ground personnel with insubordination and termination for not coming to work.xi

viii https: [ | apnews.com [article /

ix https:/ [ theaircurrent.com | airlines | southwest-airlines-anatomy-it-meltdown |

xhttps: /| |www.nytimes.com /2023 /01 | 13 | business | southwest-airlines-bob-jordan.html

xi https: /| | www.washingtonpost.com | business | southwests-biggest-mistake-was-forgetting-its-
own-culture/2022/12/30/a3bef52a-8883-11ed-bb5ac-411280b122ef story.html
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SWA management’s draconian initial reaction to its poor planning reflects a deeper
cultural failure.

Thursday, December 22: The Operation Convulses

As dawn broke on Thursday, close-in cancellations started to increase rapidly, in-
dicating the network was struggling to recover from the previous night’s events.

When these close-in cancellations hit, scheduling had already built plans to deal
with delays, crew duty limitations, and rest issues for the next day. However, these
unexpected close-in cancellations meant they had to start over from scratch. This
started the chain of events causing internal technology and process failures that even-
tually collapsed the network.

Flight Cancellation Timing
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Figure 3. SWA Close-in cancellations. Note: The orange and red upticks late in the day are the
close-in cancellations. SkySolver was never designed to look back.

Friday, December 23: User Error

Dispatch’s Baker passenger and flight optimizer has minimal crew programming.
As a result, Baker produced an ineffective recovery plan because it didn’t align with
crew availability. SkySolver runs independent pilot and flight attendant solutions
that can contradict Baker’s strategy, especially during a disruption.

Meanwhile, the Vice President of Flight Operations sent a memo on the 23rd de-
tailing system-wide problems. The vice president blamed pilot sick calls, fatigue
rates, and overtime flying participation in the memo. SWA managers initial re-
sponse and communication blamed employees even while internal processes crum-
bled.

While managers blamed pilot staffing early on, SWA chose to use reserve pilots
before overtime volunteers to save money. In addition, the Airline’s managers failed
to communicate effectively with each other and with the employees, showing they
didn’t even grasp the problem the airline faced.

SWA Flight Operations leadership finally announced they would award overtime
premium flying before using reserves, but it was too little too late. Southwest had
failed to incentivize overtime flying early enough to make a difference. Due to the
severity of the breakdown, it might not have mattered anyhow.

Saturday, December 24—December 25: Chaos

SWA Crew Scheduling was utterly overwhelmed and informed dispatch that they
couldn’t handle any further inquiries. The situation had become chaotic in the Net-
work Operations Center.

The Airline could not track crews stuck at airports without hotels, and due to in-
creasing cancellations, they could not recover crews into actual flying because the
system had become so thin.

This breakdown in communication between the SWA Network Operation Center
and Crew Scheduling resulted from institutional silos made worse by technology
limitations.

As the Airline struggled to connect airplanes with crews, another glaring IT inad-
equacy became apparent: Southwest’s crew hotel system could not handle large,
short-notice reassignments.
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Figure 4. SWA Dispatch message to Pilots

With the enormous number of close-in cancellations and reassignments, SWA’s
Crew Hotel Accommodation Team could not keep up with the number of short-notice
requirements. As a result, stranded crews and passengers competed for hotels,
quickly overwhelming the Airline’s system to get crews rested and ready to fly.

Phone lines to scheduling were jammed, and crews spent hours on hold if they
could get through at all. As a result, many crews had no hotels, just like their pas-
sengers. This led to more reassignments and uncovered flying, putting recovery far-
ther out of reach.

Over 350 pilots had their assignments terminate somewhere other than their
home base, leaving them on their own to get home. SWAPA estimates that over
1,000 Pilots were on duty for more than 15 hours during the meltdown, with many
on continuous duty overnights awaiting schedule changes.
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Figure 5. Over 1,000 SWA Pilots had duty days > 15 hours, resulting in increased fatigue
calls.

Meanwhile, communication between scheduling and operations began to break
down. For example, pilots reported that crew lists were inaccurate because the
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scheduling systems misassigned crewmembers or lost track of them outright.xii As
a result, tracking crewmembers became a manual process for scheduling, adding to
call volume and hours-long hold times, making delays worse.

SWA began using position ferry flights to re-align crew and aircraft. These ferry
flights operated empty—with no passengers. Many were operated on routes that had
been canceled between the same cities, leaving stranded passengers to watch empty
aircraft depart for their intended destination. During the meltdown, the Airline op-
erated more than 500 empty flights.
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Figure 6. Losing Track of Crew Figure 7. Cutting the network with an axe
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Figure 8. SWA operated 517 empty flights, many on canceled routes.

i https: | [www.latimes.com [ california / story | 2022-12-27 | my-daughters-southwest-airlines-fi-
asco
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Monday, December 26: The Post-Christmas Hangover

SWA decided to reduce the entire network by more than 50 percent through
Thursday, December 29, to “reset” the airline. Southwest chose to “cut with an axe”
and cancel anything they considered “un-crewed” rather than force Dispatch to con-
sider crew availability in their cancellation assessments.

This decision caused even more misconnections from crews to airplanes as it blew
up the schedule for crews assigned to that aircraft flow. This created more deadhead
duty (often later than originally scheduled), taking seats from passengers and reduc-
ing recovery effectiveness.

SWA could not even promote some deadheading pilots to work the same flight
they were deadheading on, which would have saved flights from cancellation. Very
few canceled flights didn’t have a Captain and a First Officer assigned at cancella-
tion.

Flight Cancellation Timing
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Figure 9. SWA Cancellations, Dec 25-27. Note: The decision to effectively shut down the
airline on December 26.

Tuesday, December 27: The Ugly Truth About SWA’s Operational Processes

SWA COO Andrew Watterson released a message the night of the 26th, stating
that Crew Scheduling was forced to manually route crews with pencil and paper be-
cause of technology limitations.

Mr. Watterson said, “We had aircraft that were available, but the process of
matching those Crew Members with the aircraft could not be handled by our
technology. In our desired state, we have a solver that would be able to do that
very quickly and accurately. Our system today cannot do that.” xiii This is the first
time Southwest leaders acknowledged an underlying technology issue.

**Note: In an interview with Axios on February 2, 2023, CEO Bob Jordan stated:
“I think the biggest misconception right away was that it was a technology issue. We
tried to be really clear that while the technology got overwhelmed, it is not what
caused this.”

“It was a weather event that turned into a crew and aircraft routing network event,
that then pushed the technology to a point that it couldn’t help us because
it was having to solve problems that were already in the past—but it wasn’t
a technology event.”xv

The number of Pilots not operating flights spiked, given the large number of can-
cellations versus how many Pilots were scheduled to fly. Deadheading Pilots ranged
between 1,000 to more than 2,500 daily, refuting any notion that there weren’t
enough pilots available.

xiii https: | Jwww.wfaa.com [ article / travel | internal-southwest-airlines-message-mass-cancella-
tions-ceo-bob-jordan-coo-andrew-watterson [ 287-6dbb0665-ea67-4237-98bc-7bd90d44bdc4
xiv https: | [www.axios.com /2023 /02 | 02 | southwest-airlines-flight-bob-jordan
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Figure 10: SWA deadheaded thousands of pilots around the country due to inefficient
processes.
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The Pilots were there; the airline couldn’t use them efficiently. This Crew Sched-
uling inefficiency must change if the airline is to offer reliable customer service in
the future.

IV. By the Numbers
e 16,700—Southwest Airlines canceled flights during the meltdown
e ~2.000,000—Passengers stranded

e > 10,000—# of inefficient “deadhead flights” where Pilots sat in the back in-
stead of flying

e > 350—Pilots who had their assignments terminate somewhere other than their
base, leaving them on their own to get home

e 1,000—Pilots who were on duty for more than 15 hours during the meltdown
e 517—Ferry Flights, empty aircraft leaving passengers stranded

e 1,000—2,500—how many SWA Pilots were “deadheaded” each day of the melt-
down

o $8,800,000—Amount of stock options announced on February 3, 2023, for seven
SWA executives

$820,000,000—Estimated financial costs of the SWA meltdown xv
$430,000,000—SWA shareholder dividends announced on December 7, 2022 xvi
$13,000,000,000—SWA stock buybacks since 2010 xvii

Unknown—the amount of profit-sharing compensation SWA employees lost due
to poor management decisions

V. Leadership & Collaboration

SWAPA hopes that Southwest’s new leadership team will collaborate with us. Our
pilots want nothing more than to work together to return Southwest Airlines to suc-
cess.

Mr. Jordan and Mr. Watterson inherited a massive, complex operation held to-
gether by duct tape and baling wire. It will take time to tear down and rebuild. But
it can happen if Southwest’s new leaders re-dedicate to Herb Kelleher’s leadership
principles.

To start, SWA employees need to trust their leadership again. Herb famously
said, “Your employees come first. And if you treat your employees right, guess what?
Your customers come back, and that makes your shareholders happy. Start with
employees and the rest follows from that.”

However, rewarding SWA executives who oversaw the meltdown with more stock
options—after employees are set to miss out on significant compensation from lost
profit sharing—is not a promising sign for “Living the Southwest Way.” xviii On Fri-
day, February 3, 2023, the Airline announced $8.8M in stock options for seven sen-
ior executives, including Gary Kelly, Bob Jordan, and Andrew Watterson.xix

Mr. Jordan must make clear that SWA employees are valued by making them fi-
nancially whole and giving them the tools, they need to do their jobs. Sending Pilots
and Flight Attendants around the country on airplane rides for four days instead
of taking passengers home is a blatant waste of resources.

It’s also not enough to tell someone you love them after ignoring their concerns
for over a decade. Mr. Jordan must show all of us—customers, employees, and regu-
lators—through actions, not words, that SWA is serious about change.

There are some positive signs. SWAPA commends Mr. Jordan and his team for
the expeditious way they managed the return of tens of thousands of articles of lost
luggage and their willingness to refund and reimburse customers for every reason-
able expense related to their travel nightmare.

It is also encouraging that SWA is currently conducting another postmortem with
the aviation consulting firm Oliver Wyman. But our Pilots are right to demand that
SWAPA Subject Matter Experts be invited to participate in a meaningful way. A
one-hour debrief with the SWAPA President will not be enough. If the airline is

xv https:| |www.forbes.com [ sites | suzannerowankelleher /2023 /01 /09 | southwest-meltdown-cost-
825-million [ 2sh=6{c82883466d

xvi https: | |www.cnbe.com [ 2022 ] 12/ 07 | southwest-reinstates-dividend-after-three-years-as-trav-
el-rebounds.html-:~:text=Southwest is the first major, ahead of an investor presentation.

xvii https: | [www.latimes.com [ business | story | 2023-01-03 | the-guilty-party-escaping-blame-for-
the-southwest-meltdown-is-its-board-of-directors

il https: | [www.southwestairlinesinvestorrelations.com | financials | sec-filings

xix https: | | www.prnewswire.com [ news-releases [ southwest-airlines-releases-one-of-a-kind-lead-
ership-book-leading-with-heart-living—working-the-southwest-way-celebrating-more-than-50-
years-of-putting-people-first-301566969.html
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genuinely committed to finding solutions, it must utilize and collaborate with its
frontline experts to find solutions.

SWAPA stands ready and willing to work with SWA leaders to solve these fixable
problems.

VI. What Congress Can Do

To be clear—no legislative or regulatory solution is necessary to solve this prob-
lem. Furthermore, SWA’s point-to-point business model is not to blame. Passengers
enjoy the convenience that a point-to-point network provides, eliminating the need
to fly to a connecting city to reach their destination. In addition, the point-to-point
network is a unique offering that gives Southwest Airlines a competitive advan-
tage—when well-managed.

The December meltdown resulted from poor planning, systemic under-investment
in crew scheduling technology and processes, and a failure to collaborate with front-
line employees. To that end, SWAPA respectfully asks Congress to recommend the
following fixes to prevent future meltdowns:

1. Fix Dates. SWA should provide Congress with a firm timeline for when crew
scheduling technology and associated crew management processes will be fixed.

2. Postmortem. SWAPA Subject Matter Experts should be invited to participate in
the Company’s postmortem meaningfully. In addition, the Company should tell
Congress why they've failed to implement the recommendations of past
postmortems.

3. Employee Collaboration. Congress should ask SWA to include frontline labor
groups in implementing realistic and effective contingency plans, including full-
scale simulations and exercises.

4. Full Accounting. The Airline should provide Congress with a precise plan on how
SWA plans to invest the $1 billion in IT upgrades it claims to be developing and
how those plans will effectively mitigate potential future meltdowns.

The American people deserve a safe, reliable air transportation system. In avia-
tion, admitting mistakes and learning from them is the single most effective method
for producing meaningful change that benefits consumers, businesses, and employ-
ees. By learning from SWA’s mistakes, the commercial aviation industry can do its
part to minimize future disruptions and provide safe, efficient air service for Amer-
ican consumers.

VII. Conclusion

By now, it should be clear what conditions led our country’s most stable and prof-
itable airline—SWA—to a historic meltdown like holiday travelers suffered in De-
cember of 2022. But, like most disasters, it didn’t happen overnight. Warning signs
were ignored. Poor performance was condoned. Excuses were made. Processes atro-
phied. Core values were forgotten.

The phrase “Normalization of Drift” was coined after studying the Space Shuttle
Challenger disaster. It describes common underlying conditions within an organiza-
tion preceding a preventable catastrophic event. These management pitfalls include
ignored warning signs, condoned poor performance, repeated excuses, atrophied
processes, and forgotten core values. Normalized drift was the root cause of the
SWA meltdown.

Much has been made of the Airline’s shortcomings in I.T. and technology, and
while that is a causal factor in this mess, that explanation alone misses the under-
lying issue. The conditions were set years ago when SWA’s leaders allowed Drift
Normalization. As a result, the Airline got away from an employee-centered culture
that empowered and listened to frontline workers. SWA leaders failed to provide
employees the necessary tools to do their job.

We hope that SWAPA’s data-driven testimony provides value to the Airline indus-
try, the Committee, and the public. We all want to understand how this happened
and what must be done—together—to ensure it never happens again.

SWAPA thanks Chair Cantwell, Ranking Member Cruz, Chair Duckworth, and all
the Committee Members for the opportunity to testify on this critical issue.

SWAPA would like to recognize all the Members of the Committee who supported
the Payroll Support Program. Without that critical support, many Southwest Pilots
may have lost their jobs during the pandemic, making recovery even more difficult
and labored. We also sincerely thank the Committee’s professional and member of-
fice staff for their efforts.



30

<=SWAPA=

SOUTHWEST AIRLINES PILOTS ASSOCIATION

LEADERSHIP UPDATE

June 21, 2021

Margin

Casey Murray PRESIDENT

We, as Pilots, create margin, and by that | mean we continually mitigate risk throughout our
day, thereby contributing to our airline’s highest goal — safety. The more margin we have, the
more room we have to mitigate risk. Every choice we make either adds or subtracts margin.
More fuel onboard provides us with additional options and more margin. Deviating to put more
distance between us and weather creates more options, and again, more margin. Enough rest
puts us in better physical condition with better cognitive function, which again creates margin.

When the Company decided to expand ETOPS flying and push the operation closer to 2018-
2019 levels of flying, management made a conscious decision to reduce our margin. They
either knew or should have known that with the challenges created by accelerated training
requirements for ETOPS, along with the requalification of ExTO returns, our schedule would
be operating on the razor's edge. They also knew that SWAPA Pilots would rise to the
challenge and cover their network and staffing shortcomings just as we always have.

They were right. Our Pilots have gone above and beyond expectations in recent weeks. But
when the decision was made to roll into the June schedule with all but zero margin, that same
decision begat what is currently happening. An airline inherently competes in a dynamic
environment, so it is imperative to build in and maintain at least a minimum level of margin in
the operation. Once again, money decisions won out over margin. Throw in a decade of
conscious decisions not to invest in infrastructure and IT and it's no surprise what could —
and ultimately did — happen.

The results have been disastrous. And we are now once again left to pick up the pieces.
Management repeats the same mistakes and failures time and time again and our Pilots, as
well as our passengers, pay for them. Some recent examples include: IT failures; hours on the
phone to get a third, fourth, and fifth reroute; more wasted time on the phone to get a hotel
room; calls interrupting rest to see how fast a Pilot can get back to the airport; and the inability
to find food at the airport or hotel.

| believe that the greatest mistake our corporate leaders can make is failing to provide our
employees with the tools necessary to be successful in our jobs. The problems we are seeing
are not isolated to our workgroup. We see it happening to nearly all frontline employees.
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I'm sure that this past week's debacle will ultimately be attributed solely to an IT failure. It will
be written off as another once-in-a-lifetime event, just like the Midway meltdown, the 2016
router failure, and dozens of other events. But each of these affected us more severely than
our peers because we don't have the infrastructure to maneuver with zero margin, yet we are
responsible for making up for the shortcomings in the operation.

A month ago, | wrote an article for the June RP entitled “Insanity.” Even | couldn't imagine how
prescient it would be. Day in and day out, our crews are under immense strain from external
pressures, as well as those that aren't adequately addressed by leadership. Displacements,
mandatory masks, lack of available food, countless delays, and frequent JAs all lead to the
same place — an even further reduction of our margins.

SWAPA is in constant contact with Flight Operations, from Scheduling to Planning to
leadership. We are fighting to support you, and | want to repeat that we are here for you
24/7/365.

If the Company fails to supply you with margin, please, please do your primary job and create
it where you can. Make sure you have adequate fuel. Make sure you and your crew are fed.
Make sure you have a hotel room. If you can’t get through to Scheduling, SWAPA will ensure
you will be reimbursed. Make sure you're adequately rested and that you are making the best
decisions for yourself, your crew, your passengers, and Southwest Airlines. Where there is no
margin, it is your job to create your own.

The CHAIR. Thank you, Captain Murray. Now, we will welcome
Mr. Watterson. Thank you so much for being here.

STATEMENT OF ANDREW WATTERSON, CHIEF OPERATING
OFFICER, SOUTHWEST AIRLINES CO.

Mr. WATTERSON. Good morning, Madam Chair Cantwell, Rank-
ing Member Cruz, and members of the Committee. I am Andrew
Watterson and I am privileged to serve as the Chief Operating Offi-
cer of Southwest Airlines. I know that Southwest’s operational dis-
ruption during the last week of December has garnered a tremen-
dous amount of attention, so I appreciate your opportunity to tes-
tify on behalf of the company regarding airline operations and con-
sumer protections.

I want to sincerely and humbly apologize to those impacted by
the disruption. It caused a tremendous amount of anguish, incon-
venience, and missed opportunities for our customers and our em-
ployees during a time of year when people want to gather with
their families and avoid stressful situations.

We understand that for many, this is perhaps the most impor-
tant trip they take all year. Again, on behalf of Southwest Airlines,
I am deeply sorry. Still, we have been mindful that an apology
alone, no matter how heartfelt or how often stated, would not suf-
fice. We immediately recognized we had to take care of our cus-
tomers.

And with regard to disruption, we did so, in a variety of ways,
allowing customers to rebook their travel at no cost, effectively dou-
bling our normal time for rebooking, granting all reasonable reim-
bursement requests for our customers’ out-of-pocket expenses, in-
cluding hotels, rental cars, meals, tickets in other airlines, and
other necessary expenses like replacement car seats and strollers
and pet sitting services.

We promptly processed refunds requested by customers for un-
used airfare for any Southwest flight canceled or severely disrupted
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during this period. We prioritized returning the bags to the proper
owners. I am pleased to report that except for a small percentage
of recent requests, we have completed all those steps.

And it has truly been an all-hands-on deck effort, and our people
will not let up until the requests are completed. We also made an
additional gesture of goodwill, 25,000 Rapid Reward points, roughly
a $300 value, to every customer significantly impacted by the dis-
ruption. So, why did this happen? Let me be clear, we messed up,
and I would like to explain to you how we messed up. In hindsight,
we did not have enough winter operations resiliency, from where
and how we de-ice aircraft, to the cold resistancy of our ground
support equipment and infrastructure.

Our high rates of cancellation in Denver and Chicago, where 25
percent of our flight crews are based, caused our crews to be dis-
placed. At this point, the disruption changed from a weather event
that all airlines experienced to a crew event that was unique to us.
And once again, when I say crew event, it has nothing to do with
the behavior of our employees, it has to do with how we manage
the crew network.

As the storm moved East, other Southwest airports of all sizes
in the Central and Eastern part of the country began experiencing
similar operational disruptions, and the cascade of challenges led
to ways of cancellations within 2 hours of departure. This over-
whelmed our crews scheduling processes and technology. We had
upgraded this system earlier in the year, but we are taking a fresh
look at it and other systems of how we should improve. Ultimately,
none of this is an excuse.

We need to make sure our operational resiliency and technology
are strengthened for future extreme weather events, no matter how
unprecedented. We owe that to our customers and to our employ-
ees. To that end, we have moved swiftly to make our systems more
resilient and reduce the risk of further disruptions.

We prioritized enhancements to our cruise scheduling software,
we strengthened our early indicators dashboard to escalate oper-
ational issues earlier, and we established supplemental operational
staffing that can quickly mobilize to support crew recovery efforts.
And we implemented organizational changes designed to improve
coordination among key divisions. We also are already several
weeks underway on improving our structural capabilities around
our winter operations.

Finally, Southwest is taking additional steps to more thoroughly
analyze the disruption and understand how the accumulation of
events led us to the end result, from internal department reviews
to engagement by our Board of Directors and Commission, and a
rigorous third party assessment. Based on all this work, we will
then reassess our current plans and make any necessary changes.

We will invest what is needed to execute that plan in a timely
and efficient manner. Let me conclude by reiterating that South-
west believes in building lasting relationships with the commu-
nities we serve. We are intensely focused on reducing the risk of
repeating the operational disruption we had in December, and re-
pairing the trust of our company has had and earned over a 52-
year history.
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I will certainly follow up with your constituents, Chair, when I
return to Dallas. And I thank you and look forward to answer your
questions.

[The prepared statement of Mr. Watterson follows:]

PREPARED STATEMENT OF ANDREW WATTERSON, CHIEF OPERATING OFFICER,
SOUTHWEST AIRLINES CO.

Chair Cantwell, Ranking Member Cruz, and members of the Committee:

My name is Andrew Watterson, and I am privileged to serve as Chief Operating
Officer at Southwest Airlines. Thank you for inviting Southwest to testify regarding
airline operations and consumer protections, with an understandable focus on
Southwest’s operational disruption during the last week of December.

First and foremost, I want to take a moment to sincerely and humbly apologize
to those who were impacted by this disruption. It caused a tremendous amount of
anguish, inconvenience, and missed opportunities for our Customers and Employees
during a time of year when people want to gather with their families and avoid
stressful situations. Again, on behalf of Southwest Airlines, I am sorry.

As a Company, we are intensely focused on learning from this event by taking
immediate mitigation efforts, undertaking department-level assessments and ac-
tions, and conducting a systemic review supported by a third party. Our Board of
Directors also has formed an Operations Review Committee to guide ongoing man-
agement efforts. We are committed to thoroughly examining our operation, route
network, processes, and technological capabilities to avoid putting our Customers
and Employees in that situation again.

While I am not proud of what happened, I am very proud of how our People re-
sponded. We have a long, proud record of delivering on Customer expectations. And,
when we fall short, we aim to do what’s right. This includes prioritizing Customer
refunds and reimbursements, which we have accomplished within government-man-
dated timeframes, as well as providing additional gestures of goodwill. We are work-
ing to repair the trust our Company has earned over our 52-year history, and we're
committed to being America’s most loved and reliable airline. I believe we’re on our
way to achieving that goal.

Why Did This Happen?

Let me be clear: we messed up. In hindsight, we did not have enough winter oper-
ational resilience.

Leading up to the event, our operations performed well throughout 2022 relative
to the rest of the industry. In the fourth quarter, we had seen our on-time perform-
ance of 80.0 percent improve over the prior year’s result of 72.6 percent and experi-
enced a multi-year high by achieving a flight completion factor of 99.1 percent. How-
ever, from December 21st to December 29th, Southwest experienced a historic event
with a combination of challenges we hadn’t experienced before. What began as a
Weai;cher event on December 21st turned into a Crew Scheduling event by December
24th.

As we normally do for large weather events, we developed a plan that included
pre-canceling flights to reduce activity to an hourly rate that was consistent with
our proven capabilities. However, the sub-zero temperatures, high winds, and frozen
precipitation were worse than forecast, which had a wide-ranging impact on our sta-
tion operations, especially at Denver and Chicago Midway. During this time period,
we struggled to keep the operation moving at these key airports due to a number
of factors, including the amount of deicing equipment and related infrastructure, the
effect of the extreme cold on jet bridge hydraulics and ground support equipment
fuel, and even, for example, the location of our gates and deicing pads. It became
clear that, with the storm severely disrupting our Denver and Chicago Midway sta-
tions concurrently, we did not have enough resiliency in our operation for the severe
effect this winter event had on us.

Due to these factors, among others, we could not execute the plan we had estab-
lished for operating during the storm. We were forced to cancel almost the entirety
of our flight schedule in Denver, which is our largest station, between the evening
of December 21st and the morning of December 23rd and in Chicago Midway, which
is our second largest station, between midday on December 22nd and through the
end of day on December 23rd.

Denver and Chicago Midway are two of our eleven Crew Bases where Flight
Crews begin and end their duties, and they collectively account for 25 percent of
Flight Crews. Flight Crews are generally assigned to three-day work periods where



34

they operate flights across our network. When flights in a Crew Base are cancelled,
the Flight Crews assigned to those flights are unable to begin their three-day pair-
ings. This leaves subsequent flights in their schedule uncovered. If the Crew can
be assigned to work, or travel on a later flight, they can catch back up to their as-
signments and aircraft. With such a large percentage of flights cancelled, for such
a long duration, in Denver and Chicago especially, the Southwest Airlines Crew
Network was under severe stress as we entered December 24th. Our Crew Sched-
ulers worked diligently to re-assign Crews, where possible, and use Reserve Crews
from the other Bases to cover the open flying.

As the storm moved east, other Southwest airports—large, medium and small in
size—in the central and eastern part of the country began experiencing similar win-
ter weather operational challenges. Communications among our Network Operations
Control (NOC), local Station Control Centers, and Crew Scheduling deteriorated as
the developing operational challenges continued. This lack of effective communica-
tion and coordination resulted in compounding, frequent, close-in flight cancella-
tions, rather than our normal practice of batched pre-cancellations further in ad-
vance of departure times. This created an unprecedented amount and frequency of
required changes to Crew schedules that overwhelmed our Crew Scheduling proc-
esses and technology.

Given the volume of ongoing flight cancellations, we, ultimately, decided on De-
cember 26th that the best course of action for getting back on track operationally
was to pre-cancel our flight activity by two-thirds for December 27th through De-
cember 29th. That decision gave us time to reset the operation by getting Crews and
aircraft into their needed positions so that we could return to normal flight levels
beginning on December 30th. That tactic proved successful, as we operated very
smoothly at those reduced levels. The fact that we were able to go from operating
one-third of our schedule from December 27th-29th, and, then, bounce back to a full
schedule on December 30th, with so few issues, is truly a testament to our People
and the tireless work they put into serving our Customers. However, at the end of
the day, our response to the severe weather and operational challenges did not live
up to our standards.

Since December 30th, our operational performance has been solid. The month of
January saw several ATC outages, historic precipitation in California—where we
are the largest carrier—and multiple snowstorms in Denver—which, as mentioned,
is our largest airport operation. Despite these headwinds, our on-time performance
was ranked third out of the ten largest U.S. airlines for January.

Crew Scheduling

To be clear, our Crew Scheduling software didn’t stop working during this event.
However, the pace and volume of close-in Crew and schedule changes over multiple
days left our Crew Scheduling professionals unable to efficiently address the state
of the operation. As the situation escalated and close-in cancellations grew, Crew
Scheduling simply couldn’t keep up with the overwhelming volume of changes, re-
sulting in individual Crew assignments not being updated in a timely manner.
Without updated Crew schedules, the Crew decision support software could not re-
assign Crews to solve for flights with Crew coverage issues. Of the three moving
parts in our point-to-point network—the flight network, the aircraft network, and
the Crew network—and as far as our technology is concerned, the disruption pri-
marily revealed a need to add functionality to our Crew Scheduling software to solve
for a large backlog of broken Crew pairings.

Since the disruption, we have prioritized enhancements to our Crew software. I
will address our other short-term mitigation efforts later. However, please know
that with the mitigations we have in place, we are confident in our flight network
and the schedules we have published for sale. The upgrade to the Crew software
will equip us to better handle recovery from a mass cancellation event.

Network Schedule

We are also aware that questions have been raised about our flight network. We
have been flying at or near the same flight activity levels over the past several
months and have continued at that level throughout January 2023 with high reli-
ability. Thus, we are confident in our ability to operate our published flight sched-
ules and respond to irregular operations, such as weather and ATC outages. We
have been purposeful in increasing our ratio of Employees to aircraft, which is cur-
rently the highest in our history, to support proper staffing coming out of the pan-
demic. In 2022 alone, we added more than 11,600 new Employees, and we intend
to continue significant hiring in 2023. Our flight network is also supported by so-
phisticated technology that regularly produces new aircraft solutions during more-
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routine irregular operations. These tactics further strengthen our operational reli-
ability in less-than-ideal conditions.

Immediate Mitigation Efforts

In the wake of this disruption, we have taken immediate actions. I have already
mentioned the upgrades to Crew Scheduling that are in progress. In addition, we
moved swiftly to put mitigation efforts in place to reduce the risk of future oper-
ational disruptions and help fortify our operational resilience. We strengthened our
early indicator dashboard that closely monitors operational health and alerts us if
we approach predefined operational thresholds. We enhanced and will continue to
add functionality to our existing tools for Crews to communicate electronically to
Crew Scheduling during irregular operations, and we established supplemental
operational staffing that can quickly mobilize to support Crew recovery efforts at the
first sign of a potential backlog. We also implemented organizational changes de-
signed to improve coordination and communication between our Network Operations
Control, Network Planning, and Crew Scheduling Teams. Finally, we are doing a
system-wide review of our preparedness for winter operations and will implement
?ny measures necessary to mitigate the risk of an event like this occurring in the
uture.

As a note, we had an opportunity to test some of these newly-implemented mitiga-
tion efforts during the FAA’s Notice to Air Missions (NOTAM) technology outage in
January. Our Network Operations Control Team worked around the clock in con-
stant contact with the FAA and the industry so that the NOTAM delivery process
was restored and valid before we pushed any of our flights. We prioritized Safety,
verification, and compliance, which is why we did not dispatch flights before the
FAA ground stop was lifted. We did not sacrifice Safety during December’s event
or the NOTAM event, and we simply won’t compromise on Safety at any time.

Comprehensive Review

As we continue to work on immediate efforts, Southwest is also taking additional
steps to analyze the disruption and understand how the accumulation of events led
us to the final result. As I mentioned, our Board of Directors engaged early on, and
the committee it has established will work with management and help guide the
Company’s response.

In addition to the ongoing analysis being conducted by teams in several depart-
ments such as Flight Operations, Inflight Operations, Ground Operations, Network
Planning, Crew Scheduling, Network Operations Control, and Operational Perform-
ance, we've also engaged an internationally-respected consultancy, Oliver Wyman,
to do a third-party assessment and make recommendations to inform other mitiga-
tion efforts—such as opportunities to improve performance on bad weather days.
We’ve also asked our unions to participate in the work that is being conducted. With
this third-party review, and our own review in hand, we will reassess the oper-
ational modernization plans we already had in place for 2023 and make any nec-
essary changes in light of the challenges we experienced.

Additionally, I would like to take a moment to address Southwest’s technology
and systems. We have a long history of innovation and continuous improvement,
and we have implemented numerous large-scale technology and business projects
over the past five years. We have always invested heavily in technology and will
continue to do so.

For 2023, we are currently budgeted to spend $1.3 billion of our annual operating
plan on investments, upgrades, and maintenance of our IT systems. Now, our inter-
nal review of the event, along with the work of our third-party consultant, will en-
able us to validate our go-forward plan and determine what sequence of improve-
ments is most appropriate in terms of supporting our Customers, Employees, and
technology infrastructure. We will dedicate the capital needed to execute that plan
in a timely, efficient manner.

Taking Care of Our Customers

As stated previously, we are keenly aware of the impacts that disrupted holiday
travel plans have on our Customers and their relationship with Southwest. An apol-
ogy alone, no matter how heartfelt or how often stated, would not suffice to make
things right. In addition to apologizing, acknowledging our shortcomings, and acting
to strengthen our operational reliability, we immediately recognized we had to take
care of our Customers.

Our pro-consumer actions included:

1. Implementing Dynamic Waivers, which allowed rebooking at no cost, between
December 19th and January 7th and increasing our normal two-week re-
booking timeline to 30 days for added Customer convenience.
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2. Making the unilateral determination that every flight disruption between De-
cember 24th and January 2nd was treated as “within the airline’s control,” re-
gardless of the actual cause, meaning that we would grant all reasonable reim-
bursement requests for our Customers’ out-of-pocket expenses (i.e., hotels, rent-
al cars, meals, tickets on other airlines, etc.), which have totaled hundreds of
millions of dollars to date.

3. Quickly creating a highly-visible, user-friendly webpage where Customers could
easily find information and directions on how to request refunds and reim-
bursements, and we implemented automation that allowed us to process those
requests quicker.

4. Promptly processing refunds requested by Customers for unused airfare for
any Southwest flight cancelled or significantly delayed during the disruption.

5. Prioritizing the return of bags to their rightful owners. This included delivering
bags to Customers’ homes with the assistance of outside vendors.

I am happy to report that, except for a small percentage of remaining reimburse-
ment requests, we have completed the action steps I just outlined. Importantly,
these actions go above and beyond applicable DOT requirements relating to airline
refunds and baggage and travel expense reimbursements for flights cancelled or sig-
nificantly delayed by an airline. It has truly been an all-hands-on-deck effort, and
our People will not let up until all requests are complete.

As a gesture of goodwill to our Customers, and in addition to hundreds of millions
of dollars in refunds and reimbursements, we gave 25,000 Rapid Rewards points—
roughly a $300 value—to every Customer who was significantly impacted by our dis-
ruption between December 24th and January 2nd. While the specific circumstances
that resulted in Customers being impacted differed, we felt it was important that
this gesture of goodwill go above and beyond regulatory requirements. It was simply
the right thing to do.

Finally, we recognized that our internal Customers—our Employees—were also
affected by this event. During an unprecedented set of circumstances, our People
were seen coming together, as they always do, to care for our Customers and each
other. Many volunteered to assist with the surge of Crew Scheduling and Customer
Service needs, and it was humbling to see the Southwest spirit at work under such
adverse conditions. On top of expressing deep gratitude, all operation frontline em-
ployees were paid gratitude and premium pay through the disruption and beyond.

Looking Forward

As we move forward, Southwest is focused on having the right People, equipment,
processes, and technology in place to efficiently operate the network in all conditions
when it is safe to fly. With the short-term mitigation elements that we put in place,
along with any other areas of opportunity that we identify, we believe we are well
prepared to execute our schedule with the level of reliability that Customers and
Employees expect and deserve.

As we evolve our schedule, nearly all of our planned 2023 capacity additions will
go to existing Southwest markets. These additional flights will help to add depth
and greater resiliency by providing better re-accommodation options for Customers,
Crews, and aircraft when we have weather or delays that create irregular oper-
ations. Importantly, our growth plans will also foster greater airline competition and
all of the consumer and economic benefits which more competition produces.

Southwest believes in building lasting relationships with the communities we
serve. We are the only major airline that has not ceased service to any U.S. airport
since the start of the pandemic. We’re also an airline with a proud history of no
bankruptcies since our inception in 1971—a 52-year record that no other airline can
match. We remain committed to being exceptionally pro-Customer and pro-Em-
ployee, and that includes operating a reliable schedule and providing consumers
with low fares, more nonstop itineraries, and exceptional service.

Conclusion

Let me conclude by reiterating that Southwest is intensely focused on reducing
the risk of repeating the operational disruption we experienced in December. We are
committed to running a great operation each and every day, and I have the utmost
confidence that our People, processes, and technologies will do just that. Above all,
I am beyond grateful to our incomparable Southwest Employees for running a safe
operation, restoring our reliability and resiliency, and providing excellent Customer
Service.

Thank you, and I look forward to answering your questions.

The CHAIR. Thank you. Ms. Pinkerton.
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STATEMENT OF SHARON PINKERTON, SENIOR VICE
PRESIDENT, LEGISLATIVE AND REGULATORY AFFAIRS,
AIRLINES FOR AMERICA

Ms. PINKERTON. Thank you, Chair Cantwell, Ranking Member
Cruz, for inviting A4A to be a part of this discussion today. As we
begin, I want to give a shout out to airline employees who have
done remarkable work in getting our customers safely to their des-
tinations throughout the pandemic and during the recovery.

I also want to express our sincere appreciation to the committee
for your leadership in working with us and our labor partners on
the payroll support program. As you know, PSP funds were critical
to keeping tens of thousands of employees on the job during the
most challenging time in the history of aviation.

It is not an overstatement to say that PSP was the only thing
standing between some carriers and bankruptcy. During those dif-
ficult days of the pandemic, we continuously said that restarting
our industry would be as challenging, if not more challenging than
the rescue. The good news is that air travel rebounded faster than
anyone could have predicted, but that came with growing pains.

Air carriers, though, quickly took action to address issues within
their control. I will talk more about that later. But the first thing
I want to do is address our commitment to our customers. Simply
put, airlines want their passengers to be repeat customers. They
compete fiercely on customer service. That is why U.S. airlines not
onl)(fi comply with legal requirements, but they go above and be-
yond.

On customer service issues, we put our money where our mouth
is. I will give you an example. Since the pandemic, U.S. passenger
carriers have issued more than $32 billion in cash refunds, that is
an average of $900 million a month, in addition to other forms of
compensation. And that is why refund complaints last year dropped
significantly and were under 0.01 percent.

Along those lines, we have absolutely no incentive to delay or
cancel flights. Safety is our top priority. If it is not safe to fly, our
planes won’t take off. Which gets me back to the factors for the
operational challenges in 2022. At the beginning of 2022, you may
remember, Omicron created unpredictable staffing and absenteeism
challenges for both the FAA and airlines.

The entire system last year experienced extreme weather, thun-
derstorms, flooding, not to mention hurricanes Ian and Nicole, and
a bomb cyclone. It is not surprising then for that the first 11
months of 2022, which are the months that DOT has published,
two-thirds of U.S. airline flight cancellations were caused by ex-
treme weather at 56 percent, and the NAS, national aviation sys-
tem, at 10 percent collectively.

In other words, 66 percent of the cancellations were out of the
carrier’s control. With that said, carriers take responsibility for the
34 percent of the cancellations that were within their control, and
they have taken decisive actions to address those issues. What did
they do? They reduced their schedules by 15 percent.

They have been on a hiring binge. We hired over 50,000 employ-
ees last year. We are at an all-time high record for the last 20
years. Our growth rate has been 2 to 3 times the job growth rate
broadly in the United States, and those are airline jobs that pay,
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on average 20—37 percent more than the average private sector job.
Now, there have been lessons learned from the pandemic.

Like most other airlines—or most other industries, airlines had
to change their staffing models. Several airlines indicate they need
5 to 15 percent more staff to deliver a smaller schedule. While
training and onboarding takes time, carriers are creating larger re-
serves, we are creating schedule buffers, and we are investing
record amounts in technology to ensure resiliency. It is well docu-
mented that the FAA is also facing staffing challenges, and as we
saw last month, FAA is working with antiquated technology.

On the staffing side, ATC has been saying for years that there
is a controller staffing shortage. We support 2023 omnibus lan-
guage that creates a process by which FAA and ATC are working
together to identify which facilities are short staffed. Follow up on
that is needed. FAA’s technology issues came into the national
spotlight last month when the NOTAM outage caused a nationwide
ground stop, the first since 9/11.

What didn’t receive as much attention were earlier in the month
when technology issues in Miami resulted in a day’s worth of long
delays for anyone traveling in and out of Florida. I am not placing
blame or pointing fingers. What industries are saying is that FAA
needs sufficient and stable resources to update their technology
along with accountability. We are pleased Secretary Buttigieg be-
lieves, like we all do, in the need to invest in the future and in in-
frastructure.

That infrastructure must include personnel and technology. In
closing, carriers are doubling down on our efforts to improve our
operational performance, but ensuring operational reliability is the
most critical action airlines and Government can take together for
a better customer experience.

Airlines are investing record amounts in their people, their tech-
nology, and tools to support operations and customers. It is paying
off. We saw strong operational performance for the industry as a
whole in the last 5 months of 2022, in the first month of 2023, and
we expect that to continue. Thank you.

[The prepared statement of Ms. Pinkerton follows:]

PREPARED STATEMENT OF SHARON PINKERTON, SENIOR VICE PRESIDENT,
LEGISLATIVE AND REGULATORY AFFAIRS, AIRLINES FOR AMERICA

Thank You

Airlines for America (A4A) appreciates the opportunity to testify on and bring a
broader context to the state of airline operations and consumer protections. We
value the Committee’s continued interest and focus on our industry and these im-
portant issues. We are thankful for the many members of this Committee who have
dedicated significant time and resources toward understanding the nuances and
logistical challenges our interconnected aviation system can face every day in order
to craft effective policies tailored to benefit safety, the traveling public and the men
and women of our industry. No better example of this leadership was the crafting,
enacting and implementation of the bipartisan Payroll Support Program (PSP).

PSP was critical to ensuring that U.S. airline employees remained on the job,
ready to go and able to provide essential services throughout the pandemic, includ-
ing transporting first responders, shipping medical equipment and eventually dis-
tributing vaccines. PSP ensured that U.S. airlines were able to make payroll and
protect the jobs of flight attendants, pilots, gate agents, mechanics and others
throughout the most harrowing months of the pandemic when the industry was in
dire financial straits.
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PSP was an overwhelming and widely recognized success—backed by labor unions
and management in addition to the bicameral, bipartisan support in Congress—that
kept employees on the job with a paycheck, healthcare and retirement contributions
without straining federal, state and local unemployment programs. Without PSP,
U.S. airlines would have been forced to implement massive layoffs, dramatically re-
duce service and cancel hundreds of aircraft orders.

While PSP was many things, it was not a panacea for addressing all the economic
impacts and unique challenges posed by a pandemic. However, it was an effective
and necessary policy that provided an important human capital bridge and system-
wide framework capable of responding to the resurgence in travel demand in 2022.
While 2022 operations were certainly beset by many factors and challenges, we
would not have seen or experienced the modicum of recovery without PSP. PSP was
a successful tactical investment in critical infrastructure and human capital that
put the U.S. well ahead of many of our international partners—and competitors—
who did not have the foresight to invest strategically. The entire aviation industry
is grateful for your work, vision and leadership.

2022/2023 Systemwide Operational Accountability

There is no doubt that 2022 was one of the most difficult operational years in his-
tory. However, air carriers took responsibility and quickly took actions to address
issues within their control. Airlines take customer service commitments very seri-
ously and, as a baseline, it is important to note that airlines have absolutely no in-
centive to delay or cancel flights and only do so when circumstances dictate. While
the details of any specific given delay or cancellation are contingent on the unique
operating variables that led to it, a wide array of challenges may contribute to the
decision. Variables can certainly include circumstances within the airline’s control,
such as maintenance/crew issues or IT failures, and air carriers routinely take full
responsibility and are accountable for those events both through Department of
Transportation (DOT) rules and regulation compliance and enforcement actions and
through the court of public opinion.

In fact, there are innate disincentives for air carriers to incur operational disrup-
tions, exemplified by the recent Southwest Airlines incident in December 2022,
which in part led not only to their participation in this hearing, but also to a DOT
investigation and the significant financial impacts and ramifications outlined in my
colleague’s testimony. I can assure you that no one at Southwest, or any other air-
line for that matter, takes these events lightly and ever wants them to happen. But
when they do, there is certainly no lack of accountability.

Conversely, we hope there can also be accountability and broader context applied
to other factors and variables that lead to delays or cancellations. While U.S. air-
lines are doing everything possible to make improvements to operational factors
within their control, there are many factors beyond their control—including extreme
weather, air traffic control (ATC) staffing or systems issues, airport power outages,
National Air Space (NAS) volume and law enforcement activity. One can also ques-
tion where the incentives and disincentives lie for ATC and NAS accountability, and
this is an area on which we would encourage the Committee to focus its attention
and oversight. As an industry, we are committed to addressing issues on our end;
the government, which is a critical component of our supply chain, should focus on
its end and take accountability for failings as well.
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U.S. Airline Flight Cancellations in 2022

Daily Flight Cancellations — 10-Day and 30-Day Moving Averages
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Analysis of 2022 data provides a good example for how broader review can provide
context to what is actually happening across the aviation system. While acknowl-
edging that DOT has not yet released data for December, for the first 11 months
of 2022, 66 percent of flight cancellations in the system were caused by weather (56
percent) and the NAS (10 percent) collectively, as our Nation experienced unprece-
dented weather events, ATC staffing shortages amid rising volume from commercial
aviation and general aviation as well as an increase in commercial space launches.

Further, at the onset of 2022, the country experienced several significant winter
storms and air carriers dealt with the unpredictable staffing/absenteeism challenges
caused by the Omicron variant. Moving into the Memorial Day holiday and the sum-
mer months, the system experienced significant thunderstorm activity, carrier staff-
ing challenges and numerous ATC facility and system challenges including staffing
issues that resulted in ground delay programs and ground stops, along with several
runway closures.

As we transitioned to the fall, the system had to deal with the impacts of Hurri-
cane Ian in September and Hurricane Nicole in November, among others, and in
the final week of December the country was hit with a bomb cyclone. Despite all
these events, preliminary data show that U.S. airlines completed more than 97 per-
cent of flights at U.S. airports in 2022—meaning that fewer than 3 percent of flights
were canceled.

In January 2023, despite two major Federal Aviation Administration (FAA) sys-
tem outages and several winter storms, airlines canceled just 2 percent of flights,
better than January 2018, 2019 and 2022.
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January Flight Completion Factor (%) for 2022 and 2023 vs. 5 Years Preceding Pandemic
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Some of the issues beyond the airlines’ control included:

o January 2: The FAA En Route Automation Modernization (ERAM) system had
a failure that forced the agency to order a ground stop, slowing traffic at Florida
airports. Also, there was reduced visibility in Orlando (MCO) and Fort Lauder-
dale (FLL) along with winter storms in the west that brought low visibility,
rain, and wind to San Francisco (SFO), as well as snow in Denver (DEN) that
extended into Minneapolis (MSP) and Chicago.

o January 4: Thunderstorms in Charlotte (CLT) and central Florida.

e January 11: Nationwide ground stop due to a FAA Notice to Air Missions
(NOTAM) system outage. Once the ground stop was lifted, airlines and airports
struggled with managing compacted demand and recovering diversions result-
ing in particularly acute cancellations at Ronald Reagan National (DCA),
LaGuardia (LGA) and CLT.

o January 25: Low visibility, snow and wind hit Chicago and Detroit; strong
winds and low ceilings impacted LGA.

o January 30-31: Low ceilings in Las Vegas (LAS) reduced arrival/departure ca-
pacity during high-volume periods; winter storms with snow, ice and unusually
cold temperatures impacted several airports in Texas and the Southeast.

2023: U.S. Airline Flight Cancellations
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Despite these many challenges, airlines remain committed to using every tool at
their disposal to provide a safe and smooth experience to the traveling public, and
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our industry will do all it can to maintain and continually improve operational reli-
ability.

State of the Industry

Jobs & Staffing. U.S. airlines have had an acute focus on staffing and have been
working diligently and continually to address operational challenges within their
control by hiring additional staff and adjusting schedules to improve reliability. As
2022 progressed, carriers proactively reduced their scheduled departures from their
initial levels by about 15 percent to improve operational reliability.

At the same time, like many other industries across the economy, airlines also
quickly had to adjust to new employment realities and modify pre-pandemic staffing
models. For example, in the second half of 2022, carriers continued to observe high-
er-than-pre-pandemic rates of absenteeism, and several carriers have indicated that
they now require 5-10 percent more staff to operate the same amount of pre-pan-
demic capacity. These factors led to aggressive hiring tactics that have resulted in
the U.S. passenger airlines adding 50,000 employees over the course of 2022.

In December, U.S. Passenger Airlines Employed the Most FTEs in 20 Years
In 2022, the Workforce Grew by ~50K FTEs — Monthly Job Growth Averaged 4,150

U.S. Passenger Airline Full-Time Equivalent* Employees (000s) Month-Over-Month Net Growth in FTEs
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In fact, as of November 2022, U.S. passenger airlines had their highest employ-
ment level in more than 20 years (since July 2002) and were adding jobs at a rate
more than twice that of the U.S. economy.

U.S. Passenger Airline Job Growth From 2019 Has Been Outpacing Overall U.S. Job Growth
December: Airlines Up ~4.3% From Corresponding Month in 2019 vs. Just 1.6% for the U.S. Economy

Change (%) in Employment vs. Same Month in 2019

5
9 4.3
3 :
2
1
0
1)
2)
(3)
(4)
i o a = & > = 5 = a ol >
o & = < et 3 = g s o 2 53
s
U.S. Economy -2-U.S. Passenger Airlines
Sources Bure o Labor Statsics (Sevies CELOOO0000001 [kl nonfarr, NSA) and ol pevate, NSALL arel Burea of Trarsportaion Statishes (US. sthedled passenges sifine FTES)
S %: Airlines for America

f

Carriers have also been focused on securing a pipeline of employees across the in-
dustry to accommodate future demand for air travel and have invested heavily in
new programs, including apprenticeships, pilot academies and partnerships with
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universities. These pathways offer tremendous opportunities, and airlines are proud
to offer high-quality, career track jobs that are well-paying and provide solid bene-
fits. For example, in 2021, per the latest data point available from the Bureau of
Economic Analysis, air transportation employees earned wages 37 percent higher
than the average private sector employee.

Comparison of 2021 Average Wages and Salaries for Selected U.S. Private Industries
U.S. Private Sector Average = $74,666 in 2021

Wages and Salaries ($000) per Full-Time Equivalent Employee (FTE), 2021
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Debt. Even with all the public and private actions taken over the course of the
pandemic, U.S. carriers amassed a significant amount of debt, which ended 2022
just shy of $150 billion in 2022. This debt comes with heavy cash outlays for inter-
est. In fact, net interest expense tripled from 2019 to 2021 and will remain elevated
through 2023. As of February 7, nine publicly traded U.S. airlines had published
their full-year 2022 results, posting just $2.5 billion in pre-tax earnings—a modest
1.3 percent pre-tax profit margin. Notably, that comes on the heels of $49 billion
in pre-lax losses recorded in 2020 and 2021 combined.

Airlines Have Coped in Part by Taking on Enormous Debt, With Heavy Cash Outlays for Interest
Net Interest Expense Soared From 2019 to 2021 and Will Remain Elevated Through 2023

“For 2021 and beyond, we anticipate a major deleveraging cycle as the industry will have no choice but to
address its significant debt load.” (Deutsche Bank, “Airline Industry Update,” July 1, 2020)

Year-End Total Debt* ($ Billions) Interest Expense, Net ($ Billions)
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Costs. In 2022, U.S. airline unit costs, including interest expense, were approxi-
mately 30 percent higher than in 2019. This includes the higher costs in the price
of jet fuel, which averaged 83 percent more in 2022 than in 2019 and, in January
2023, was 109 percent higher than in January 2019.



44

In 2022, Airlines’ Unit Costs Are Estimated to Have Averaged 29% More Than in 2019
Net Interest Expense per Seat-Mile Rose an Estimated 165%

U.S. Passenger Airlines: Cost (in Cents) per Available Seat Mile
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Jet Fuel Remains a Fierce Cost Headwind, With Jan-2023 Prices Up 109% From Jan-2019
Nationwide Spot Price Averaged $3.52 — Up 83% From 2019 and 120% From 2015

Argus US Jet Fuel Index™ (USD per Gallon)*
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Record Reinvestment. U.S. passenger airlines are reinvesting record sums in their
products to continually improve the customer experience, enhance operational reli-
ability, increase efficiency and reduce emissions. In addition to aircraft, facilities
and ground equipment, this includes a wide range of customer-facing technology ini-
tiatives that make it easier for travelers to shop for tickets and other services; check
in for their journeys and navigate airports; check or track bags; to modify their
itineraries; redeem vouchers or loyalty points; and to stay apprised in real-time of
changes to their flights during irregular operations.
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U.S. Airlines Are Investing Record Amounts in 2022 and 2023 in Aircraft, Facilities, Ground
Equipment, Technology and Other Capital Goods and Projects

Capital Expenditures (Billions) for U.S. Passenger Airlines
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This has also been matched by record investments by U.S. airports, supported
predominantly by rents, landing fees, parking fees, concessions, ticket taxes and
other revenues generated from airport customers.

U.S. Airports Spent a Record Amount on Capital Projects in 2021
Capital Expenditures and Construction in Progress ($ Billions) at Commercial-Service Airports
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Deregulation Continues to Benefit Consumers

Prior to the pandemic, we were experiencing what many have called the “Golden
Age” of air travel. U.S. airlines were flying a record 2.5 million passengers and more
than 58,000 tons of cargo each day. Those record numbers were in large part be-
cause of two main factors: affordability and accessibility. Accounting for inflation,
and including ancillary services, average domestic ticket prices fell 15 percent from
2014-2019, 22 percent from 2000-2019 and 44 percent from 1979-2019—the 40-
year period following the Airline Deregulation Act of 1978. Those lower fares made
commercial air travel accessible to nearly all Americans. Air travel was opening
doors, connecting loved ones and generating opportunity across all walks of life and
economic circumstances demonstrating that air travel is not just for the affluent
anymore.

While the financial repercussions of the pandemic will be felt for years, the value
proposition to consumers for air travel is still strong: it is affordable and accessible,
and airlines are reinvesting record sums to continuously improve the product. U.S.
airlines strive to provide the highest levels of customer service, and commercial air
travel in the U.S. is safer and more environmentally friendly than ever before
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thanks in large part to the competition and innovation unleashed by multiple dec-
ades of deregulated air service.

Airline Fares

In 2021, domestic air travel (including ancillary fees) was 55 percent less expen-
sive than it was in 1979. In 2022, inflation-adjusted fares averaged 6.8 percent
below 2019. U.S. airlines have maintained this level of affordability while facing sig-
nificantly higher costs, as detailed in the previous section.

Excluding 2020-2021, the 2022 Inflation-Adjusted “Airline Fares” CPI Was an All-Time Low
In 2022, Adjusted for Inflation, Airline Fares Fell 6.8% From 2019

U.S. Consumer Price Index* (CPI) for “Airline Fares” (Index: 1982-84=100)
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Competition, Consumer Protection & Reregulation

In November 2021, Compass Lexecon released a report?! entitled “The U.S. Airline
Industry: Myths vs. Facts’ which concluded that competition in the U.S. airline in-
dustry remains dynamic and robust, to the benefit of consumers, communities, the
U.S. economy and airline employees. The report also summarizes that:

Today’s airline industry offers consumers more choices among and between car-
riers competing with different business models than ever before.

The lack of entry barriers and more comprehensive networks made possible by
mergers has resulted in the average number of competitors per domestic city
pair increasing from 3.33 to 3.44 over the past two decades.

Lower cost carriers have entered hundreds of new routes and now carry nearly
half of all domestic passengers; nearly nine of ten domestic passengers have
lower cost carrier options for their travel.

Lower cost carriers (including new entrants) are growing several times faster
than the U.S. global network carriers and have hundreds of additional aircraft
on order to support future growth.

Mergers between the large network carriers have enabled them to regain their
financial footing and restore their growth, including to small communities that
depend on their large hub and spoke networks.

Lhttps: | [ www.compasslexecon.com [ wp-content /uploads /2021 /11 The-U.S.-Airline-Industry-
Myths-versus-Facts-November-17-2021.pdf
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From 2000-2022, the Number of Competitors per Domestic Trip Rose From 3.33 to 3.44

Made possible by 1) lack of entry barriers allowing rapid nationwide expansion of lower-cost carriers and 2) mergers of
complementary networks enabling large network carriers to offer competitive connecting service on more city pairs and
new nonstop service into markets they previously did not serve.

Average Number of Competitors* in Domestic U.S. Markets (O&D City Pairs)

3.33 3.39 3.44
2000 2010 2022
Source: Compass Lexscon anslyss of DOT DAD Survey data (D818} * Per DOT and GAO. carmyng of least &% of OAD passengers n the city par. average number of competfors is passenger-weighted Scross City pars
W, pirtines for America
B 6 aifines.org

Global Network Carrier Share of Domestic Passengers Fell From 73% in 2000 to 52% in 2022
In 2022, Ultra Low-Cost Airlines Carried 13% of Domestic Passengers

Share (%) of U.S. D tic O&D P s by Airline Business Model
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The facts and data show that passengers greatly benefit from vigorous airline
competition, which creates greater choice and service options. Congress recognized
the benefits to consumers when they acted on a bipartisan, bicameral basis to de-
regulate the airline industry in 1978. At the same time, Congress also recognized
that DOT needed to be a principled regulator and granted DOT broad regulatory
authority and charged the Department to regulate with three complimentary consid-
erations, which remain part of DOT’s mission today:

e Prevent unfair, deceptive, predatory or anticompetitive practices;

e Place “maximum reliance” on competitive market forces and on actual and po-
tential competition; and

e Maintain an air transportation system that relies on actual and potential com-
petition to provide efficiency, innovation and low prices, and to determine the
variety, quality, and price of air transportation services.

We acknowledge the need for a principled regulator, and our industry does not
oppose all regulations. Rather, we firmly believe that regulation of airline services
or practices should only be promulgated in response to proven market failures or
when DOT has evidence of the need for government intervention in the marketplace
to prevent actual consumer harm. We believe the same complimentary consider-
ations should be exercised by Congress.
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However, despite DOT’s robust regulatory framework and the broad authority in
this area, over the course of the pandemic our industry has needed to remain nimble
and vigilant to many well-intended, but sometimes unnecessary, mis-guided and/or
untimely, legislative and regulatory proposals. Some examples, among many others,
are:

e Refunds. Some in Congress and the DOT, through a Notice of Proposed Rule-
making (NPRM), have proposed significant changes to DOT’s airline refund re-
quirements even though U.S. passenger airlines have been and remain keenly
responsive to customers’ refund interests. We support many of provisions in
DOT’s proposal, such as getting to a single definition of what constitutes a sig-
nificant delay, but also have recommendations on how to ensure that some of
these provisions are clear and do not have unintended consequences. Today,
A4A member carriers abide by—and frequently exceed—all DOT regulations re-
garding these consumer protections, and there is no evidence of a market failure
or unfair or deceptive practices in this area. In addition to other forms of com-
pensation, the 11 largest U.S. passenger airlines issued more than $32 billion
in customer refunds, or $900 million per month, between January 2020 and De-
cember 2022. This includes $11.2 billion in 2022 alone, exceeding 2019 by al-
most 50 percent. The $32 billion in refunds issued by these carriers equates to
65 percent of their $49.6 billion in PSP receipts. It is also worth noting that
DOT received just less than one (0.86) complaint about refunds for every
100,000 U.S. airline passengers flown—a 90 percent improvement from the
2020 peak and airlines are working hard to reduce that number further in 2023.
Additional regulation is simply not necessary.

From 2020-2022, U.S. Airlines Issued $32 Billion in Cash Refunds to Customers
The 2022 Refund Tally Exceeded 2019 by 49%

Cash Refunds Issued (Billions)
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o Ancillary Fees. The DOT has issued an NPRM which proposes to reregulate the
disclosure and distribution of airline ancillary services and fees. A4A supports
consumer protection regulation that advances the DOT’s central obligation
under airline deregulation to place maximum reliance on competitive market
forces. Regulations that empower consumers to make intelligent choices in a
competitive marketplace are consistent with airline deregulation. However, reg-
ulations that would stifle innovation and interfere with a thriving marketplace,
such as those proposed in the NPRM, are fundamentally inconsistent with air-
line deregulation and will ultimately harm consumers. Competition—not gov-
ernment regulation—is the most reliable and efficient means to ensure air car-
riers deliver high-quality service, choice and value to their customers.

Similarly, some in Congress have proposed instituting government-controlled
pricing, establishing a private right of action and dictating private sector con-
tracts. These proposals would completely unravel the positive policy benefits
that consumers have reaped via deregulation of the airline industry; would de-
crease competition; and would inevitably lead to higher ticket prices and re-
duced services to small and rural communities.

A good example of the competitive market working is the evolution of change
fees where competitors started to eliminate change fees and others in the mar-
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ket followed. Notably, in 2022, revenues from reservation change fees were just
a third of what they were prior to the pandemic.

Revenues From Reservation Change Fees in 2022 Were One-Third of Pre-Pandemic Levels

Revenues (in Billions) From U.S. Airline Reservation Change Fees
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Stakeholders also have a number of effective and existing forums to transparently
discuss and debate consumer protection issues. For instance, at Congress’s direction,
the DOT re-established the Aviation Consumer Protection Advisory Committee
(ACPAC) in 2018 to advise the DOT Secretary in carrying out the DOT’s activities
related to aviation consumer protection. The ACPAC, with representatives of key
stakeholders (airlines, airports, state and local governments and consumer protec-
tion groups), evaluates existing consumer protection programs, recommends im-
provements to such programs and recommends new protection programs, if needed.

Additionally, airlines and other stakeholders also work closely with the disability
community and the DOT to proactively address accessibility issues. Similar to the
ACPAC, the DOT established an Air Carrier Access Act Advisory Committee (ACAA
Advisory Committee) in 2019 and includes committee members with expertise in ac-
cessibility, airline accessibility practices and aircraft design.

The ACPAC and ACAA Advisory Committees are valuable tools and provide a
transparent and public forum for consideration of data and evidence concerning con-
sumer protection issues. These Committees should be used as alternatives to rigid
and proscriptive regulatory mandates.

FAA Reauthorization

As this Committee begins debate on the reauthorization of the FAA, we respect-
fully request that policymakers restrain from adopting punitive policies such as tax
or fee increases or onerous rules and regulations that will otherwise hamper our in-
dustry, employees and customers. The cloud of the pandemic should not be used for
convenient legislative opportunism to reregulate or refashion what was a highly
competitive and burgeoning well-paid job creator prior to the pandemic. We should
be moving forward, not backward to the early 1970s.

We would also encourage the Committee to take serious stock and review of the
broader context and situational awareness we should all be attuned to going into
this reauthorization. The last FAA reauthorization was passed in 2018. However,
in the interim there has certainly been no lack of legislative activity which has in-
cluded the Aircraft Certification, Safety, and Accountability Act and the Infrastruc-
ture Investment and Jobs Act, both containing significant policy and funding re-
quirements—all of which have piled onto the FAA’s workload and responsibilities.

The U.S. airline industry is in the early years of a very long road to full economic
recovery; we also have an aviation safety regulator that is well behind schedule on
existing mandates and that is struggling to just maintain a legacy ATC system, let
alone operationalizing NextGen priorities. We would encourage Congress to fun-
damentally think about what needs to be done to structurally prepare the FAA for
what is to come. Both from a resource and organizational perspective, is the FAA
ready and capable of meeting existing demands along with the considerable chal-
lenges of the future like integration of new entrants into the ATC system? We think
the answer to that question is clearly ‘no’. Unfortunately, the FAA is on the preci-
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pice of being overwhelmed, if they are not already. Policymakers should keep this
in mind as the legislative process moves forward.

With that context and foundation in mind, we are hopeful you will also consider
proposals, among others, that address the following priorities:

e Adequate funding and accountability measures for ATC staffing and moderniza-
tion;
e Workforce challenges, including increased diversity and supply (i.e., pilots and
mechanics); and
e Increased resources for Sustainable Aviation Fuel (SAF) supply and related en-
vironmental improvements.
Conclusion

We are thankful for the opportunity to testify, and we look forward to working
closely with the Committee over the coming months on many of these issues. From
our perspective, the simple goals of the upcoming FAA reauthorization effort should
be long-term stability, predictability and a Congressional understanding of ‘do no
harm,” all components of an aviation policy that will serve the FAA, industry and
consumers well, especially at this moment in time.

The CHAIR. Thank you very much. We will turn to our—now, our
last witness, Dr. Clifford Winston, who is going to join us remotely.
Dr. Winston.

STATEMENT OF DR. CLIFFORD WINSTON,
SENIOR FELLOW, ECONOMIC STUDIES PROGRAM,
THE BROOKINGS INSTITUTION

Dr. WINSTON. Thank you for inviting me here. Can you hear me?

The CHAIR. Yes, we can.

Dr. WINSTON. OK, great. So, in my written testimony, what I
provided was a summary of academic research on the state of air-
line competition, the desirability of re-regulation or regulatory re-
form, and recommendations of policies that would improve the per-
formance of the airline industry.

And in a nutshell, what I basically argued was that the strength
of airline competition is quite strong, there is good strength there,
but I could not really identify a re-regulatory or new regulatory
policy that I thought would be helpful to consumer welfare, but I
could recommend some policies that had a basis in markets that
could greatly help travelers as well as even carriers, OK.

So, that is really what I am talking about. What I will do in the
oral presentation is I will talk about a key methodological point in
my summer, in my testimony, and that is the idea of a counterfac-
tual analysis, and then the substantive policy point, and that is the
idea of policy experiments.

This may sound a bit academic, but I assure all I make this con-
versational for you. OK, let me begin with the idea of a counterfac-
tual. A counterfactual is a type of analysis that has to be taken to
assess any policy, even mine. Any recommendations today, any-
thing I am going to recommend, you really have to run through a
counterfactual.

And what that is, is an understanding of the world within the
policy and the world without the policy, all right. The ideal
counterfactual is something that you see probably every year at
Christmas time, or at least seen it once. And that is the film, “It’s
a Wonderful Life.” What you see is a counterfactual for a human
being.
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They get to see what life would be like if they were never born
and compare that with the life that they are currently living now—
leading now. And there are problems with his current life, but you
learn that the world would be a lot worse off if the person were
never born.

Now we can’t run Hollywood type counterfactual for policy, so
what have we got in airlines? Well, to justify the case for deregula-
tion, what we did, if you compared fares and intrastate flights
which were unregulated in California and Texas, with the fares
and interstate flights from Boston to Washington.

Those are regulated by the CAB. And what we found is that the
unregulated fares in this counterfactual were substantially lower
than the regulated fares. And Congress was impressed by that
finding, and that helped lead to deregulation.

When we were in deregulation, how do we assess whether it was
a good policy? What we did was project up what regulated fares
would be based on the SIFL, which is what the CAB used to deter-
fmine regulated fares and compare them with actual deregulated
ares.

And again, saw a big difference between the lower deregulated
fares and the CAB, what they would have been regulated fares.
And in fairness to Southwest, they really deserve the lion’s share
of the credit or the benefits from deregulation.

Now the main point of all this is I can’t give you a counterfactual
how reregulation or new regulations would help. If I skim through
it, I am going to point out other things that are going to lead to
costs. They are going to offset what you see as benefits. OK, so
what can we do? Let me give you a different counterfactual.

Imagine the automobile industry and it does not allow foreign
cars to be made or sold in the U.S., no Toyota, no Honda, no
Maserati, whatever, right. Make it worse, there are no private
dealers, there is only public dealers in major metropolitan areas
like Minneapolis, Denver, and Atlanta. There is only one.

Now, this obviously is not a desirable state for the automobile in-
dustry, but I have just described the U.S. airline industry. There
is no foreign competition in the U.S. markets. All airports are pub-
lic and some places only have one. So, what I am suggesting is
allow—cabotage it, is allow foreign carriers to serve domestic
routes, privatize the airports where they have a vested interest in
helping consumers.

And I will add on, privatizing air traffic control is in many ways
having the same effects of increasing competition, OK. Now, it is
my final point, let me raise the policy experiment. You will hear
this and say this is too much. You know, we can’t let every carrier
in this country—we can’t privatize every airport. Fine, let’s do ex-
periments. Let’s do this for North America in terms of cabotage.
Allow Canadian, Mexican, U.S. airlines to serve all routes in these
countries.

In terms of airports, we don’t privatize all, but let’s privatize air-
ports in major metropolitan areas where there are at least three,
New York, San Francisco, L.A., and Washington. Let those airports
compete. Can they work with airlines to make passengers better
off, reducing congestion, putting in heated runways where appro-
priate to melt snow and ice, make things safer, and even try to
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vglork out a way to provide low-cost accommodations. This is the
idea.

So, I would say in summing up, Southwest did not make mis-
takes. DOT did not make mistakes. Congress does not make mis-
takes. People make mistakes. If you want to reduce the likelihood
of mistakes and you want people to be able to correct their mis-
takes, they need to be held accountable.

More competition will enable that to happen, and I hope you pro-
ceed with considering these policies. Thank you.

[The prepared statement of Dr. Winston follows:]

PREPARED STATEMENT OF DR. CLIFFORD WINSTON*, SENIOR FELLOW, ECONOMIC
STUDIES PROGRAM, THE BROOKINGS INSTITUTION

Introduction

Southwest Airlines’ cancellation of some 17,000 flights during the 2022 holiday
season provoked outrage among Southwest’s customers and caused an outpour of
empathy from the Nation’s dissatisfied fliers. Although Southwest’s flights were can-
celled because of a combination of poor weather conditions for flying and its anti-
quated technology for allocating its labor force to provide scheduled flights, the 1978
Airline Deregulation Act and the excesses of capitalism have been targeted by in-
dustry observers and commentators as the underlying cause of travelers’ poor treat-
ment. See, for example, the guest essays in the New York Times by Elizabeth Spiers
and William McGee. Consequently, policymakers have renewed their interest in
policies that could potentially improve air carrier operations and increase fliers’ sat-
1sfaction from commercial air travel.

My testimony discusses policymakers’ concerns about the adequacy of U.S. airline
competition and whether some form of industry re-regulation or new airline regula-
tions could increase airline efficiency, improve its treatment of passengers, and re-
duce fares. A concise journalistic overview of the contents of the testimony is con-
tained in this article. In what follows here, I draw on economics research to argue
that airline industry competition is strong and that carrier efficiency and travelers’
satisfaction with air travel would not be improved by re-regulation or new regula-
tions. However, I also argue that policymakers could take actions to strengthen air-
line competition and to significantly benefit air travelers by granting cabotage rights
to foreign airlines and by privatizing airports and air traffic control.

Airline Competition

The state of airline competition is important because it affects travelers’ fares, the
availability and convenience of service, and many amenities including but not lim-
ited to carry-on luggage space, meal service, seat comfort and spacing, and the like.
It is straightforward to show that airline competition has disciplined air fares given
that inflation-adjusted airfares were 60 percent lower in 2020 than in 1980, accord-
ing to Airlines for America. In addition, fare levels are low enough to allow most
Americans to fly—by 2020, 87 percent of the U.S. population had taken a commer-
cial airline trip.

Despite this evidence, critics of the state of airline competition raise concerns that
there is little choice of carriers because the number of carriers in the airline indus-
try has significantly decreased in the past few decades following a spate of major
airline mergers. However, airline competition occurs at the route level not at the
national level and the most heavily traveled routes, such as New York (JFK)—Los
Angeles (LAX), Los Angeles (LAX)—San Francisco (SFO), New York (LGA)—Chi-
cago (ORD), Los Angeles (LAX)—Chicago (ORD), and Atlanta (ATL)—Orlando
(MCO), account for a large share of all U.S. air travelers and those routes are served
by several carriers. Competition also exists on routes connected to smaller airports.
For example, after Delta made significant cuts in service at Cincinnati/Northern
Kentucky International Airport, Allegiant, Frontier, and Southwest added new serv-
ice. Similar changes are occurring at other former hubs, including Pittsburgh, Cleve-
land, Memphis, and St. Louis.

In chapter 7 of our forthcoming Brookings book, Revitalizing a Nation: Competi-
tion and Innovation in the U.S. Transportation System (hereafter Revitalizing a Na-
tion), we conduct a useful exercise that reveals the state of U.S. airline competition

*This testimony represents my personal views and does not reflect the views of the Brookings
Institution, its other scholars, employees, officers and/or trustees.
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by estimating the hypothetical effect on airline fares if Ryanair, a low-cost Irish car-
rier modelled after Southwest, or EasydJet, a low-cost British carrier, entered all
U.S. routes that were not currently served by a low-cost carrier. We find that the
effect of either carrier on U.S. fares is more modest than might be expected because
some 80 percent of domestic passengers in the United States are already flying on
routes that are served by at least one low-cost or ultra-low-cost carrier.

It is more difficult to quantify the effect of airline competition on many aspects
of service quality because they are difficult to measure. However, carriers have long
engaged in fare and non-fare competition; thus, the robust level of fare competition
suggests that carriers also are competing on service quality, but not necessarily at
the level that consistently satisfies air travelers.

However, where airline competition may be lacking, I argue that government pol-
icy is generally to blame, and I will explain how government policy can be reformed
to increase and expand airline competition that could potentially benefits carriers
and travelers.

Regulatory Policy

Re-regulating the airline industry or introducing new regulations would not lead
to greater competition. To understand this, it is useful to discuss how the empirical
case for airline deregulation was developed and how deregulation was justified after
it was implemented. Because nationwide airline deregulation and regulation never
occurred at the same time, economists developed what is known as a counterfactual
analysis where the actual effects of regulation were compared with the hypothetical
effects of deregulation or vice versa.

As Steven Morrison and I discuss in our book, The Economic Effects of Airline De-
regulation, economists estimated the potential effects on airline fares from deregula-
tion by comparing intrastate fares for flights in California and Texas, which were
not regulated, with interstate fares for flights of comparable distance, which were
subject to Civil Aeronautics Board (CAB) regulation. They found that the deregu-
lated intrastate fares were considerably lower than the regulated interstate fares.
Congress found this evidence compelling, and it helped to strengthen the case for
deregulating the airline industry.

To assess the actual effects of airline deregulation, Morrison and I compared fares
and flight frequencies on a large sample of routes in 1977, when the airline industry
was still regulated, with fares and flight frequencies on the same sample of routes
in 1983, when the industry had been deregulated for five years. After adjusting for
differences between the macroeconomies of those two years and fuel prices, we found
that lower fares and greater flight frequencies had netted travelers some $6 billion
in annual benefits (in 1977 dollars) from deregulation, while airline earnings in-
creased by $2.5 billion a year.

That evidence is based on the early years of deregulation. As a follow up study,
Morrison and I included a calculation in another book, The Evolution of the Airline
Industry, which compared what regulated fares would have been during the period
of deregulation into the 1990s using the Standard Industry Fare Level, which was
developed by the CAB to determine regulated fares and was still calculated by the
U.S. Department of Transportation for other purposes, with actual deregulated
fares. For this calculation, we found that, on average, deregulation led to fares 22
percent lower than they would have been had regulation continued, with an annual
saving to flyers of roughly $12.4 billion dollars (in 1993 dollars).

Finally, chapter 7 of Revitalizing a Nation quantifies the substantial contribution
that Southwest Airlines has made to the benefits from airline deregulation from its
entry on U.S. routes. We find that Southwest has reduced fares, on average, 30 per-
cent and that air travelers have gained $67.6 billion (2000 dollars) from its entry
during the sample period, 1994-2014.

Today, it is very difficult to construct a plausible counterfactual that would pro-
vide empirical evidence that re-regulation or some new regulation of fares would
benefit air travelers. For example, suppose regulators put a cap on air fares. The
airline industry has periods when they are highly profitable, but they also have pe-
riods when they lose a lot of money. Airlines cannot stay in business in down
times—and several have been liquidated—if they must sacrifice revenue that is gen-
erated when demand is high. So, if forced to sacrifice revenue due to fare regulation,
they will try to make up for lost revenue elsewhere and create other problems in
the process. To wit, paying employees less would mean more employee turnover and
a less experienced workforce; raising the price of checked luggage would turn cabins
into hand-to-hand combat zones for overhead space; jamming more passengers into
cabins would require narrower seats with (even) less legroom and longer boarding
times; and so on.
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How have other aspects of air travel fared under deregulation besides fares and
flight frequency and could new regulations improve any of those aspects? Impor-
tantly, the benefits from airline deregulation have been accompanied by improve-
ments in airline safety to the point where no major U.S. commercial airline has
been involved in an accident resulting in a fatality in the United States since 2009.

Airline congestion and travel delays have become worse since deregulation, but
this adverse trend is not attributable to deregulation per se. Instead, it is a con-
sequence of policymakers failing to align other public policies with the effects of air-
line deregulation. Specifically, deregulation increased air travel, especially during
peak periods, but airports have continued to set weight-based landing fees, which
charge aircraft that weigh the least, such as private planes, less than heavier planes
to use scarce runway capacity. This policy is perverse because smaller aircraft in-
crease travel delays more than larger aircraft increase those delays because smaller
aircraft require greater separation between aircraft to prevent wake turbulence. The
efficient policy 1s to charge all aircraft congestion-based takeoff and landing fees,
which vary with the volume of hourly air traffic. Thus, aircraft operations would be
spread more evenly throughout the day and would result in less congestion and
delays during peak travel periods.

Average load factors also have increased from roughly 55 percent during regula-
tion to more than 80 percent today, which has created more competition for luggage
space and tension in the cabin. This trend is attributable to the significantly lower
fares caused by deregulation, but it is difficult to reverse this trend without re-regu-
lation to raise fares. As I discuss, the trend could be reversed by policies that in-
crease competition and available seats.

Finally, deregulation has enabled airlines to unbundle various amenities with sep-
arate charges, such as checked luggage, seats with more legroom, and so on.
Unbundling prices for specific amenities enables travelers who prefer the lowest
fares to purchase them without paying for amenities they do not value and enables
other travelers to pay higher fares and receive amenities they do value. It would
be difficult for policymakers to introduce a regulation that mandates a specific
amenity at no cost without the regulation harming travelers in other ways.

In sum, whether policymakers seek to implement a new regulation to reduce
fares, increase seat widths, prohibit charges for checked luggage or seat selection,
require that all passengers be served hot meals, and so on, none of those regulations
are likely to be supported by counterfactual empirical evidence that they would ben-
efit air travelers on net.

Constructive Policy Improvements

The preceding conclusion is unlikely to appease travelers and government officials
who are still outraged by Southwest’s cancelled flights that ruined thousands of va-
cations and by travelers being stranded in airports with nowhere to sleep and little
food to eat. Is it possible to do something to potentially address air travel night-
mares even if they do not occur regularly?

Unfortunately, it is difficult to craft an effective policy to prevent an unantici-
pated disastrous air travel event beyond certain forms of terrorism. Freak storms,
human illnesses, mechanical failures, air traffic control disruptions, and events that
have yet to occur will always pose a threat to air travel and potentially ruin flights
for passengers, flight attendants, and pilots. However, those events affect a very
small share of the hundreds of millions of people who fly in the U.S. every year.

At the same time, it is possible to adopt policies that would enable the U.S. air
transportation system to become more robust and respond more effectively to unan-
ticipated events and would generally improve air travel. Those policies include
granting cabotage rights to foreign air carriers, privatizing U.S. airports, and
privatizing U.S. air traffic control.

Cabotage. The simplest way to understand the motivation for granting rights to
foreign air carriers to serve U.S. domestic routes is to consider a U.S. automobile
industry that prohibited foreign automakers, including but not limited to Toyota,
Honda, Nissan, Porsche, Mercedes, BMW, and Volvo, from manufacturing and sell-
ing their vehicles in the United States. Clearly, such a policy would greatly harm
U.S. consumers.

Currently, that policy effectively governs air travel on U.S. domestic routes be-
cause Air Canada, British Airways, Lufthansa, Singapore Airlines, Air France,
ANA, Emirates, and several other foreign airlines cannot serve domestic passengers
on a route that consists of an origin and destination airport in the United States.
The historical justification for the policy is that the U.S. military might need imme-
diate access to all aircraft during times of war. Politically, domestic airline labor
would mount significant opposition to additional competitive threats that could re-
duce its earnings. However, given the Nation’s increasing reliance on unmanned
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military aircraft and the weakened political position of airline labor in the wake of
deregulation, those arguments have lost much of their force.

Travelers on U.S. international routes have already benefited from policies that
promote competition. Beginning in 1992 with the Netherlands, the U.S. has nego-
tiated open skies agreements with some countries that deregulate fares and carrier
entry on the routes connecting the U.S. and those countries. In my paper with Jia
Yan, we estimate that travelers on routes subject to open skies agreements have
gained at least $4 billion annually and that they would gain an additional $4 billion
annually if the U.S. negotiated open skies agreements with other countries that
have a significant amount of U.S. international passenger traffic.

As noted, chapter 7 of our forthcoming book Revitalizing a Nation expands the
analysis of the effects on fares of competition between U.S. and foreign airlines to
the case of a foreign low-cost airline serving U.S. domestic routes that were not al-
ready served by a low-cost U.S. carrier. We found modest benefits, but we qualify
that finding as a very conservative estimate of the potential benefits of allowing cab-
otage because it does not account for the change in the entire global airline network,
including competition from other carriers on domestic and international routes in
all countries. Indeed, changes in the global network would probably be the largest
source of travelers’ gains from cabotage because carriers would seek to provide
seamless air travel throughout the world as, for example, travelers would be able
to use a single carrier from, say, Des Moines to Vienna, and reduce connections and
waiting time if connections were necessary.

Allowing cabotage would make it much less likely that low-density domestic
routes were underserved because passengers on those routes could provide feed for
international routes that originate in the US. Foreign carriers also would intensify
competition on higher-density routes, reducing fares and improving service quality.
Finally, foreign carriers could provide additional seating capacity, which could soft-
en the traumatic effects if a domestic carrier experienced a meltdown.

Privatizing Airports. Privatizing airports can be motivated by considering an ill-
conceived policy requiring all automobile dealers to be owned and operated by the
government. In addition, the policy would result in some large metropolitan areas,
such as Atlanta, Minneapolis, and Denver, being served by only one dealer and new
dealers rarely entering the national dealer network.

That policy essentially governs the U.S. commercial airport system, which consists
almost exclusively of public airports; Atlanta, Minneapolis, and Denver are served
by only airport; and only one new major commercial airport, Denver International
Airport, has been built in the United States since 1973. U.S. commercial airports
were private enterprises until the Great Depression, when they experienced serious
financial problems because of plummeting passenger demand. Government could
have given airports financial assistance so they could remain in the private sector.
Instead, they were put under the control of state and local governments, which had
the sole authority to issue bonds to pay for airport facilities and operations.

Because new airports rarely compete with existing airports and because existing
airports have little financial incentive to attract additional airlines and travelers,
competition between multiple airports in a metropolitan area is limited. Chapter 8
of Revitalizing a Nation finds that travelers flying out of metropolitan origins with
at least three airports pay lower fares, ceteris paribus, than travelers flying out of
metropolitan origins with only one airport; but that fares from metropolitan origins
with exactly two airports are higher compared with fares out of single-airport metro-
politan origins. In other words, our results suggest that the presence of two airports
1s not sufficient to induce competitive pressures to reduce fares (and their presence
may be counterproductive).

Our preferred explanation for this finding is that three or more airports com-
peting in a metropolitan origin facilitate more entry by low-cost and ultra-low-cost
carriers and facilitate competition on adjacent routes. In other words, the channel
by which three or more airports reduces fares is by generating additional airline
competition. In contrast, when two airports serve a metropolitan origin, they tend
to differentiate their service by developing distinct business models consisting of
network airlines primarily catering to international and domestic markets and
point-to-point airlines primarily catering to domestic markets. The distinct business
models do not reduce fares because they do not encourage additional airline com-
petition in the same markets.

Thus, although greater airport competition could reduce fares by increasing air-
line competition, such competition has not significantly developed because public
airports generally do not have the economic incentive to compete with each other.
Even worse, airports impede airline competition by erecting entry barriers, such as
exclusive use gates, and policymakers institute slot controls at highly congested air-
ports. Privatizing airports could therefore benefit travelers because those airports
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would have an economic incentive to compete by eliminating entry barriers and ex-
panding facilities to attract more airline service, which in turn would increase air-
line competition that reduces fares. New private airports that enter the system, es-
pecially in metropolitan areas served by only one or two airports, also would have
strong economic incentives to compete vigorously to attract more airlines and to pro-
vide adequate facilities for them.

A competitive private airport system also could improve air travel because private
airports would have an incentive to implement congestion pricing, which would
make more efficient use of runway capacity, and to adopt technological innovations,
such as heated runways, which would melt snow upon contact, reduce air travel
delays and cancellations, and improve safety. Chapter 8 of Revitalizing a Nation
quantifies the potential benefits to travelers, airlines, and Boston Logan Airport if
it installed heated runways.

Private airports also would have an incentive to work more closely with airlines
to improve airline service and facilities to benefit travelers. For example, it would
be in an airport’s financial interest to incentivize and to help, if possible, airlines
reduce the time they spend on their tarmac before departing, which frustrates pas-
sengers. Private airports also would have an incentive to explore the possibility of
providing low-cost sleeping accommodations should airlines cancel flights, which
would help reduce travelers’ anxieties and possibly reduce the cost of compensation
that airlines provide.

In sum, privatizing airports could enhance travelers’ flying experiences by pro-
ducing the expected benefits of competition; that is, more efficient operations and
new innovations that reduce costs and prices and improve service, and by producing
benefits from greater cooperation between airports and airlines, such as improved
operations and facilities that are more responsive to passengers’ preferences.

Privatizing Air Traffic Control.

The U.S. Federal Aviation Administration has long been criticized for its failure
to develop and operationalize a technologically modern air traffic control (ATC) sys-
tem, which could expand airspace capacity, reduce traffic delays, and enhance safe-
ty. Nav Canada, Canada’s ATC system, is seen as a model for the United States
to privatize, or at least corporatize, its system to improve ATC efficiency, tech-
nology, and effectiveness. Canada’s system improves on the U.S. radar-based system
to keep better track of aircraft in flight by using a constellation of satellites, which
updates the position, altitude, and velocity of aircraft much faster than radar and
provides considerable redundancy to ensure safety.

A privatized ATC system that adopts a satellite-based technology and expands air
space capacity could benefit U.S. air travelers by facilitating more aircraft oper-
ations and competition, enabling pilots to select faster routings, and making it even
more likely that U.S. air travel will continue to be extremely safe.

Final Comments

The fundamental challenge facing any transportation firm is to align capacity,
which must be purchased and scheduled in advance, with consumer demand. The
challenge to airlines is exacerbated by shocks to the macroeconomy, spikes in fuel
prices, terrorist attacks, and other unanticipated events, which make it more dif-
ficult for airlines to align available seat capacity with potential demand. In fact, the
U.S. airline industry as a whole has never made money during a recession.

However, Southwest Airlines has made money during a recession and is respon-
sible for a large share of the benefits to travelers from lower deregulated fares.
Clearly, Southwest has been doing something right. Yet, its mass cancellation of
flights during the 2022 holiday season has created waves of doubt about deregula-
tion and spurred calls for some type of government action.

I have argued that certain government actions, granting cabotage rights to foreign
airlines and privatizing airports and air traffic control, which promote airline com-
petition, are called for to enable the air transportation system to be more responsive
and robust to unanticipated shocks. The justification for this approach is that mar-
ket participants facing competitive pressures would be strongly incentivized to cor-
rect their mistakes and to improve the efficiency of their operations or they will face
financial failure. In contrast, government performance is generally static because
policymakers rarely have the incentive to reform their policies to enhance economic
efficiency. Evidence that shows the lack of efficient government policy reforms is
available here.

The U.S. government should not undo airline deregulation or open skies agree-
ments because those policies benefited the flying public and were not mistakes. In-
stead, policymakers should expand those policies by taking the lead in global airline
deregulation and by privatizing air transportation infrastructure.
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To be sure, those policies would represent a dramatic change and could pose pos-
sible risks to the public. Accordingly, it is appropriate for policymakers to first con-
sider policy experiments. For example, the U.S. could negotiate a fully deregulated
North American airline network with Canada and Mexico, where the three coun-
tries’ airlines would be free to serve any airline route in North America. The Euro-
pean Union has a similar policy for participating countries’ airlines. U.S. policy-
makers could then assess the effects of additional competition on travelers’ and car-
riers’ welfare and reform the policy as appropriate. Similarly, policymakers could
privatize airports in metropolitan areas that are served by three or more airports,
assess the effects of the policy, and reform it as appropriate.

In the final analysis, governments and companies do not make mistakes; people
make mistakes. People are less likely to make mistakes and more likely to correct
the mistakes that they do make in an environment where they are held accountable
for their mistakes. Increasing competition in the air transportation system is the
best way to hold the system’s participants accountable for their mistakes and to im-
prove air travelers’ satisfaction from flying.

The CHAIR. Thank you very much for your testimony. We will
now turn to questions. Five-minute rounds, and I ask my col-
leagues if you can stick to 5-minute rounds only because we are ex-
pecting a vote at 11 a.m. and also a briefing in the Capitol on the
Chinese balloon situation that I know many members are going to
want to attend.

So, hopefully we can get in through as many questions as pos-
sible. And depending on the interest of the committee, we will ad-
journ for a time period and come back to allow members, if we
haven’t finished up with their questions. But I also want to say,
this committee is going to make FAA reauthorization a very big
priority, so today I guess is a kind of a kickoff, if you will.

Not intended thus, but you, many of the witnesses have brought
up several issues that will, I think, attract more attention from us
in our discussion period about this. And we are having a NOTAM
hearing with the FAA, I think, next week, so we will continue the
operational issues into the future for sure. But I wanted to start
with that because I think the issue of operational control is very
important.

Mr. Watterson, you now plan to upgrade your system. And then
one of the things about Southwest again is that point-to-point serv-
ice that has more of a problem dealing with the weather event as
opposed to a hub model. When are you going to complete that up-
grade?

Mr. WATTERSON. Thank you, Senator. The upgrade to the cruise
system, I talked about.

The CHAIR. The dispatch—the flight dispatch system.

Mr. WATTERSON. So, please correct me if I am not getting your
question correct, but we are spending $1.3 billion in technology this
year, which is about 25 percent more than 2019. And that was,
again, 9 percent more than in 2018. So, we are moving our spend-
ing up faster than our revenue in our size, and we are upgrading
a number of systems with that. With regards to this event, our
crew scheduling software had a particular fault. It didn’t stop
working, but we lost—it fell down, so to speak, and overwhelmed.
And there is a specific

The CHAIR. I don’t think—my constituents’ point, I don’t think
they care about what—whether it was, didn’t go to full capacity,
had a glitch. They want to know if you are going to fix that system
and when?
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Mr. WATTERSON. Senator, tomorrow, the fix will go in and then
it will be live in a production system. It is already had two rounds
in our test system.

The CHAIR. So, that the same event, if it happened in a week,
we would have a different outcome?

Mr. WATTERSON. That technology would not stop functioning. As
I mentioned in my testimony, we believe our winter operations re-
siliency was the root cause and that will take longer to address.
And so, we will focus on that for the bulk of our time.

The CHAIR. OK. You are here today, and I very much appreciate
it. Your CEO didn’t want to show up. Now, we could have figured
out a way to get him here. But you are the operations guy, and I
thought, you know what, I really want to talk to him. So, I really
want to understand, because I have a lot of pilots here and they
are telling me that they have been telling you about this for a long,
long time.

And so, what I want to know, because a lot of people suffered a
lot because of this juxtaposed to other airlines and where they
were, and you just paid out a huge dividend.

So, people want to know, are these guys going to invest in the
technology that will make this system operational, so this will
never happen again?

Mr. WATTERSON. Thank you, Senator. We need to invest in tech-
nology, but also in our operational systems outside of technology
because the winter operations were too much for us. You are cor-
rect that other airlines were able to handle the winter weather and
we were not.

And so, to be able to better handle the winter weather, we need
more infrastructure at airports for de-icing. We need more de-icing
trucks. We need new technology systems with de-icing. We need to
weatherize our ground support equipment.

So, there is lots of work and lots of expenditures we expect to
p%"fgvent this from happening again, and that will be the bulk of the
effort.

The CHAIR. And so, what is the cost of that upgrade that you
need to do and when will it be completed?

Mr. WATTERSON. We are undergoing the assessment right now.
We are doing a top to bottom view of our winter operations, and
undoubtedly will be in the millions and millions of dollars, but it
won’t be until probably in March we will have finished the assess-
ment of exactly how much and where. We already know in Denver
and Midway we need substantial upgrades and we are already pur-
suing that with the airports.

The CHAIR. Do you understand the public’s frustration with this?
Do you understand that they want to know, and we are going to
get into a lot of technology issues, trust me, but I think they want
to know that you are going—your brand, yes, has been built.

And I definitely think Herb Kelleher would be here if he was the
CEO. He would have been here today because that is Herb. I actu-
ally sat with him on the Road to End Commission so got to know
a lot about his views on aviation. I think Mr. Murray, Captain
Murray is going to say that you lost operational control, and that
is the FAA’s oversight to make sure that you have operational con-
trol.
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So, if you don’t make the technology investment to keep up that
operational control, then yes, we should say something about that.
Now, Captain Murray, did Southwest Airlines lose operational con-
trol in the aftermath of the weather event?

Mr. MURRAY. My answer is yes. I think the written testimony
provides a lot of data and tells the story of how it did. Mr.
Watterson’s own written testimony, fourth paragraph under why
did this happen? He actually says, “we could not execute the plan
we had established for operating during the storm.” And I believe
that answers your question as well.

The CHAIR. What do you think it takes to get this system
changed and upgraded so that if we have another massive weather
event, that the point-to-point system that is unique to Southwest
doesn’t have the same kind of delays and outages?

Mr. MURRAY. Well, I think it is going to take a much more holis-
tic approach to operating our network. We love our network. We
think it is the magic behind Southwest. That is not our issue. Our
issue is, is when there is a disruption, then Southwest—it takes
Southwest much longer to recover.

And it is more for us, it is a process and how they program that
IT, in how they connect pilots to airplanes and flight attendants,
which is what causes the ongoing execution problems. So, that is
something that can be done relatively quickly.

They have to change—any pilot who is here, and these pilots
have come here on their day off, can attest to the chaos that they
go through when going to work. They don’t know where they are
going to go.

They don’t know where they are going to overnight. They don’t
know how long they are going to be on duty. And they don’t know
how long their overnight is going to be. So, it is holistic.

The CHAIR. Thanks. My time has expired, but I will point out
Ms. Pinkerton’s point about the overstaffing and scheduling. We
are going to see, when we look at this whole system and we have
all the airlines, we are going to find out that the people who
overstaffed had enough people to survive this the best. And the
Southwest ended up on the other end because of this technology
and the point-to-point system. But anyway, Senator Cruz.

Senator CRUZ. Thank you, Madam Chair. Thank you to each of
the witnesses. And thank you also to the many pilots and individ-
uals who are here for this hearing. And I know many of you are
Texans, and so, welcome to Washington.

We are glad to have you here. Kevin Murray, let me return to
what you and Chair Cantwell were just discussing. In the view of
the Southwest pilots, what caused 16,000 flights to be canceled,
and what needs to be done to prevent that from happening again?

Mr. MURRAY. Well, thank you, Ranking Member Cruz. Again, it
was a cascade of events that ultimately caused, you know, the fail-
ure in IT, the failure in its ability to keep up, the loss of where
pilots, where airplanes, and where crews were.

A failure of infrastructure. Our operations agents who have a
front row to our customers and board our airplanes weren’t sure
what was going on nor could get answers. So, it was a failure epi-
cally from top to bottom. We had crews that were on the phone,
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we have screenshots, 17 hours on the phone trying to get a hold
of someone.

Many of our frontline employees went above and beyond, and
were able to cobble together a crew, cobble together an airplane,
get passengers, and they did that on their own.

And so, when I said in my oral testimony that, you know, they
rely and they have continued to rely more and more on being sup-
ported by their employees, the employees are the ones that did the
Herculean task of kind of trying to recover.

Senator CRUZ. So, in your testimony, you expressed frustration
that, in your view, management was not listening to the concerns
of the pilots. Could you elaborate on that frustration, and do you
feel that the changes that are needed are being implemented now?

Mr. MURRAY. Well, so the pilots have been sounding the alarm
bells for over a decade. We have been the whistleblowers on this.
We have watched this progress and seen these meltdowns occur.

I have laid it out in my written testimony for you. We have seen
these meltdowns occur with more frequency and more severity. We
have tried to get them—we love our airline, and they have to be
better. And we are trying to partner with them. And I think that
is key.

The front-line operators, whether it is a baggage cart, whether
it is a fueling truck, whether it is a pilot, whether it is a flight at-
tendant, whether it is a customer service agent, all have front line
experience in seeing what goes on, and there has to be a
partnering. We are a very data driven organization at SWAPA.

We have provided them point-to-point solutions for their point-to-
point network. So, I think there has to be—this isn’t an IT fix, this
isn’t a plug and play. Again, it is got to be holistic and it has got
to be addressed, and it can be addressed tomorrow in a process.

Senator CRUZ. And to clarify, your criticism is not with point-to-
point model. Southwest is unusual. Most other airlines have a hub
and spoke model, whereas Southwest has a point-to-point model.

You are—and some members of this committee have raised con-
cerns with the point-to-point model. I will say as a customer, I ac-
tually find it very convenient. And there is a reason I am on a
Southwest flight just about every week of the year. But your con-
cern is not with the point-to-point model, is that right?

Mr. MURRAY. Absolutely not. I do believe that if you look at
Southwest Airline’s history in comparison to the rest of the indus-
try, since our existence, we have made money every year except
during 2020. The rest of the airlines have not.

And I believe that is the magic of our point-to-point system. I
think our customers love it. I believe it gives us a competitive edge.
More importantly, during downtimes, it provides some flexibility
and some agility to take advantage of times.

Herb Kelleher has a famous quote of that we have predicted 12
out of the last 5 recessions. And he—and it was our point-to-point
network that provided for that.

Senator CRUZ. Dr. Winston, some of the proposals that have been
discussed by Democrats on this committee, and indeed by President
Biden in the State of the Union address, involve the Government
regulating things like pricing, things like fees that customers are
paying, regulating things unrelated to safety.
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And let me be clear, I think it is an integral responsibility of the
Government, the FAA, to focus on safety and ensure safety for the
flying public. And I can understand the appeal of saying to people,
you don’t want to pay this fee or that fee.

I could understand the appeal of saying that every airline must
have only first-class seats and a free foot massage with every
flight, and that would make flying quite comfortable, but it would
also predictably drive up the cost of air travel and price many
Americans out of the market of being able to travel for work or lei-
sure.

So, Dr. Winston, what would the effect be of the regulations
being discussed for the flying public, and would consumers be bet-
ter off or worse off with the Federal Government regulating pricing
and fees and other aspects of airline travel unrelated to safety?

Dr. WINSTON. Thank you. So, I think the important thing here,
we need to be specific and we want to work with the counterfactu-
als so we don’t—it’s hard to understand if we go very general say-
ing, oh, regulation. I want to know, what regulation are we talking
about? And then we just spin through, OK, what is going to be the
full effect of that regulation? So, I will mention one.

Suppose we say that all checked luggage is free. You know, we
have to allow people to be able to check luggage and not charge
them. And, you know, on the face of it, that sounds a good thing.
People want to check their luggage. They don’t want to pay extra
fees. But then spin through what is going to happen.

Well, airlines are going to incur costs from that. And this is all
airlines, not just Southwest. And this is a competitive industry.
And they can’t incur these costs, they have to pass them on and
they will with higher fares. And we can continue to do this exer-
cise, but pretty much anything that I have heard thus far rec-
ommended. Now people complain about transparency.

That is a different issue. I mean, certainly airlines, and I don’t
really know why these—why companies do this, can say, look, here
is the full—here is the price, end quote, does not include in bold
letters extras. Put an asterisk and say, here are the extras So, peo-
ple know they have to pay for baggage, and so on and so forth.

So, that is in general what we can expect to see, and we can plug
in specific policies. Am I allowed to say something else?

The CHAIR. Well, if it is really very short, because we are over
this time and we need to get to various members.

Dr. WINSTON. OK, very short. All airlines run point to point. The
only flights that are not point to point are those that crash. South-
fvest really does not run that different a network than other air-
ines.

The CHAIR. Senator Baldwin.

STATEMENT OF HON. TAMMY BALDWIN,
U.S. SENATOR FROM WISCONSIN

Senator BALDWIN. Thank you, Madam Chair. Mr. Watterson, you
have undoubtedly heard directly from the families who have been—
whose travel plans were disrupted by the Southwest meltdown.
And many families from Wisconsin also reached out to me.

One gentleman, Paul, wrote to me about his very expensive at-
tempt to fly home from Florida to Milwaukee with Southwest. His
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flight was canceled twice at the very last minute, and while he was
waiting at the airport, he had no choice other than to spend an un-
expected $222 to stay at a hotel.

The next morning with no good options, he spent about $700 to
rent a vehicle and drive 23 hours home. Yes, Paul ultimately was
reimbursed by Southwest for those expenses, but he can’t really be
reimbursed for the time and frustration of being in that unaccept-
able situation which so many other travelers found themselves in,
because of Southwest cancellations.

So, Mr. Watterson, as you know, air carriers who accepted pay-
roll support program relief funding were banned from conducting
stock buybacks until last year. For me, this was an essential condi-
tion when we were writing the CARES Act. While Southwest has
not yet conducted any stock buybacks, it was the first major carrier
to reinstate stock dividends to shareholders.

My preference would be that you prioritize your customers the
highest of all. And so, do you plan on moving forward with any
stock buybacks prior to ensuring that your technology is fully pre-
pared to deal with a similar disruption in the future?

Mr. WATTERSON. Thank you, Senator. And I apologize once again
for the disruption your constituents experienced. It is indeed unac-
ceptable and we will endeavor to make our system more robust so
that does not happen again. And I am glad they are reimbursed.
The extent you have constituents that were not reimbursed, please
contact our office.

We will definitely follow up because we want to do right by our
customers even if they were unacceptably disservice. And I am also
very grateful for the Payroll Support Act and other follow-on bills,
and we took pains to maintain our end of the bargain not ceasing
service to any domestic airport, restrictions on buybacks, dividends,
and executive compensation, which you all find very appropriate,
and we are happy to abide by them. And yes, we did our recently
declared dividend.

We did that after we felt like we had enough funds to properly
fund both paying our employees top of the industry wages or at
least accruing for them, for funding giving generous benefits, fund-
ing purchase of our aircraft, funding for our IT department, and
also paying down our debt.

And so, essentially, we paid shareholders kind of at the end of
the line after we funded everybody else. And so, yes, Senator, we
will continue to fund what is necessary, and whatever comes out
of this review, we will fund what is necessary to achieve that.

Senator BALDWIN. All right. It is my understanding that some
airports that are serviced by Southwest were not receiving timely
information from the company’s leadership throughout the Decem-
ber meltdown.

This includes Mitchell International Airport in Milwaukee, Wis-
consin. Although Milwaukee is the only airport in Wisconsin that
Southwest serves, Southwest provides about 45 percent of the air-
port’s service. While the airport did its best to react to the situation
by securing affected passengers’ bags, it had little to no information
from the company about when they could expect the situation to
improve.
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Can you commit to providing clear and improved communication
with airports moving forward to ensure that they are able to pro-
vide the best service possible to their communities, particularly
during any future disruptions in service?

Mr. WATTERSON. Thank you, Senator. Yes. We are proud to serve
the Milwaukee area and provide them great air service. And I com-
mit to you that we will follow up and make sure we communicate
better with airports in such situations.

Senator BALDWIN. Thank you. Captain Murray, real quickly. The
Southwest Airline Pilots Association, SWAPA, has been raising the
alarm about Southwest’s technology not being equipped to deal
with a major weather disruption for years, as you have just empha-
sized, including a podcast that was aired just before the December
meltdown.

Given your members’ firsthand encounters with the shortcomings
of the existing technology, has Southwest done enough to ensure
SWAPA and other workers have a seat at the table with any forth-
coming technology upgrades?

Mr. MURRAY. Well, I think that is one—thank you, Senator. I
think that is 100 percent critical as we move forward. And it is got
to be—excuse me, it has got to be all of labor. And up to this point,
we have seen some minor touches and been included in two meet-
ings.

But really addressing our process failures and how that is going
to be programmed into our IT, the front-line operators must be in-
volved, and that is something that we are insisting on, and it is
something that I hope comes from this testimony today.

The CHAIR. Thank you. Senator Capito.

STATEMENT OF HON. SHELLEY MOORE CAPITO,
U.S. SENATOR FROM WEST VIRGINIA

Senator CAPITO. Thank you, Madam Chair. And I thank the
Ranking Member. And thank all of you for being here today. I will
say anecdotally in my office, I have had like 10 of my staff mem-
bers, I said, who was affected by what happened? About four of
th%m 1Zvere affected. So, that shows you the breadth of Southwest,
I think.

And they were all satisfied with the—while, a lot of frustrations
at the time and all of that, satisfied with the remedies that South-
west brought forward to them. So, I think, you know, if we are
going to find some good news here, I think that is a little bit of
good news, at least for those who I understand it may not be uni-
versal, but at least in those four, they were.

So, Mr. Watterson, your CEO, in an interview last week, said
that “it is a misconception that technology was the issue and
b}llamed more of the storm,” understanding that it is more than one
thing.

But I am hearing in the testimony and response to questions,
and the fact that you are putting a large investment in technology,
that it is, in fact the technology. How would you respond to that?

Mr. WATTERSON. Thank you, Senator. Yes, there were technology
issues during the disruption and we don’t dispute that, and we will
make the necessary investments there.
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All we were trying to say is, the problem or the root cause was
how we handled our winter operations, and that is where you will
see us put some focus over a multi-year period, because that is
what started the dominoes falling.

The last domino was the crew scheduling system not being able
to function as we would like, but it was the upstream stuff that
was a bigger problem that we are addressing.

Senator CAPITO. Well, I understand one of the other problems,
too, was de-icing. Say, in Denver, there was not enough de-icing
equipment. The plane sits out. You have got to come back around,
get back in line, and then you run into timing problems and other
things. How are you addressing that de-icing in those areas that
obviously—Detroit, I mean, Denver, Chicago need the extra equip-
ment. And I understand that is your responsibility, really, as an
airline to provide that rather than the airport?

Mr. WATTERSON. Thank you, Senator. And generally, yes, the de-
icing pads, some airports you must de-ice in specific location to
have the fluid recaptured. That is done in conjunction with the air-
port.

And so, we are meeting with Denver Airport February 14 to dis-
cuss this and following up also with Chicago, as well as other air-
ports as far as those infrastructure. But then the other equipment
staffing is our responsibility, and we are definitely evaluating ev-
erything and making the necessary investments from top to bot-
tom.

It is not just in those areas, but also technology used in de-icing,
our training, our procedures. We are looking at everything to see
what we can do to up our game so this doesn’t happen again.

Senator CAPITO. Yes, I saw a lot of heads nodding there in the
pilot population on that question. Another thing I have wondered,
did you ever run a worst-case scenario? I mean, certainly, you
know, you always want to plan for the worst.

But did you ever run a fallout scenario where you could antici-
pate a bad storm, you know, de-icing issues so that you could have
gone back to those trial runs to see how we can fix this more quick-
ly?
Mr. WATTERSON. Thank you, Senator. In regard to winter oper-
ations, what we look at is our throughput of how many aircraft per
hour we are able to effectively de-ice in different levels of storms.

And so, the initial plan that I referenced in my testimony was
based on our previous modeling of how much we could per hour
handle in our de-icing pads and such. In Denver and Midway,
those—based on history, those proved to be incorrect for this storm.

And that is why we need to go back and reinvest in those areas
so that we can more robustly achieve those throughput rates.

Senator CAPITO. All right. Well, I would highly recommend that.
I mean, that also could have brought up, I think, more quickly your
technology failures as well.

Ms. Pinkerton, we were talking about compensating customers,
and I know that some of my colleagues are pushing for an airline
consumer protection law similar to what they have in the EU.

How do you think, when we see what the response of Southwest
has been, would this change that or would it put—how do you
think that would impact what we saw as their response?
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Ms. PINKERTON. Well, as I mentioned in my opening comments,
collectively, the industry has refunded $32 billion since the pan-
demic. And I think that having an EU-type compensation in this
country would be a disaster. I mean, deregulation has been an
enormous benefit for consumers.

Senator CAPITO. A disaster in that it would be more costly to the
consumer or—?

Ms. PINKERTON. Absolutely. You know, you all are too young to
remember this, but it used to be that only the rich could fly. That
is not the case anymore, and we would like to keep it that way.

There is no doubt that deregulation has democratized air travel,
and, yes, a compensation system—and there have been analysis
that have been done of the EU system. It just adds cost. It doesn’t
fix the problem. Southwest and all of our carriers have made record
investments in our technology to make it more resilient, to recover
more quickly.

$21 billion this year. We are expecting $27 billion next year. We
need that money to continue to invest in our people, and our prod-
uct, and our customers.

Senator CAPITO. Thank you. And I would like to say to the men
and women that work in the airlines, particularly the ones flying
into places like West Virginia, although Southwest is not, thank
you for keeping us safe.

We—it is with great pride, I think, for us to feel, when we sit
down and then buckle in, that we are handled with great profes-
sionals who have our safety at the top of the list. So, thank you
all very much for that.

The CHAIR. Senator Klobuchar.

STATEMENT OF HON. AMY KLOBUCHAR,
U.S. SENATOR FROM MINNESOTA

Senator KLOBUCHAR. Well said, Senator Capito. Thank you, and
I agree. Thank you for all your good work. And thank you, Chair,
for having this really important hearing. We all know what hap-
pened. I know that, as we say in the Senate, everyone has said it,
but I haven’t said it.

But I know what happened in my state, and that is that in Min-
nesota, nearly 80 percent of Southwest’s flights in and out of our
Minneapolis Saint Paul Airport were canceled over the Christmas
holiday weekend. And meanwhile, the breaking in the crew sched-
uling led to a lot of overworked Southwest employees with little di-
rection on how to improve the situation.

We all know it is unacceptable, and I appreciate the apologies
and the comments about the changes that are going to be made.
Senator Moran and I Co-Chair the Travel and Tourism Caucus of
the Senate.

We are very focused on this, as I know the Chair is, and many
others. So, I worked with Senators Moran and Capito just recently
to introduce the NOTAM Improvement Act, which is a simple be-
ginning to all this with a task force to recommend improvements
to prevent future outages.

Representative Stauber from Minnesota, carrying it in the
House, it actually already passed the House. And I know there is
going to be many other ideas. I know that Senators Duckworth,
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Thune, Moran, Fischer, and Kelly, and myself are working on a bill
to expand the FAA’s workforce development, which is also a key
part of this, both at the FAA and the private airlines.

So, Captain Murray, in your testimony, you highlight how in No-
vember you warned about risks associated with crew scheduling
and IT systems. Why do you think your warnings were ignored?

Mr. MURRAY. Thank you, Senator. That podcast was one of many
warnings that we had relayed to Southwest either publicly, pri-
vately. And we have been trying, as is I testified a little bit earlier,
you know, we have tried to offer solutions where we see break-
downs.

And so, we have gotten very little traction in that regard. And
so, as we have moved forward, we have been expressing some very
dire warnings about how brittle.

Senator KLOBUCHAR. OK. I am going to go to you, Mr. Watterson.
Southwest recently announced a $1.3 billion investment to update
the technology. Is that going to get at the issues that Captain Mur-
ray raised? How is the money going to be spent?

Mr. WATTERSON. Thanks, Senator. Yes, the $1.3 billion is a 25
percent increase over 2019 pre-pandemic levels. So, we are increas-
ing our IT spend, obviously faster than our company is growing,
and we are going to use that across the operation, both in the crew
scheduling area, but also in our ground operations and flight oper-
ations area so that we can make sure that we have modernized our
operation.

Senator KLOBUCHAR. OK. Thank you. Ms. Pinkerton, in addition
to the operational challenges this winter, there were also disrup-
tions during the spring and summer of 2022. Part of it was post
COVID travel demand. What changes did airlines implement to
correct the operational challenges they faced during this time pe-
riod?

Ms. PINKERTON. You are absolutely right, carriers did learn les-
sons post-pandemic. We had to change our staffing models as a re-
sult of people being sick, increased absenteeism. The two most im-
portant things we did, we reduced our schedules by 15 percent in
2022.

And then second, we went on a hiring binge. We hired 50,000
people in 2022. And, you know, as I was saying earlier, carriers
have identified the fact that they need 5 to 15 percent more staff
to fly a smaller schedule.

Senator KLOBUCHAR. OK. Thank you. Mr. Watterson, different
subject, customer service. Senator Baldwin. I heard asked some
questions about it. Could you talk about what steps you have taken
to improve customer service in communication with passengers?
Senator Capito got at clearly some of the remedies.

Mr. WATTERSON. Thank you, Senator. Yes, we have implemented
improved ways for customers to inquire with us about refunds, bag-
gage return, and the like. And we have also made sure that we
stayed well within the DOT guidelines for how we reimburse and
refund customers who have had disruptions.

We pride ourselves on having high net promoter scores, so we are
making sure we have increased staff, increased investment to be
able to respond to our customers when they contact us.
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Senator KLOBUCHAR. OK, very good. I think you know how im-
portant I believe it is to have competitive airlines and have more
competition. So, I am with you hoping that this is all going to work
and that you get at some of these cyber issues because we can’t
have no competition in the airline.

And you are clearly, as we all know, and your employees are one
of the key competitors for people to get affordable. And I would put
a pitch in for Sutton Country Airlines of Minnesota as well on that
front.

Ms. Pinkerton, I mentioned this legislation to get—to strengthen
the resiliency and the cybersecurity of the NOTAM system. In your
view, ?how can we make sure something like this doesn’t happen
again?

Ms. PINKERTON. It is a great question. I think that thank you for
the for the legislation. I think that is a great first step. I will say
that I think that that is just the tip of the iceberg at the FAA.

Their capital budget has been stagnant for 14 years, so I think
we are going to see more and more—the program is 30 years old,
their facilities are 50 years old. I think this issue requires leader-
ship from the White House, OMB, DOT, FAA, and then Congress
supporting an ask for additional resources, frankly, and account-
ability—and accountability.

Senator KLOBUCHAR. Right. And as well, I am out of my time
here. And maybe I will ask you a question on the record later, but
just about the investment on the private side as well. It goes to-
gether.

Ms. PINKERTON. It absolutely does. That is something we need to
do together. We had record $21 billion worth of investment in tech-
nology this year, and we are predicting forecasting $27 billion next
year compared to the $2.9 billion that the FAA is doing. For 5 per-
cent of the GDP is what we support, so that is an important invest-
ment.

Senator KLOBUCHAR. Thank you. Thank you all of you.

The CHAIR. Senator Vance. Thank you. Senator Vance.

STATEMENT OF HON. J. D. VANCE,
U.S. SENATOR FROM OHIO

Senator VANCE. Thank you, Madam Chairwoman. Thanks for ev-
erybody for your time. But I want to start actually just asking,
maybe following up a little bit all that Senator Klobuchar talked
about and some of the antitrust questions, so I would like to direct
this to Mr. Hudson and then to Ms. Pinkerton, because I would like
to get, you know, both sides perspective here.

You know, there has been a lot of argument that the, you know,
if you look at margins in the airline industry, if you look at certain
geographic routes, if you look at certain practices, that there is
some evidence of consolidation and consolidation in a way that is
very anti-competitive and not in the best interest of consumers.

I would love to get your reaction to that. What do you think the
evidence is for consolidation? What do you think the evidence
against it is? Because I would like to understand, frankly, what is
going on.

Mr. HupsoN. Thank you, Senator. If we can look back at the his-
tory, 45 years since the Deregulation Act, what we see is originally
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there was a great profusion of new airlines that come into the sys-
tem. Then it causes instability and many of the older ones go bank-
rupt and there is consolidation.

We now have a system which essentially four airlines control
over 80 percent of all the domestic flights. They essentially have
an oligopoly. And the way we think you have to deal with that is
have reasonable regulation as well as competition. I would like to
quote two people who are really authorities in this who couldn’t be
here today.

One, Alfred Kahn is a former Chairman of the CAB and consid-
ered the father of airline deregulation. He said this about 25 years
ago when the problems we’re really raising that we have today,
these problems drive home the lesson that the dismantling of com-
prehensive regulation should not be understood as synonymous
with total Government laissez faire.

The principal policy failures over the past 15 years have been
failures on the part of Government to vigorously and imaginatively
fulfill responsibilities that we, and he is talking about himself real-
ly, in deregulating the industry never intended to abdicate. One
other person I would imagine——

Senator VANCE. Sorry, sir—because of the limited time. Thank
you, but Ms. Pinkerton, I would love to get your thoughts too.

Ms. PINKERTON. Absolutely. I will give you the evidence. And I
think the first piece of data, again is air fares, which are the fares
and the ancillary fees in the last 40 years have dropped 55 percent.

Flying used to be for the rich. It is not anymore. We want to
keep it that way. Deregulation has democratized air travel. It is
critical that we not turn the clock back on that. In terms of consoli-
dation, don’t forget, there were a lot of bankruptcies after 9/11 and
there was consolidation after that.

But has it produced? It has produced an industry where we have
fierce competition, we have low-cost carriers, we have ultra-low-
cost carriers, and we have global network carriers. A lot of people
like to make the global network carriers out to be the bad
boogeyman. The fierce competition from the low-cost carriers and
the lower cost carriers means they are carrying 50 percent of the
market today.

Global network carriers have lost market share. It has gone from
72 percent 20 years ago to 51 percent today. So, I think the evi-
dence is in the data. It is the customer service and airfares, and
the variety of airlines that are out there. 11 years—we just had
two new airlines get into this industry, Breeze and Avelo, plus the
other 11 airlines that are out there competing fiercely every day.

Senator VANCE. Thank you. I appreciate that both. And during
this last question, Mr. Watterson, just because this may have a pol-
icy implication, it may not, but how often do you get to talk to one
of the senior executives of America’s airlines, or one of America’s
biggest airlines.

And so, you know, I have heard this from constituents many
times. I have experienced this myself. You know, you go to the gate
and your flight is supposed to leave in 20 minutes. And yet the
flights that is supposed to take you to where it is supposed to go
has not even arrived.
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And of course, it has to deplane and all that stuff. And then, you
know, it is supposed to leave in 10 minutes and then you go and
ask the gate agent, is the flight going to leave on time? And they
say, yes, even though the flight hasn’t arrived yet. And then an
hour and a half later is when your flight actually departs.

I mean, that is a pretty common experience, I think, for a lot of
travelers across a number of airlines. I am just curious why you
guys do that. Is there a business practice that motivates that deci-
sion? Because it seems like it is pretty obvious to everybody the
flight is not going to leave on time, but there isn’t always trans-
parency about that fact.

Mr. WATTERSON. Thank you, Senator. And I apologize if you ex-
perience that in Southwest Airlines. The system—the situation we
often find ourselves in is more smaller times, not an hour and a
half.

But usually when the flights are maybe plus or minus 15 min-
utes, we are—we have two choices, be super transparent, and the
time could go plus or minus 5 or 10 minutes every 5 or 10 minutes
gr st%;k with the original time knowing that you are kind of a little

it off.

And so, a lot of times we have customer confusion or it is a de-
bate of like how frequently to update them knowing that time will
change frequently, or do you stick with the original time even if it
be off a little bit? So, there is probably not a very good answer in
the end on which way to go.

Senator VANCE. Thank you.

Senator KLOBUCHAR. Senator Markey.

STATEMENT OF HON. EDWARD MARKEY,
U.S. SENATOR FROM MASSACHUSETTS

Senator MARKEY. Thank you, Madam Chair. During the first 11
months of 2022, more than 25 percent of Southwest flights either
arrived late or were canceled. Southwest’s worst performance since
2014.

Southwest pilots have been sounding the alarm about these oper-
ational issues for years. Yet these warnings were apparently sum-
marily ignored. Mr. Watterson, did the Southwest Airline Pilots As-
sociation warn Southwest about the issues that led to the melt-
down, yes or no?

Mr. WATTERSON. Thank you, Senator. They warned us about
some of the issues that were part of the meltdown.

Senator MARKEY. OK. And why didn’t you do anything about it?

Mr. WATTERSON. Thank you, Senator. We were addressing part
of those issues. Obviously, it was unsuccessful, but with regard to
some of the crew scheduling, we had invested in those areas.

Senator MARKEY. Well, again, because you did not listen to those
warnings, catastrophic conditions were created for passengers by
the hundreds of thousands all across our country. So, that is abso-
lutely unacceptable. You were warned.

That mismanagement absolutely led to real pain, real harm for
families. In response to what happened, Senator Blumenthal and
I called on Southwest to provide a cash hardship payment beyond
refunds and reimbursements to help compensate for passengers
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suffering. Instead, Southwest gave each passenger frequent flier
miles.

Mr. Watterson, will Southwest commit to providing customers
with a cash hardship payment instead of frequent flier points, if
passengers desire that?

Mr. WATTERSON. Thank you, Senator. We believe being generous
with the reimbursements and giving frequent flier points is a pref-
erable way to compensate our customers.

Senator MARKEY. Well, unfortunately for those customers, those
payments are little consolation for passengers like Christine Pas-
tore and her husband, who were unable to visit their sick daughter
at the hospital on her birthday over the holidays because of South-
west cancellations.

Mr. Watterson, if an impacted passenger refuses to fly Southwest
again, will Southwest commit to providing the passenger with a
cash payment instead of the frequent flier points, yes, or no?

Mr. WATTERSON. Thank you, Senator, for the question. I think
we have plenty of opportunities for them to fly us. They choose to
fly somebody else, that is certainly their choice.

Senator MARKEY. It is their choice. Would you give them a cash
payment in order for them to fly on another carrier rather than
Southwest?

Mr. WATTERSON. No, Senator. We will not pay them cash to be
in another airline unless it is for reimbursement of a flight they
took in the disruption.

Senator MARKEY. And again, that just misses the whole point
about the customers, how they were inconvenienced, and how they
need to be compensated with cash. It is deeply disappointing to us.

For many passengers, the point system that you want to use is
just going to be useless. It is nothing but an empty gesture. And
I will say that 14 of the senators wrote you a letter asking you to
answer questions on this and get the answers back by February
2nd. It is now February 9th.

Obviously, your answers could have helped us to prepare for this
hearing, and it is unacceptable that Southwest did not respond to
the Congress in time so that we can be fully prepared for this hear-
ing.

Ms. Pinkerton, in your testimony, you write that 66 percent of
flight cancellations between January and November of last year
were caused by weather or the national aviation system. Here is
another way to look at that data.

More than one-third of cancellations were the airline’s own fault,
such as maintenance or staffing issues. Ms. Pinkerton, what per-
centage of flights were canceled in 2019 due to the airline’s own
operational problems?

Ms. PINKERTON. Senator, I don’t have that data at my fingertips,
but what I did earlier was say that we take responsibility when
cancellations are within our control. We acted very quickly in 2022.
We did two things. We reduced our schedule by 50 percent and we
went on a hiring binge. We hired 50,000 people in 2022.

Senator MARKEY. Right. Well, the answer is 28 percent, far less
than the 35 percent last year that is due to the airline’s own oper-
ational problems. And in 2018, it was under 25 percent. And in



71

2017, that figure was below 23 percent. So, again, this number just
keeps rising year after year.

There is a serious problem. In total, the airlines caused 53,000
cancellations in the first 11 months of 2022, more than double than
before the pandemic. Airlines also caused over 33 million minutes
in flight delays during that period, up 65 percent over pre-pan-
demic figures. That data tells a clear and obvious story.

Airlines failed travelers last year over and over. Passengers
missed birthdays and weddings. And Congress needs to put guard-
rails on the industry to stop this putting of profits over people, and
we also need to pass my Fare Fees Act so airlines stop nickel and
diming customers for basic airline services, including my Families
Fly Together Act, which reintroducing again today to prevent air-
lines from charging fees just so a mom can sit with a 5-year-old
daughter on a plane.

Ms. PINKERTON. Senator——

Senator MARKEY. It is absolutely unacceptable that airlines
charge for that service.

Ms. PINKERTON.—I have to make clear, none of the air freight
carriers charge a family seating fee. There are a couple of carriers
that do so, but that is not targeted at us.

But I also want to say, just on the whole ancillary fees, just be-
cause I know it’s a passion of yours, I wanted you to know ancillary
fees have actually been reduced over the last several years. In fact,
change fees are now a third of what they used to be

The CHAIR. OK. So, Ms. Pinkerton, we have to get on to other
people. This is an important issue and I guarantee you we will get
into a much heavier debate. But accountability isn’t reregulation,
and I think we will have a lot of conversation about how to grow
the airline industry and how to protect consumers.

Senator MARKEY. So, can I just say 10 seconds, 10 seconds. Cus-
tomers just feel like they are shaken upside down at the counter
for all these additional charge fees. It just has to.

The CHAIR. Thank you. Senator Duckworth, I am turning the
gavel over to you. I hope you will call on Senators Budd, and your-
self, and Senator Schmitt, and then recess us until after the secure
briefing.

We are going to take inventory to make sure that people do want
to come back and ask further questions, but we will take account
of that. But anyway, I am turning the gavel over to you to call on,
Senator Budd is next. Thank you.

Senator DUCKWORTH. Yes, thank you, Madam Chairwoman. Sen-
ator Budd.

STATEMENT OF HON. TED BUDD,
U.S. SENATOR FROM NORTH CAROLINA

Senator BUuDD. Thank you, Chair. And I thank the members of
the panel for being here today. So, Mr. Watterson, Southwest De-
cember failure disrupted the Christmas plans of tens of thousands
of Americans, as we all know. Families were unable to gather. Peo-
ple were left stranded.

Luggage was shipped all over the country, separating from their
people, from their possessions and sometimes even from their vital
medications and their appointments. Now, you have had to answer
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a lot today, but for the sake of the folks I represent back in North
Carolina, I would like to hear your answers to a few questions.

So, what steps are your airline taking to make sure that you are
ready for the next busy travel season, and also to deal with inclem-
ent weather?

Mr. WATTERSON. Thank you, Senator. Our plan involves three
buckets of actions. The first bucket is immediate short-term actions
we have implemented just after the disruption so that this exact
similar type of activity with regards to some of our crew scheduling
software and some of our decisionmaking were remediated.

We have a second bucket, which is each operations department
is going back and revisiting the disruption and understanding what
they in those departments could do better. That could be engine
covers and engines, you know, de-icing trucks, things of that na-
ture in these department.

And then third, we have a systemic reviews at the company level
where we understand how all the dominoes and sequence led to
that last domino. And so, that third one will be bigger changes that
we must fund over the balance of this year so by the next winter
season we are ready.

Senator BUuDD. Thank you for that. So, in 2022, I understand
that your operating revenues were around just shy of $24 billion
and Southwest spends about $1 billion on technology every year.
And I understand that you plan to spend $1.3 billion in Fiscal Year
2023 on technology upgrades, right, so far?

Mr. WATTERSON. Yes. Yes, that is correct.

Senator BUDD. OK, great. So, is roughly spending the same
amount of money on this issue going to fix what went wrong back
in December? So, here is the question behind the question, is it
really a technology problem or is it a management problem?

Mr. WATTERSON. Thank you, Senator. We have technology needs
that need to be addressed. So, we will spend incremental to that
$1.3 billion if necessary. If we find that there is technology that re-
quires additional—that is not already funded.

Number two, I mentioned earlier that we have some winter
weather capabilities which we need to invest. And so, I think that
is the biggest root cause we found so far, and so, that will take the
likely the largest amount of our effort and our funding.

Senator BUDD. Thank you. So, of all your annual technology
spending, was Southwest prioritizing its crew software for up-
grades prior to December?

Mr. WATTERSON. Thank you, Senator. We were—that spending
was across all operation. The crew spending was in the earlier
stages of its modernization, so to speak, whereas maintenance that
had just been finished and flight operations was about midway.

Senator BUDD. Sounds like it was in the mix, but it wasn’t the
priority. It was part of a total technology upgrade plan, it sounds
like.

Mr. WATTERSON. Thank you, Senator. It was more timing. The
timing doesn’t mean priority, so it is very important we will fund
it. But the maintenance system came first and then came our
ground operations, and now we are working on the flight oper-
ations.
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Senator BUDD. So, thanks to—Mr. Watterson, thanks to airline
deregulation, customers have many low-cost flying options and they
get to vote with their feet and with their dollars.

So, it is obvious that you all messed up and your customers, they
expect you to fix it. So, will you commit to keeping us informed on
the steps your company is taking to make sure that these melt-
downs never happen again?

Mr. WATTERSON. Absolutely, Senator. We will definitely follow

up.

Senator BUDD. Thank you. Well, again, I want to thank the
panel. Consumers, again, they get to vote on airline policies and
performance, especially with their feet, and that vote is where they
take their business.

Travelers should never have to experience what happened over
Christmas again. When carriers melt down, they need to fix the
problem and regain customers’ trust. Thanks to deregulation and
increased customer choice, airlines already have a powerful incen-
tive to provide services in ways that their customers find valuable,
and we should keep it that way. Thank you.

Senator DUCKWORTH. I will recognize myself, five minutes for
questions. Mr. Watterson, Chicago is home to Midway Airport,
Southwest’s second largest base of operations, and what happened
over Christmas was appalling.

We have heard many of these stories already today, and I am
going to add to them because it is important to keep telling these
stories because these are individual human beings who were sig-
nificantly affected. One Chicagoan who was scheduled to fly with
two young children to see their grandparents checked their coats
and the children’s car seats, only to be told their flight was can-
celed, and because of a staffing shortage, there was no one who
could return those essential items to them.

Imagine going without coats in Chicago in December. It is dan-
gerous, and so, is putting children, small children, in a car without
a car seat. It is actually illegal. I don’t know what a family like this
was supposed to do or how they were even able to get out of the
airport and home safely. Another Southwest customer with stage
four cancer got stuck in Chicago while trying to fly home for treat-
ment.

And the thing that I find so shocking is that while all these
delays and cancellations were happening, and passengers were call-
ing Southwest for help, it took hours to reach a live person, if they
ever reached a live person at all.

Mr. Watterson, will Southwest guarantee that passengers on
canceled flights will be able to reach a live person within a reason-
able amount of time when they call Southwest for help? Just say
yes or no. It is a simple question.

Mr. WATTERSON. Thank you, Senator. In a normal disruption, we
aim for a three to 9 minute average speed of answer, and that is
how we fund our union represented call centers.

Senator DUCKWORTH. What is your—what is acceptable to you in
terms of delay when it is not a normal disruption? Three days?

Mr. WATTERSON. Unfortunately, Senator, it is a disservice to all
your constituents that we had during that period of time, despite
having all of our people that were available working in on
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overtimes. There is no amount of people we could have put in place
to handle all the calls of that time because of the scale of the dis-
ruption.

Senator DUCKWORTH. OK. So, you won’t guarantee that in a can-
celed flight, especially in an instance like that, that anybody will
be able to reach a live representative from Southwest? That is
what you are telling me?

Mr. WATTERSON. Senator, in a day like today or analogous day,
yes, we will be able to. An exact repeat of that situation, I apolo-
gize, we can’t staff—there is no way we could staff that high.

Senator DUCKWORTH. OK, so, maybe they need to come to a sen-
ator and we will call a hearing, and then we will hand you pieces
of paper with names and phone numbers on them. That is how peo-
ple get reached. I mean, there are people still waiting to hear from
Southwest, to reach a live person, and it has been a month.

Mr. WATTERSON. I am deeply sorry, Senator. Our average speed
of answer yesterday was 2 minutes. And so, we have definitely
staffed. And to extent, people are not getting through, I deeply
apologize. And definitely, please hand me the piece of paper and I
will follow up.

Senator DUCKWORTH. For someone with a disability such as a
visual impairment, the inability to reach someone by phone at
Southwest is especially frustrating. Not all websites and mobile
apps are easily accessible for persons with disabilities, despite ex-
fti&g guidelines and industry best practices, and also law, the

DA.

Mr. Watterson, when was the last time Southwest reviewed its
website and smartphone app to ensure that it is fully accessible for
passengers with disabilities?

Mr. WATTERSON. Senator, thank you for the question. I am un-
sure of the exact time that we did the last review. I will say that
our Vice President over call centers is visually impaired, and that
is a passion point for him.

Senator DUCKWORTH. OK. Well, I want to know when the last
time that you reviewed was. If you could just get back to me, that
would

Mr. WATTERSON. Yes, ma’am, I will.

Senator DUCKWORTH. Thank you. Ms. Pinkerton, I am working
on legislation to require the Department of Transportation to audit
air carrier website accessibility. Given A4A’s recent accessibility ef-
forts, am I safe to presume that I can count on your organization’s
support for establishing such a requirement?

Ms. PINKERTON. I would be absolutely happy to work with you
on that. Senator Duckworth, I heard you loud and clear in your
previous statements, especially about the wheelchair damage. And
as you probably are aware, our CEOs recently recommitted to
doing better on accessibility issues.

I don’t know if you are familiar with that, but it includes having
an advisory committee at each airline, and the disability commu-
nity is part of that, to hear those concerns. We have also committed
to retraining all of our front-line employees and improving that
training.

And we have also committed to third, working with the disability
community, identifying barriers in planes, and studying and trying
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to develop standards to provide better access. So, I just want you
to know this has taken on a new level of importance at our organi-
zation and our CEOs. We are committed to doing better.

Senator DUCKWORTH. Well, I look forward to working with you
on it. For my final question, you know, what is particularly frus-
trating about this meltdown is that Captain Murray and others lit-
erally warned that Southwest was one bad storm away from suf-
fering serious disruption.

Clearly, Southwest failed to heed the warnings of its frontline
personnel. And I just have to say that we need to be reminded that
the air crews are responsible for people’s lives. This isn’t just about
lost luggage. These are professionals who commit every day to
keeping their passengers safe and to making—not just for getting
people from one place to another, but literally to safeguard their
lives.

And I think we often forget the role that aircrew members play.
Mr. Watterson, what specific steps is Southwest implementing over
the course of this year to earn back the trust of your flight crews,
your gate agents, and all the other frontline personnel who were
thrown into the breach by this collapse that many of your own per-
sonnel predicted could happen at the very next instance of signifi-
cant bad weather, and then it did? What are you doing to earn
back the trust of your crews and personnel?

Mr. WATTERSON. Thank you, Senator. That is a very important
point for us to do. And so, within our lessons learned work, we
looked at systemic issues we face here. We are involving our union
leaders, both in the input stage right now of what their opinions
of what went wrong.

We had a session with both our flight attendant and pilot unions,
as well as our other front line work forces, and we committed them
that once we have a comprehensive view of what went wrong, we
will then share the recommendations out of that and work with
them on developing the details of that, because I think the—involv-
ing them in the work to make sure this doesn’t happen again is the
best way to show engagement with them and to make sure it
doesn’t happen again.

Senator DUCKWORTH. I am going to ask you a question for the
record, and I want you to respond to me in writing. Please explain
this specific benchmark Southwest must hit in the coming months
and years to fulfill your promise that this will never happen again.
And make sure to address how the company would transparently
measure progress and hold executives accountable for missing
those benchmarks.

Mr. WATTERSON. Thank you, Senator. Yes, Senator.

Senator DUCKWORTH. Thank you. I now recognize my colleague
from Missouri, Senator Schmitt—my neighbor.

STATEMENT OF HON. ERIC SCHMITT,
U.S. SENATOR FROM MISSOURI

Senator SCHMITT. Thank you, Chair. I also want to just preface
this by saying it is an honor to serve on this committee. The State
of Missouri has had for nearly 50 years someone on this committee
to ask important questions and advocate for the people of the state.
Southwest, of course, serves Saint Louis and Kansas City. Probably
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the principal carrier, certainly in Saint Louis. I know in Kansas
City, too.

And so, I am not going to rehash a lot of the questions that have
been asked. I do want to ask, though, specifically on the IT and the
technology issues that have been identified as part of the problem.

What is the plan moving forward for that kind of maintenance
and repair? Is there a schedule that has been put forth from an
operational perspective? How are you guys addressing this in the
long term?

Mr. WATTERSON. Thank you, Senator. So, with regards to our
flight scheduling software, there is a specific issue we had during
the disruption and that one will be put in a fix we put in tomorrow
into production. But the overall flight scheduling system, we are
looking to upgrade, to replace that.

So, we have conducted a request for information from software
vendors to evaluate those, and we will be going to a request for
proposal here after we have the findings from our assessment of
what went wrong and after we reengage with our flight attendant
and pilot unions.

Senator SCHMITT. Now is that the Sky software?

Mr. WATTERSON. The system we call SkySolver, Senator, is what
has—for patch, for a lack of a better word, they will be imple-
mented tomorrow. SkySolver is a decision support tool, not nec-
essary a scheduling tool.

The scheduling tool underneath that is the one, that functioned
fine during the meltdown, is one that we are looking to replace
over the course of this year and next. And that is one we will en-
gage with our unions on.

Senator SCHMITT. OK. And then, Dr. Winston, I have a question
for you. Are you there, Dr. Winston? No longer?

Dr. WINSTON. Yes, I am here.

Senator SCHMITT. OK. There we go. Thank you, and I know that
we have obviously been very focused on what happened with
Southwest, but there was more disruption in travel in January.
And as you may recall, thousands of flights couldn’t take off be-
cause of a failure of the FAA’s NOTAM system.

And I think it was Captain Murray that mentioned the normal-
izing of organizational drift. And I want to address that here with
the Department of Transportation as it considers more red tape
and regulations. In December of 21, 2021, the system known as the
Notice to Airmen System was changed to the Notice to Air Mission
Systems to be, as I quote, “more inclusive to all aviators in mis-
sions.”

And with the 2023 FAA reauthorization bill approaching, how
can we ensure that the FAA stays true to its mission of making
sure that it is the safest, most efficient aerospace system in the
world as opposed to this kind of virtue signaling?

Dr. WINSTON. I think the position that we have had now for
many, many years is that it is really a bad idea to have the FAA
both be a regulatory agency and a technology agency. It is not real-
ly equipped to do both.

And I think the general recommendation is that we split the
FAA to a regulatory part and the technology part. And that the
technology part should be privatized, and the model for that is Air
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Canada. And I think that is really where we can make progress.
And as you know, the FAA has been talking about a new air traffic
control system for decades, and repeatedly it is found to be over-
budget, behind schedule, but most importantly, it is behind the
technology.

You know, other countries have satellite-based air traffic control.
You know, give much more freedom to more efficient flight paths
to pilots. We don’t have that. We still have a radar-based system.

And that is obviously something that puts us behind. So, I think
the recommendation of legislation that has been around for quite
a while is separate FAA into a regulatory group, and then have a
new group to do work on the technology, is sound, and that is what
I would suggest that you focus on.

Senator SCHMITT. And Dr. Winston, just a follow up on that, do
you know how much time was spent, again, trying to address this
kind of language as opposed to putting that time and effort into
making sure the system works best for customers, and that it is
on time, and it is safe? Because this is not the first time the De-
partment Transportation has engaged, again, in this kind of virtue
signaling. Are you aware of how much time, or how could that time
be better spent?

Dr. WINSTON. Well, if we are interested, frankly, in improving air
travel, and reducing delays and cancellations, start with the air-
ports. I am serious. Introduce congestion pricing at airports. That
could make an incredible difference in terms of the efficiency of the
system.

Senator SCHMITT. Thank you. Thank you, Madam Chairman.

Senator DUCKWORTH. Thank you. As you can see, many of the
members have gone to vote. We are voting on the floor right now,
so I am going to put the hearing into a recess, subject to the call
of the Chair. Thank you.

[Recess.]

The CHAIR. The Senate Commerce Committee will reconvene. I
appreciate our witnesses dealing with the Senate schedule and the
secure briefing that members are attending. The briefing part has
ended. The members are in their questions.

So, I do believe that we will get rejoined with some of our col-
leagues here who didn’t get a chance to ask questions. And hope-
fully in the next half an hour or so we will be able to wrap up those
who are interested in asking questions today. So, if you can bear
with us, we appreciate it.

While we are waiting for colleagues to arrive, you know, one of
the issues that we definitely want to look at in the FAA bill, and
something that came up in the conversation, maybe I could get a
little bit of input on is, what is this staffing capacity issue? Does
anybody have a number for it?

Does anybody have a percentage of increase over what our cur-
rent system is that we think that we need to be skilling and train-
ing for that would help us build the kind of capacity that we need?
We can talk later about whether we think the model that, say,
United or other people have, which is I think a little bit about over-
staffing and thus being able to handle outages and systems better.
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But let’s just get an idea of what people think are the issues for
staffing right now, that we need to do an upskilling for the work-
force that we need.

Ms. PINKERTON. So that I am clear, Senator, are you talking
about the FAA or the carriers?

The CHAIR. I throw it all in. I care about an aviation system that
works. The safety and security bill that we have worked on clearly
identified the needs of the FAA. We feel like the FAA needs a lot
more technical workforce to keep pace with the level of innovation.
But we, I am sure my members from both sides will show up and
say that, you know, their economies are constrained by lack of pi-
lots.

You know, I have an airport in my state, Wenatchee, where peo-
ple are telling them, well, we can only have one flight a day be-
cause we don’t have enough pilots. We can’t have rural economies
basically just stranglehold because we don’t have enough pilots, so
we need to figure this out.

So, anybody who has a thought on where we need to go in build-
ing capacity, that way—OK, we will go right down the line.

Mr. HubpsoN. Thank you, Senator, for that question. We think
that there are a number of things that could be used to take care
of that problem. Right now, the airlines set their own requirements
for reserved capacity, whether it is personnel or equipment. There
are no minimum standards set by the Government.

So, we think that there needs to be some minimum standard for
that. Because the way it is now, some airlines are actually oper-
ating on negative reserves. So, in a perfect day, they cancel at least
1 to up to 3 or 4 percent of their flights. That saves them money.
And as I indicated in my earlier testimony, we need to change the
financial incentives from offering bad service that is profitable, and
in this case, unreliability or unsafe, to service that is good for the
system and good for the consumer.

With regard to supply of pilots, we made a number of suggestions
in June of last year, and it is attached to my testimony. Two of
them were to authorize temporarily raising the age of mandatory
retirement from 65 to 68 with good health. The second one was to
offer temporary visas to foreign pilots that are already authorized
by the FAA to fly to and from the United States, to fly temporarily
within the United States.

And a third proposal is to set a minimum wage for commercial
airline pilots because we have increased the hours up to 1,500 as
a minimum. But the, in many cases, the starting pilots especially
are at a very, very low wage and that restricts supply, as two of
those other things.

The CHAIR. Thank you. I see my colleagues have arrived. I don’t
know whether Senator Blackburn is ready to go. She is ready to
go. Senator Blackburn.

STATEMENT OF HON. MARSHA BLACKBURN,
U.S. SENATOR FROM TENNESSEE

Senator BLACKBURN. I will pick up right where you are. Senator
Graham has a bill that would allow pilots——

The CHAIR. Is your microphone on?

Senator BLACKBURN. Yes.
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The CHAIR. OK.

Senator BLACKBURN. It is. Is it picking up? OK. That would
allow—Ilet’s see what he calls this thing, Let Experienced Pilots Fly
Act. And it would allow pilots to fly up into age 67. So, what I
would like to hear, Mr. Watterson, let me start with you. See what
you think about that and then let’s see, is it Captain Murray? I
would like to hear from you on this also.

Mr. WATTERSON. Thank you, Senator. I would respectfully say
that I think more can be done on the other end of the spectrum
so to speak. It takes far too much money for an airline pilot to go
through schooling and get the experience to qualify to become an
airline pilot. Other professions in the United States receive Govern-
ment assistance and education process, and that is not, to a
fulltime, available to pilots.

Senator BLACKBURN. Well, that takes time, sir. So I am talking
about alleviating issues today. I live in Nashville. Fly you all a lot.
I know sometimes we have grouchy flight attendants in some
planes, people that are overworked. I talk to pilots. They are doing
yeoman’s work, and God bless them all, and all the ticket agents
and gate agents that worked so hard through this debacle.

So, this is something that could be done in the short term. You
are talking about a long-term fix. I am talking about today. So just
answer me, yes or no, would you support that?

Mr. WATTERSON. Thank you, Senator. Unfortunately, I will defer
{:o Captain Murray. We stand behind our pilots with regard to age
imits.

Senator BLACKBURN. All right, Captain.

Mr. MURRAY. Well, and mine won’t be a simple yes or no. I be-
lieve very strongly, especially with FAA reauthorization, that a lot
of our issues with where the pilot shortage is occurring is at the
evaluation level, and FAA availability to really test pilots and help
them come up and get through check rides.

And so, moving forward, that is where we have to address it, is
really at the cradle. I have spent a fair amount of time with——

Senator BLACKBURN. Well, and I agree with that. And when we
do the FAA reauth, we can have those discussions. A part of that
is someone who is 65 years old today and is going to turn 66 next
month, and they are in good health and they have a great record
and they want to continue to fly for a year or two. It is allowing
Ehem to stay and to continue to work. That is simply what this bill

oes.

Mr. MURRAY. And what we saw in 2008 with the age 60 to 65
had some caveats in there as we—having to do with medicals, hav-
ing to do with who flew. There were ICAO issues. And so, we would
have to see how that is addressed in allowing from 65 to 67 or 68,
and however that is.

Senator BLACKBURN. OK. All right. Thank you for that. Let’s see,
Ms. Pinkerton, I want to ask you about this. We have seen fuel cost
escalate, and I know for years Southwest had done a pre-purchase
on their fuel and they kept the costs low. It helped with their ticket
price.

And right now, one of the things that I hear from pilots and oth-
ers is the accelerated cost of fuel and the effect that that has had,
and how airline companies are having to take funds that were set
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aside for other activity and place it to cover fuel cost. Give me your
read on that. What do you see?

Ms. PINKERTON. Well, definitely fuel prices in 2022 were up 87
percent over the prior year, so there is no doubt. And then in the
month of January, we saw it go up even further.

So, it is the price of oil, but we also have a unique situation with
jet fuel has to be refined separately, and we have got, frankly, re-
finery shortages in this country——

Senator BLACKBURN. So, supply chain issues

Ms. PINKERTON. Exactly, exactly

Senator BLACKBURN. OK, let me—Mr. Watterson, how has the
increased cost of fuel affected you all? Did that take money away
from other projects like enhancing your technology?

Mr. WATTERSON. Thank you, Senator. We are—it doesn’t take it
necessarily directly away from our other projects. We are experi-
encing elevated both fuel costs, but also what is called the “crack
spread.” The difference between the price of o0il and the price of jet
fuel is elevated because of refinery capacity issues.

Senator BLACKBURN. Thank you for that. Madam Chairman, I
hope that as we look at this issue and look at FAA reauth, that
we will hear from some of the other airlines about their response
on this December storm.

I know that there are airlines that have not made refunds. I
know there are airlines, I know families that booked with air miles
and the flight got canceled, but they won’t give the air miles back
to people here.

And this was—they had no control over this. So, it is not just
Southwest. I think Allegiant, American, Delta, all of these, JetBlue,
we need to hear from all of them on how they are dealing with
these issues.

The CHAIR. I couldn’t agree more, Senator Blackburn. And con-
sumers deserve refunds

Senator BLACKBURN. Yes, they do.

The CHAIR. If we give a licensure through the FAA to certify that
you can be an air carrier and deliver service, you need to deliver
it or give a refund. OK, Senator, Sinema is next.

STATEMENT OF HON. KYRSTEN SINEMA,
U.S. SENATOR FROM ARIZONA

Senator SINEMA. Thank you, Chair Cantwell. And thank you to
the witnesses for joining us today. Southwest Airlines is one of the
largest airlines serving my home State of Arizona, with a base at
Phoenix Sky Harbor and a significant footprint at Tucson Inter-
national. And due to Southwest’s connection with my state, our of-
fice has heard from many, many Arizonans who were impacted by
Southwest’s 15,000 flight cancellations over the holidays.

In many cases, these Arizonans were unable to be with their
families for Christmas. And many Americans who wanted to cele-
brate the holidays on vacation in Arizona couldn’t make it there,
which hurt both the travelers and the small businesses in Arizona
who were ready to welcome them to the State.

So, just like so many Arizonans, the staff of Senate offices were
also impacted by Southwest cancellations. One of my staffers was
stranded at his connecting airport, rebooked on a flight multiple
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days later, which was incidentally also canceled, and never made
it home for the holidays because of the disruption.

So, my first question is for Mr. Watterson. We know that many
Southwest passengers, like my staffer, were stranded for days at
their connecting airports. And my question is, what did Southwest
do, if anything, as the cancellations increased to ensure that pas-
sengers with special needs, like unaccompanied minors, persons
with disabilities, those with dietary restrictions, were safe and able
to obtain food and lodging, particularly when many businesses
were closed on Christmas Day?

Mr. WATTERSON. Thank you, Senator, for the question. With re-
gards to unaccompanied minors and young travelers, early in dis-
ruption, I can’t remember exactly what day, but we can follow up
with your staff, we prohibited the travel of young travelers under
the age 18 and unaccompanied minors on connecting journeys. We
allowed them on just a point-to-point flight, that way we reduce the
risk of them being stranded because of a disruption in the con-
necting point.

With regards to travelers’ disabilities, we certainly, in a retro-
spective, looked at the number of our complaints and failures with
regards to assistive devices, and we found 11 of those. And in each
11 of those we offered replacement services for those customers
while well we serviced their equipment, and that rate was similar
to the rate we experienced in our normal times, which we believe
is still too high and have efforts under way to lower that. Thank
you, Senator.

Senator SINEMA. According to your website, Southwest, has com-
mitted to, “reimbursing reasonable expenses incurred as a result of
disruption, including meals, hotel accommodations, and alternate
transportation.” And on the website, the word reimbursement is
used repeatedly.

Yet the calls I am getting to my office say that when folks are
receiving these payments, the payments are being labeled as settle-
ments instead of reimbursements. Now, not everyone understands
the difference there, but as I am sure you appreciate, the term set-
tlement implies that customers are agreeing to forfeit their rights
to pursue legal remedies, something that is not disclosed to cus-
tomers on the website when they are uploading the receipts for re-
imbursement.

So, why is Southwest describing these payments as reimburse-
ments on the website, but as settlements when the payment is
made? That is my first question. And my second question is to ask
you for a commitment that despite this language change, I would
like you to make clear that Southwest is not arguing that a cus-
tomer has waived their legal rights because they followed your
company’s instructions to submit receipts for reimbursement?

Mr. WATTERSON. Thank you, Senator. I was unaware that on the
payment website that it was label settlement. We did not mean it
to be that way. We only meant it to be, we are returning your
money and nothing else.

Senator SINEMA. OK, so, folks—So, you do want—So, you believe
that Southwest customers do retain all of their legal rights and are
not waiving them when they receive their reimbursements?
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Mr. WATTERSON. I am unfamiliar with the topic, Senator. It is
our intention just to refund people’s money and not take away the
legal rights. I can certainly follow up with that. I apologize, I don’t
know that information off the top of my mind.

Senator SINEMA. Great, good. Well, that commitment is very im-
portant. On the topic of reimbursements, we heard that Southwest
wasn’t promising to reimburse expenses until multiple days after
the cancellations began.

So, a lot of customers in the early days didn’t book alternative
transportation, like they didn’t book expensive alternative flights
because they didn’t know whether or not Southwest would pay
them back.

So, my question is, why did it take so long to make this commit-
ment? And for customers who are concerned about this for the fu-
ture, I am asking that you update your contract of carriage to
clearly state that reasonable expenses will be reimbursed in the
event that a similar disruption occurs in the future.

Mr. WATTERSON. Thank you, Senator. The early part disruption
was a weather event like everyone else experienced, and then it
turned into a crew mix event that only we experienced. And when
that happened, my recollection is that we then changed our lan-
guage to be that we would reimburse.

And then I believe we have held true to that word as well. And
as far as the updates to our contract of carriage, I believe we are
consistent with the DOT policy. We certainly want and endeavor to
reimburse our customers, but I will commit you that we will go
back and we look at that language and make sure it is up to date.

Senator SINEMA. Thank you. Chair Cantwell, I know my time
has expired, so I am going to submit another question for the
record about code sharing and interline agreements around re-
booking on other lines. I don’t have time to get to that today, but
it is something I am very concerned about, and so I will follow up.
Thank you.

The CHAIR. Thank you. Thank you for that question. Senator
Rosen.

STATEMENT OF HON. JACKY ROSEN,
U.S. SENATOR FROM NEVADA

Senator ROSEN. There we go—and if I can get the unmute button
to work. Thank you, Chair Cantwell, Ranking Member Cruz. To-
day’s hearing is so important because I don’t have to tell anyone
here that Nevada’s tourism economy, it is the backbone of our
state.

And like my colleagues, I agree that it is unacceptable that thou-
sands of flights during the busiest travel season of the year were
canceled or significantly delayed. They left many travelers strand-
ed, affecting plans to be with families and loved ones.

And like every other state, these cancellations had a devastating
impact on families across Nevada. I received messages from all
around the state, people who were affected by this unmitigated dis-
aster. One gentleman wrote to me about spending all of Christmas
Day at the Reno-Tahoe Airport after multiple flight cancellations,
going back at 4 a.m. on Christmas Eve morning.
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Another constituent e-mailed me about cancellations, stranding
his family on the way home to Las Vegas cost him more than
$3,000 in alternative transportation and lodging. Besides all this
impact to travelers, the cancellations also hurt the workers in my
state. They are the backbone of Nevada’s travel, tourism, and hos-
pitality industry. It hurt our airports, which are the gateways to
our economy, and it will hurt the future travel to my state if we
don’t fix the problems caused by this calamity right away.

And so, I am a former computer programmer. I am going to talk
a little bit about IT integration here. I want to discuss Southwest
technology infrastructure. Mr. Watterson, we have heard today the
primary reason for the meltdown in December was a system failure
based—caused by your outdated optimization technology.

Why now, when you mix a decades old IT system that the air-
line’s outgrown with a staffing shortage and winter storm in the
busiest travel season of the year, the end result—well, we know
what it was, over 15,000 flights canceled, people sleeping in air-
ports, people missing holidays or medication, so on and so forth. It
might have been the perfect storm, but it was entirely predictable.

So, Mr. Watterson, in addition to the upgrades you plan to make
as a result of this incident, does Southwest have a long-term plan
for—what is your plan for long-term technology, for the integration
of these outdated systems?

And what is your next phase? And what is that long-term stra-
tegic plan that the traveling public, number one, and then the hos-
pitality industry that relies for jobs and income on people traveling,
what is your long-range plan so you don’t outgrow these systems
as well?

Mr. WATTERSON. Thank you, Senator. With regards to our dis-
ruption, technology was an issue, it wasn’t the root issue. But there
is technology work to do as a result, and we will certainly fund that
both out of our current plans and incremental money if necessary.
Additionally, the root cause, we believe, of the disruption was our
capacity to handle winter operations, and that needs substantial
improvement this year.

And so, that is what we endeavor to fix this year. But over a
multi-year period, we will be going through every part of our oper-
ation and modernize it. And it is one of the tenets of our new CEO,
to modernize the operation over the next 3 years. And so, we will
be proceeding apace in every work group, whether it is technology,
equipment, or processes.

Senator ROSEN. And so, I am going to build on that because, of
course, we have a hospitality work force, and our hospitality and
our travel, the ecosystem of travel, relies on staffing, flight crews
on the plane, maintenance people, baggage handlers, off the plane,
all of that. So, it relies on staffing to be sure that people who are
traveling get to where they need to go.

So, can you talk about your staffing a little bit? How is it disrup-
tions over the holiday season, how it impacted your pilots, your
flight attendants, other airline employees, like I said, baggage han-
dlers, gate agents and the like?

How do we be sure that they are taken care of and this is not
going to happen to them in the future? Did you reimburse them for
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all the accommodations and meals, transportation if they were
stranded?

Mr. WATTERSON. Thank you, Senator. Our people were the hero
of the event. They showed up. We had absolutely no problem with
attendance nor service, and so we are very grateful for our people
who showed up.

There is no way we can give back the time that was taken from
them, but we were able to show them some gratitude with the in-
cremental pay and then we are going to be involving them in our
efforts to make sure this doesn’t happen again. I think it is the
part—the biggest thing we could do.

Senator ROSEN. And then, of course, I just have a few seconds
left, but how are you working with the airports? Every airport and
major airport and states, this is a huge economic driver. Again, the
ripple effects for the related entities, airport concessionaires and
their workforce. Are you working with airports? Can you tell us
briefly what you are doing to be sure the impact on their staff, that
is so great?

Mr. WATTERSON. Thank you, Senator. There are specific airports
where we had infrastructure shortcomings, not because the airport
failed to provide it, but because we did not ask for it. And now we
will ask for incremental infrastructure as part of our effort to re-
vamp our winter operations.

Senator ROSEN. And I am going to submit this for the record be-
cause we would like some actual data, but does everyone have their
luggage, their strollers, their other essentials, wheelchairs? You
can respond to that.

I am sure I might have somebody after me and I have gone over
my time. But I want to be sure that everyone who was traveling
is reunited with the important items that they left home with.

Mr. WATTERSON. Yes, Senator. We have returned every single
bag except for there is 200 we still have that have no markings nor
identifying information that we are holding, and we will continue
to hold those until we can find somebody who owns it.

Senator ROSEN. Thank you very much. Thank you, Madam
Chair.

The CHAIR. Thank you. Senator Lujan.

STATEMENT OF HON. BEN RAY LUJAN,
U.S. SENATOR FROM NEW MEXICO

Senator LUJAN. Thank you, Madam Chair. And I will pick up
where Senator Rosen concluded there. From a reimbursement per-
spective, I am pleased to see that Southwest is taking its commit-
ment to customers seriously, providing reimbursements and re-
funds, points and direct delivery.

As we have heard from colleagues today, that many constituents
that we have across the country still have not been made whole.
Nonetheless, I hope that there is a process that we can talk about,
as our offices are working on this with everyone.

Southwest has set up a portal, but if there is a way for our of-
fices with constituent services to be able to work with our constitu-
ents and make sure that we are pointing in the right place, that
would be appreciated.
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And I hope you all can let us know what that is, and where it
is, and who the person is for us to work with. Can you share the
number of customers who have not received reimbursements?

Mr. WATTERSON. Thank you, Senator. Let me consult my notes
here. Senator, we have had 284,188 cases, eligible cases submitted,
and we have reimbursed 273,406. And that leaves 10,782 that have
not yet been reimbursed, but those are ones that have been sub-
mitted most recently. And we were within the DOT timelines of 30
days for processing all those.

Senator LUJAN. I appreciate those numbers. Mr. Watterson, is
Southwest still working to follow through to ensure 100 percent of
your customers are made whole, including reaching out to cus-
tomers who may be unaware of the available remedies via e-mail
or phone?

Mr. WATTERSON. Yes, Senator. We have e-mailed every single
person that was disrupted and gave them points, as well as apolo-
gized and gave them resources to contact us back, should they need
so.

Senator LUJAN. Do you know that every Southwest customer that
was impacted has an e-mail?

Mr. WATTERSON. We know which ones do and do not. The large
majority have an e-mail. As part of their purchase, you have to
enter an e-mail to get your receipt. So, except for exceptionally
small circumstances, everyone has an e- mall Senator.

Senator LUJAN. So for the folks that don’t have an e-mail that
you have identified, how have you reached out to them?

Mr. WATTERSON. I am unaware—I can follow up with you, Sen-
ator. It is a very small number.

Senator LUJAN. I appreciate that. Well, I hope that they are not
just left out say, oh, well, that is the cost of doing business, because
it turns out in America, you know, connectivity is a problem. So,
coming from a more rural state, I just hope that we can get there.
So, I look forward to hearing back there as well.

Now, several of my colleagues today have raised concerns about
the fact that Southwest frontline employees, from pilots to flight at-
tendants to customer service representatives, have been sounding
the alarm on many of these known issues for years, and yet South-
west did not implement changes to address them.

I am disappointed to hear that the voices of staff on the
frontlines of Southwest Airlines operations, including pilots, flight
attendants, and customer service representatives, have not been a
priority.

Mr. Watterson, I want to follow up on your commitment to my
colleague, Senator Duckworth, that your front-line employees will
be at the decisionmaking tables as Southwest reflects on the De-
cember 2022 meltdown.

Mr. WATTERSON. Thank you, Senator. Yes, we have involved all
of our unions from our frontline in our lessons learned. We are
looking at understanding what went wrong. And then once we syn-
thesize that into what we should do about it, we will reengage with
each union and with the efforts that were, you know, relevant to
their work group, and involve them in the plan for going forward.

Senator LUJAN. I appreciate that change. As a result of imple-
menting that—changes, is Southwest considering changes to the
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management structure and decisionmaking process to ensure the
voices of your frontline workers are heard and prioritized as part
of Southwest decisionmaking process?

Mr. WATTERSON. Thank you, Senator. I think with a certain of
our work groups, our relationship has maybe atrophied. And I have
committed in my position to reengage and work with their elected
union officials to develop a better relationship, maybe a return of
a better relationship with those work groups.

Senator LUJAN. That is a yes to the question?

Mr. WATTERSON. I believe that Senator. Maybe I misunderstood
the question.

Senator LUJAN. So, Southwest, in addition to the change that you
just laid out to me with creatlng a process to hear from more front-
line employees, has Southwest also changed its management struc-
ture to ensure that that is included?

Mr. WATTERSON. I am sorry, Senator. Specifically, what kind of
things do you have in mind? I am not sure if I follow your question.

Senator LUJAN. They weren’t being listened to before ? so they
weren’t being listened to before. Your management structure told
them, thanks for being here, but I am not going to listen to you.
So, have you changed your management structure so that that is
not happening?

Mr. WATTERSON. Thank you, Senator, for the explanation. Yes,
we have made management changes and we will change our man-
agement practices more than the structure of how we engage with
our union leaders going forward.

Senator LUJAN. I appreciate it. Thanks for the time, Madam
Chairman.

The CHAIR. Senator Young. And then Senator Hickenlooper, and
Senator Sullivan.

STATEMENT OF HON. TODD YOUNG,
U.S. SENATOR FROM INDIANA

Senator YOUNG. Well, I thank our witnesses for being here today.
And I know a number of my constituents are tuning in for this
hearing because the recent challenges experienced by Southwest
have impacted some of them and really in a personal way.

This whole situation is sort of interesting to me, not in an aca-
demic way, but I think academics will take note. I mean, this will
be like a business case study moving forward, from the lead up to
the Christmas time flight issues, to the initial response, the real-
ization that things have really hit the fan, and now the current re-
sponse by businesses.

And to me, it is an illustration, as I watch it play out, that the
market really can work. I think a number of consumers are making
up their mind. Are they going to continue to—are they going to
continue to do business with Southwest Airlines? In my experience,
most will probably conclude, yes, because of the value proposition.

Others haven’t made up their mind yet and so forth. But that
ability to exercise choice, which is the hallmark of the free enter-
prise system, is playing out before our eyes. And I think we have
to be really careful here, as we discuss an appropriate regulatory
framework, not to overshoot and limit choice too much.
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So, all of us here, I think, without exception, would say Govern-
ment has an appropriate role to play regulating, especially in the
area of safety, regulating our carriers. I think it is very important
to make sure that we don’t destroy the proverbial goose that lays
the golden egg.

Now, with that lead in, I want to ask a question to Dr. Winston.
I think he might be joining us remotely. That is my hope. Because
in his testimony, he discusses a few policies that would enable the
U.S. aviation system to more effectively respond to unexpected
events, events like the Christmas time flight challenges.

So, I ask Dr. Winston, if you are still there, sir. Can you discuss
some of those policies, namely the issue of foreign competition and
cabotage rights?

Dr. WINSTON. OK. Well, that is, you know, what we are talking
about there is a longer run policy. And the idea, obviously, is to
stimulate airline competition with all the benefits that we have al-
ready received from deregulation, and effectively another round.
You will have more people then competing on routes and offering
new innovative services.

And there will be spare capacity, so to speak, or at least addi-
tional capacity. You know, I have had experiences, probably every-
one has, had a canceled flight on one carrier, but there was another
airline operating at the airport and I went to them and took that
flight.

So, those kinds of backups could be around and would help. But
I think the other one, the point that I keep on harping on that
doesn’t seem to get much attention is the role of airports. All this
is happening at airports, right. It is their property, so to speak.

What are they doing to be working with carriers and trying to
provide transparent information, and accommodating them in some
kind of sleeping arrangements when things break down? I think
that is where we need to stimulate much more competition and
interaction, where airports have an incentive to work with airlines
and have the airports, for example, be in charge of de-icing.

It is kind of amazing that the airlines have that response when
the airports should be doing that, and I think they would compete
to do that. So, I think it is the combination of both, the infrastruc-
ture and competition that is going to, you know, improve things
greatly.

Senator YOUNG. Dr. Winston, thank you for that response. And
with your indulgence, I would like a member of my staff to follow
up with you about those suggestions, if that is OK.

Dr. WINSTON. Sure.

Senator YOUNG. All right. Ms. Pinkerton, your association rep-
resents a number of U.S. airlines, and I am interested in the broad-
er context about what is happening industrywide, and what should
happen to passenger carriers as a whole in response to this high-
profile flight disruption. Can you briefly touch on whatever piece
you think is relevant about the state of the industry and being con-
cerned about efforts to reregulate the industry?

Ms. PINKERTON. Well, absolutely. As I explained in my testi-
mony, I think carriers at the beginning of 2022 saw that they were
living in a post-pandemic world. They adjusted their schedules.
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They reduced their schedules and they went on a hiring binge. All
of our carriers have done that.

And then they focused on making sure that the schedule they
put out, that they have the resources to meet that schedule. So, I
take what Chair Cantwell said very seriously, accountability is ap-
propriate. But what the concern is here, for example, in the re-
funds base, I said in the last 3 years since the pandemic, we have
refunded $32 billion worth of cash refunds.

So, and we have brought the complaint rate down to 0.01 per-
cent. So that is just one example of a place where I think there,
you know, there is plenty of incentive. The customers are voting
with their feet, their wallets. They will make decisions about what
carrier they want to fly.

But I think it is important, since we know that deregulation has
reduced airfares dramatically, brought us more service and more
choice, not to overreact on the regulatory framework with a one
size fits all type of approach.

The CHAIR. Thank you. Your time has expired. Senator
Hickenlooper. And after Senator Hickenlooper, Senator Sullivan.

STATEMENT OF HON. JOHN HICKENLOOPER,
U.S. SENATOR FROM COLORADO

Senator HICKENLOOPER. Thank you, Madam Chair. And thank
you all for taking your time out of your busy lives to be here with
us. Ms. Pinkerton, the FAA has an important mandate to ensure
passengers have reliable, safe, accessible access to travel.

Agency oversight rule applies to large hub airports, essential air
services for rural communities, and more. Ms. Pinkerton, what
would the FAA do to improve air service with a permanent Senate
confirmed administrator in place?

Ms. PINKERTON. Probably a better question for FAA, but I can
say what we would like a new administrator to do is to exercise
leadership. And I think one thing that is essential to support small
community service is having the adequate staffing and technology
at the FAA, quite frankly. I mean, it is very important.

The National Air Traffic Controllers Association has told us there
is a controller shortage. We know that for small communities there
is a serious pilot supply issue. I want to applaud those who are
working on legislation that would provide aid for pilot education
and training. Those are the types of things we would hope a new
administrator could focus on.

Senator HICKENLOOPER. Great. Thank you. And the FAA is not
here per se. They are here, but I just wanted to speak to the other
committee members that President Biden re-nominated in January,
Phil Washington to become the first African American to lead FAA.
And he is someone I worked with a number of years.

I want to just make sure that the other committee members
know that this is long overdue. We need leadership at that level.
And this is a classic example of where that would be needed. Mr.
Washington served our country for 24 years in the U.S. Army. He
rose to the back of the rank of command, Sergeant Major, which
means he is one of those people that actually gets things done.

Some people say he hasn’t had enough air experience, but imme-
diately following the winter storm catastrophe, Mr. Washington is
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now the head of the third busiest airport in the world, Denver
International Airport.

Mr. Washington, after that winter storm catastrophe, he
launched an after-action review with its airline partners, including
Southwest Airlines, and they are hard charging in terms of identi-
fying operational barriers and methods to improve service in and
out of DIA, and how to make sure that each airport is doing every-
thing they can to make sure these things won’t—such an event
doesn’t happen again.

Mr. Washington has led major transportation organizations now
for the last 12 years. He was a CEO—I first met him when he was
running the regional transportation district in Colorado, which had
passed fast tracks 121 miles of new light rail track, at the time,
the largest transit initiative in the modern history of the United
States. He was so successful that we lost him.

He was lured away to Los Angeles to run their county Metropoli-
tan Transportation Authority. And then he was brought back as
the CEO of DIA about three and a half years ago and was ap-
pointed with unanimous support by city council. Even as he hit—
came to DIA, hit the ground running because he was in a situa-
tion—we were at about 60 million or 65 million passengers every
year in an airport that was designed for 50 million.

He put the Great Hall Terminal Project, which had been through
years of delays, got it right back on track and back on budget. It
will modernize the airport’s terminal and screening capacity dra-
matically.

He launched DIA’s Vision 100, which is an initiative to make
sure that we can support 100 million annual passengers by the end
of this decade. And he created the first of its kind Center for Eq-
uity and Excellence in Aviation, to grow a skilled and diverse avia-
tion workforce of tomorrow.

Now, as Congress prepares to reauthorize FAA for the first time
since 2018, it needs to have a permanent leader in place. The agen-
cy, I think, is hamstrung on major rulemaking is without a perma-
nent administrator. They need to be able to implement bipartisan
infrastructure law programs.

I think Mr. Washington is uniquely and exceptionally qualified
to serve at the FAA. He has got the military discipline, the organi-
zational leadership, and the forward-looking vision. So, I want to
urge the committee to make sure that we hold the hearings and get
Phil Washington’s nomination confirmed ASAP.

b So you guys got off the hook there a little bit. Thank you. I yield
ack.

STATEMENT OF HON. DAN SULLIVAN,
U.S. SENATOR FROM ALASKA

Senator SULLIVAN. Thank you. Well, I guess the Chair has left,
so I am going to call on myself here.

[Laughter.]

Senator HICKENLOOPER. I was going to call on you.

Senator SULLIVAN. Oh, thank you. So, Captain Murray, I am cu-
rious about the role that the pilots association are going to play in
the third-party assessment that is being commissioned by South-
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west. I am a big fan of our pilots, fly a lot, being the senator from
Alaska.

And I know almost all—I feel like I know almost all the pilots
up in Alaska. A lot of them are veterans. I am sure a lot of them
are veterans in your organization. But how are—how do you think
you guys are going to fit into this assessment, and what are going
to be the highlights from your perspective?

Mr. MURRAY. Well, thank you, Senator, and thank you for the
question. I think that SWAPA is uniquely qualified to provide
input, and we have been trying to do that for many years. I would
like to say that Southwest has an airline to run.

We have an airline to analyze. And that is what we do, and we
have some of the best in the world at analyzing. And as I have spo-
ken about processes before, that is where I feel, along with, you
know, an IT support system for the correct processes, has to be ad-
dressed.

Mr. Watterson just testified that, you know, tech was an issue
but not the issue. And I agree. He said primarily, though, it was
the capacity to handle the storm. And with that, I disagree with.

We have been sounding the alarms for years, and I know that
has been echoed in this room today, over two dozen times, through
podcasts, through e-mail blasts. We have been trying to draw at-
tention to the chaos that all of our pilots have to deal with every
day.

And so, I am concerned moving forward that we are not going to
be addressed or any of the front-line employees are going to be ad-
dressed as true partners.

Senator SULLIVAN. Yes.

Mr. MURRAY. And that has to be done.

Senator SULLIVAN. Well, I hope that happens. I mean, Mr.
Watterson, is that going to be—obviously, I mean, your intention.
That is part of the reason you brought the pilots in, I am assuming,
for the third-party assessment.

And I am sure you have seen Captain Murray’s testimony, which
has these history of meltdowns that he lays out on this chart. Is
that going to be your intention to work with them in terms of the
assessment?

Mr. WATTERSON. Yes, Senator. We have met with them on a cou-
ple of occasions. We intend to meet with them on a lot more occa-
sions. We also intend to improve the processes Captain Murray dis-
cusses and others. An effort that had already been started prior to
}he disruption to do exactly that, but it certainly will work ahead
or us.

Senator SULLIVAN. Good. I want to turn to the broader topic, I
know we have already talked about it a lot, Ms. Pinkerton, on the
issue of technology, and then everybody else kind of weigh in.

And we had a—well, I noticed the CEO of United Airlines, Scott
Kirby, in his tech infrastructure—well, it was an earnings call in
mid-January. He said the FAA, as well as most airlines, with the
exception of network characters have, “outgrown their technology
infrastructure and simply cannot operate reliably in this more chal-
lenging environment.”

Do you agree with that? And do others agree with that? And do
we do about it? And is that both—is that, and I am—1I mean, obvi-
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ously I would rather have Mr. Kirby speak to his own words. But
do you think he is getting at aviation infrastructure technology, or
FAA, or the combination of both?

Ms. PINKERTON. So, I won’t address a particular airline’s com-
ments, but what I will do is speak for the entire industry.

Senator SULLIVAN. Well, he was trying to speak to—you know,
as the CEO of a big, prominent airline, he probably has a pretty
good purview.

Ms. PINKERTON. Yes, I would say I do as well, having worked
closely with carriers now for over 15 years. So, I can tell you that
this year, 2022, all of our carriers together made record invest-
ments in their people and in their product and technologies to
make sure that they can recover from operational issues.

We hired more people in 2022. You have heard we have needed
that extra staffing even for a smaller schedule. Technology is some-
thing that is a constant refresh. I put these technology bucket in-
vestments into three categories. One is for the passenger, the apps,
the communication, the bag tracking that goes on automatically
from your phone. Then we have got what we give our front-line em-
ployees.

They have got iPads and Apple phones and technologies that
they can use to assist passengers. But then importantly, there is
this operational technology bucket. And I can tell you, our carriers
have made—done a lot of things that I think are actually instruc-
tive for the FAA, such as moving some of their onsite, on premises
technology to the cloud to make sure that, and then having, you
know, an East Coast cloud and a West Coast cloud so that if the
East Coast cloud goes down, you have still got the West Coast and
you don’t have everything at one physical location.

More operational kind of computing juice so that when you have
this influx of data with irregular operations, you can handle it. So,
$21 billion is a record for investment, and we are forecasting $27
billion. I think carriers are absolutely taking the operational reli-
ability and technology issues very seriously and they are investing
robust amounts of money.

Senator SULLIVAN. Let me ask—Madam Chair, can I ask one
final question? I know I have run out of time. But, you know, there
has been a couple reports in the news, just in the last months, of
some FAA—of some near-misses within our airline system.

Fortunately, nothing happened in terms of an accident, but I
think most Americans take for granted but are proud of how safe
our passenger airline service is, because it is quite remarkable
when you think about it. But are there any things that you, Ms.
Pinkerton, or anyone else on the panel, think that we need to be
thinking here to get ahead of the curve?

What I always think, when Congress is acting at its best, it is
preempting challenges and getting in front of them, before—you
know, you don’t want to have a hearing because there was a major
midair crash, and the FAA realized it had a problem.

From a safety perspective, is there anything right now that any
of you would say, hey, make sure you are getting on this and
watching it before something bad happens, none of which—we don’t
want anything bad to happen. I will start with you.



92

Ms. PINKERTON. Yes. And I can’t obviously talk about any par-
ticular incidents that were under investigation. But I will tell you,
we are extremely proud of our safety record. It is because we do
things like systems, management systems analysis of safety issues
to see if there are trends.

And so, we try to be more predictive in our work on safety than
forensic, for example. So, I am not aware that there are any trou-
bling trends that are out there right now. And again, I think our
safety record—I have seen a couple of stories post these incidents
that compare our record.

It is much safer to fly than it is to drive, be in a bus, or train.
But that doesn’t—we take every incident seriously and we learn
from it.

Senator SULLIVAN. Any other panelists who want to just com-
ment?

Dr. WINSTON. Can I make a comment?

Senator SULLIVAN. Sure.

Dr. WINSTON. Can I talk? OK. So, let me just stress again, I
think the fundamental problem is that the Government’s compara-
tive advantage is not really to manage and operate a technology
service. That is something the private sector can do much better.

And that is why it is important to separate FAA into a safety
regulatory responsibility and have a new agency, preferably pri-
vate, that is responsible for adopting a new technology for air traf-
fic control that focuses on a constellation of satellites, which will
keep much better watch on aircraft and expand airspace capacity
in the process.

I think that is really the first order of business, if you really
want to improve the system in the long run.

The CHAIR. OK, quickly, Captain Murray and Mr. Hudson.

Mr. MURRAY. Yes. I just want to add that there is an infrastruc-
ture issue that has to be addressed. That is what you all will be
doing. But at the end of the day, whatever failures occurred, and
it is still under investigation, the latest one, at the end of the day,
what saved those two airplanes was an experienced professional
crew that broke the error chain at the very last moment.

And it is an incumbent, as we move forward and as we see
emerging technologies, that two crew members stay on the flight
deck to prevent exactly what occurred in Austin.

The CHAIR. Yes, Mr. Hudson.

Mr. HUDSON. Some things that we have suggested in the past
would be to involve NASA, not just the FAA, in what has been
called NextGen, which has been delayed or has gone through
maybe five iterations.

Second, that we need stress tests on the computer systems, both
the scheduling and the safety. We don’t have that right now. And
we would agree somewhat with the doctor here that we should con-
sider standing up a new agency for air travel regulation and taking
the safety aspects from the FAA and the economic regulation in
Transportation Office of the Secretary, which is really there are by
historical accident, and put them into a new agency that will really
be focused on safety as well as good regulation.

The CHAIR. Thank you.

Senator SULLIVAN. Thank you, Madam Chair.
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The CHAIR. Yes. Thank you, Senator. I know how important air
travel is to Alaska, so. Well, believe it or not, I think we are at the
end of the road here of getting members to ask questions of our
witnesses. I did want to clarify something, Mr. Watterson, on the
question Senator Lujan asked.

How many tickets actually were canceled because of people—you
gave a number, but then I wasn’t sure if that was how many people
had asked for refunds. Do you know a number of how many actual
tickets were canceled?

Mr. WATTERSON. I have the refunds. Would that be sufficient?

The CHAIR. No, no. I am asking—if you don’t have it today, if you
get that for us. What we are really trying to understand here, you
can imagine if you are in any kind of oversight of this, you really
want to know how many people really had their tickets canceled.
?n(‘l:1 then you want to know how many people you really did re-
und.

So, until you know that you don’t really know the answer. You
know how many people submitted something, but what we really
want to know i1s how many tickets actually were canceled, that
didn’t fly? So, if we could get that information from you, that would
be helpful.

Mr. WATTERSON. Certainly.

The CHAIR. Thank you. OK, so, I thank all of our witnesses for
today. We will have the record remain open for four weeks until
March 9, 2023. Any Senators wishing to submit questions for the
record, do so in the two weeks from now until February 23.

And we ask the witnesses to be able to return that information
to the Committee by March 9, 2023. And that concludes today’s
hearing. Thank you all very much.

[Whereupon, at 1:32 p.m., the hearing was adjourned.]






APPENDIX

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. TAMMY DUCKWORTH TO
ANDREW WATTERSON

Toric: ESTABLISHING BENCHMARKS AND MEASURING PROGRESS

Question 1. On December 25, 2022, Southwest cancelled 74.3 percent of its flights,
more than every other airline combined. Between December 27 and December 29,
among flights originating or terminating in the United States, Southwest cancelled
7,566 flights. By comparison, all other airlines combined cancelled 1,077 flights. Fi-
nally, on December 30 more than a week after Winter Storm Elliott hit, Southwest
returned to a normal travel schedule. In total, Southwest cancelled nearly 16,000
flights during this period. Can you explain what specific benchmarks Southwest
must hit in the coming months and years to fulfill your promise that an operational
failure like this will never happens again and how the company will transparently
measure progress and hold executives accountable for missing these benchmarks?

Answer. Prior to these events, our operations performed well throughout 2022 rel-
ative to the rest of the industry. In the fourth quarter, our on-time performance of
80.0 percent improved over the prior year’s result of 72.6 percent and we achieved
a multi-year high flight completion factor of 99.1 percent. Key benchmarks that we
set and measure year-to-year include completion factor, on-time performance, and
mishandled bag rates. Each year, we establish these benchmarks and other oper-
ational goals, and executive/leadership compensation is in-part tied to meeting or
exceeding such benchmarks. These annual benchmarks are outlined in our public
filings and related data are reported to the U.S. Department of Transportation’s Bu-
reau of Transportation Statistics. We have every incentive to run an operation that
provides safe, friendly, reliable, low-cost air travel to our Customers. To do that we
are working to build more resiliency into our operation, with a major focus on
strengthening our extreme winter weather resiliency, investing in technology and
equipment, and further reinforcing the resiliency of our route network. Nearly all
of our planned 2023 capacity additions are for existing Southwest city-pair markets.
These additional flights will add depth and greater resiliency by providing addi-
tional options for Customers, Crews, and aircraft when weather or other factors cre-
ate irregular operations. Our growth plans also will foster greater airline competi-
‘(ciion and the many consumer and economic benefits which more competition pro-

uces.

Topic: Website Accessibility Review

Question 2. Technology lowers barriers that people with disabilities encounter in
their daily lives and allows them to participate and enjoy the benefits of the digital
society. For someone with a disability such as visual impairment, the inability to
reach someone by phone during this meltdown was unsatisfactory. Not all websites
and mobile apps are easily accessible for persons with disabilities, despite existing
guidelines and industry best practices. When was the last time Southwest reviewed
its website and smartphone app to ensure that they are fully accessible for pas-
sengers with disabilities, and how often does Southwest conduct such a review?

Answer. Southwest Airlines is committed to ensuring our legendary Hospitality
is provided to Customers with disability-related needs. Our digital content design
teams are required to take accessibility training to ensure we create content that
meets accessibility standards. Our desktop website experience was designed with a
full accessibility check, and we carry out ongoing accessibility checks for each new
feature and page that is added to ensure we remain accessible as the site evolves.
Our mobile apps are designed to be compatible with the accessibility features of the
iOS and Android platforms. Accordingly, accessibility checks are an ongoing and
continuous process.

We are committed to continuously improving our tools for and our service to Cus-
tomers with disability-related needs. Our policies and procedures are developed in
accordance with 14 CFR Part 382, Nondiscrimination on the Basis of Disability in

(95)
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Air Travel. We want to exceed minimum requirements and provide the legendary
Hospitality that Southwest is famous for to every Customer. To that end, we wel-
come feedback and the opportunity to work with you and your staff on this incred-
ibly important issue.

Topic: Winter Weather Equipment

Question 3. The fact that Chicago has cold weather in the winter should not be
a surprise to Southwest. Yet, Southwest has a history of not having enough de-icing
capacity in Chicago and resulting flight cancellations. In February 2018, Southwest
canceled more than 250 flights when it ran short of glycol and a pump on one of
the glycol tanks failed. What is Southwest doing to ensure that it will have enough
de-icing capacity and other winter weather equipment at airports so that flights will
not need to be canceled due to a lack of winter preparedness?

Answer. For the last 38 years, Southwest has been a part of the Chicago commu-
nity, and over the decades, our People in Chicago have provided valuable and reli-
able service to the community. While we are not perfect, we are very proud of the
reliable operation that our nearly 6,000 Chicago-based Employees provide, including
during many previous winter weather events. In hindsight, we did not have enough
extreme winter operations resiliency at several airports in our network, including
at Midway, for the unique conditions of this extreme storm, from where and how
we de-ice aircraft to the operability of our ground support equipment and infrastruc-
ture in extremely cold winter weather conditions. Ultimately, none of this is an ex-
cuse. We need to make sure our operational resiliency is strengthened for future ex-
treme weather events. We owe that to our Customers and to our Employees.

To mitigate the risk of any repeats we’re investing in capabilities across the air-
line. This will address everything from ground equipment to the amount of de-icing
we can accomplish in the harshest conditions, to how we communicate and align
across multiple operational workgroups during disruptions, to strengthening our
interconnected systems so they remain functioning in extreme circumstances where
historic levels of problems are thrown at them.

We're also reprioritizing and increasing investment in technology and have $1.3
billion budgeted for technology projects in 2023, which is about 25 percent higher
than what we spent in 2019. We're prioritizing enhancements to our crew sched-
uling software, and we’ve strengthened our early indicator dashboard to escalate
operational issues earlier. We've identified and trained teams that can quickly mobi-
lize to bring additional people power to support crew recovery efforts. We've also
made organizational changes to improve communication and coordination among
key divisions of the airline so that we can much more quickly access data to keep
our overall system moving.

Topic: Chicago Midway International Airport Upgrades

Question 4. During the hearing you mentioned that Chicago Midway International
Airport needed “substantial upgrades and that we’re already pursuing that with the
airports”. Please provide what specific upgrades are needed, what your implementa-
tion timeline is and how much this will cost Southwest Airlines and Chicago Mid-
way International Airport?

Answer. Southwest Airlines and the Chicago Department of Aviation are in align-
ment on a project that would convert the use of additional existing airfield infra-
structure for the purpose of deicing. We need FAA approval for this modification,
and we hope that approval will be timely. Once FAA approval is provided, this
project will enable significant improvements in deicing capacity at Midway. Beyond
modifying facilities for additional deicing capacity, we are implementing other les-
sons-learned from this event to improve our winter weather operations under ex-
treme conditions at Midway. Regarding costs, Southwest is eager to invest in the
improvements. As you know, commercial service airports are funded by their users.
Southwest carried 17.3 million Customers through Chicago Midway in 2022, which
is 93 percent of the total passengers at the airport. Through rents, charges, and pas-
senger-paid airport fees, Southwest and our Customers cover the lion’s share of
costs associated with operating Chicago Midway. Midway is a fantastic airport and
an economic engine for Chicago. We provide vital competition in the Chicago travel
market, and we have an incredible team of nearly 6,000 Southwest Employees based
in Chicago. We are committed to these improvements.

Topic: Addressing Disability Complaints
Question 5. In 2020, the Department of Transportation reported that 32 U.S. air
carriers received 35,510 disability-related complaints in the previous calendar year.

The report also showed that the problem had been worsening over time. How does
Southwest and the members of Airlines for America:
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e Make sure that passenger complaints related to travelers flying with a dis-
ability are addressed quickly and effectively?

e Ensure that staff are properly trained to engage with and assist passengers
with disabilities, and how often does this training take place?

Answer. Southwest complies with all requirements of the Air Carrier Access Act
and DOT’s implementing regulations (14 CFR Part 382). Southwest has a dedicated
team of Specialists (i.e., our Customer Advocacy Team) who are considered experts
in 14 CFR Part 382. Their focus is to research and respond to disability-related com-
plaints within the required DOT timeframes. For Customers with disabilities that
do not have a written complaint but instead want to speak to a Complaint Resolu-
tion Official (CRO) verbally, we train reservations leaders, airport-based Customer
Service Leaders (supervisor and above), and Operations Agents (boarding agents) as
CROs.

Southwest provides CRO training or disability awareness training annually to our
Employees in Departments ranging from Ground Operations, Ramp, and In-Flight
(flight attendants) to Customer Experience and Customer Support & Services. Our
CRO Initial training for Ground Ops Leaders and Ops Agents will be back to 100
percent in-person this month. The Customer Advocacy Team works with SWA Uni-
versity (our training Department) on a weekly basis to update and improve our dis-
ability awareness and CRO training enterprise-wide.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. MARIA CANTWELL TO
SHARON PINKERTON

Airline Refunds and Scheduling. During the first few months of the COVID-19
pandemic, A4A member airlines did not always issue refunds for cancelled and sig-
nificantly delayed flights—instead offering vouchers—or did not process refunds in
a timely manner. As a result, in 2020, DOT was inundated with 29,687 refund com-
plaints against U.S. airlines, a 4,634 percent increase over 2019. And in 2021, when
things had allegedly improved, complaints were still 959 percent higher than before
the pandemic.

We are still waiting for the final 2022 data, but it will likely be even worse than
2021. Through November 2022, DOT had received 6,379 refund complaints. As a re-
sult, DOT has proposed a new rule to codify, clarify, and strengthen existing refund
standards.

Scott Kirby, CEO of United Airlines, recently stated that there are currently some
airlines “who cannot fly their schedules” and that “any airline that tries to run at
the same staffing levels that it had pre-pandemic is bound to fail and likely to tip
over to meltdown anytime there are weather or air traffic control stresses in the
system.”

Question 1. Should DOT investigate airlines that sell schedules that they can’t
possibly operate? Do you believe such scheduling practices contribute to a decrease
in reliability and resiliency in airline operations?

Answer. DOT’s authority permits investigations when there is evidence of an un-
fair or deceptive practice. An unfair practice causes or is likely to cause substantial
injury, which is not reasonably avoidable, and the harm is not outweighed by bene-
fits to consumers or competition.

A deceptive practice is “is likely to mislead a consumer, acting reasonably under
the circumstances, with respect to a material matter.” We are not aware of evidence
that would meet the criteria of an unfair or deceptive practice. Scheduling practices
can be one factor amongst many that can impact airline operations.

Question 2. To increase transparency across the system, do you believe that air-
lines should report to DOT the number and type of refund complaints they receive?
If no, why not?

Answer. DOT already accepts complaints from consumers on a multitude of con-
sumer regulations, including refunds and reports the number of complaints it re-
ceives in the monthly Air Travel Consumer Report (ATCR). This current system pro-
vides transparency to the public on consumer complaints, including ranking carriers
in the ATCR on various factors. The current system of reporting works. There is
no evidence that a significant increase in reporting by requiring complaints received
by carriers, be reported to DOT is necessary, useful, or would outweigh the tremen-
dous burdens such reporting would have on DOT (fundamentally changing the
ATCR) and carriers. Switching from complaints DOT receives to a system that in-
cludes DOT and carrier received complaints would provide data consistency con-
cerns and less transparency to the public.
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Junk Fees. In your testimony you stated that no member airline of Airlines for
America charges a family seating fee. On February 21, United Airlines, an A4A
member airline, announced a new family seating policy that would help families sit
together without paying additional seat selection fees.

Question 1. Would you like to clarify your testimony that now seems inconsistent
in light of United’s new family seating policy?

Answer. No A4A member airline charges a family seating fee. A4A members have
seating fees for all customers purchasing certain fare classes but no member specifi-
cally charges for a child to sit next to an adult.

Question 2. Are there other A4A member airlines that would assess seat selection
fees to allow a family to sit together?

Answer. As mentioned above, no A4A member has a “family seating fee” (e.g., a
fee for a child to sit next to an adult).

Question 3. If A4A member airlines do not charge a family seating fee and make
every effort to seat families together, do you believe that should be the baseline ap-
plicable to all airlines?

Answer. We do not believe that there is a reason to further regulate family seat-
ing. Carriers have worked with DOT over the past several years to improve families
getting to sit together. DOT and carriers receive low numbers of complaints in this
area and no further regulation is necessary.

Question 4. A4A takes the position that government restrictions on ancillary fees
will prevent the industry from innovating services and remaining competitive. How-
ever, do you believe airlines should clearly disclose ancillary fees to consumers when
they book tickets so that consumers can make informed choices that best match
their circumstances?

Answer. Airlines disclose ancillary fees today to consumers shopping on carrier
websites and have all the information they need to make informed choices. There
is no market failure or unfair or deceptive practice for DOT to regulate. Airlines
provide ancillary fee information by various means that efficiently provide informa-
tion to passengers.

RESPONSE TO WRITTEN QUESTION SUBMITTED BY HON. AMY KLOBUCHAR TO
SHARON PINKERTON

Airline Information Technology Investment. Airlines for America’s written
testimony highlights how U.S. passenger airlines are reinvesting record sums in
their products to continually improve the customer experience, enhance operational
reliability, increase efficiency and reduce emissions.

Question. What investments are the airlines making to modernize their tech-
nology infrastructure to help reduce the risk of future disruptions to air travel? How
will these investments complement current Federal programs?

Answer. In 2022, A4A passenger carriers an aggregate of $6.5 billion in annual
IT operating and capital expenditures. Further, over the five-year period 2018-2022,
total IT spend by A4A passenger carriers was approximately $28B, or about $5.6B
annually. This includes a wide range of both customer-facing technology initiatives
that make it easier for travelers to shop for tickets and other services; check in for
their journeys and navigate airports; check or track bags; to modify their itineraries;
redeem vouchers or loyalty points; and to stay apprised in real-time of changes to
their flights during irregular operations in addition to bolstering IT systems resil-
iency. All dedicated to maintaining, operating and improving the customer experi-
ence.

Our industry investments would be best complemented with increased funding for
the FAA. We support additional funding for the FAA’s capital programs—particu-
larly the Facilities and Equipment (F&E) account—through higher authorization
levels and appropriations that match those levels. F&E has been stagnant for the
last 14 years and resources have not kept up with inflation, much less the needs
of the NAS.

We recently joined 15 other aviation associations on a letter to Congress express-
ing our support for ensuring America has a safe, reliable and modernized air traffic
control (ATC) system. While we commend the Administration for a budget recom-
mending increased funding for the Federal Aviation Administration (FAA) in
FY2024, we believe more can and needs to be done to better balance not only the
maintenance and sustainability of the ATC system but also the modernization of
that system. We have growing concerns about the urgent need for additional human
and technological resources to ensure a healthy and scalable National Airspace Sys-
tem (NAS). The U.S. aviation system remains the safest mode of transportation in
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the world. However, we must continue to develop our safety culture and invest in
both human and technological infrastructure to maintain and improve that safety
record.

The aviation industry—from commercial aviation to general aviation, manufac-
turing, Advanced Air Mobility (AAM) and many other emerging technologies— ac-
counts for more than five percent of the U.S. gross domestic product (GDP). Robust
investment in our aviation system is critical to continued safety and our global com-
petitiveness and the private sector is investing billions in both human and capital
expenditures to keep pace. However, controller staffing shortages and slow mod-
ernization demonstrate that the FAA is not keeping up with the growing needs and
complexity of our aviation system and the demands being put on it to the detriment
of consumers. These technology, personnel, and regulatory challenges need to be ad-
dressed if the U.S. is to maintain its global leadership in aviation safety and innova-

tion. (Referenced Letter Attached)
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The Honorable Sam Graves

Chairman

House Transportation and Infrastructure Committee
1135 Longworth House Office Building
Washington, D.C. 20515

The Honorable Rick Larsen

Ranking Member

House Transportation and Infrastructure Committee
2113 Rayburn House Office Building

Washington, D.C. 20515

The Honorable Kay Granger
Chair

House Appropriations Committee
H-307 The Capitol

Washington, D.C. 20515

The Honorable Rosa DelLauro
Ranking Member

House Appropriations Committee
2143 Rayburn House Office Building
Washington, D.C. 20515

Dear Chairs Cantwell, Murray, Graves and Granger, Ranking Members Cruz, Collins, Larsen,

and Delauro:

We are writing to express our support for ensuring America has a safe, reliable and
modernized air traffic control (ATC) system. While we commend the Administration for a
budget recommending increased funding for the Federal Aviation Administration (FAA) in
FY2024, we believe more can and needs to be done to better balance not only the
maintenance and sustainability of the ATC system but also the modernization of that system.
We have growing concerns about the urgent need for additional human and technological
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resources to ensure a healthy and scalable National Airspace System (NAS). The U.S. aviation
system remains the safest mode of transportation in the world. However, we must continue to
develop our safety culture and invest in both human and technological infrastructure to
maintain and improve that safety record.

The aviation industry — from commercial aviation to general aviation, manufacturing, Advanced
Air Mobility (AAM) and many other emerging technologies— accounts for more than five percent
of the U.S. gross domestic product (GDP). Robust investment in our aviation system is critical
to continued safety and our global competitiveness and the private sector is investing billions in
both human and capital expenditures to keep pace. However, missed certification deadlines,
controller staffing shortages, and slow modernization demonstrate that the FAA is not keeping
up with the growing needs and complexity of our aviation system and the demands being put
on it to the detriment of consumers. These technology, personnel, and regulatory challenges
need to be addressed if the U.S. is to maintain its global leadership in aviation safety and
innovation.

We recognize and acknowledge the important discussions about the broader budgetary
pressures facing our nation. However, the aviation system is unique given the significant role it
plays in our nation’s economy through both the movement of people of goods throughout the
country and the world. Moreover, the travelling public and users of the system fund it by paying
taxes into the Airport and Airway Trust Fund (AATF). Supporting the system through robust
appropriations primarily derived from the AATF will ensure the system has the resources
necessary to grow safely and sustainably. In addition, with the AATF expected to have
surpluses in the next few years, it is critical to ensure those funds be spent to address critical
system needs.

Thank you for your attention to these growing concerns and your recognition of the importance
of that system to safety and our continued economic growth and global competitiveness.

Sincerely,

Aerospace Industries Association

Aircraft Owners and Pilots Association
Airlines for America

Air Line Pilots Association

Association for Uncrewed Vehicle Systems International
Cargo Airline Association

Experimental Aircraft Association

General Aviation Manufacturers Association
Global Business Travel Association
Helicopter Association International
National Air Carrier Association

National Air Traffic Controllers Association
National Air Transport Association

National Business Aviation Association
Regional Airline Association

U.S. Travel Association
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RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. TAMMY DUCKWORTH TO
SHARON PINKERTON

Topic: Addressing Disability Complaints

In 2020, the Department of Transportation reported that 32 U.S. air carriers re-
ceived 35,510 disability-related complaints in the previous calendar year. The report
also showed that the problem had been worsening over time. How does Southwest
and the members of Airlines for America:

e Make sure that passenger complaints related to travelers flying with a dis-

ability are addressed quickly and effectively?

Answer. Airlines take passenger complaints relating to passenger with disability
accessibility services very seriously and dedicate significant resources to ensure they
are addressed quickly and effectively. Under the U.S. Department of Transpor-
tation’s accessibility regulations, our members ensure that each of their Complaint
Resolution Officers (CRO) have authority to make dispositive resolution of com-
plaints on behalf of the airline, prompt dispositive action by the CRO for immediate
complaints, and dispositive action for written complaints within 30 days (giving the
necessary time for investigation of the incident which may have occurred up to 45
days prior).

A4A members also take additional efforts and best practices to help passengers
submit accessibility service concerns to the airlines and respond to those concerns,
including:

e Providing links on electronic communications for passengers with disabilities to
submit feedback at any time during the journey;

e Providing an accessibility hotline that is available 24/7 that is monitored by a
team that will respond to the customer’s concerns within 24 hours;

e Staff with the specific responsibility of monitoring social media for potential
complaints and to identify trending social media accessibility issues to reach the
customers and mitigate the issue;

e Soliciting specific feedback to identify trends and opportunities that are raised
with field leadership for action on identified issues;

e Processes to ensure chat, direct messages, SMS text and e-mails received by
other departments that are accessibility related are forwarded to the correct
team for an expeditious response;

e Automated processes to identify complaints that are accessibility related;

e Assignment of CRO teams to handle specific issues and address post-event ac-
tions;

e Having a specialty team in the customer relations department, with specialized
training on disability regulations, to handle accessibility services complaints;

e Giving high priority to accessibility related complaints for handling by a CRO-
trained customer care agent;

e Training frontline employee leaders, including reservation leaders, airport cus-
tomer service leaders, and operations (boarding agent) leaders as CROs;

e Analysis of complaints and CRO reports into categorized and detailed reports
that are used to investigate issues and take action within the respective oper-
ational department; and

e Monthly quality control reviews regarding complaint response processes.

e Ensure that staff are properly trained to engage with and assist passengers

with disabilities, and how often does this training take place?

Answer. Our members provide significant training for frontline employees regard-
ing accessibility services and have made an explicit commitment to enhance their
accessibility services training for frontline workers and educate their employees
about passengers with disabilities.

Additionally, the industry continues to support the recommendations of Depart-
ment of Transportation’s Air Carrier Access Act Accessibility Committee relating to
training, including the adoption of best practices regarding the training on special
service request codes, the involvement of disability community organizations to im-
prove airline training and adoption of hands-on training for the handling of battery-
powered wheelchairs or scooters.

On training, our members exceed the Department’s regulatory requirements for
accessibility services training, which already requires proficiency training for all
personnel who deal with the traveling public, training with respect to awareness
and appropriate responses to passengers with a disability, training to recognize re-
quests for communication accommodation, and ensure that all such personnel re-
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ceive refresher training every three years. These training obligations extend to our
members service providers as well.

Examples of best practices that A4A members have implemented with regard to
training and that exceed the Department’s requirements include:

e Recurrent training on an 18 month, annual or quarterly basis (topic specific);

e Additional training through ad hoc communications;

e Training of personnel that do not deal with the traveling public (e.g., ramp
agents); and

e Use of training developed by disability community organizations that explains
the importance and impact of accessibility services.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. RAPHAEL WARNOCK TO
SHARON PINKERTON

Investing in Infrastructure. Though Southwest’s meltdown over the December
2022 holidays was alarming, it was only one in a series of recent air-travel failures
and disruptions that this country has experienced over the past few months. In mid-
January, the Federal Aviation Administration (FAA) suffered an outage of their No-
tice to Air Missions (NOTAM) system, which caused all domestic flights to be
grounded for almost two hours. Just a few days later, two planes nearly collided on
the runway at John F. Kennedy International Airport, an incident which was nearly
repeated a few weeks later in Austin, Texas. Each of these disruptions and near
misses poses significant safety concerns and appears to be the result of both public
and private underinvestment in critical infrastructure.

Question. Do you believe that underinvestment in critical aviation infrastructure,
such as air traffic control software, is a challenge to our aviation system?

Answer. Yes, in fact we recently joined 15 other aviation associations on a letter
to Congress expressing our support for ensuring America has a safe, reliable and
modernized air traffic control (ATC) system. While we commend the Administration
for a budget recommending increased funding for the Federal Aviation Administra-
tion (FAA) in FY2024, we believe more can and needs to be done to better balance
not only the maintenance and sustainability of the ATC system but also the mod-
ernization of that system. We have growing concerns about the urgent need for addi-
tional human and technological resources to ensure a healthy and scalable National
Airspace System (NAS). The U.S. aviation system remains the safest mode of trans-
portation in the world. However, we must continue to develop our safety culture and
invest in both human and technological infrastructure to maintain and improve that
safety record.

The aviation industry—from commercial aviation to general aviation, manufac-
turing, Advanced Air Mobility (AAM) and many other emerging technologies— ac-
counts for more than five percent of the U.S. gross domestic product (GDP). Robust
investment in our aviation system is critical to continued safety and our global com-
petitiveness and the private sector is investing billions in both human and capital
expenditures to keep pace. However, controller staffing shortages and slow mod-
ernization demonstrate that the FAA is not keeping up with the growing needs and
complexity of our aviation system and the demands being put on it to the detriment
of consumers. These technology, personnel, and regulatory challenges need to be ad-
dressed if the U.S. is to maintain its global leadership in aviation safety and innova-
tion. (Referenced Letter Attached)

Question. What can Congress do to encourage airlines, as well as the FAA, to in-
vest in this critical infrastructure?

Answer. U.S. passenger and cargo airlines spent $168 billion on aircraft, ground
equipment, information technology, facilities and other capital improvements from
2010 through 2019 and an additional $51 billion from 2020 through 2022. During
this same time, passenger airlines spent $581 billion on wages and benefits to build
the largest workforce they have had in 20 years. And in 2022, A4A passenger air-
lines spent $6.4 billion on information technology. The most important role Congress
can play in encouraging more such investment by industry is to foster an environ-
ment in which airlines can thrive financially. Historical data shows a clear correla-
tion between the industry’s financial health and its ability to reinvest in its product
and people.

For the FAA, Congress should identify programs that provide the most effective
improvements in safety, capacity and efficiency and then apply metrics to evaluate
the effectiveness and hold the FAA accountable for the impacts of the investments.
Specifically:
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Increase Funding for FAA’s Capital Programs

We support additional funding for the FAA’s capital programs—particularly the
Facilities and Equipment (F&E) account—through higher authorization levels and
appropriations that match those levels. F&E has been stagnant for the last 14 years
and resources have not kept up with inflation, much less the needs of the NAS.

Operationalize NextGen

Our goal is to implement and integrate NextGen/ATC Modernization capabilities,
aircraft equipage and people to achieve the intended purpose and produce measur-
able benefits for passengers and stakeholders. This includes throughput, efficiency,
sustainability, fuel savings, emissions reductions, reduced miles flown and noise re-
ductions in specific locations and time frames.

Our top priorities to achieve this goal and improve customer service are:

e Flow Management/Flight Planning Tool—Replace the FAA’s outdated Traffic
Flow Management System (TFMS) with a modernized national planning tool
(Flow Data Management System or FDMS) by 2025. FDMS provides the FAA
with the necessary capabilities in concert with operator flight planning automa-
tion enhancements to provide the basis for expanded capabilities for and im-
proved use of automation by aircraft operators that are extremely limited by the
current TFMS.

TFMS provides tools for users to develop, coordinate, issue and manage Traffic
Management Initiatives that balance flight demand and NAS capacity. How-
ever, those tools have reached end of life and are exhibiting accuracy and la-
tency issues, as well as shortfalls in reliability, maintainability and availability
(RMA). The FDMS will provide a standards-based microservices architecture be-
fore the full implementation, and the final system will address operational
needs such as improved means of flight plan revisions that address weather and
traffic congestion, ultimately benefitting passengers and other stakeholders.

e Airport Surface Management—Implement (Terminal Flight Data Manager) elec-
tronic flight strips and at identified sites, aircraft operational metering at
agreed upon locations and time frames to finish 46 sites by 2027.

e Ensure the NOTAMs program is resilient, has redundancies and is modernized
before 2030.

Also, leverage investments by industry in aircraft-based equipage capabilities and
flight planning management.

o Navigation—Increase utilization of Performance Based Navigation (PBN) and
implement at additional designated airports sites recommended by industry.
This includes the 48 site specific proposals made by the industry to the FAA
under the NextGen Advisory Committee in the Performance Based Navigation
(PBN) Clarification Ad Hoc Team, NAC Task 19—4 Report to achieve desired
PBN outcomes in the implementation of the FAA’s PBN NAS NAV Strategy.
The FAA should continue the implementation of Established on Required Navi-
gation Performance (EoR) Procedures and development of Multiple Airport
Route Separation (MARS). The Agency should continue making use of Con-
verging Runway Display Aid (CRDA) as a metering tool to facilitate PBN imple-
mentation.

o Communication—Complete initial EnRoute DataComm and implement full data
services by 2024.

e Surveillance—We support leveraging carrier investment in ADS-B Out and
ADS-B In aircraft equipage to provide operational benefits and enhance trajec-
tory-based operations capabilities to improve airspace efficiencies and reduce
delay in the NAS. The FAA has shown benefits from reduced spacing in Center
airspace and should complete implementation of this efficiency and capacity ca-
pability using ADS-B at all locations by 2025. Expanded use of ADS-B surveil-
lance should also be matured to implement reduced spacing at airports and in
the Northeast Corridor as the Agency outlined in its report to Congress, as re-
quired by Section 505 of the FAA Reauthorization Act of 2018 (P.L. 115-254).

o Satellite Communication (SATCOM)- We recommend requiring the FAA to uti-
lize equipage for ATC communications in remote areas without VHF radio capa-
bility to improve system performance and efficiency benefits. Reduction of proce-

dural separation should be developed for implementation in Oceanic WTRS and
Gulf of Mexico Airspace through SATCOM.

Status of the Aviation Industry. Though Southwest’s December 2022 meltdown
is certainly cause for concern, Southwest represents just one pillar of a diverse and
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expansive aviation industry in the United States. As home to the county’s largest

airport in Hartsfield-Jackson International Airport, Georgians are keenly interested

in the health and success of the aviation industry as a whole. With that in mind,

Iswould like to learn more about the state of the aviation industry in the United
tates.

Question. Is the aviation industry, including both airlines and airports, fully
staffed? If not, why?

Answer. Data from the Bureau of Transportation Statistics show in January U.S.
passenger airlines employed their largest workforce since October 2001. They added
46,344 jobs in 2021, 49,796 in 2022, and 4,380 in January—a total of 101,519 full
time equivalent employees (FTEs). Including cargo-only airlines, total industry
headcount exceeded 787,000 in January. What has changed is that due to higher
rates of employee absenteeism—in aviation and other sectors of the economy—and
longer taxi times at airports, airlines now require more staff—especially pilots—and
aircraft to produce the same amount of capacity as they did preceding the pandemic.
Several airlines have announced plans to expand their payrolls further in 2023, es-
pecially their pilot ranks. At the end of 2022, U.S. passenger airlines employed 5
pf(?rcent more pilots and 1 percent more flight attendants than they did at the end
of 2019.

As to airports, A4A does not have specific data on airport staffing but we would
encourage your staff to reach out to the airport associations for more information.

Question. How much debt is currently being held by airlines and airports as they
seek to return to normal operations following the COVID-19 pandemic?

Answer. U.S. carriers amassed a significant amount of debt, which ended 2022
just shy of $150 billion in 2022, despite the public and private actions taken over
the course of the pandemic. This debt comes with heavy cash outlays for interest.
In fact, net interest expense tripled from 2019 to 2021 and will remain elevated
through 2023. As of February 7, nine publicly traded U.S. airlines had published
their full-year 2022 results, posting just $2.5 billion in pre-tax earnings—a modest
1.3 percent pre-tax profit margin. Notably, that comes on the heels of $49 billion
in pre-lax losses recorded in 2020 and 2021 combined.

As to airports, A4A does not have specific data on airport debt but we would en-
courage your staff to reach out to the airport associations for more information.

Question. How are inflation and supply chain issues affecting the industry?

Answer. Regarding inflation, from 2019 to 2022, while passenger airline operating
revenues rose 8 percent, operating expenses rose 16 percent due to higher rates for
labor, fuel, aircraft, maintenance, airports and other costs of doing business. And,
thanks to the aforementioned debt burden, interest expense rose 183 percent, to
$5.2 billion for the 10 largest carriers alone. Meanwhile, supply chain issues (e.g.,
engines, avionics) are apparent in delayed deliveries of aircraft, as manufacturers
have been forced to shift deliveries farther out in the calendar and deployment on
new or existing routes is postponed accordingly. That is just one of several factors
limiting capacity growth.

While there are certainly many supply chain challenges across the aviation sector,
one key supply chain breakdown that is of particular and timely concern relates to
the current 5G inference issue. Last November, a broad group of aviation stake-
holders (including A4A) wrote the Administration regarding their commitment to
finding reasonable solutions that allow implementation of 5G while addressing safe-
ty and operational disruptions in the National Airspace System. One component of
those reasonable solutions is the ongoing effort to retrofit impacted aircraft with
radio altimeters (RAs) that are not susceptible to interference from 5G signals. The
aviation community has been actively and aggressively engaged in meeting retrofit
deadlines, however, supply chain challenges and certification solutions are making
deadlines difficult, if not impossible, to meet.

Quegtion. What factors drive the costs of maintaining airline and airport oper-
ations?

Answer. The primary factor is the supply and demand balance for workers and
materials. The most volatile cost input is the price of energy, which is primarily jet
fuel for the airlines and utilities for the airports.

Question. What investments are needed to maintain a healthy aviation industry?

Answer. In addition to previous answers above related to investments there are
also FAA funding and reform issues that should be addressed, including:

Ensure Controller Staffing Model Updates Hiring Goals and Provide Funding

The FAA and NATCA were directed by Appropriators to working through the col-
laborative resource workgroup (CRWG) to improve the process for determining con-
troller staffing targets by evaluating staffing needs on a facility-by-facility basis as
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well as improving the algorithm that determines the staffing target based on a vari-
ety of factors. That work, including MITRE’s review, has been completed and al-
though it is not publicly available, we believe this report should serve as the basis
for increased funding and staffing to ensure the National Airspace System (NAS)
is adequately staffed so that fewer passengers’ itineraries are delayed or disrupted.

Ensure FAA Continues to Operate Normally During any Government Shutdown

Congress should ensure the FAA’s operations are protected during any govern-
ment shutdown by allowing the FAA to continue to draw from the Airport and Air-
ways Trust Fund (AATF) during any funding lapse to pay controllers and other
opeﬁ"athonal needs so that travelers and shippers of goods are not grounded during
a shutdown.

Apply Current Funding Mechanisms to New Entrants

Given the rapid growth and importance of advanced air mobility and commercial
space new entrants, as new entrants increasingly divert FAA staff attention away
from moving passengers efficiently across the country, we recommend applying pas-
senger taxes and the waybill tax to these stakeholders to ensure that everyone who
utilizes the system also contributes to the AATF.

Hold the FAA Accountable for Achieving Consumer/Operational Benefits

NextGen Benefit-Focused Metric Task Force—As the FAA restarts its air traffic
control modernization efforts following Covid related restrictions, we want to ensure
the NextGen program finally achieves its intended purpose, namely greater energy
efficiency and emissions reductions. Getting passengers and packages to their des-
tination safely, efficiently and as quickly as possible is a top priority for our carriers.

Finally, ensure that the FAA is the sole regulator of safety and operations for the
NAS. We recommend inclusion of language that codifies the FAA’s singular author-
ity over operations in the NAS. A Federal standard for operational and safety re-
quirements ensures that all civil operators, including new entrants and drones, com-
ply with equivalent safety standards and that state and local requirements cannot
create a competitive advantage or disadvantage, or negatively impact safety and op-
erations.

Expanding Access to Air Travel. Prior to the COVID-19 pandemic, the number
of airline passengers had been steadily increasing for decades. As the aviation in-
dustry works to recover from severe reductions in service and operations, it may be
helpful to understand why air travel was becoming increasingly accessible prior to
the pandemic so that best practices may be repeated.

Question. What were the reasons for the steady increase in air travelers prior to
the COVID-19 pandemic?

Answer. The largest single factor was and remains healthy competition, led by the
rapid growth of (and low barriers of entry to) ultra-low-cost carriers, combined with
unprecedented transparency in distribution and pricing of airline services. The roll-
out of additional nonstop routes not previously served on a consistent, economical
basis, was also a factor. Some of these are being showcased by new entrants such
as Avelo and Breeze, who entered the U.S. marketplace in April 2021.

Question. In general, who were these new aviation consumers?

Answer. The simple answer is the new aviation consumers were consumers who
could not previously afford to fly. Prior to the pandemic we were experiencing what
many have called the “Golden Age” of air travel. U.S. airlines were flying 2.5 million
passengers and more than 58,000 tons of cargo each day. In 2019, U.S. airlines car-
ried an all-time high 927 million passengers in scheduled service. Those record
numbers were in large part because of two main factors: affordability and accessi-
bility. Accounting for inflation, and including ancillary services, average domestic
ticket prices fell 15 percent from 20142019, 22 percent from 2000-2019 and 44 per-
cent from 1979-2019—the 40-year period following the Airline Deregulation Act of
1978. Those lower fares made commercial air travel accessible to nearly all Ameri-
cans. In fact, 42 percent of Americans who flew in 2019 had family incomes under
$75,000. Further, in 1971 only 49 percent of Americans had ever flown commer-
cially. Today, 90 percent of Americans have flown in their lifetime—and more than
half have boarded a commercial aircraft by the time they turn 16.

Consumer Protection. The significant service and operational disruptions caused
by Southwest’s December 2022 meltdown and the recent Federal Aviation Adminis-
tration’s Notice to Air Missions (NOTAM) system outage highlight the need for Con-
gress to better protect consumers and airline passengers. Airline passengers deserve
a travel experience that is free of surprises, as well as a guarantee that they will
be appropriately accommodated should unexpected delays or cancellations occur.
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Question. What investments has the aviation industry made to support customer
service in the wake of these high-profile disruptions?

Answer. As noted in our testimony, U.S. passenger airlines are reinvesting record
sums in their products to continually improve the customer experience, including a
wide range of customer-facing technology initiatives that make it easier for travelers
to shop for tickets and other services; check in for their journeys and navigate air-
ports; check or track bags; to modify their itineraries; redeem vouchers or loyalty
points; and to stay apprised in real-time of changes to their flights during irregular
operations. The airlines have pared back planned growth and updated their staffing
models—and hired tens of thousands of workers—to reflect post-pandemic oper-
ational realities.

Question. What steps are being taken by the aviation industry to ensure pas-
sengers are being appropriately accommodated when flights are delayed or can-
celled, regardless of the cause of the delay or cancellation?

Answer. Under U.S. DOT regulations, U.S. airlines are required to have a cus-
tomer service plan, which requires a number of steps to accommodate passengers
during cancellations and delays and be transparent about those policies. For in-
stance, the plan requires that carriers provide notice of known delays, cancellations
and diversions, provide prompt refunds when due, meet passenger essential needs
during tarmac delays, disclosing cancellation policies and notifying passengers in a
timely manner. The U.S. DOT holds carriers to these customer service plans and
will take enforcement action if the plans are not followed. In addition, the DOT
Dashboard provides the public with additional information on carrier accommoda-
tions during delays and cancellations and DOT holds carriers to these public com-
mitments.

https:/ /www.transportation.gov | airconsumer | airline-customer-service-dashboard

Improving Communication and Partnerships. Unfortunately, airlines cannot
control all of the variables that affect their operational performance. Weather, Fed-
eral operations systems, and air traffic controllers can all affect an airline’s ability
to transport passengers to-and-from their destinations. In order to improve the effi-
ciency of the Nation’s aviation system, collaboration between all industry parties
and partners should be encouraged.

Question. What opportunities exist to foster increased partnership and collabora-
tion between public and private aviation stakeholders?

Answer. The continued partnership that exists between the FAA’s air traffic man-
agement system and the corresponding investments made by airlines in modern avi-
onics and traffic management software typically referred to as NextGen is a key col-
laboration. Every effort should be taken to operationalize NextGen to implement
and integrate NextGen/ATC Modernization capabilities, aircraft equipage and peo-
ple to achieve the intended purpose and produce measurable benefits for passengers
and stakeholders. This includes throughput, efficiency, sustainability, fuel savings,
emissions reductions, reduced miles flown and noise reductions in specific locations
and time frames.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. TED CRUZ TO
SHARON PINKERTON

1. The Department of Transportation (DOT) recently announced an investigation
into Southwest’s flight schedule using their consumer protection authority derived
from 49 U.S.C. §41712. Specifically, DOT is looking into whether Southwest was en-
gaged in “unrealistic scheduling” which DOT identifies as an unfair or deceptive
practice.

a. To what extent has DOT used this authority in the past?
Answer. We are unaware of DOT using this authority in the past.

b. If DOT elects to regulate flight schedules, what impact will that have on airline
operations and consequently consumers?

Answer. It is likely that “regulation” of flight schedules would ultimately mean
fewer flights available to the consumer, which would put upward pressure on fares
and downward pressure on choice. It could mean not only fewer local options but
also fewer connecting opportunities for a passenger without a nonstop option. We
should not use the cloak of the anomalies caused by the pandemic to re-regulate
schedules.

Prior to the pandemic, our industry was experiencing what many have called the
“Golden Age” of air travel. U.S. airlines were flying 2.5 million passengers and more
than 58,000 tons of cargo each day. In 2019, U.S. airlines carried an all-time high
927 million passengers in scheduled service. Those record numbers were in large
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part because of two main factors: affordability and accessibility. Accounting for in-
flation, and including ancillary services, average domestic ticket prices fell 15 per-
cent from 2014-2019, 22 percent from 2000-2019 and 44 percent from 1979-2019—
the 40-year period following the Airline Deregulation Act of 1978. Those lower fares
made commercial air travel accessible to nearly all Americans. In fact, 42 percent
of Americans who flew in 2019 had family incomes under $75,000. Further, in 1971
only 49 percent of Americans had ever flown commercially. Today, 90 percent of
Americans have flown in their lifetime—and more than half have boarded a com-
mercial aircraft by the time they turn 16.

c. If airlines reduce service, including the number of flights they run, how will
that impact smaller markets?

Answer. Given a finite number of planes and pilots, smaller markets are often the
first to experience service reductions, which we are seeing firsthand amid today’s
relative pilot scarcity. Over the past three years, mainline pilot ranks grew 10 per-
cent but regional airline pilot ranks fell 14 percent. That is very telling of what
would happen.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. MARIA CANTWELL TO
Dr. CLIFFORD WINSTON

Competition in the Airline Industry. Dr. Winston, in a recent press release, Air-
lines for America makes the claim that there is “robust competition among U.S. air-
lines” and that U.S. airlines “compete aggressively for customers.”

Yet since deregulation, many rural or smaller markets have been cut off from air
service altogether or may have one service provider that is able to extract conces-
sions from the community without the restraint of competition. That is certainly be-
coming a problem in smaller markets in Washington state.

Question 1. What solutions should Congress be looking at in order to enhance
competition in the market, particularly in smaller or rural communities?

Answer. To enhance airline competition, Congress needs to enact policies that will
stimulate new entry by air carriers. There are two policies that can accomplish that
goal. First, Congress should work with other branches of government to grant for-
eign airlines cabotage rights, which would allow foreign airlines to serve U.S. do-
mestic routes. Allowing cabotage would make it much less likely that low-density
domestic routes connecting smaller or rural communities would be underserved be-
cause passengers on those routes could provide feed for foreign and U.S. airlines on
international routes that originate in smaller communities in the US. Both U.S. and
foreign airlines would seek to serve smaller communities with appropriate-sized air-
craft and offer passengers seamless international service. (Note cabotage would en-
able U.S. airlines to serve foreign countries’ domestic routes). Second, Congress
could help to privatize the U.S. airport system, which would generate more airport
and airline competition. Private airports in smaller communities would have a fi-
nancial incentive to attract more airlines to serve their airport, which would in-
crease airline competition, by improving their facilities and the operations of the air-
lines that serve their airport and by charging airlines attractive user fees. Private
airports that attempt to charge monopoly user fees would be constrained from doing
so because airlines could simply eliminate that airport from their network.

Question 2. How do we incentivize airline operators to establish and maintain
service in smaller markets?

Answer. Generally, airlines are incentivized to serve markets where there are
profit opportunities. Contrary to popular wisdom, airline deregulation incentivized
airlines to serve smaller communities because airlines saw profit opportunities by
connecting those communities to their hub and spoke networks. See, for example,
my coauthored book and paper. Global airline deregulation, which would be facili-
tated by granting airlines cabotage rights, would provide airlines opportunities to
increase their profits by expanding the markets they serve, including smaller mar-
kets, to compete more effectively in the deregulated global airline industry. Note
that subsidizing airlines to serve smaller markets may have the unanticipated effect
of reducing service by masking profit opportunities. See the aforementioned book for
a discussion of how the Essential Air Service (EAS) program had that effect.
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RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. TED CRUZ TO
DR. CLIFFORD WINSTON

Question 1. The Department of Transportation (DOT) recently announced an in-
vestigation into Southwest’s flight schedule using their consumer protection author-
ity derived from 49 U.S.C. §41712. Specifically, DOT is looking into whether South-
west was engaged in “unrealistic scheduling” which DOT identifies as an unfair or
deceptive practice.

a. If DOT elects to regulate flight schedules, what impact will that have on airline
operations and consumers?

Answer. I would have to know specifically how DOT elected to regulate flight
schedules to provide a precise evaluation, but the uncertainty itself of DOT’s regu-
latory policy raises serious concerns. On what basis would DOT regulate flight
schedules? How would they determine that their regulation would benefit travelers?
Southwest has incurred substantial financial costs from their alleged “unrealistic”
scheduling. Doesn’t Southwest have a strong financial incentive to ensure that they
can provide the flights that they schedule? By regulating flight schedules without
addressing my concerns about the basis for and evaluation of the effects of their reg-
ulations, DOT could be providing a solution in search of problem, which could sub-
stantially hurt airline operations and consumers. Airlines have not been engaged in
unrealistic scheduling for most of their flights since deregulation and as noted, air-
lines have a strong financial incentive not to engage in unrealistic scheduling. DOT
has no justification to intervene in airlines’ flight schedules, especially when it can-
not set forth, let alone defend, a clear regulatory approach.

b. If DOT elects to impose new regulations on baggage fees, fare refunds, seating
arranggments, etc. how will airlines respond and what impact will that have on cus-
tomers?

Answer. The airline industry is highly competitive and air carriers earn close to
a normal rate of return on their investment in the long run. In such an industry,
firms cannot incur costs that they are unable to cover with their prices or they will
go out of business. Accordingly, if DOT imposes new regulations on baggage fees,
fare refunds, seating arrangements, and the like and those regulations impose costs
on the airlines, then the airlines will have to recover those costs by either raising
fares or finding another way to charge travelers to cover those costs. Overall, con-
sumers will not be better off, but certain consumers who benefit from DOT’s new
regulations will benefit at the expense of all travelers who pay the higher fares.

Question 2. The air travel industry remains one of the most heavily regulated in-
dustries in the country.

a. Please describe existing barriers to new entrants and how that impacts com-
petition?

Answer. There are two major entry barriers to competition in the U.S. airline in-
dustry. The first is that foreign airlines cannot serve domestic passengers on a route
that consists of an origin and destination airport in the United States. For example,
British Airways cannot serve travelers flying from Washington, DC to New York.
The result is that the dozens of foreign airlines that serve travelers on U.S. inter-
national routes and on routes throughout the world are unable to compete for pas-
sengers in the U.S. airline market. The second entry barrier is that the U.S. com-
mercial airport system consists almost exclusively of public airports, which limits
airport competition because only one new major commercial airport, Denver Inter-
national Airport, has been built in the United States since 1973. Private airports
do not exist that compete with public airports. Public airport competition is clearly
limited in major metropolitan areas, such as Atlanta, Minneapolis, and Denver,
which are served by only one airport. The lack of public airport competition trans-
lates into a lack of airline competition because airports have entry barriers such as
exclusive use gates, slot controls that limit operations, and the like.

b. What impact does increased competition have on the price of airfare?

Answer. The lack of competition from foreign airlines and the lack of airport com-
petition cause fares to be higher than they would be if foreign airlines could compete
in U.S. markets and if there were greater airport competition. Evidence that fares
would decrease and service quality would increase if foreign airlines were allowed
to compete in U.S. markets and if airports were privatized to increase airport com-
petition is available in my coauthored book Revitalizing a Nation: Competition and
Innovation in the U.S. Transportation System. In short, increased competition would
lead to lower airfares in more competitive markets.

c. What role do low-cost carriers, such as Southwest, play in the market and what
impact does that have on domestic airfare?



109

Answer. The entry of low-cost carriers into the airline industry has been essential
for the success of airline deregulation. Southwest Airlines, in particular, has devel-
oped efficient operations that have enabled it to have lower costs than most other
airlines. As a result, we report in chapter 7 of Revitalizing a Nation that Southwest
has reduced fares, on average, 30 percent and that air travelers have gained $67.6
billion (2000 dollars) from its entry during 1994-2014.

d. What actions can Congress take to increase competition in the air travel indus-
try?

Answer. Congress can work with other branches of government to increase com-
petition in air transportation by granting foreign airlines cabotage rights, which
would allow them to serve U.S. domestic routes and to compete with U.S. carriers.
Congress also can help to privatize the U.S. airport system, which would generate
more airport and airline competition.

Question 3. In your written testimony you reference a New York Times article ti-
tled, “It’s Time to Finally Fix Air Travel” by William McGee, which was published
on January 13, 2023.1 In that piece, Mr. McGee claims the airline industry before
de-regulation was stable, profitable, and competitive. Mr. McGee concludes that “the
deregulation experiment since 1978 needs to be rethought.”

a. Do you agree that Congress should rethink airline deregulation?

Answer. Congress should not rethink airline deregulation. Instead, Congress
should be more aware of the enormous benefits that airline deregulation has
brought to travelers, in terms of lower fares and improved service quality, and to
carriers, by giving them the freedom and incentive to be more efficient, without
causing any degradation in airline safety. The policies that I recommend to increase
competition in the airline industry would build on the benefits generated by airline
deregulation.

Question 4. Southwest announced in late 2022 that it would be reinstating its div-
idend payments, which were suspended in early 2020, in 2023. Some have suggested
these dividends would have been better used to improve its crew-assigning software.

a. As a general matter, how do dividends impact not just shareholders but the
broader economy?

Answer. I am not an expert in corporate finance, but the basic principle of why
firms pay dividends is the same as other actions that firms take to be more competi-
tive. Firms pay dividends to help raise additional capital, which enables them to be
more efficient and innovative. By raising capital that enables them to be more effi-
cient and innovative, competitive firms are better able to benefit consumers and the
economy.

b. How is this favorable compared to companies simply stockpiling cash, particu-
larly in the low-interest rate environment we were in over the past several years?

Answer. Again, I am not an expert in corporate behavior, but all firms seek to
get the highest return on their capital recognizing the tradeoff between risk and re-
turn. Stockpiling cash in a low-interest rate environment is a low-risk strategy but
also a very low rate of return strategy. Paying dividends as part of a strategy to
raise additional capital investment is likely to lead to higher returns without a com-
mensurate increase in risk.

c. Southwest offers a ProfitSharing Plan and an Employee Stock Purchase plan,
which allows employees to purchase Southwest stock at a discount so they can di-
rectly benefit from the company’s success. Considering this, how does paying divi-
dends benefit the airline employees who are invested in the company?

Answer. Generally, firms offer benefits in addition to a salary to employees to be
more competitive in the labor market and thus attract the best employees.
Southwest’s Profit Sharing and Employee Stock Purchase plans are employee bene-
fits in addition to an annual salary, which enable Southwest to attract high quality
employees in all job classifications. Clearly, the employees value the benefits from
the plans, including the dividends they receive as partial owners of Southwest. If
employees did not value those benefits, Southwest would discontinue the plans be-
cause they were not helping them to be more competitive in the labor market.

O

1https:/ | www.nytimes.com [2023 /01 / 13/ opinion / faa-air-travel-regulation-outage.html
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