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America West, at the end of 2005, had a fleet of 145 aircraft (comprising five types and four engine models).  US Air had a fleet of 268 aircraft (nine types and six engine models).  But America West’s 96 Airbus A319 and A320 aircraft have a different manufacturer’s power plant than US Air’s 106 Airbus A319, A320 and A321 aircraft.  Dissimilarities in equipment create additional costs in terms of direct and indirect maintenance, pilot training, crew scheduling and several other accounts.   

Management’s aggressive new gambit is to blend this US Air/America West combined fleet of over 413 aircraft into Delta’s 488-unit fleet (comprising thirteen different aircraft types of which only two types are compatible with US Air’s ten different types).  As one example of incompatibility, Delta’s 85 B757-200 aircraft have Pratt & Whitney engines while US Air’s 43 B757-200s have Rolls Royce engines. 

Former America West CEO’s first merger may appear to have been accomplished smoothly; and perhaps the combined networks may seem to be well on the way to reaping the rewards of expanded critical mass and cost savings - in some areas - through consolidation.  It may also be far too soon to tell.  The results of two years’ combined operation/s should be necessary to give adequate credence to analysis and evaluation of claims.

This proposed second merger, between a smaller, barely-weaned, (primarily domestic) blended entity and a massively complex major carrier - with over 150 long-range international-route aircraft alone - is a distinctly different game to be played.     

The pitch that Wall Street appears to be buying into is that there will be $1.65 billion in “synergies” in a US Air-Delta merger.  What the street and investors are not asking, yet, is what will be the extra cost and complexity of attempting to mesh a mixed-bag fleet of some 420 US Air aircraft with a mixed-bag fleet of nearly 500 Delta aircraft:  Not to mention their respective pilots, mechanics, training and scheduling departments, and technical and operations’ departments.  It is probable that “synergies”, such as they may be, will be widely overtaken by added costs, and by certain competitive moves, in the ensuing three or four years it should take to sort out and settle the cauldron of stew.

The situation at Delta itself, on its own, presents an enormous challenge facing CEO Gerry Grinstein as it emerges from Chapter 11 bankruptcy.  The Delta aircraft fleet is too complex.  For example, otherwise-identical B767s have both General Electric CF6 and Pratt & Whitney PW4000 engines: There are five different models of B767s: The MD-11 aircraft are unnecessary and high-cost: There are about 180 short-range B737-200 and former Douglas twin-jet types that should be replaced with cost-effective, new-generation, low-maintenance aircraft.  Delta’s task is simplification.  US Air’s task is simplification, as well, and it is nowhere near the end of that road.

It is instructive to step back for a minute and remind oneself what makes Southwest Airlines successful and profitable, year after year, quarter by quarter, through peaks and recessions.  Fleet simplification: Superb pilot training, and scheduling: Superb maintenance!  Southwest’s fleet is simply this (one engine type, one aircraft manufacturer, one airplane type/three models; all pilots qualified on all models): -
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In Europe, Ryanair’s CEO Michael O’Leary spent time with Southwest and Herb Kelleher several years ago.  Ryanair emulated Southwest’s business and strategic model (except for its recent bid for Aer Lingus) and is now virtually unstoppable.

A premature US Air-Delta merger would result in a 900 airplane fleet with 20 different aircraft/engine types, creating a potential economic nightmare for pilot crew scheduling and training and a vast new department to deal with various maintenance bases, technical personnel, overhauls and outsourcing contracts.  Airlines, in large part, are about pilots, airplanes and engines:  If the latter two are complex, obsolete or too varied the added costs are enormous.  If the former are utilized inefficiently, the added time involved in the “musical chairs” of recertification, reassignment, training and/or rotation adds up to massive incremental crew costs.

With between 5000 and 6000 pilots involved, the extra crew and related cost/s associated with a 20-type mixed-bag fleet of 900 aircraft (and different training, scheduling and seniority regimens) could amount to over half billion dollars per annum.  The added costs in the technical areas, such as direct and indirect maintenance, engine/airframe/avionics parts and spares, and in personnel retraining could be on the order of a billion dollars a year.  The added burden in those two areas alone would likely offset any advertised “savings” through synergies (the latter to be achieved, presumably, through reduction of administrative and other staff, closure of one or more bases or hubs, and the consolidation of some routes and aircraft units).

In the past 35 years or so, there have been numerous mergers and acquisitions in the commercial airlines’ arena in America: A few have worked, fewer still have worked well.  Some have resulted in collapse and liquidation.  The U.S. aviation scene will undoubtedly go through further consolidation, and may indeed benefit from it – some experts are saying, “the U.S. needs only two airlines, three at most”.  That road, however, can lead to the situation that the commercial aircraft manufacturing industry has got to: At one time there was Douglas, Lockheed, Convair, Boeing – now there is one.  The U.S. doesn’t need an Aeroflot.  Future airline mergers should be prudent and well planned for the long term, not quick-draw shots from the hip. 
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