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transcript is totally worthless. I appreciate your 
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matter.

Sincere

R. S. Andrésen
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Jerry Barrett: This is Jerry Barrett talking. Today's date is March 19, 1986. 
I'm interviewing Rolf, I'll spell that R-o-l-f, Andresen, A-n-d-r-e-s-e-n, uh, in 

his office at Eastern Airlines Headquarters in Miami.

Rolf, I wonder if you would begin by just talking a little bit about uh, how 
you happen to be here. How, what did you do before you came to Eastern briefly and 

what have you been doing since you got here?

Rolf Andresen: I joined Eastern Airlines in 1968. Prior to joining Eastern I 
held various financial responsibilities with the Ford Motor Company, Sperry Rand, 
and Getty Oil Company. My first position at Eastern was to direct the financial and 
budgetary functions in the Marketing Group. I later became Assistant Treasurer, I've 

been a Treasurer since late 1981.

Jerry Barrett: Ok. Uh, I take it that your involvement in the broad area of 

labor relations is a more recent thing. Uh, just in the last few years, or were you 

involved in it earlier than that?

Rolf Andresen: A direct involvement with labor groups began in late 1982 and 
early 1983. It was triggered by the interrelationship between labor issues and the 

financial condition of the company.
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As the two became progressively intertwined there was a need to bridge the 
conventional communications and understanding gap. However, the driving force behind 

this objective was Borman's style of management and convictions. The basic idea 
was to give employees access to relevant information about the Company's condition, 

to give them an opportunity to understand reality with the expectation that co
operative solutions would result involving labor participation in the risks and re

wards of the enterprise.

Deregulation started taking effect in the early '80's, especially 1981. Newly 

formed low cost carriers gained penetration showing preference for the East Coast 
markets. As an inexorable process had been activated, Eastern, while not one of the 
financially strong carriers, had a reasonable chance to undergo the necessary adjust

ments and survive. The Company had completed four profitable years 1976 through 
1979 with net income of $190 million dollars and, above all, its resources had all 
the potential ingredients to succeed. The route structure was basically sound need
ing refinements rather than identity-crisis type of restructures as was the case with 
other carriers. The fleet was being modernized and expanded with new B727 and A-300 

aircraft, while orders were in place for the new advanced-technology B757 aircraft.
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But, financial disappointments were in the horizon. While some of them were 
related to recessions or other events such as the air traffic controllers' strike, 

there is, however, one common denominator, and that is low fare competition which 
over the long run can only be met with an appropriate low cost structure.

The first major blow was struck in March 1983 against a gradual-adjustment 
approach to deregulation. While efforts were underway to implement a wage freeze 
program for 1983, the Company was forced to accept a financially unacceptable 

settlement with the IAM. I still remember Borman reviewing our cash projections 
before the final strike deadline. In about two weeks we would be insolvent and with

out a chance to recover. Borman has been highly criticized for settling rather than 
accepting a strike. I don't think he really had a choice. It would had been like 
going to war without ammunition. A settlement at least offered the hope of life 
thereafter.

At this time in early 1983, labor's understanding of the financial condition 
of the Company was at a low point. The conventional approach to discredit manage
ment was at a peak. The Miami Herald was helping to spread the confusion by printing 

anything that came their way. The accusations were abundant: we kept several sets 
of books; depreciation was illegitimate; unearned transportation revenue was a way 
of hiding cash. And, above all, on the day before the strike deadline the IAM an

nounced that consultants had ruled that Eastern's condition was sound and capable of 
meeting the Union demands.
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Well, we agreed to an unacceptable contract and to keep peace, its unrealistic 

benefits were extended to the non contract employees. Wayne Yeoman and I updated 
our projections and showed Borman what he knew. On June 30, 1983 we would go 
bankrupt. It took Borman one second to provide the inspiration for a new recovery 

program. We were at the bottom, in both labor relations and financial terms. Re
construction would start by a new effort with full labor access to information and by 

a cooperative financial program to avoid bankruptcy.

The financial recovery program was a model. All important segments having a 

stake in Eastern's future were called upon and finally agreed, in a spirit of 
fairness and cooperation, to the 1983 program. Labor accepted a wage investment 

program, U.S. banks reopened the revolving credit, European lenders and U.S. 
insurance companies deferred maturities, manufacturers rescheduled deliveries and 
rearranged advanced payments. While this complex program was negotiated the Company 

purchased and financed 17 new aircraft (13 B757's and 4 A300's).

But a new wave of disappointments set in while the ink was still wet in the 
1983 recovery plan. A worsening outlook showed a liquidity crisis in 1984. Back to

the drawing board.
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This crisis was met by labor in a different way, probably at a higher level of 
sophistication. Borman conveyed the message successfully. The future needs adjust
ments; its in the hands of the employees. Banks and other lenders were no longer 
ready to step in. They perceived the problem as a labor-cost-restructure problem, 
an earnings issue, not a financing issue. Now professionals were brought in. 
Investment bankers, certified accountants and the best human catalyst I have ever 

seen in action, Bill Usery. These efforts led to the 1984 program having employee 
ownership and participation in profits as well as Board representation and involve

ment in day-to-day company affairs.

Employees had penetrated the right side of Eastern's balance from top to bottom, 
as holders of bonus credits, pension plans, long-term debentures, preferred stock 

and finally 25% of the common stock. Now they would act not only as recipients of 
wages but also as investors and owners. A new day. New hopes.

While the 1984 ownership program was put together, two behind-the-scene 
processes deserve comment. First, labor had the opportunity, directly and through 
advisers, to audit, question, interrogate, analize and understand the management and 

control systems of Eastern. Our financial planning and control was taken apart to

the most minute detail.
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It may have almost come as a surprise to some union leaders after years of conven

tional speech that our control systems and judgements were sound and with complete 
integrity. This did create a degree of first-level trust and good faith. But, 
behind this, a more sophisticated level of criticism was surfacing. It was inspired 

by the need to find one single simple reason for our problems, other than labor re
structure. It no longer referred to two sets of books or hiding cash, though is is 
equally destructive. The rationalizations now were based on blaming aircraft acqui- 

tions, or the indebtedness burden.

We embarked on a communications campaign to address the aircraft acquisition 

program. We showed how the combination of cash operating savings and financing 
terms had a positive cash flow throughout so that the aircraft programs were not 
financed from salary reductions. The fact is that in an effort to build cash 

reserves to protect us against downturns we used our trusted sources from which to 
generate cash, such as from receivables and equipment, to the maximum. The banks 

had gradually cut all credit availability under the revolver.
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The same kind of analysis applied to our debt burden and capital structure.

Sure, our debt-to-equity is one of the highest, and at times the highest of the 

majors. But, when we measure the sensitivity of earnings to our debt burden and 
compare it to the sensitivity to the efficient labor cost structures of other car

riers the labor issue becomes overpowering in numerical terms.

So 1984 was a year of cooperation and building for the future. The big test 
came late in the year, culminating on December 31, I believe, when Charlie dropped 

the first bomb, calling for a snapback.

The year 1985 saw the gradual undoing of the cooperation efforts of 1984. In 

retrospect, the financial recovery starting in the third quarter of 1984 and 
to the second quarter of 1985 may have complicated matters by masking the negative 
underlying trends which would soon resurface. By the end of 1985 we were looking at 

an unacceptable 1986 with the need to again restructure. The inability of the unions 

to respond led the Board to accept the Texas Air offer to acquire the Company.
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Because of the financial considerations involved I had the opportunity to par
ticipate in numerous labor negotiating sessions, some extending into the early hours 

of a day, some stretching through weekends. Some observations flow from this 

involvement.

First, I gained new insight into the differences between perception and reality, 
especially realities expressed in numerical terms. The process of converting real 

crisis into perception is a difficult one. The conversion was done successfully. 
Borman can be very clear, leaving no room for misunderstanding. His timing was 
excellent and he brought in the appropriate advisors, consultants and technicians 
to corroborate the situation. The employees of Eastern came to know when there 

was a problem and they believed there was one.

Second, I learned that in labor situations here is a stronger tendency to get 

sidetracked into fruitless issues. For example, we spent tremendous efforts in at

tempting to remove funding deficiencies in our pension plans by getting the 
Department of Labor to allow a contribution of a subordinated Eastern note. Or we 
spent long sessions in addressing the labor proposition that wages should be based 

on revenue sharing. But we did it as part of our efforts to reach a consensus.
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The third observation relates to the experiment in employee ownership and 

participation. The contention has been made that since it didn't survive the crisis 
of 1986 it probably should have never been introduced. I don't believe this is the 
correct position. Of the various approaches to deregulation the one pursued by 
Borman was the most advanced, less traditional in business practice and harder to 

implement. It was accomplished and its initial steps were solid. I further believe 
that the time was ripe for the survival of Eastern given the rather well educated and 

informed workforce. This means that the union leadership had a good fighting chance 
of selling the merits of ownership and participation to their membership.

In the final analysis, ownership and participation made union leaders un
comfortable. They probably understood it. But they were not ready to act upon it. 

Snapbacks and confrontation were easier.

Jerry Barrett: Were you at all involved in the discussions and calculations 

that went into the profit sharing that was developed in late 87, and no I'm sorry 

late 77, get my time right, late 76 and 77, the profit sharing system that was sup

posed to be a five year.
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Rolf Andresen: It was called the VEP?
Jerry Barrett: Yes

Rolf Andresen: Yes. I was involved in that process. I believe it was something 
very creative. And formulated in a way people could understand. It was based on 

achieving a 2% profit margin on revenues as a minimum yardstick for survival. If we 
did not achieve the 2% minimum up to 3 1/2% salaries would be applied to maintain the 
2%. If we achieved more than 2%, employees would receive a bonus in a 3 1/2% bond.

I would call this phase one of Borman's program. It was the basis for creating a 
level of stability in earnings needed to create confidence in investors and manufac
turers. It was a success for the employees overall. I can almost quote investors 

and institutions who directly based their loan and investment decisions on this 
innovative program. Unfortunately, the program became a political issue.

Jerry Barrett: And you feel that it was innovative as well?

Rolf Andresen: Very much. It served as a model for other corporate trans
actions. We borrowed money with VEP type interest rates and bought services with 

variable prices. There was a lot of excitement. One of our large insurance 
companies mentioned to me recently that in their opinion, Eastern top manage

ment ranks number one in finding imaginative solutions to problems thought by 
others to be without one. For some reason, labor has repeatedly failed to under
stand the progress made to create opportunities for survival from the lows of 1975.
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We have seen many dark nights. And for each one, with VEP or ownership or other 
program we have seen a new day. The solution attempts were always based on the 
involvement and cooperation of the employees.

Jerry Barrett: Ok, I think we'll stop at that point.

Rolf Andresen: Alright, very good.

Jerry Barrett: I do appreciate your time.

Rolf Andresen: Ok.

Jerry Barrett: Thank you.

Rolf Andresen: You're welcome.
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Jerry Barrett: This is Jerry Barrett talking. Today's 
date is March 19, 1986. I'm interviewing Rolf, I'll spell that 
R-o-l-f, Andresen, A-n-d-r-e-s-e-n, uh, in his office at Eastern 
Airlines Headquarters in Miami.

Rolf, I wonder if you would begin by just talking a 
little bit about uh, how you happen to be here. How, what did you 
do before you came to Eastern briefly and what have you been doing 
since you got here?

Rolf Andresen: I joined Eastern Airlines in 1968. And 
before that I had always worked in the financial areas for large 
corporations which included the Ford Motor Company, Sperry Rand, 
and the Getty Oil Company. And in joining Eastern Airlines I 
started in charge of the Budget Function and the Marketing Group 
and then moved on to become Assistant Treasurer. And I've been 

now a Treasurer since 19, 1981.
Jerry Barrett: Ok. Uh, I take it that your involvement 

in, in the broad area of labor relations is a more recent thing. 
Uh, just in the last few years, or were you involved in it earlier 
than that?

Rolf Andresen: I think the direct participation with 
labor groups began really in late 1982 and early 1983. And uh, I 

guess it started in connection with the interrelationship between 
labor issues and the financial condition of the company. And uh, 

as the two became more intertwined there was a need to make the 
parties work together. And I believe that Borman's style of 
management right from the beginning had always been one of an open
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door policy that people should have access to, to the facts and 
understand what was developing.

So as deregulation started taking effect in the early 
80's, especially starting in 1981. New airlines coming up. There 
was a need to have more involvement on the financial side. My 
recollection would be, going back to 1983, and a lot of the 

current, same with the current cycle we've had in several years 
related back to March 1983 when we had the famous threat of a 

strike by the IAM and uh, and uh, during which case the company 
ended up signing up a contract that was considered, by Borman and 
most of management, as to expensive for the company. That led to 
a more direct involvement, my recollection, as to explain the 

financial issues and what not. And, I think Borman has stated 
this very clearly, the final decision of the company was 

influenced very highly by the fact that we looked at our cash and 

uh. I still remember Borman calling me up to his office and uh, 

and uh, asking the question, "What is exactly our cash position 
over the next month or two if we have a strike?" And that was 
before his going to Washington. And uh, so that was a great input 
there on the financial side. That the cash was not strong enough 
to take more aggressive steps at that point in time.

So that led to a situation of, of a, education as to what 
is the financial condition of the company. I still remember a 

Saturday in the March of 1983, before one of the strike deadlines, 
there had been two, in which Charlie Bryan on an interview on the 
radio stated to the public that in his opinion and in the opinion 
of consultant he had hired that the financial condition of the
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company was sound and it permitted entering into the uh, clients 
of labor agreements that he was proposing to the company. Which 
uh, it really left me confused as to what the meaning of that was 
knowing what numbers we had been looking at.

This leads right into the educational process that we 
embarked upon that time under the leadership of uh, of Borman.
And uh, the evolution of that education process I think, goes 
from a point in which we were dealing with uh, a total traditional 
conventional approach of labor to uh, to a company, to a process 
that became much more sophisticated and I believe cooperative. 
Because to the beginning you find that in the statements about the 
management is they, the company they keep different sets of books, 
they find numerous ways of hiding cash. And some of these things 
were even published in the newspapers. The contentions made was 
along the lines that number one, we chart depreciation to hide 
cash, and uh, and that we, we create what is called under 
transportation revenue, account and that's another way of storing 
away cash, it doesn't show up. And as far as those elements are 
concerned it didn't take, I think, for all the parties involved to 
to clear the air quickly as to what the accounting rules are. And 
all this started at the time that Bill Usery joined and the 
Lizzards were brought in to review the financial condition of the 
company.

And to some extent that portion was a real success. 
Because it brought in people, professional people from the outside 
who worked and in hand with the labor representatives, and we
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long days and into the night answering all these questions and 
opening up all, what was so called opening up the books, in a 
general way. And from my standpoint it was quite pleasing that 
there was no criticism in any way as to how we managed. I'm 
talking the financial function, and particularly the uh, the 
functions of the Treasurer of the company. Where we invest cash, 
we project our cash, we (garble) a lot of impact on looking at 
the future and predicting where we would have a problem. And uh, 
so forth. And out of all that process, there was no particular 
issue that was raised of any, if not wrong doing, of any technical 
deficiency in the way in which we were doing those sign ups. So I 
think that brought the level of dealing from a point of view of a 
financial function of labor organizations to uh, a level of more 
confidence and trust. And in spite of what may have happened 
later on I think there, that the underlying background of numbers 
was one that didn't have that much disagreement on.

Jerry Barrett: Hm.
Rolf Andresen: I think where later on where 

disagreements may have surfaced were on the meaning of what were 
the answers or what were the issues in general for the future.
And so there that's basically what the evolution I think in 
exchanging of financial information.

Jerry Barrett: The uh. I imagine just from your point 
of view, on a personal basis it was, there was some satisfaction
in having these outsiders take a look at what you were, your/
immediate stewardship, and said it was ok.

Rolf Andresen: Well we took. Yes. And we took a lot of
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time to uh, be responsive to the concerns. And that involved 
meeting with representatives of the different groups. I remember 
over this last years, having meetings Wayne Yeoman and myself, 

with the, with the committees of the TWU, the IAM and extensive 
meetings with the pilots and with their ME C . And, in reviewing 

areas where, a slogans had developed up there, out there, some 
slogans would start along the lines, you know, if we didn't buy 

all those airplanes, we just wouldn't have, we wouldn't have the 

problems we have. So you, we are unable to pay the salaries 
demanded by, by some of the labor groups because we were embarked 
on those capital expenditures. And I believe a lot of unfair 
representations were made by the press also with respect to 

Eastern and with respect to our Chairman. And so, we were worked 
pretty hard to try to clarify them.

And let me be more specific. For instance, even people 

out there that are called security analysts, were loosely embarked 
on making statements on the 757. That since the fuel prices 
weren't continuing to escalate, in a very uncontrolled manner, 

that the economics of the 757 were no longer attractive. And that 
was totally wrong from two points of view really. On the one hand 

its the economics of the 757 when the orders were placed and the 

decisions were made was before the second surge in fuel prices.

So the projection for fuel prices were not that you had to pay 

$2.00 for the plane to make sense, not at all. It was before the 
1979 surge in fuel prices. And then on the other hand they were 
saying it doesn't make sense to buy $40 million airplanes given
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fuel prices. And that doesn't recognize the fact we weren't 
buying planes for $40 million at all, we had attractive prices 
from the manufacturers. From Boeing in terms being the launching 
customer. From Rolls Royce in terms of having, being the company 
that really made a 535 engine possible. We had very attractive 

terms. Attractive financing. And then, more important than that 
the company, Eastern Airlines, probably and Borman specifically, 
was instrumental in getting an extension of safe harbor leasing 
into 1983 which was crucial to our 757 program. And so we ended 
up getting for the first 15 airplanes an average price of, of 
$24.5 million rather than $33 or $35 million that people were 

contending.
So we spent a lot of time explaining our aircraft program 

and showing that in effect this was helpful for the company in 
many ways. And uh, so we, we explained to the people that when we 

bought airplanes we were not only following the traditional rules 
that you have to have a return on investment and you have to have 
markets to use those planes. But in addition we had a criteria 

over and above that. Number one that, that we would not finance 

any (garble). We would do 100 percent financing outside. Which 
from a long term standpoint probably, you, you should be more 

conservative, but under the circumstances we would do it. And the 
fact that cash generated from the planes on an incremental basis 

had to be more than sufficient to serve as the debt. So we could, 

we were proving to these people that the aircraft transacted 
themselves, were cash positive and were not draining anything.
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As a matter of fact, I think you can take an example of 
some of the financing on 757's. We actually used the attribute of 

a new airplane to generate more than 100 percent financing instead 
of having to borrow at higher rates somewhere else. So we were 
maximizing the potential. Let me be specific. We could do a 
leverage lease financing at 6 percent for the whole airplane in 
addition we were taking some export credit from the British and 

some financing from the, from the airplane manufacturer. So we 

were bringing in cash rather than draining cash.

But that had, the question of airplanes had become quite 
an emotional issue I think especially with the pilots. And we 
struggled quite a while with those principals. And a lot of the 
issues that then became more involved with understanding the 
process of deregulation, I think that one could go through the 

different steps and then in 1983 issue, after the settlement in 

March, led us to identify a cash crisis. Specifically, we knew 

the day June 30, 1983. Because it's a day in which have 

disbursements of almost $100 million in one day. And so we 
identify that day and work to establish a program.

And in the initial phases of this, of the identifying the 
need for adjustment, we and a very broad approach to the answer. 
That is we'd say, there's a problem, labor will step in, lenders 
will step in, manufacturers will contribute. And it was a very 

very neat way of doing it because it was very complicated. And so 
back in 83 everybody recognized that we have to step into this. 
Labor did something. We got the banks to open a letter of credit 
and put $50 million more than we got. And went over the the
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Europeans and said you're part of the Eastern future. You should 
defer debt for $50 million. We went to the insurance companies. 
And then we went and talked to Boeing and Rolls Royce. They 
deferred advance payments. And it was a very difficult program to 
put together but a total success in terms of cooperation of all 

the parties. And uh, they all felt they had done their share 

which got to be pretty difficult because a lot of people said yes 
I'm willing to do something but what is my fare share of the big 
picture?

But as you go through the evolution of the need to have a 
program in 1984. Then a need in 1985. Or in 1985 a look at it as 

the undoing a lot of the progress we had made before for whatever 
reasons. You find that as you look at the, the decision of the 

lenders they started to harden their position as to the role that 
labor was playing in this year.

So while in 1983 they say fine you know we're going to do 
something here. Also to help go through this. As we got into the 
1984 problem, now they felt that the world was changing and that 

and that what they had looked at in 1983 as an interim problem was 

starting to be more something that they would say hey this is a 

permanent thing that you have to address. So they were showing 

less willingness, let alone to put money into the process, the 
were showing less willingness to even provide some of the covenant 

levels unless we could show that we would have certain level of 
profitability. And probably the combination of this hardening 
process of lenders is what we're going right now in the final
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stages of it at the beginning of 1986. Where they felt that, that 
from their standpoint, the economics of the airline industry were 

very very clear that you had to adjust your cost structure and 

well we talk about our high not operating expenses. That the 
magnitude, although the problem is really in one of the components 
of operating expenses. And therefore, there should be a permanent 
adj ustment.

Looking back I think that there were a lot of successes. 
Tremendous I think and very difficult situations in which, a lot 

of effort went into it from everyone from Borman, down through the 
senior management. I believe that Usery always played a 
tremendous role of a catalyst with his unending source of energy 

and patience. And really I think some of those problems couldn't 
have been brought together without the ability to take two totally 
different positions and find a way of blending them. And I think 

the example of that is in the crisis that came up in early 1985 

again. You know, we had gone through 83, 84. So we get into 85,
IAM wants snap back and everybody wants snap back. And I still 

remember in January a meeting on a Sunday evening and there seemed 
to be no answer to how the parties could be reconciled given the 
position they had taken and out of that came what was called the 

Usery plan. Which brought everybody back together and that was 
already in the early month of February 1985.

And in looking back, and it's still to close to call it 
history, I think that it was very difficult to be able to get an 
understanding of the permanency of what was happening. And in the
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absence of being able to sell that you know you end up with a one 
year or two year program.

Jerry Barrett: Um hm.
Rolf Andresen: They were huge triumphs for, I think in 

many ways management and labor, in the final analysis they would 
snap back and you were back to zero. And that was the, I think, 
the unfortunate thing that there was no way of finding a permanent 
answer. I think maybe institutionally some of the people in the 
process didn't have the doubts that normally you would find that 
well what about the numbers of the company. I think that 
everybody was understanding the numbers of the company but in some 
way you hoped that the answer would come from somewhere else. 
Whether from heaven —

Jerry Barrett: (Laughter)
Rolf Andresen: —  or from some Arab source who will pump 

in $2 billion and defer the problem for another 10 years. And uh, 
but there was just no way. Whether its because of the 

expectations of people, the difficulty to adjust or the suspicions 
that somebody else is getting a better deal that it could become a 
permanent answer.

Jerry Barrett: Um hm.
Rolf Andresen: And I think it just, it just couldn't be 

repeated. The other element of criticism that just kept coming up 
relates to the fact well, if it's not the purchase or airplanes 
maybe you're, the problem with the company is that you just have 
too heavy a debt burden. And nobody's trying to deny that. And
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you know, we're spending less than 5 cents right now per dollar of 
revenue in meeting our non-op. It's a little bit over the average 

for the industry but by itself it's not the ultimate cure for our 

earning situation. Because even if you cut totally in half and 
really bring to unity, you, you, you're dealing with cutting $220- 

$230 million hanging on up to $110-$115. And it's not the 
magnitude of the numbers that we've been looking at have been 
$400-$500 million. Let alone if you compare P and L to 
Continental. You know, and you adjust for size of the enterprise 
you talking difference of $800 million and of the sources. And, 
but still we spend a lot of time looking at non-op. And non-op or 

the interest expense of the company as we call it non-operating 
it's something, well, purists and corporate financialists say you 
can only change those things over a extended period of time, 10 
years. And so on. Now here if you had to start showing some 
earning you can work on it very quickly. And we had a very 
successful beginning in 1985. The first half of 1985 was a very 

successful 6 month period. True we were helped a little bit, or 

we were helped significantly by two strikes in the industry.
First PanAm and then United. Thought the favorable trend had set 

in and we were showing very good yields with our yield 
management. And very good positive results. There was a lot of 
traffic.

But from a financial standpoint just with the progress 
that was being made and in quarter over quarter we starting 
showing improvements in the third quarter of 84. Further



- 1 2 -

improvement in the fourth quarter. And then into 1985 we found 
that we could go to the stock market sell 12,650,000 shares of 
common and we had normalized our patient payments. We paid 
amounts that we had deferred from 83. And it was really a 
momentum, you know, we were experiencing there. And so then we 
were embarking further, we were going to swap debt for equity.
And it's really impressive how quickly you can start improving 
curing that problem. Unfortunately, as we got into the second 

half of 85 you had two forces uh, working against the progress.

One was that what I call uh, we were experiencing the undoing of 
the, of the labor agreements and we were snapping back 
progressively with labor costs going up. And the yields in the 

market were just taking a turn, a downward turn. And by the end 
of 85 we were 10-12 percent less yield in the market. So those 

two forces ended the very short lived experience of how you can 

start improving your financial structure.
But, uh, still the contention for a lot of this here was 

that the source of the problem uh, is the capital structure of the 
company. And I guess we, as humans, always like to relate problem 
to one single issue because it's easier to deal with it. And 
there are those who believe that the airplanes were the problem. 
There are those who believe that capital structure were the 
problem. And thus so they believe that some of us were the 
problem and uh—

Jerry Barrett: (Laughter)
Rolf Andresen: — so forth and so on. But for those who 

adhere to the high debt, uh issue. I talked earlier about how we
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bought airplanes. And yes, we incurred debt but the internal 
economics, economies of those airplanes, which some of it relates 
to less fuel, less maintenance, cost us not all, (garble) cash 
wise they were self efficient. But, uh, when the decisions were 
first made to buy those airplanes, the airbus. And those which 
I think were two tremendous successes. And uh, I know that Borman 
was the inspiration behind those two programs and he was 
criticized highly for those decisions. But as time went by, I 
think, people now recognize that if wasn't for those two decisions 
probably we wouldn't be here anymore. We'd be flying electras 
and you can fly an airline with electras now. And uh, even from a 
point of view of the quality of the airplanes, they were also a 
tremendous success from that standpoint in the choice.

So those orders were placed in the late 70's. Those 

orders weren't placed in 1980, 81, 82. As a matter of fact, the 

position was that we couldn't go on purchasing the 757's if it 
wasn't for the safe harbor leasing that I mentioned before. But 
when those decisions were made, uh, you didn't need, uh, huge 

profits at all to have a very, very sustainable cash flow and 
capital structure. What happens is that you start in 1980 and you 

start losing money all the way through 1984. We had a modest 6.3 

profit in 85 so we, we don't have to add that year to that long - 
But in my recollection I think the numbers we lost is something 

like $390 million, uh $380-390 million. And if you just go on and 
adjust our capital structure for not having lost that amount. I'm 
not saying make any money, just not having lost that money you
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have a total different picture of capitalization of a company. So 
what comes first? I don't know. But the point is that in some 
way those losses during those years because of a changing 
environment. And we were attached probably by deregulation 
earlier than others. It took their tool in uh, many ways.

As Treasurer of the company, I find that quite 
interesting the amount of, of a staying power and cash generation 
power, uh that a company like this has, in spite of all the 
troubles we've had. Although we have one of the riches and most 

educational capital structures that you can find probably in the 

world. And uh, but it did get put together and we did the 

heaviest financing of the company uh, on A-300's and 757's and 
727's in a time when we uh, we were going through huge financial 

difficulties. And so I think, overall undoubtedly that has helped 
us to, to maintain Eastern in the marketplace. And uh,

I think other, other aspect probably of the, of a, of the cash 
flow of the company we've covered then on up, we've covered the 
aircraft purchase which have been pretty big issues. And I don't 
know if there are some other particular areas here you can think 
of, Jerry, that you, you think you'd like to hear about.

Jerry Barrett: Well, I might ask you about uh- Prior to 
deregulation, when it was just a rumor that something like that 
was going to happen in Washington. Uh, were you involved in 
trying to anticipate the, the impact of that?

Rolf Andresen: Yes. Uh, we were all part of the
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process. And uh, at that time Borman would, asked that we, the 
officers of the company, visit different stations. Which was a 
very successful program. I still remember going to visit our 
people in the Bahamas, uh, in Nassua, and uh, I met with all our 
employees there at the airport. And uh, somebody came by to say 
hello from a competing airline and they were sort of shocked that 
we were coming to, taking the trouble of talking to our employees 
when one of their big shots happens to be in the Bahamas and 
they've never seen him.

Jerry Barrett: (Laughter)
Rolf Andresen: But having said that, yes we uh, spent a 

lot of time and there were a lot of efforts, as you well know, I'm 
sure probably people have told you, that opposing deregulation. 
Because we understood that we had learned how to play game with 
different rules.

Jerry Barrett: (Laughter) Yes.
Rolf Andresen: And when somebody hey we're going to 

change how we play the game, it can get tough. And uh, it was 
recognized in our case that in addition we didn't have the muscle 
that some of the other players may have had in the process. I 
think nobody knew exactly how it would happen, when it would 
happen. But history told you very clearly that if you open up the 
doors that there were things that were bound to happen.

Jerry Barrett: Urn hm.
Rolf Andresen: And, uh, you know you have sort of an 

aligoply at the top. Though I think in the airlines we have
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recognized that there could be a number of small players on the 
fringes on a specialized base, because the barriers to entry are 
not, not that huge. It's not like wanting to start an automotive 
company.

Jerry Barrett: Urn hm.
Rolf Andresen: You, you need to invest in a few 

airplanes and, and you can start some sort of airline operation. 
But as far as on a National scale where you need all the massive, 
on a National scale there you would see the workings of 
concentration that you have seen in industries. But, as usual, 
you know you tell, you hear people talking about an oncoming war 
and the dangers and it's right there facing you. And nobody will 
leave their comfortable place uh, in some of those European 
countries until it was too late.

Jerry Barrett: Urn hm.
Rolf Andresen: And I think in many ways that message 

fill, did not penetrate from an intellectual understanding to uh, 
to the need to make adjustments.

Jerry Barrett: Um hm.
Rolf Andresen: And probably the other misunderstanding 

on the labor unions was that this was going to be a shock to the 
union movements, if anything. And uh, I don't think that got 
properly, properly recognized.

Jerry Barrett: Um hm.
Rolf Andresen: The whole thing is was, you know, it was 

pushed bonanza for the consumer. But from my standpoint, I
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thought things would evolve quicker. It took longer before the, 
the process really set in. And I think now you have it and it's 
full, full force. Because the beginning some, investor called you 
or a lender called you and asked that you tell him what was going 
on with prices, you could pretty well point at the map and say 
here there's a, something happened here, somebody's attacking 
here. And that was just massive and it's just the industry 
period. And where there's another way of marketing and pricing 
the product and uh, that's going to be here to stay. So uh, 
we've, we're learning to adjust.

Lenders like to analyze industries, investors, lenders, 
they claim to understand a lot. Well maybe they do. And uh, on 
the other hand because of all the people that have come to 
analyze this and check on us, we're used to that. We're used to 
defending ourself, explaining what we do. Whether it's because of 
investors or auditors or laborers or guys that are supposed to 
write a special report on us. And uh, and in this process they've 
looked at all the segments of the business in trying to un-, to 
find hey what, what is the cure. If there is financial 
performance.

Jerry Barrett: Um hm.
Rolf Andresen: And I believe a lot, a lot of the 

investors and lenders have recognized that the company itself, 
it's a, gives them a lot of comfort. Because as we got into 
deregulation, I think, the airlines did what I called an identity 
crisis. They'd ask who are we? What are we going to do? And
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they would look at the map. Where do we go? And they were 
trying to restructure themselves, find themselves, where to go.
And I think, Eastern here, you never find an identity crisis.
This airline has got, it stayed. Why? Because it has its 
presence in the market. And the only thing that happened with 
deregulation, it took the opportunity to rationalize itself and 
expand from its basic system.

And so we didn't have any of those problems. And so 
these people that you, you take off the resources and the dynamics 
of a company, they start from roots. Ok and from roots they find 
that the system makes tremendous sense. And anybody that 
understands better than I do those things, will tell you that they 
think it makes very much sense as a system.

Jerry Barrett: Um hm.
Rolf Andresen: So you build around it and make it 

stronger and grow on it. Then you go into the second resource 
which is aircraft. And the cost of that resource and. Uh, really 
from investors in spite of comments thrown here and there by guys 
that have to write columns for, which at some point in time and 
they're not sure what they want to say. The fact is that, the 
basic two aircraft decisions have been very, very well, uh, very 
well, received very good review. And, then you can go on through 
the functional dynamics of the airline and they fell that the 
scheduling and the airline of that basic root system has been 
pretty aggressive. In the marketing it has led in many areas.
And uh, it worked very well. And uh, finally it's gotten down to
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that, we just had a cot problem when you get to the essence of 
it. And that's why the hardening of a lot of the lenders as gotten 
to the point where on the last go round there, they just had 
enough. And if it came this time they're going to say, well we're 
going to tank her. We want our planes back. And there was no 
doubt, you know. They felt we've gone through these things before 
and uh, I know these are things you don't like to go quoting 
around because they misinterpreted but in someway as investors and 
lenders they felt that, uh, the uh, the resources of the company 
would end up going back for supporting wages and salaries that 
they think were appropriate.

Jerry Barrett: Huh.
Rolf Andresen: And which is what a snap back had brought 

to on 1-1-86. And uh, on the other hand as far as to the response 
to all this crisis, I think that, the company's been fortunate to 
have a group of people who are very quick in recognizing 

realities. And sometimes I would worry about, you know, if you, 

you, every situation has involved seeing something happening but 

looking down the road a bit. And uh, even if you don't want to 
put yourself in the situation of, of saying things are going well 

you look down the road and they don't look that great. You start 
acting on the fact that things are going to turn around. You go 
to the situation where things are, you see signs already taking 

reality but you'd just like to wish them away. I really find 
that's its been quite a satisfaction how to see the reaction of 

the top guys in the company when they've recognized a trend, they
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faced a reality let's go and talk to the people. Not put it away 
when it's too late. And you know very well that there certain 
situations in the industry where some people I think go too far 
where they couldn't do anything about it. And I know people ask 
what is your forecasting system. I say well it depends what 

period we're in. And sometime we forecast things by the hour. 
Sometimes we forecast them by the day.

Jerry Barrett: (Laughter)
Rolf Andresen: It depends what the problem is. But 

really as we worried about many of these problems, I find that it 
was a tremendous, given all the pressures, it was a tremendous 
benefit or advantage, and for the company, to have people who when 

they say, it's there, there's something here that the signs are 

very clear to us. Let's go and act. And there was no 

embarrassment. There was total candidacy and honesty. And I 
think the labor leaders probably haven't appreciated as much as 
they should. I know that although the processes was intended to 
be a rational business process, and I think that all the parties 
were treated in that manner. And uh, but in trying to solve their 
problems there was always a special place, I think, in the mind 
and uh, the heart if we could bring it into play, now Borman to 

try to really find a place for the work, for the working people on 
the company. Where they could have a long term future. And he 
always had that in, he's always had that right in front of his 

consideration. And uh, but that's almost looking at the fact that 
when a new test was put before the labor groups it was just
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impossible politically or in the reality of the world to deal with 
it. And I think the Board had the final word on it.

Jerry Barrett: The last thing you were saying, we were 
referring to the events uh, in the first quarter of 86.

Rolf Andresen: Yea. I'm bring this to the point where I 

think, to go back and say that there were no achievements would be 
a mistake. Because, my God, I think there was a lot of give and 
take and some things came out of it. But I think there was a new 
test in 86, and this last test was unsuccessful.

Jerry Barrett: Um hm.
Rolf Andresen: And uh, and uh., therefore we find 

ourselves being part of a conglomerate but,or a holding company. 
And that's another topic. And I think we all probably, and I 
understand, that then be better for the long run of the company 
and it's employees, and so, so forth.

Jerry Barrett: But, you saying though that all the 
things that happened before shouldn't be looked at, on as failures 
simply because the last test was not uh, didn't have the outcome 
that everybody sort of desired.

Rolf Andresen: That's right. But in the minds of a lot 
of people, and I hear this from outsiders, you know they tend then 

to, uh, to erase everything that happened before. And I tell them 
it's a mistake. It's a total mistake. And uh, and uh, and it 

shouldn't be treated that way.
Jerry Barrett: Um hm. Uh, were you at all involved the 

discussions and calculations that went into the profit sharing



-22-

that was developed in late 87, and no I'm sorry, late 77, get my 
time right, late 76 and 77, the profit sharing system that was 
supposed to be a five year -

Rolf Andresen: It was called the VEP?
Jerry Barrett: Yes.

Rolf Andresen: Yes. I was around, involved in that 

process. I believe that was something very, very creative. And 
uh, very understandable by all the people. It had a, - And from 

a, from a financial economic standpoint it was based on two 

percent, the company needing two percent, not having a goal of two 
percent earnings on revenues. But having a need for a minimum. 
Which gets back to what I said about the aircraft programs. You 

know, I mean they would, our capital structure would be different 
without, without losses. And if you go to a minimum level of two 

percent and you have to have faith in yourself as we were looking 

at it- (interruption)

Jerry Barrett: Ok, we're back on. You were just 
talking about the VEP.

Rolf Andresen: And it had a band of, it was uh, that the 
employees would, I think the number was 3 and 1/2 percent, you 

know, would give up to 3 and 1/2 percent of the wages to help 
sustain the two percent. On the other and if we went over the two 
percent it would be a pay back to the employees. And uh, I think 

it was the first important program at that time before the, the 
deregulations issues we've been talking about. This was simply 
what I would go back to phase one of Borman's program to, to uh,
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basis of creating some stability in earnings that would help us to 

bring in all the people from, you know, needed to uh, to uh, uh, 
renew the financing and equipment of the company. And it worked 

very well. There was one year when the people got back money.

And there was another year where they sustained the money. But 
they supported the two percent level. But then we got, you know, 

we made money and 75 was a very bad year. That's at the time that 
Borman came in and uh, he worked at turning this around. And we 
some good years because we made money in 76, 77, 78 and 79. And 
uh so we and four years, if my recollection is right, of profits. 
And VEP was there. And I think it was a great program.

Jerry Barrett: Urn hm.

Rolf Andresen: I think at the end probably it got into 

the hands of uh, political issues, and that's when it ran into 
trouble.

Jerry Barrett: Um hm.
Rolf Andresen: But it was a very good program.

Jerry Barrett: And you feel that it was innovative as
well?

Rolf Andresen: Very much. I think it, I still think 
that a lot of the things that were done here, like that program. 

And that program was carried into the financing of the company

where we bought airplanes with the VEP (garble) and uh, and uh, 
hell lenders and manufacturer's were excited about, you know, 
because they were all part of a new approach to uh, bringing
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stability. And uh, it had a lot of support. It was hard to sell, 
I'm sure at the beginning, but it ended up being extremely. I 
think as you go into the following years, I think a lot of the 
programs that the company has had have been innovative, 
imaginative. As one of the large insurances company has told me 
in recent months, you know, that they felt that top management of 
the company is demonstrating a tremendous ability to find some 
imaginative answer to, to, uh what other people consider to be 
situations without, without a solution.

Jerry Barrett: Um hm.
Rolf Andresen: And uh, and uh, I think that's been the 

case. They've seen many, many dark days and whether it be VEP or 
or, ownership or so many other instruments that we've created for 
the employees. And all that I think demonstrates that the fact 
that there's been a great attempt to solve a problem with the 
people of the company.

Jerry Barrett: Um hm. Ok, I think we'll stop at that
point.

Rolf Andresen: 
Jerry Barrett: 
Rolf Andresen: 
Jerry Barrett:

Alright, very good.
I do appreciate your time. 
Ok.
Thank you now.

Rolf Andresen: You're welcome.


