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Jerry Barrett: This is Jerry Barrett talking. Today's 
date is June 24, 1986. I'm interviewing Raymond Minella in his 
office at 165 Broadway, New York City.

I want to talk to you about your knowledge about events 
at Eastern Airlines, particularly connected with the last several 
years —  their labor relations and financial dealings. Why 
don't you begin wherever it makes sense for you to tell me what 
you'd like to about that; that you're willing to about that.

Raymond Minella: OK. Jerry, I think that the story 
really begins when Frank Borman became president of the company, 
effectively, because that was the beginning of one book and the 
end of another.

When Frank became president of Eastern Airlines, the 
company was in about as bad a shape as you can imagine. It 
had a very highly-leveraged balance sheet which limited it's 
financial resources. It had one of the oldest fleets, if not 
the oldest fleet, of all the major airlines and they were even 
flying the shuttle with Electras.

And Borman believed that the only way that the company 
could be competitive in the long run is if they became competitive 

in terms of their equipment. You got to remember this was the 
time when we'd just been through the first fuel crisis. Eastern 
had very few fuel-efficient aircraft. It seemed absolutely 

essential that the company's fleet be reconfigured with more 
fuel-efficient aircraft.
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Additionally, he had the thought that additional 
operating flexibility could be incurred by having some component 

of employees' earnings be at risk in order to help produce 
profits. And that was called the Variable Earnings Plan. VEP, 
as it came to be called, was very simple, and in the scheme of 
things that followed, really a very small sacrifice. It called 
for 3h percent of the employees' wages to be at risk. So that 
if the company didn't make a 2 percent profit of net income to 
revenues, which was the target, then they could draw on as much 
as 3h percent of the total wages of employees to help make up 
the difference until such time as they got a 2 percent.

If they made the 2 percent without drawing upon the 
wages, then the employees got all of them back, plus they got 
1 out of every 3 dollars of net income that was above the 2 
percent level until they'd gotten an additional 3h percent back.

So they had —  there was symmetry there. And in 
essense, it was a limited profit-sharing plan in what they were 

trading as a possible 3h percent at risk for an additional 
possible 3h percent. The difference being that it took all of 
the first dollars at risk and it was 1 out of every 3 on the 

upside. OK?
So, that was really the first attempt, at least that 

I'm aware of, in the airline industry or at Eastern, to have the 
employees' wages be in some measure or other connected to the 
financial health of the company. Frank was a very charismatic 

guy and was able to get it accomplished.
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(Break)
The VEP stayed in place for 5 years. And during the 

course of that time, it turned out to be basically a one-way 
street from the standpoint of employees. They gave up 3h percent 
in wages but they didn't get anything back. And as a result of 
that, the machinists' union, when they were renegotiating their 
new contract, or negotiating a new contract, made one of their 
points that VEP was only for a 5-year special deal and it wasn't 
part of their contract from the Railway Labor Act point of view; 

it was part of the status quo.
If I can digress for a moment because this is an 

important dynamic. Labor relations in the airline industry 
are governed by the Railway Labor Act. Back in the early part 
of the century when the railroads were essential to the health 
and well-being of the country, it was decided that it was against 
the national interest for workers to be able to strike a railroad. 
So that instead of being able to strike, they were forced to stay 
on the job and negotiate under the terms of the status quo, which 

was the old contract.
And they had to do that for a period of time and then 

there were various partitioning procedures to bring in a mediator 

and to see if the mediator could help. And if the mediator 
couldn't help, then there would be a cooling-off period. What 
turned out to be the case is that the companies would stretch 
the negotiations out as long as they could. And so the only 
way that the employees could get a raise is to agree to a

contract. OK?
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That dynamic served management well in the early part 
of the century. It served the labor unions well in the late 
seventies and early eighties in the airline industry because 
as the airline industry became an unregulated industry, market 
pressures forced wages of non-union carriers lower. And so in 
order to have some more cost-structures, the unionized carriers 
needed to push wages lower, too, but they couldn't because of 

the Railway Labor Act. OK?
Jerry Barrett: As long as the agreement stays in 

effect, the wages cannot be reduced,
Raymond Minella: So, in the way that the unions would 

keep from having to take cuts was to refuse to agree. So, the 
noted point with respect to VEP was that management argued VEP 
was part of the status quo and the machinists1' union held out 
that it wasn't and that Borman was stealing the money from the 
IAM. Now, when you consider all that happened subsequently,

3h percent looks like pretty small potatoes.
Jerry Barrett: It does.
Raymond Minella: (Excuse me, I'm eating my sandwich.)

But that really is the acorn from which the oak of Frank and 
Charlie's animosity grew because Charlie bet his reputation on 

getting that money back. And Frank bet his reputation on being 
the steward who was interested in the welfare of all employees. 

Now, this negotiation went on over a period of time.
(Break)
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So, if you reflect on the Railway Labor Act situation, 
it meant that after they went through a process then they could 
strike. And the end of that process ran cut in February of '83.
And the union was very sophisticated in figuring out what 

Eastern could do.
Jerry Barrett: You're talking now about the machinists?

Raymond Minella: Yes.
Jerry Barrett: Specifically.
Raymond Minella: Frank Borman had rallied the troops 

saying how, you know, everybody is going to stand tight against 
the machinists and, you know, they're going to fly through a 
strike and they were training executives on how to throw bags 
and everybody was really looking forward to this. And then at 
the final hour, right before a strike, the company caved and 
agreed to wage increases of something like 30 percent, 32 percent 

over the next year or so, year or 2 years.
And what that is, they held the line with every other 

labor group and that meant that then they had to, in the mirids 

of management anyway, had to go back and give everybody the 
same deal they give machinists which made Eastern in a twinkling 

a non-economic entity,
Jerry Barrett: Could they have taken the strike, do

you think?
Raymond Minella: There's a difference of opinion on 

that. Borman believed that they couldn't and I think that there 
may have been some personal concerns there that aren't reflected
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on the numbers. I mean, there was one guy for example, a 
machinist, who was thought of as being somewhat more pro
company or anti-Charlie who worked in Atlanta. And the Atlanta 
area is the main —  at least an area which is not politically 
in Charlie's camp, the machinists' union.

Anyway, he came down to Miami and he was going to 
talk to the machinists in support of the company's position 
and he got shot with a shotgun in the parking lot of the airport.
As I heard the story, they blew his hand off.

There was another fellow who was on the —  in the 
Miami base who spoke up in favor of the company's position; 
his house was fire bombed. I think that Borman was afraid that 
if there was a strike, that somebody would get killed. Or that 
stewardesses crossing IAM picket lines would be assaulted and 
hurt. And I think that he was concerned that if that happened,
(1) that it wouldn't happen at all but, (2) if it did happen,
that he would never be able to put the company back together again.

I mean, to talk about the Eastern unions is a fallacy 
as if they are 3 different divisions of the same army. It's 
really class warfare because how can any self-respecting working 

man look at an airline pilot who has to fly 55 hours a month

and make over $100,000 a year and think of him as a blue collar
worker with whom he has anything at all to deal with. It's a 

different class, and what's happening at Eastern Airlines, at 
least one dimension of it, has been class warfare.
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So anyway, this thing by agreeing to the machinists' 
demands —  and by the way, the machinists have calculated that 
the company could not take a strike; that they would run out 
of cash in 14 days. And in the end, Borman said the company 
couldn't afford to take a strike. But since he had been telling 
everybody that they were going to, it made it seem as if he had 

caved in and he had broken his word.
And that had serious ramifications going forward 

because from that point on, the unions didn't take Frank's 
threats seriously because they figured at the last minute he 
would collapse. That, of course, has created problems later 
because if somebody doesn't believe that you will really hold 
the line, there is no incentive for them to make an adjustment 
until, as the clock is ticking in the 59th minute of the final 
hour. And then it may be too late; they may miscalculate. OK?

So anyway, the banks and Merrill Lynch had to be part 
of the solution in the spring of '83. The banks had to agree 
to reschedule some debt to relax certain financial covenants. 

There were some adjustments that the unions were asked to make 
of a minor nature -- buy some bonds or something on a voluntary 
basis. Very few did. And we were asked if we would agree to 

raise money for the company, equity money for the company, if 
all of the other steps fell into place. We agreed to do that, 
including having a projection which would show the company 
being profitable, going forward on the new arrangement.
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Jerry Barrett: Can you just put a footnote in here 
as to what Merrill Lynch's relationship is to Eastern other 
than what you just said and also, personally, how long have 
you been sort of tracking Eastern?

Raymond Minella: Merrill Lynch's relationship to 

Eastern is that of its investment banker. During the first 
5 years of that relationship, from 1976 until 1980, we were 
co-manager with Lazard Frere. So that Eastern had 2 financial 

advisors, Merrill Lynch and Lezard Frere.
I joined the Eastern account as a first-year associate. 

I've been in the business now for 10 years so that I have worked 
as Eastern's investment banker for all of my working career.
I started as the most junior guy and I'm now the most senior 
guy. So, it's in a very special way a special company for me.
And then from 1980 until 1985, we were Eastern's sole investment 
banker. And then in 1985, Solomon Brothers came in and we were 

joint with Solomon Brothers, basically until now.
We have been the one investment bank that has had the 

continuity over the decade. I knew all these people when they 
were young. So anyway, the different steps were taken and you 
can go back to the records to find out what those things were, 
but it was rescheduling debt, fixing covenants and figure out 

how to save some money, and so on and so on.
And so based on that we raised a $75 million equity 

offering comprised of common stock and warrants. And right
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around the May, June and part of July, the airline market was 
like this; just going up. Business was good; it was booming. 
The stock was at that point at lh and our analyst told us at 
a breakfast that he could see the stock going to 30. He was 
part bullish on it.

And so we did the offering and then a week later, 2 

weeks later, a very short period of time, Eastern got a new 
projection and they decided that the business was rapidly 
deteriorating; that it started to deteriorate in July a little 
bit; that when we did the deal in August, August wasn't clear 
but they decided that August had deteriorated a lot and that 
September was going to deteriorate even more. And based on 
that, they redid the projection and decided they were going 
to lose a ton of dough for the rest of the year.

And at that point in time, Frank Borman changed his 
mind about how he wanted to deal with the future. Instead of 
trusting that the economic environment was going to bring them 
out, he decided that the only way to be successful was to cut 
the wage bill; that there were a lot of things they could do 
but fundamentally, the fundamental problem was Eastern paid too 

much for what it got.
Another way to look at it, it was getting too little 

for what it was paying. But the dimensions of that are that 

after the bankruptcy that Continental went through, Continental 
was paying $25,000 per employee. That's what Continental's
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wage bill was. Eastern's wage bill in 1985, or projected for 
this year, for '86, before any adjustments, was projected to 

be $50,000 per employee.
Now, when you have 40,000 employees, 25,000 per 

employee is a billion dollars a year, a billion dollars a year.
So, if you think about the company in that context, you understand 

how important these wars are because if you could operate 
Eastern Airlines on Continental’s wage rates, you would make 
it by far the most profitable airline in the world instead of 

being the most unprofitable airline in the world.
So anyway, that's when they started fighting. You've 

heard a lot from people, I suppose, about the dynamics of that.
We thought that, you know, since I've been around Eastern for 
so long, I've gotten to know Charlie Bryan a bit and he's a 
very mercurial fellow, but very obstinate. And his negotiating 
style with Borman had always been to refuse to move because in 
the end Frank would always crack. From his standpoint, it was 

an extremely successful strategy. Let's face it. The problem 

is it was too successful.
Joe Leonard once told me that no company ever got well 

by depending on the beneficence of it's labor unions. And I 
think that's one of the smartest things anybody's ever said to 
me. But what happened here is that Charlie in the spring had 

gotten too much and endemically Eastern's management hadn't been 
able to impose a discipline on the union's demands and the unions
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hadn't been able or willing to impose a restraint on their own 
demands. And Eastern's management always saw it themselves 
that we can’t take a strike because we can't afford it. The 
unions would figure out what, you know, they figured that there 
is no way they could take a strike so that they always get what 
they wanted in the end. It was a very unhealthy dynamic.

So anyway, they started shouting back and forth at 

each other in the paper and, of course, business went to hell 
in a handbasket. This took place over a period of a month.

Frank was on the cover of Business Week holding his head, that 

famous cover. And this was less than a month after we just 
start offering. It was pretty rough. A number of people 
wondered what it was that we had missed, or whether we had 
known something that we hadn't acted upon, or whether we held 

the company's interest too dear. And, in fact, it was none of 
those things. It was that Frank Borman changed his mind about 
how he wanted to deal with the future, and because of new 
input, in terms of what, you know, was going on in the business.

Jerry Barrett: In effect, would it be true to say 
if in August he had the chance again to take a strike, he would 
have taken one then? Had the mentality changed that far in 4 

or 5 months?
Raymond Minella: I think that if he could have raised 

the equity money to fund the strike, that he probably would have 
done it. If he would have had that ability. But he didn't
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anymore because he'd agreed to contracts. OK? Another way of 
enforcing a strike —  the moral equivalent of forcing a strike 
back in April would have been in September to declare bankruptcy 
or seek the protection of the courts, which is what Lorenzo 

did. OK?
So, that's when he brought in Bill Usery and Usery 

was, I think, very useful in getting people to talk together 
or at least getting them to not talk publicly because by 
fighting back and forth publicly, it was absolutely ruining 
Eastern's business because people didn't know whether they 

would get good service or whether the planes would be flying.
So, business just went straight to hell.

And when we were trying to find a way to get together 

to work it became clear that one of the things that the union 
was saying was that this loss stuff is all made up. These 
financial problems are no way near as bad as the company is 
making out. They're just lying to us, showing a fair amount of 

financial naivete.
And when I talked to the union about that ---■ we met 

with them when they were down there —  I came back and told the 
fellow who at that point was my superior that what we really 

needed to get r- the unions had to get an investment banker on 
their side so that they would have somebody who is working for 

them that they could trust; who could tell them -- you know, 
these guys aren't just a bunch of cheats and liars, they're
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telling you the truth. This thing is going right straight down 
the toilet.

So, we called Borman and we said, Frank, we really 
think that you ought to get Lezard involved on the union side. 
Frank said, holy smokes. How can we ever do that? He said, 

these guys really have a hard on for you, meaning Merrill Lynch 
because we got Lezard tossed out of the Eastern relationship.
He said, you know, I'm sure they would use us to get to you 
because you guys are really in up to your ears here. So Lezard 
could use us to get to you. So that's a terrible idea. So 

he said, well, I'll think it over.
The next day, Felix Rowington called Borman and said, 

gee Frank, a lot of trouble's here. Is there anything we can 

do to help?
Jerry Barrett: I'm sorry, who is he?
Raymond Minella: Felix Rowington is a senior partner 

at Lezard Frere. And he had been on the Eastern board and had 
resigned when we recut the deal between our two investment firms. 
We wanted -- it doesn't matter. That kind of stuff doesn't -- 
but anyway, he had known Borman for a long time. So Frank called 

up and said, gee, what should we do? He said, you should do it. 

So they signed Lezard up to be helpful to them with the unions.
Jerry Barrett: Was it with the unions OK?

Raymond Minella: No, That's sort of what happened 
next. The unions said, screw this. I mean, this Lezard Frere
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firm has been Eastern's investment banker. They're just a 
bunch of tools of management. We want our own guys. So they 
wanted to get a firm called Locker Abrecht which, near as I 
can tell, was comprised of 2 guys, Locker and Abrecht, whose 

business it is to advise unions in financial matters.
So what happens, they became the joint advisors to 

the unions. And in the middle of October, a peace pipe was 
smoked. They had a joint press conference between the unions 
and the company was held. And they said, we're going to work 
together to resolve Eastern's problems. And so they did.

During that period of time, the time that this press 

conference was held, was right when the flight attendants could 
have struck. But they said they wouldn't strike and everybody 
work together and keep going. Now, what happened then was they 
had about 2h months before the end of the year because it was 

the middle of October, And Eastern has a lot of financial 
covenants relating to its debt which it would be in violation of.

(Break)
Raymond Minellaj So that what we were really dealing 

with is that we had a deadline of effectively December 31; that 
if we did not have covenant waivers from the banks in place then, 
Eastern would be in default of its principal loan agreements 
and that it would call for an acceleration of its debt which 

would in turn trigger the company going into bankruptcy.
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Now, it takes about 6 weeks in the usual case to get 
lenders to turn around covenants because Eastern has probably 

120-130 different institutions that it's lent money to it 
and about half of them are in Europe. And the process over 
there is a lot slower. But on a very expedited basis, with 
people flying around on airplanes to personally get indenture 
waivers, they figure that the fastest they could possibly do 
it is 3 weeks. So the real deadline was not December 31 but 
rather about December 7 or 8.

Well then, during the period of time between October 15 
and October 12, I think the date was, and the first part of 
December, Locker Abrecht and Lezard was doing their study to 
show what the financial condition of Eastern was. And the 
study showed that Eastern needed something like 360 million 
worth of wage relief. The unions, particularly the machinists' 
union, was absolutely unwilling to grant relief of anywhere 
near that order of magnitude.

Jerry Barrett: Did they recognize, though, the study 

proved that truth was being told?
Raymond Minella> Yea, I think in the end they did 

but they didn't know what to do about it. I think the position 
of the IAM was that they had never undid a contract. You know, 
if you've got a problem, fine. Come talk to us when it's time 

to draft a new contract. But until then, a deal's a deal. Now 
I think they were also concerned that if they agreed to make an 

adjustment at Eastern, that a bunch of other companies would come

after them.
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And so, I think the real fundamental problem the 
IAM had at that point was that although it recognized that 
there had to be an adjustment made at Eastern, they didn't 
know how to do it where it was politically acceptable; where 
it wouldn't hurt the IAM nationwide in terms of the national.

And I think the national was perfectly willing, not eager, 
but willing to sacrifice the local union for the greater good 
of the national. So that whereas you would normally have had 
perhaps much more direction from the national union on this 

local guy, you didn't.
Jerry Barrett: So, it really was in control at the 

local level —  in the control of the local rather than the 

national
Raymond Minella: Let's say there was a creative tension, 

I think. But again, they didn't know what to do about it. So 
anyway, at this meeting on October 12, the IAM asked to speak 
to us, to Merrill. And so we did after this press conference.
And there was myself and 5 or 6 other guys from Merrill Lynch.
And one of the things I said to Charlie at that point was, look, 

we're basically on the same side because if this company goes 
bankrupt, there's 2 groups of people that get screwed: the 
employees and the investors. And you're representing the 
employees and we're representing the investors. So, you know, 

it's in nobody's interest here to have this company go bellyup.
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And I think that that turned out to be an important 
meeting because from that point on I felt that the IAM and 

Charlie, in particular, was much more sympathetic to me, 
personally, than you would have expected. And so, Brinkerhoff 
noticed it and maybe it was because I was the only banker in 
the room that didn't look like he had gone to Choate. But 

Brinkerhoff noticed it. He was my superior at that point.
And about every couple weeks he would call Frank and say, look, 
we really think that Ray has a special relationship with the IAM 
and we'd just love to be helpful if we can.

And at that point it was Art Frere had seen this as 
the opportunity to move us out. So they'd come in, taking 
control of the situation, and we were almost completely frozen 
out of the situation. And we felt very powerless to do anything 
about it. We were occupied on little things like figure out 
how an esop might work and things that weren't central at all 
to what was going on. We found it very difficult to get any 
answers out of the company.

And we had a meeting on the Wednesday before 
Thanksgiving here in New York with the chief financial officer 

where it really seemed like he wasn't telling us what was really 
going on, and he wasn't. And part of it was because he didn't 
really know.

What I think came subsequently to realize, which I 
didn’t realize at that point, was that the negotiations were



- 18-

taking place with a very small group of people. It wasn't 
management, generally; it was the guys who negotiate labor 
contracts. The chief financial officer and the treasurer 
who we dealt with typically weren't a part of it, day to day.
So they really didn't know what was going on day to day. And 
their refusal to tell us that they just didn't know just drove 
me nuts. So we called Borman and said, look, we really would 
like to be useful and we just feel like we’re getting stonewalled.

So he called up several days later. No, I guess it 
was the Friday after Thanksgiving, 2 days later he called and 
said, look, we're just not getting anywhere. Maybe, you know, 
everybody else has had their shot. Why don't you guys come 
down and see if you can talk to the unions. And so we did.
And we waited 2 days to be able to get an audience. And then 
we met in a big room. There were 5 representatives of the 
machinists' union, the TWU, the pilots, the non-contract workers, 
the people from the company, Lazard Frere and Locker Abrecht,
And then we came in. It was like the Paris Peace Conference.
The tables were (inaudible) the sides. Very funny.

Jerry Barrett: What was the announced purpose of 
the meeting?

Raymond Minella; The announced purpose was that one 

of the things that the corporation is going to need to survive 
as an entity is access to the public markets. Merrill Lynch 
had raised over $1 billion for Eastern Airlines over the
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previous 6 or 7 years and would clearly not have been able to 
acquire the equipment that it had if it hadn't done that, and 
wouldn't be able to honor its obligations under the equipment 
purchase obligations they had going forward. So we needed 
access to the public market. And so, since we are the guys, 
the investment banker, that serve as the company's underwriters 
to go get money from the public, we were there to tell them 
what the company needed to do in order to have access to the 
public markets which in the past had been crucial to the 

company's survival.
And so, what we said was the company's labor contracts 

have got to make sense; the company's got to be able to make 
money because companies that don't make money, don't have an 
economical reason to exist; that the market would no longer 
lend money to -- or provide money, make money available —  to 
companies that were just going to piss it away out the back 
door and that you couldn't borrow money to meet operating 

losses to support the life style, the way the unions have got 

accustomed to living.
And I felt it went pretty well but nobody was 

particularly interested in listening to us, we didn't think.
So I went back to the company's headquarters and sat around 
the next day. And by this time the secretaries were kind of 
surly because, you know, we were kind of underfoot and the way 
investment bankers work is we're always on the telephone. So
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we're tying up somebody's phone and the secretaries just don't 
understand that that's just the way we live; that's what our 
job is. It got to be pretty surly so I said, look, you know,
I'm not doing any good just sitting around here staring at 
the walls. Something happens, give me a call.

So I got on a plane at 2 o'clock on this Wednesday 
after Thanksgiving. Arrived at JFK. I called my office. Kathy 
said, Frank Borman just called. You've got to call him right 

away. So she patched me through and Borman said, and I quote, 
"get your ass back down here. I think we're going to get 
something from the unions." I said, OK, Frank. He said, OK, 
bye.

So I had a dinner and a meeting scheduled for the next 
morning. I had the dinner •—  it went on until about midnight 
—  and I scheduled the meeting from 10 o'clock. I rescheduled 
it for 7 in the guy's apartment that I was supposed to meet with. 
Had a cab wait for me downstairs and took me to the airport.

And I just barely made the 9:30 plane and I got back to Miami.
And at this point nothing was happening now. So I 

said, look, I'm noticing what had happened before. I said, just 
give me a call. I'll just wait in my hotel room. And I waited 
Thursday, Friday, Saturday and Sunday, and no call came. The 
chief financial officer, Wayne Yeoman, came over on Sunday to 
have a glass of iced tea with me and just say hy.
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But those 4 days were 4 of the worst days of my 
entire life because, you know, I felt personally responsible 
for the $75 million common stock offering that we had just sold.
I had personally had a hand in the placement of all in 1.2 billion, 
I think it was, worth of securities that we'd sold for Eastern 
Airlines. And I thought that what I was going to do with my 
life was going to be better than selling a bunch of worthless 
securities to people. OK? And I wasn't very popular back here 
in New York for having been one of the guys that was on the 
scene and, you know, we had been frozen out down there and 

it was pretty bad.
But at 1 o'clock in the morning on Monday morning, 

the phone rang and it was Borman. And he said in words reminiscent 
of what he had said the previous Thursday, get you ass over here, 
they want to talk to you. And then he hung up. I said, OK, 
and he hung up. He didn't even say goodbye.

So I put on my suit and I came back over to the 
headquarters and then waited another 2 hours before we were 
allowed, I was allowed in to meet with the unions. And there 
was Bryan Freeman in all his glory, playing the part of the mean 
little kid. And what he really wanted to do was just try to 

trap me into saying something stupid. Whether or not he managed 
to do it or not I suppose other people can (inaudible), I 

tried not to say anything stupid but it was clear that they 
weren't really interested in negotiating.
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But what was amazing to me is that they seemed to 
believe that Laurance Rockefeller and the banks were going to 
bail them out. In fact, Freeman at one point said, the 
Rockefellers will never let this company go bankrupt. The 
fact is, Laurance Rockefeller had sold his shares 2 years before. 
And that the banks were looking, in my judgment, were looking 
at the company as a problem. And the bank's exposure at 
Eastern Airlines was very small. Their debt was secured by 
aircraft, the value of which was 6 or 7 times greater than 

their debt.
So, they also had debt out to all the other airlines. 

And if Eastern sat on the ground for a while, it would be a 
tremendous object lesson to the rest of labor in the airline 
industry, Number 1. Number 2, it would put 10 percent of the 
aircraft on the ground which would make all of a sudden a 
sloppy market become very tight which would have a favorable 
impact on everybody else's profitability, maybe even those 
companies where the banks were exposed to a greater extent 

than they were at Eastern.
So, if you can make a problem loan a lot better and 

take a problem loan where you have no real downside exposure 
in the end, it would make perfect sense for the banks to say, 
we will not throw you into the firey furnace; that we will 

happily allow you to jump there yourself.



-  23-

jerry Barrett: Would these be some of the kinds of 

things you would say in the meeting with the union?
Raymond Minella: Yea. Oh, you betcha. That's just 

the way I communicate. But it was important, I think.
Jerry Barrett: Was it only the machinists you were 

talking to at that point?
Raymond Minella? At that point it was only the 

machinists. And so after I was dismissed, at that point it was 
3 a.m., so I just hung around to see what happened. And about 
5 o'clock, Frank Borman and John Peterpaul got into a shouting 
match in Borman's office which ended up with somebody slamming 
their fist down on the desk and Peterpaul bursting out of the 
office, storming down the hallway. And they said, OK. That's 
it. Forget it. We're walking out. We're breaking off negotiations.

And on the way to the elevator, walking out of the 

building —  now remember, this was an important event because 

they had been negotiating for over a year and now they were 
breaking off negotiations. John O'Haron, who was one of the 
partners of Lezard who was on the premises, tried to grab Bryan 

Freeman and cut a deal with Bryan Freeman on the way to the 
elevator. And that seemed to me to be really stupid. John's 
a great guy and I suppose if you end up printing something, 

would leave his name out, if that's OK.
But the point is that it was completely inappropriate 

for him to be trying to cut a deal with somebody as they were 
making a statement walking out of the building. I mean, whatever
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you said to them you were throwing away. If it was a good ship, 
you were just throwing it on the fire. So, after I watched 
that performance, I asked Usery if he would have a beer with me.

(Break)
Jerry Barrett: OK. We're back on. You were just 

saying you'd ask Bill Usery to have a drink with you.
Raymond Minella: Yea. And so, a beer actually. And 

so, at 6:30 we had a beer. I said, Bill, there's just a couple 
of things I want to tell you. You can use them or forget them, 
whatever you want, but it's just this. Lezard tried to cut a 
deal with the unions on their way out the door. That was stupid. 
There's no —  and they were proposing things that they had no 
right to propose because they hadn't been cleared by the company. 

So, you are nuts if you let Lezard anywhere near this negotiation 
because they don't know what they're doing.

Number 2, the unions think that the banks are going 

to bail them and they are looking for any avenue of escape they 

can find because they really do believe there is a problem.
And I said to Bill that he and I could talk until we're blue 
in the face; that the banks were not going to bail out this 
company but all the unions would do is say, we don't believe 

you; we have a different point of view.
So, I said, as a result of that, we’ve got to get 

somebody from the banks down here and my choice would be Fred 
Bradley who will be in a position to speak for the banks, the
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commercial banks and say we won't do that. They can say we 
don't believe you, but telling somebody that they don't believe 
what they say they're going to do is a harder thing to do than 
to say we have a different opinion about what someone else 
will do.

So, Usery finished his Heineken and thanked me for 
my comments. One last thing I said was, Bill, I really do 
believe in my heart of hearts that I can talk to these guys 
if you give me the chance. And at that point, things looked 

pretty bad.
An hour later, Fred Bradley, from City Bank, called 

Usery and he was in Memphis, Tennessee. Actually he was visiting 
his daughter at the University of the South and he was about to 
get on an airplane to go back to New York and he just called 
Usery to see how things were going. And Usery said, come to 
Miami instead. So, he got an airplane —  instead of going to 
New York, he went to Miami.

And at 11 o'clock, Usery and I met for our usual 
breakfast and he had a Beefeater martini and a cheeseburger, 
which I've always characterized since as a Bill Usery breakfast. 
And he said, you know, I've been thinking about what you said.
He said, the executive committee of the board had a telephonic 

meeting this morning and they were directed by their lawyers 
that they had to file an 8 K with the SEC which would disclose 
that the IAM had walked out and as a result, the discussions 
were broken off. Therefore, it was likely that the company
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would be in default of the principal loan agreements by the 

end of the month.
The concern that I had at that point was that would 

lead some of the banks, who were very dissident here, to seek 
to file a Chapter 10 preceeding against the company which is 
involuntary liquidation to prevent the waste of corporate 
assets and that therefore it would force the company then to 
file a Chapter 11 which is a voluntary bankruptcy in order to 
seize —  not lose control of the situation. And Usery agreed 
that that was a problem. And so he said, I've decided that 
what we ought to do, if you're willing, is to get you and me 
and Fred Bradley to go over to the IAM union hall and see what 

we can do.
But first we had to get Frank Borman to agree to not 

file the 8 K. So we went over that morning about noon or 
1 o'clock and talked to Frank and got him to agree to give us 
24 hours. Bradley arrived about 2 o ’clock and at 4 o ’clock we 

went over to the IAM union hall. So the 3 of us walked in and 
there's John Peterpaul and Charlie Bryan and Randy Barber and 

Russ McGary and Bryan Freeman.
So Usery said, well, thank you for meeting with us.

We're here to see what we can do. Ray Minella represents the 
company's investment banker and Fred Bradley is the company's 
chief commercial banker. He always referred to him as Mr. Bradley 

throughout the whole evening. He never referred to him as Fred;
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never referred to him as Fred Bradley; it was always Mr. Bradley. 
I asked Usery about that later and he said the reason that he 
did it was that that would give more importance and feeling of 
Mr. Bradley —  or respect. So it was clever, I thought.

Anyway, so he said, Mr. Bradley can't, of course, 
negotiate because the banks can't be in a position of negotiating 
with the unions because then that would make them liable to 
equitable subordination in a bankruptcy. Do you know what that's 

all about?
Jerry Barrett: Yes.
Raymond Minella: OK. So, he was just there to say 

what the banks would be prepared to accept. And so he turned 

it over to me, Ray. I said, thanks a lot Bill. I said, of 
course you know, everybody knows, that we're going to have to 
issue securities here and Frank Borman has already put that on 
the table and that's fine. But the problem is that anytime a 
company issues securities, it has to have an opinion from its 
investment banker that the issuance of such securities are fair 
to the company's shareholders from a financial point of view.
So that means that we need a letter from the company's investment 
banker, namely us, saying that it's fair.

So, I'm here to talk to you about what Merrill Lynch
would be prepared to support. I said, because you can hondle

*back —  I didn't think I used the word hondle, I said, you can 
argue back and forth with each other all you want but you can't
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negotiate an investment banker's opinion letter. It's either 

fair or it isn't. And they all said, oh, OK. I said, let's 
talk.

Of course, the whole thing was nonsense. They were 
negotiating a labor contract; they didn't need an investment 
banker's opinion. I mean, what I in effect said was that the 
only guy you've had to satisfy over the last couple of years is 
me. So, here I am. So, satisfy me. It was horse shit. But 
what it did was enable me to have a reason to be sitting there 

talking to them.
And so we went back and forth for a couple of hours 

and it became apparent, as I talked about the business and we 
went back and forth, that they really did understand that there 
was a problem but that they couldn't figure out a way around it.

Charlie had made a rallying cry that dollar for dollar, 
you know, we will give —  we were prepared to consider something 
and get securities or (inaudible) but it has to be dollar for 
dollar. And what he meant by that was a dollar's worth of cash 
for a dollar's worth of securities value. And, of course, at 
that point, Eastern had something like 25 million shares of 
primary stock outstanding (inaudible) basis, maybe it was 50.
And we needed 360 million of concessions. There wasn't enough 
stock to issue for 360 million of concessions.

I said, listen. We can't make this like Vimar Republic
paper. There's only so much we can issue and the unions can
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only own a certain percentage of the company before it starts 
becoming a problem for other constituents of the corporation 
like the debt holders, like other investors. Because if the 
employees siezed control of the company, it then could operate 
it solely for their benefit, you know. It's not going to be 
to the benefit of security holders or other common stockholders. 
So, a balance has to be struck and we think the most you can own 
is 25 percent before that starts to become a problem. And John 
Peterpaul from the union said, well, that's all we want to own.

And then it became clear that Charlie had said dollar 
for dollar and he was unwilling, politically, to settle for 
anything else. And there wasn't enough common stock •—  Borman, 

by the way, had already gotten approval of the board to give 
him 25 percent of the company for wage concessions. And Charlie 
said, there's a quarter of a billion dollar gap between what 
25 percent of the company was worth and the amount of the 
concessions that we needed.

And sitting at the table, all of a sudden, and I mean 
all of a sudden, I understood the solution. It was just like 
that. It was truly like the answer to a prayer. And the 
financial solution was in front of me and it was 3 dimensional 
and it solved every problem and it never changed. And it's what 
we did, and that was the creation of the Wage Investment Plan.

The crux of all of this was, really, the marrying of 
what was on the table already and an understanding of what the 

political reality was. Because this was no longer just an
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economic matter anymore; it was a political matter. The union 
needed some way to keep its honor in tact and to negotiate a 

solution which did not rip apart the contract.
The company needed a solution which enabled it to 

get a wage reduction and not have to borrow, put out debt 
securities in order to get because that would just be borrowing 
against the future, or eating the tail of the dog. (Inaudible)
And what the solution was, was to take the amount of the shortfall 
between the amount of work rule changes they were willing to do 
and the value of 25 percent of the company in common stock 
which was 260 million, and say OK. That is what you're going 
to pay for this preferred stock, for issue of preferred stock.

Borman already had profit-sharing on the table, 20 

percent profit-sharing. So I said, the dividend rate on the 
preferred is 20 percent of the net to common, which meant that 
after you paid all the other issues of preferred stock, bring 
them current, then whatever1s left is net to common. And 20 

percent of that will go to the employees. That looks an awful 
lot like a 20 percent profit-sharing plan, you may notice.
That the issue is without a par value but it will be self- 
liquidating. So, you're paying 260 million for it when you 

have received $260 million worth of dividends. It will 
automatically convert into 3 million shares of common stock.

So, what we in essence had on the table before, which 
was summarily dismissed, was a 20 percent profit-sharing plan
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wit h a 25 percent equity ownership position in the company.
What we got it traded for was -- what they accepted -- was 
3 million shares of participating convertible preferred. There 
was a 20 percent position and when that had been paid off over 

a period of —
(Break)
Raymond Minella: So, what we effectively did is took 

everything that was on the table and I drew a security around 

it. And it gave Charlie the ability to argue that it was a 
dollar for dollar. OK? It wasn't a dollar's worth of value, 
it was a pretend dollar, but it was a dollar. You put a dollar 
in, you're going to get a dollar back. I just can't tell you 
when. OK? And that was the key that unlocked the door. And 
it took some period of time to do. We negotiated for several 
more hours but in essence, that deal was the one that stuck.

And I called up my own firm and told them. One of 
the senior guys I talked to said you and I can't make this 
decision on the phone. I said, well, Frank Borman is on his 
way over to shake hands on it. When I called Frank and told 
him what it was, the first thing he said was, we can't do that. 
We can't issue more preferred. I said, no, no, Frank. This 

deal's good for you. Let me explain why. And he said, oh, OK.
O'Haron, the fellow from Lezard, tried to get into 

the negotiation at one point and Usery wouldn't let him in.
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So he demanded that Usery be pulled out of the meeting, demanded 
to be let into the negotiation and Usery told him to go fuck 
himself and he hung up. It was bizarre. And then we got 
through the rest of the -- I guess we shook hands about 3 in 
the morning.

Jerry Barrett: You told me something, I think, before 
we got on the record. When Frank Borman arrived, is that when 
he said, this is the first deal we got negotiated without any --

Raymond Minella: He said, how come we've been 
negotiating for a year and a half and the first time we can 
agree on anything, no one from Eastern Airlines is in the room?

Jerry Barrett: Interesting.
Raymond Minella: That's right. No one had an answer 

to that question. So, then I got on the phone with my firm the 
next morning and explained how the deal would work and, of course, 
they all wanted a 3-year deal and they wanted to change this 
or to change that. The whole point was, I mean, what this was, 
was a hippopotamus and we're hanging a sign on it saying this 
is a giraffe, OK?

The whole point behind the politics was that the IAM 
wasn't opening their contract; they were agreeing to a wage 
investment plan, investing their wages. And our whole point 
was, you knov,, it really was a wage reduction but that it was 
done within the context of not opening up the wage agreement, OK?
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So having had the IAM agree to it, then I had to go 
talk to the pilots and explain it to them. And talk to the 
flight attendants and explain it to them.

Jerry Barrett: Did you get as good a rapport with 
those two groups?

Raymond Minella: No. But those two groups were, 
at that point in time, more reasonable.

Jerry Barrett: And their contracts weren't open at 

the time, were they?
Raymond Minella: I'm trying to think. You probably 

know that for sure, I'm not sure. But as part of this whole 
arrangement, for the financial aspect of it, the union got a 
lot of the non-financial aspects that they wanted having to do 
with board representation. Charlie wanted to be on the board 

for a long time and access to the company's books and stuff 
like that. So, it really laid the basis for a real participatory 
management culture.

And, I believe that Frank Borman at that point had 
looked into the jaws of death and had decided that he really 

didn't want to tank the company; that he really wanted to find 
a way to make it work and maybe this would work. And so he 

really, from my perspective, entered into it with an open mind.
(Break)

Raymond Minella: So anyway, we really were very, very 
hopeful of what we had accomplished. The next week the IAM had
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their big meeting. All the shop stewards in Atlanta asked me 
to come down. Charlie Bryan introduced me as the architect of 
the solution of the plan. And I haven't, because we've been 
interrupted, I haven't described exactly what the whole thing 
was and how it fit together. But the title of it is pretty 
self-explanatory. It was a 20 percent participating, non- 
cumulative, convertible, self-liquidating, junior, preferred 

stock. OK?
And it was lucky, in my judgment, that one of the 

things that I do for a living is that I invent securities. 
Securities are a way of problem-solving financial problems; 
bridging the gap between an investor who needs to put money to 
work and a company that needs money to put to work. And the 
security is the bridge between those two. That's really what 
we did that night, is invented a financial solution to a financial 
problem but did it in a way that dealt with the political reality 

which existed on a completely separate plane.
So that's where we were in December of '83 and we 

all were very, very hopeful that it would work, but it didn't.

(Break)
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Jerry Barrettj This is Jerry Barrett talking again. 
Today's date is June 25, 1986. I'm continuing an interview 
with Ray Minella in his office in New York City.

We finished with 1983 pretty much yesterday.

Raymond Minella: Well, what happened next was the —  
we thought we had closure and everybody agreed that we were 
moving forward in a concerted way to remake the corporate 
culture at Eastern Airlines. And the first thing that happened 
in 1984 was that the pilots reneged on their deal and refused 
to take the deal that had been negotiated to the membership.
And so in January, they tried to recut the deal again, and did 
to some extent, in terms of work rules and assorted other things. 
You can talk to A1 Gibson about what happened there. And then 
they took the deal to be voted on by the membership.

Now the thing that was interesting about all of this 
was that, instead of moving quickly to a vote, all of the 
constituent unions dragged their feet and once Eastern surfaced, 

that it was -- let me see, the pilots dragged their feet. I'm 
trying to sort out '84 from '85. Let me think. I believe the 
pilot situation was an amendment to their existing contract 

and it was only through the end of '84 and basically through 
'84 all of these contracts had to be redone.

The things basically did OK in '84 and the company 
did not make money, particularly. It may have lost a ton of 
money in the first, out of the box, but it basically bumped
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along and made a profit, barely after, before what the cost 
of the securities that we put up, you know, gave to the 

employees.
But the real issue which emerged as things went on 

in 1984 was that the unions were not doing what they said they 
would do, in that they were not meeting together to decide what 
we'd do to fix the company permanently; to do what was necessary 

from a financial point of view,
Jerry Barrett: OK. Which was really part of the 

understanding —
Raymond Minella: Was part of the understanding and —

Jerry Barrett: In late '83.
Raymond Minella: In fact, a conversation that I had 

that fateful night at the IAM union hall with John Peterpaul 

was John, we can't allow anymore stock to go out the door.
Right, he said. I understand that. We don't want anymore 
stock. I said, we cannot borrow money to meet operating losses. 

Right, I understand that. He said, we know that we've got to 
make improvements and we will do what's necessary. And on that 
basis we went forward. So that the deal in '83 was the Wage 
Investment Plan, plus the promise to do what was necessary to 
have the company be financially viable. And that meant making 

a profit.
Well, as time went on, that became more and more 

problematic, particularly with the IAM. Charlie has opposition
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within the unions, within the union, particularly in Atlanta. 
And Charlie, in the fall of '84, in a very confrontational 
meeting with the base in Atlanta, went on record as saying he 
would get all the wages back to the pre-Wage Investment Plan 
levels.

So he put himself in a box with the political 
opposition within his own union. So that if he didn't get 
even for a nanosecond, wages snapped back to 18^ percent above 
what was being paid basically because of the Wage Investment 
Plan deductions, that he would have failed, even though it was 
in direct contravention to his previous promise to do what was 

necessary from a financial point of view.
So, throughout the fall, it became increasingly 

obvious that they weren't interested in negotiating. Their 

position was, you know, on December 31, the clock's going to 
run out and we're going to go back to our previous wages, to 
the previous contractual level, the salary of record is what 
it's called. And it became increasingly apparent that the 
company could not exist under that basis.

Now, as I mentioned to you, the banks had to grant 
waivers and Eastern had the foresight to ask the banks for an 

extension based on the fact that labor agreements would be in 
place by January 31. So, based on that, the banks gave an 
extension on the waivers until January 31.
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Jerry Barrett: Eighty-four now?
Raymond Minella: Eighty-five.
Jerry Barrett: Eighty^-f ive. OK. So that took you 

through '84.
Raymond Minella: Right. And Borman announced a day 

or so before the beginning of the year that the company was 

going to continue to withhold, keep the money that was being 
paid out at the salary of record minus 18*2 percent.

Jerry Barrett: Not going to bounce back or snap back?
Raymond Minella: Not going to snap back in the parlance 

of Miami. And so the company was sued by the unions on this 
point and we had to go through depositions; I had to.

There was a point in time in January where the unions 
refused to negotiate until Borman paid the wages back, I mean,
I'm saying it this way on purpose because Eastern Airlines, 
somewhere along the line, stopped being Eastern Airlines and 

became Frank Borman's airline. He treated it like it was his 

own property and the unions thought of it as his airline. And 
it wasn't the company doing something, it was Borman doing 
something. It wasn't the president of Eastern doing something, 

it was Frank Borman doing something. It was very, very 
personalized, which was not helpful. OK? Because the animosity --

(Break)
Raymond Minella: So anyway, we negotiated through 

January and although my own firm's position had originally been 
that I shouldn't negotiate at all with unions --
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Jerry Barrett: I'm sorry. You were making another 
point when we were interrupted --

Raymond Minella: Yea. The airline became a 
personalized thing and that it was —  and part of it was that 
Frank had a very paternal attitude toward the employees. In 
essence, he looked at himself as being the guy who had a 
responsibility to the employees that was almost spiritual in 
nature. And it wasn't so much his job to run the company as to 
lead the employees. And that he obviously knew what was better 
for them than the union leaders and so he was continually trying 
to reach through the union leadership to talk directly to the 
employee. And, of course, it drove the union leaders crazy.
And it became, you know, at important points in time, a test 
of will.

Jerry Barrett: When was that? The last 3 years, 

would you say?
Raymond Minella: Particularly. I think it goes back 

to when he unilaterally decided to hold out, to keep the EP 
in place through the operation of the Railway Labor Act. That 
was the acorn from which the mighty oak of labor discord grew.

Anyway, we negotiated and negotiated and negotiated 

with the unions.
Jerry Barrett; January of 85?
Raymond Minella: In January of '85. At that point, 

Charlie -- sometime around in Janaury, Charlie Bryan put forth
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a plan which would pay the labor guys —  pay the IAM. I'm 
sorry. I'm not being very articulate today —  would pay the 
IAM based on a percentage of revenues rather than an agreed- 
upon salary amount. It was dismissed out of hand by Eastern's 

management.
But in it was the core of the settlement if you thought 

about it, which is what I did. And that was that we wanted to 
be paid on a basis of the top line because we don't want to give 
up wages and have the company's management piss it away. OK? 
Because of all the other stupid things that they do. And that 
if I'm paid on the top line, then I can basically get around 
the fact that I've got incompetent management rather than, say, 
what Borman was suggesting was to give them —  pay them on a 
profit-sharing basis. They said we don't trust this management 
to deliver profits. We want to be paid on the basis of the top 

line.
That insight, to me, was what was the thing that got 

us a settlement because once you recognized the dynamic that 
the union was seeking to insulate itself from poor management 

decisions, then you could think of another way they could 
insulate themselves from poor management decisions.

And what that was, was the 1985 Wage Productivity 
Plan, I think that's what it was called. That the basis of it 
was, you know, we, the IAM, know how to do our job better than 
anybody and there's lots of ways the company's wasting money.
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So, what we will do is, we will figure out a way to 
do our job better. And if we save money by doing our job 
better, either through doing it with fewer people, and we 
don't replace attrition, or we figure out ways to do it faster 
or whatever efficiencies we can come up with, then we will get 
credit for that efficiency and we will be able to raise our 
wages by the amount of money that we save. So that the bottom 
line isn't changed from the projection. OK? But it we figure 
out a way to save money in work related to the way we do our 
jobs, either through work rules or whatever, then we can reflect 
that in an increase in our hourly rate.

So that it's a zero sum game in terms of the company.
The company doesn't care. OK? Because you're held to your 
projection. But it's a way to get boffo salary increases if 
it's true that there is waste and inefficiency and stupidity in 
management. OK? That was my concept, but I couldn't get it sold.

And January 31 came and I think we were at the Marriott 

or it could have been the Hilton. I guess it was the Hilton, 
shuttling back and forth. We had double suites and Prank tried 
to get the IAM to agree on a wage concession and they wouldn't 
do it. They wouldn't do it. In fact, he laid a profit-sharing 

plan on the table subsequently which wasn't so much profit 
sharing as -- I mean it delivered all the profit that the 

company made.
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The company was projecting $90 million and Borman 
put a plan on the table which the union rejected which would 
pay them everything in excess of 90 million. It was the most 
extraordinarily stupid proposal that one could possibly imagine 
in my judgement. And I know —  I would hope you'll have a 
chance to tone down a little bit of this but that isn't what 
they were asking for. It wasn't what they were trying to 
address. They weren't trying to address that we don't want 
the company to make any more than 90 million. What they were 
trying to address is we want to be insulated from poor management 

decisions. OK? And anyway, when Borman begged Charlie —  
in fact, he said to him, as the clock was striking 12, Charlie,

I'm begging ya, and Bryan wouldn't give in.
Jerry Barrett: While we were off the record, you made 

some comments about Frank Borman. Elaborate on those a little bit.
Raymond Minella: I think that part of what happened 

at Eastern is -- you can't really understand Eastern without, 
at least, appreciating in some way or other the man who was the 
central figure in the company for 10 years, and that's Frank 

Borman.
Frank is a man of tremendous personal courage. And 

he is also a man who believes strongly in his own instincts.
As I said before, you never met a test pilot that ever made a 
mistake. In a certain sense, that's literally true. You've
certainly never met a test pilot that made a serious mistake.
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And Frank, in his personal courage, which was demonstrated over 
and over and over again —

Jerry Barrett: In the management of Eastern?
Raymond Minella: Well, in his life.
Jerry Barrett: OK.
Raymond Minella: In his life, was someone who was 

willing to bet everything on his judgment. I mean, I remember 
once we had a talk and I asked him what I was sure that everyone 
in the world had asked him which was, were you afraid when you 
were sitting on top of the rocket and they were about to send 
you to the moon? And he said, no. And the reason was that he 
had —  when he was selected for NASA, he had dealt at that time 
with the possibility of dying, of being killed. And that's 
when he dealt with it. And from that moment on, that was not 
a part of what he thought about, cause he dealt with it then.
So that he wasn't afraid when he was on top of the rocket.

Now here is a man who is risking his life which, 
after all, is all that any of us really ever have that we know 
for sure about. We hope on the infinite, but we know the present. 
And he was willing to bet his life that everything would go OK. 
It's a short step for someone like that who was willing to bet 

his life to bet a company on his judgment. And his ability to 
make the right decision at the crucial moment. And that is what 

he did consistently.
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Frank had trouble listening to advisors and that's 
why Bill Usery, in the labor relations context, was so crucial 
because Usery was a man of tremendous personal stature, outside 
of Eastern Airlines, who had his own credibility personally; 
who is an expert in his own field. And he was a man that Frank 
would listen to. He wouldn't always do what Usery said, but he 
would do what Usery said enough that it made sense for Bill to 

continue to try. OK?
But to stay on the Apollo 8 dynamic for a moment,

Susan Borman told me once that she had been out to dinner with 
Frank and Charlie Bryan and I think Bryan's wife. I think he was 

married at that time. And all evening long, Charlie went on 
about Apollo 8 this and Apollo 8 that for a couple hours. Finally, 
Susan Borman said, Charlie, will you stop it with Apollo 8. I 
mean, that was 10 years ago, 12 years ago, whatever it was. She 
said, Apollo 8 was one in a million. And he said to her, no, 
every man has to have his Apollo 8 and I'm going to get mine.

Jerry Barrett; Oh, my,
Raymond Minella: I have come to believe that Charlie 

Bryan's Apollo 8, in his own mind, was beating the man who had 

Apollo 8.
Jerry Barrett; Boy, that's interesting. That is 

interesting.
Raymond Minella: It all makes —  I mean, it's of a 

whole cloth. I think that tremendously influenced the dynamic
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the fateful night Eastern was sold, but that's getting ahead 

of our story.
Jerry Barrett: Yes, yes. OK.
Raymond Minella: So anyway, to get back to February 

of '85, we had a situation where the IAM was unwilling to adopt 
a plan that would implicitly trust management to do its job 
correctly and so that's why we came up with this productivity 

program.
Now, the IAM had shown over the years a tremendous 

capacity for self-delusion when it came to what the benefits of 
working together and whistling a happy tune and getting rid of 
this gloom and doom, which, of course, is Charlie's buzz words 

for Borman telling people that we're not making money so we have 
to cut wages -- of how that would affect the bottom line.

And so they were always wildly enthusiastic about 
their ability with an absence of labor strife to deliver big 
bucks in terms of savings. And what this program of counting 
dollar for dollar, again the phrase dollar for dollar, their 
productivity increases against increases in furtherance of wage 
increases was to play upon their own rhetoric. Do you see what 

I mean?
Jerry Barrett: Uh, huh.
Raymond Minella; If they're saying all we have to do 

is stop fighting and start cooperating and we can save you $100 
million. What I did, I turned it around. I said, we believe
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you. Believe yourself. Go do it. If I do say so myself, I 
was pleased with it. That actually turned out not to be 
workable at all, but I mean it got us peace for a while.

So anyway, the night of the end of January, we had 
to get an agreement or the company would be in default with 
the principal loan agreements and we negotiated all night long.
John Peterpaul was there. Bryan Freeman was there. I found 
Freeman's performance was particularly disgusting, but in any 

case, Frank begged the IAM to agree to a wage cut and they 

refused it.
So the company went into default. I came back to 

New York. I was sure that this thing was in deadlock and they 
would quickly file Chapter 11. Because given all the publicity 
about all of the strife and everything, traffic was just disappearing. 

Companies don't fail, Jerry, because they don't make money. They 
fail because they run out of cash. And when Eastern's cash 
position got dangerously low, they would be forced to file 

Chapter 11. And I knew from sources in the company that the 
cash position was running dangerously low.

So I came back up to New York and that's when I heard 
about this proposal which I mentioned to you that Frank made to 

give the employees all of the upside over 90 million of the 
projection, which was a 2 percent profitability target.

Jerry Barrett: Which, from your point of view, is a 

really desperation kind of move.
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Raymond Minella: Well, it was not only a desperation 
move, it was a stupid move. What's the phrase we learned in 
school? Hate the sin but love the sinner. OK? Smart people 
can do stupid things. It was stupid to do that. OK? And 
the reason it was stupid is that it did not address what the 
overriding concern of the main protagonist here was, which is 
to shield the IAM from the interaction of management on the 
IAM's welfare.

Now, forget for a moment that it's also stupid to 
think that management has -- 

(Break)

Raymond Minella: I haven't forgotten that management 
has something to do with generation of revenue but it was based 
on a revenue thing that Charlie started from so that was sort 

of imbedded in his assumptions. Anyway, when I read that, I 
called Usery and Johnson on that Wednesday because I'd been back 
several days and I told Usery that he was turning the corporation 
into a commune. What is this nonsense thcit the employees get 
everything above 90 million. Who the hell -- what's the 
corporation for, I mean, a corporation is an organism. An 
organism needs a number of things to live. Right? And you take 
anyone of those essential elements away, the organism dies.

In order to run a corporation, you have to have capital 
and you have to have labor and you have to have management. If 
you have management but no capital, you have no company. If you
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have labor but no capital, you have no company. If you have 
labor and capital, you have no company because you need 
management. You need all 3. And there has to be something in 
it for everybody in order for all to agree to play. OK? And 
what this formulation did of giving all of the upside to the 
unions, to the employees, was to really make it very clear that 
there was an overriding concern at Eastern Airlines and that was 
the welfare of the employees and less of a sensitivity to the 
needs of other constituents.

But again, you characterized it as a desperation 
move. I think it was. And when people are desperate, they do 
things that they wish they hope will work which, in less desperate 
circumstances, they wouldn't do. I don't mean to be hard on 
people. It's always easy to look back and shake your finger 
and go tsk, tsk, tsk. Either that was a brilliant move cause 
it worked, or it was a stupid move because it didn't. You know, 
you only make the value judgment after the fact. OK.

But anyway, I didn't think that would work because 
it didn't respond to the concerns of the other side. So, I 
told the fellow that I was working for at the time, Peter 
Brinkerhoff, that I wanted to go back one more time because I 
was sure that within the next 48 hours, the fate of the corporation 
would be decided; that at the rate that I sensed that they were 

losing cash, I didn't think that they could hold off filing 
Chapter 11 very long.
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So I went back down on Thursday. And by the way, I 
had a meeting with Sam Belsburg for breakfast that morning and 
I excused myself early in order to go back down to Eastern.
And, believe me, you can make a lot more money off Sam Belsburg 
than you can off Eastern Airlines.

But in any case, down I went. And I wasn't invited;
I wasn't asked to come. I just went. I showed up, and it was 
after the board meeting, and I was in Jack Johnson's office and 

Charlie Bryan walked in. And Jack was having dinner with Usery 
and Bryan that night to see what we could do. So I got myself 
invited to dinner and I talked to Charlie all night long about 

this and that.
I do believe that I have been able to talk to Charlie 

because I haven’t lied to him. He knows who I am. He knows 
what interest I represent and I think, at least if you go back 

to December of '83, I performed a useful service for him.
So, in any case, we talked and it seemed to be 

productive for reasons which it's hard to define. Like I'm 
talking to you, you smile and you seem to understand. You 
talk to me, I smile and seem to understand. Well, it was like 
that with Charlie. He smiled and seemed to understand.

So anyway, he was expecting his superior, John Peterpaul, 
to come down. And Fred Bradley, who is the previous protagonist 

from, you know, a member from City Bank, also was down. So, Fred 
and Charlie and I sat down with Jack and Bill Usery. Fred
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Bradley came over and we just started talking. This is after 
dinner. And then Jack and Bill had to go do something —  I 
think it was with the flight attendants —  and left Bradley 
and I there with Charlie. And about 11 o'clock, John Peterpaul 

showed up.
So John Peterpaul said —  I think this was interesting 

—  he said, look, here we are, you know, the same 3 guys. We're 
all here together again and it seems like it's time to get it 
done. And so I drank rum and cokes, as I remember, all night 

long. And so everybody, we had a full and frank exchange of 
views. Agreed that the world wasn't perfect and mistakes had 
been made on both sides, but we had to find a way to deal with 

this.
So finally, at 3 o'clock in the morning, I said to 

Peterpaul, look, John. None of us want this thing to collapse 
so why don't we see what tenets we can agree upon as being things 
that the company has to have. And then let's see, once we can 
agree on those, let's see if we can meet tomorrow morning and 
hammer out a contract that will be consistent with those mutually 
agreed-upon tenets. He said, right, let's do it. I said, OK.

Number 1, Eastern Airlines, like any corporation, has 

different constituents and a company has to work for all the 
constituents in order for it to survive, right? Right, yea.

We agree on that. Number 2, in order for that to be the case,
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the company has to be profitable, right? Right. OK. So we 
have now agreed upon the fact that there are other constituents 
to serve besides labor and that the company, at a base line, 
after all constituents are taken care of, has to be profitable 
and, Number 3, you want the company's employees, let's forget 
every employee, the IAM, to be paid fairly for their labor, 
right? Right. And what fairly means is what can reasonably 
be paid in light of all the other circumstances necessary for 
the company to make a profit, right? Right.

Number 4, and Number 4 was the key. I said, John,
Number 4, you want the IAM to have the ability to benefit directly 

from the improvements that they themselves can create to the 
profitability of the company or to the efficiency with which 
they do their jobs. So that the people who create those 
efficiencies are the ones that can benefit from them directly, 
right? Right. OK.

Now we're talking, Peterpaul says. I said, OK, great.

I think these are the 4 tenets that we need. We ought to be 
able to negotiate a plan tomorrow to make them happen. He said, 
fine. So I said, look, I'll contact you in the morning; we'll 
have breakfast together; get us all together and we'll hammer this 
out.

Well, one of the problems of Eastern has been -- I'm 
sure that this has been a theme of some of the people you've 
talked to -- has been that a lot of people made Eastern Airlines
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a little test tube for their own particular theories of how a 
company ought to be run, or how labor relations ought to be, 

or what a corporate culture ought to be changed into.
There has been —  and I'm thinking particularly of 

the Randy Barbers of the world —  of implementing social theories 
and in really changing the nature of the class structure. I 
mean, there's really been a sort of a revolutionary, you know, 
grab your red flag and mount the barricades kind of point of 
view on the part of some people who have basically come to the 
enterprise through either an academic route within sort of an 

(inaudible) prop kind of approach.
There have been people, and I'm thinking of Bryan 

Freeman who has been —  I don't want to get sued by anybody so 

I hope that you take that into account.
Jerry Barrett: I certainly do.
Raymond Minella: So I suppose using names is not 

useful. I probably shouldn't do it. Let's assume that they're 

not there.
Jerry Barrett: OK.
Raymond Minella: OK. I mean, that's fair. You're 

Usery's friend. I trust Usery, so we're dealing with each other 

on that basis.
Jerry Barrett: OK. Yea. Certainly.
Raymond Minella: They basically looked at this as how

they can make a buck, or how they can make themselves famous,
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or how they can take credit for this or that in order to benefit 
themselves rather than how they can be useful in a situation 
where after they blow out of town, people still have to live 
with each other. OK? That's been sad.

And at one point or other, Eastern had Lezard Frere 
on the payroll, Bryan Freeman on the payroll, Randy Barber on 
the payroll, the Locker Abrecht people on the payroll. The one 
guy they should have had on the payroll, Bill Usery, and God 
knows how many others, all of whom had their own little point 
of view on the way that things ought to be done; implementing 
their own hidden agenda which may or may not have been to the 
ultimate benefit of those people they were supposed to be 
representing.

But any case, Bryan Freeman was desperate to find a 

way to interpose himself into this situation. And I was quite 
concerned that if we could not progress on a straight line in 
the way that we were going, we wouldn't be able to get there 

in time because this advisor or that advisor or this other 
advisor, having their own set of agendas, who wanted to prove 

that they themselves had the crucial value added, would get in 
there when, you know, I figure we maybe had 24 hours. And as 
a matter of fact, on that Friday morning when we met, I knew 
for a fact that the corporation intended to file Chapter 11 at 

9 o'clock on Saturday morning.
Jerry Barrett: Oh boy. So you really were down at

the wire.
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Raymond Minella: Yea. So I managed to get a room 

out of the Hilton Hotel. Had breakfast served there. I told 
only the participants where the room was. No one else knew 
where they were. So, this advisor or that advisor would call 
Peterpaul's room. The phone would ring. Charlie Bryan's room.
The phone would ring. Nobody knew where they were. And so 
we met at breakfast. We rehashed the old tenets that I 

described.
Jerry Barrett: The same 4 people again, huh?
Raymond Minella: Yea, it was me and Fred Bradley, 

Peterpaul, Bryan and we added Usery and Jack Johnson.
Jerry Barrett: OK.
Raymond Minella: And so we had breakfast and went 

through where we had been that night before and then things 
started to get a little acrimonious. And so we withdrew and 
Peterpaul grabbed me on the way out of the door and said, look, 

you know, we were getting someplace last night. Why don't you 
come back. And so Bradley and I went back and we negotiated 
down this road that I ’ve described. I mean, I knew exactly what

we wanted to do; we just had to get there.
Z,And we hondled with the numbers back and forth. And 

I tried out different concepts and Eastern would apply them to 
the projection to see if that did what we needed to do. And Jose 
Smith was crucial. Jose Smith is a guy you ought to talk to if 
you haven't talked to him yet.
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Jerry Barrett: I talked to him briefly, not --

Raymond Minella: He is terrific. Wonderful guy.
Jerry Barrett: Another hero in a way, in another 

sense. Yes.
Raymond Minella: Oh yea. Absolutely. In fact, if 

I can, other than my friendship of the people that I —  some 
friendships that I really treasure that came out of all of 
this, my fondest memory of this whole thing is when Jose Smith 
told me the night after we got the Wage Investment Plan agreed 
to, he said, there is no way that your firm can pay you for what 
you've done. And that was -- that statement from Jose Smith to 

me was payment enough,
Jerry Barrett: Yes, yes.
Raymond Minella: Anyway, he's a great guy. You ought 

to talk to him. So, we went back and forth and finally, at 
5:30 in the afternoon, John Peterpaul stuck out his hand and 

it was agreed. We had a deal. And we went down to Usery's 
room and who should call but Bryan Freeman saying that he was 
there to be helpful, thought he could be helpful, wanted to do 
whatever he could. The deal was done. And then Borman and the 
senior management came down and shook Usery's hand and Bradley's 

hand. Bradley told him I negotiated it and he said oh, OK, and 

he shook my hand.
Jerry Barrett: Did the —  when you say Peterpaul was

the one who shook your hand in agreement -- did the national push
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ahead a little bit —  (inaudible) exercise in leadership —
Raymond Minella: It's clear that in this case,

Peterpaul really wanted to get an agreement and pounded on 
Charlie to do it. It's also true that Peterpaul had a wedding 
to attend the next day, out of town.

Jerry Barrett: Those kind of personal things frequently 

help to move the issues along.
Raymond Minella: He really wanted to do it that night.

I don't think he knew that if we didn't do it that day, that the 
company would file Chapter. Maybe I'm wrong; maybe he did. But 

that was the second act.
Jerry Barrett: Can you talk just a little bit about 

the ingredients of the agreement, as you recall them?
Raymond Minella: I wrote it all down on one piece of 

yellow paper and we made —  there was one mistake that we made 
that day in that we didn't get them to sign that paper. They 
shook out their hand; we agree, A deal's a deal, and then as 
time went on, Charlie came back and back and back with one thing 
after another and it took months to get a final agreement worked 
out. I mean, I would characterize it as being —  you know, like 
the other time back in the old days, you know. Moses came down 
from Sinai and clouds parted and there was Moses with his tablets 
and the Israelites looked up and there were thousands upon 

thousands of Moseses behind him, all dressed exactly the same 
way, carrying their own tablets. So, one of the Israelite priests



-57-

stepped forward and said, Moses, Moses, I don't understand.
He said I thought there were 10 commandments. What is all 
this? So Moses says, oh. There are only 10 commandments.
These are the commandments; those are the regulations.

(Laughter)
Raymond Minella: What we agreed to was the commandments 

and what it took 2 months to get pinned down were the regulations. 

But while that happened —  you have to understand one thing 
about Charlie, and I think about labor leaders, in general, 
particularly in this kind of environment; that they are very 
process oriented. I mean, when a labor leader is negotiating 
a contract, I think that's a real natural high, and they enjoy 
the process. What they're paid to do is get the best deal they 

can for their members.
And so Charlie's consistent negotiating strategy has 

always been to just refuse to budge. And if you think about 
how that interplayed on Frank Borman, Frank was a guy who 
basically took responsibility for everything. And the point 
of what a test pilot does, if you've read The Right Stuff by 
Tom Wolfe, when something starts to go wrong, they keep thinking 
what else, what else, what else to try, what else to try.

Finally, they'll find a way to bring the situation under control.

That was exactly Frank Borman's mentality. If 

something didn't work, he'd try something else. If that 
didn't work, he'd try something else. It always was what else, 

what else. And if I'm a guy who refuses to budge, who refuses
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to negotiate; the longer I sit here, the more sure I am that 
he's coming closer and closer and closer to me because he's 
got to find a way to make it work. OK? I mean, it was --

Jerry Barretts It's ideal for —
Raymond Minella: It was a consistently effective 

negotiating strategy. And in the end, it was too effective. 
Charlie didn't know when to stop, If Charlie had a fatal flaw 
in the way that the process was conducted, it was that. He 
didn't know when to say enough. He didn't know when to leave 
something on the table for somebody else. And Frank, one of 
my colleagues at Eastern once said about Frank Borman that if 
it was up to Frank, there would be no music because all 8 notes 

would be played at once.
(Laughter)
Raymond Minella: I'm sorry. The reason I say all 

these clever things is because all my friends say clever things 
to me. I just repeat them. One of the things that Usery has 

said, which I found consistently true, is that the right idea 
at the wrong time —  the right solution at the wrong time is 
the wrong solution; that there's a time dimension to problem- 
solving in the labor relations area which does not exist 

necessarily in other areas of problem solving,
You know, 2 plus 2 will always equal 4 no matter what 

time of the day it is. OK? Two dollars an hour will not 
necessarily be the right solution depending on where you are
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in negotiations. OK? And I found that to be particularly 

useful as time has gone on.
But any case, Frank Borman had a very hard time 

coming to grips with that and I think it was because of the 
mentality of, you know, his background. That you find a 
solution, and if that doesn’t work, you try something else, then 
you try something else. And it was very hard on Frank to do two 
things. To wait and to allow someone else to have control of 
the situation; to allow his people to do it. Very hard for him.

And if you take all of that dynamic and put it against 
what happened back in March of '83 when he said he was going to 
take a certain course and then veered off at the last minute, 
it meant that the credibility that management had to say we are 
going to do this, was lost. It was lost completely. And the 
problem that everyone had to deal with was that of miscalculation; 

that because of the past, the actors wouldn't know that it was 

a different play. OK?
And it became clear to me, as we went through the 

spring, that the game had changed; that everybody that had been 
sort of in the spirit of, you know, agreeing to do what was 
necessary in February because they were on death's door when 
the business got good and then it got great, A lot of people 
felt they had left something on the table.

And so, the machinists, when they voted on their 
contract, turned it down, Charlie never even bothered to pump
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for it. He thought it was a fait accompli, but the guys in 
Atlanta particularly crossed him up. And I think, effectively, 
they said, we are not going to, you know, go along with whatever 
you say. And a lot of other people in the Miami base didn't 
even bother to vote. OK? So it was turned down.

The pilots —  this I guess was in early April -- the 
pilots looked at the month of March, which was the best year in 
Eastern's history in terms of profitability. They made more money 
in that month than they had made in any year in their history, 
which is over 50 years. And they said to themselves I think 

we settled too cheap. OK?
And since there was linkage among all 3 contracts, 

all 3 unions had to agree to them, OK? Except for the IAM, I 
believe. The IAM's contract was not dependent on anybody else 
and that's because they are the only organization that had 
professional labor leadership. All the other guys were amateurs, 
up from the ranks -- the flight attendants and the pilots, even 

though we have already established that the pilots are the smartest 

people in the world.
Jerry Barrett? Yes, yes.
Raymond Minella: So when Charlie's contract was not 

endorsed, the pilots took that as an excuse to say, our ratification, 
which they had ratified by over 2 to 1, isn't valid and so we no 
longer have a contract. And that was really the storm warning,
I think, that there was no discipline or really integrity to the
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process because people didn't know where the limits were on the 
labor side, particularly, solely really. I think management 
really did understand the game. The fact that they were able 
to carry on the way that they did under the enormous personal 
strain was always amazing to me. It was amazing.

Jerry Barrett: Because now we're talking, we're in 
the third or fourth year of almost —

Raymond Minella: Continuous, continuous strife. So 
anyway, while they were still fighting away with the pilots, 
they were still going great guns.

Jerry Barrett: Businesswise,
Raymond Minella: Yea, businesswise. And the company 

made something like $125 million in the first 6 months of the 
year. It was tremendous. I have felt a sense of personal 
vindication as a result of it, as you can imagine, because it 
had been my hope that, although there was a lot of problems 

here, that if we could find a way to give people the time to 
work together and make the thing work; that the real danger was 

just not enough time.
And in the end, you know, I think we gave them enough 

time. That didn't turn out to be the problem. The problem was 
really the pathological interaction that they had with each 
other and with a lot of it being related to the personal animosity 
that existed between Borman and Bryan. I mean, Frank isn't
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perfect. Nobody alive today is. But he was —  I think he 
consistently comported himself, vis-a-vis the machinists' union, 

in an honorable way.
Anyway, that brings us to the summer, and things were 

great in May, and they were OK in June, and they got less good 
in July, and they got crummy in August, and they got terrible 
in September. And along the way, we did another common stock 
offering which ended up being, I think, the money that enabled 
the company to survive in the end through what it took to finally 
reach the catharsis, or go through the catharsis.

But I became convinced in August or September that 
there was only one solution here and that was to sell the company.

Jerry Barrett: That early you were thinking along

that line?
Raymond Minella: Yea, because I had shared a foxhole 

with Bill Usery and Jack Johnson for almost 2 years. It had 
been almost 2 years to the day that we'd been involved in this 

kind of a thing where bankruptcy and ruin was a realistic 
possibility. And it was clear that everything that happened 
for the previous 10 years had taught the unions that they never 
had to respect a deadline; they never had to fear a threat; 
that the corporation could never finally go through with the 
one thing that the unions had a right to fear, which was a 
Chapter 11 proceeding* and that in the end, if they held out, 

they'd get what they wanted.
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Everything that had happened at labor relations had 
taught them to count on that which led me to believe that they 
wouldn't be able to figure out when the game was different.

Jerry Barrett: It only played it that way. They'd 

been rewarded for doing it that way.
Raymond Minella: So it seemed to me that there was 

one way to deal with it and that was to -- either one of two 
things: either file Chapter 11 or sell the company. Now, 
Chapter 11 was an area that I viewed with a lot of distaste 
because you really didn't know what would happen. Lorenzo 
managed to make it under a different law and in a situation 
where you didn't have the kind of protracted acrimonious civil 
war that had existed for years and years. It was a much smaller 
operation. I mean, the pilots all stayed home so they hired 

new pilots and away they went.
Jerry Barrett: You're talking about Continental, OK?

Raymond Minella: Yea. But, I mean, what did he do?

I mean, I'm not sure exactly what the numbers were but, I mean, 
maybe he hired 250 or 300 pilots. Eastern had 4,000. The size 
of the operation was daunting. And if you look at what has 
happened to companies that file bankruptcy, it is rare that 
the equity values of the shareholders are protected in the end. 
And particularly when you are looking at a situation like this, 
it was a lottery ticket, in my judgment. And what that left

was sale.
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It seemed to me that one of two things would happen: 
Either (1) the company would be sold, in which case the share
holders would get out. OK? They would be paid off and you'd 
operate the company under a different management and, depending 
on who bought it, you know, you could do different things. I 
mean, Lorenzo is the perfect choice in that regard for operating 
flexibility.

Or alternatively, the unions would wake up and say, 
if he sells the company, the game's up. And that is a realistic 
alternative and he will do that. Whereas I don't -- maybe I 
don't think he'll Chapter it, he will do it. And so, maybe 
what I ought to do is reach an agreement depending on the 
external discipline of the marketplace rather than the credibility 
of Eastern's management. The risk there was that events would 

develop a momentum of their own and if you wanted to play the 
selling the company strategy in order to make a labor agreement, 
you had to be willing to sell the company.

Jerry Barrett: OK. OK.
Raymond Minella: Because, if you really weren't 

willing to sell the company, you wouldn't be able to and then 
you would be completely screwed because you would have no 
alternative but Chapter. OK? Our firm believed that there was 
no way that Borman's competitors would allow Eastern to use them 

to lower his labor costs to compete more effectively against
them. OK?
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Jerry Barrett; OK, They're reasonable business people
Raymond Minella: Yea,
Jerry Barrett: And they would not allow that to happen
Raymond Minella; So, if you went off to sell the 

company, you had to be willing to do it and, of course, that 
was very difficult. It was very difficult for Eastern to make 
the decision to do that. And really, what that leads us up to 
is the third act, which is the one you (inaudible) to talk about 

to begin with.
Jerry Barrett; Yes. Right. Right.
Raymond Minella: I've got a meeting at 2 o'clock so 

how can we accommodate this last (inaudible)? Are you going to 
be up here ■—  you're leaving today?

Jerry Barrett; Yes.
Raymond Minella: When will you be back in New York?
Jerry Barrett: Well, I can come back tomorrow if that 

makes any sense to you, does it?
Raymond Minella: Uh, yea.


