


into the old airline industry pattern of two
years of profitability followed by three years
of losses,” Anderson says.

Through the first three quarters of 2008,
Delta reports, the company cut capacity by 13
percent year over year and trimmed its work-
force by 12 percent, or 4,200 people, through
voluntary staff reductions. Today Delta and its
wholly owned subsidiary Northwest have more
than 70,000 employees combined. Now, with
the economy lagging, Delta plans to reduce
another 6 percent to 8 percent capacity in 2009
to better meet demand and again offered vol-
untary packages in an effort to eliminate the
need for involuntary furloughs as a result of the

global recession.
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Long-term sustainability would require more
than simply tweaking the carrier’s existing
infrastructure, the CEO says, and in late 2007
the Delta board of directors created a special
committee to consider merger or acquisition
opportunities. Eventually, 99 percent of share-
holders from both Delta and Northwest voted
for the acquisition.

Northwest became the obvious choice
early on, Anderson says, ticking off the syn-
ergies of the combined operations. First, the
two airlines had complementary instead of
overlapping route systems, he explains, which
allowed Delta to plug significant domestic
and international gaps. Second, Anderson
notes, Northwest had recently emerged from
a 20-month-long reorganization, during which
it eliminated $4.2 billion in debt, trimmed
$2.4 billion in annual costs — mostly labor-
related — and raised its cash balance to more
than $3 billion.

Furthermore, says Anderson, the two air-
lines were already connected through alliance
relationships. Earlier last year, Delta had solid-
ified its international push by partnering with
Air France, part of AIR FRANCE-KLM (Euronext:
AF). The two carriers agreed to share reve-
nues and costs on certain transatlantic routes.
Meanwhile, Northwest had a partnership with
KLM, also owned by Air France-KLM. “Alliance
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relationships are valuable and very difficult
to extract yourself from,” Anderson says, not-
ing that neither Delta nor Northwest needed
to pull out of its existing alliance, which would
have disrupted revenues and required tearing
out significant infrastructure and then rebuild-

ing someplace else.

elta flight attendant Alice Ramsey was
battling breast cancer when the airline
christened its now-famous “Pink Plane” in
2006 to raise awareness and money for the
Breast Cancer Research Foundation (BCRF).
Following the philosophy that it’s what’s inside
that counts, Ramsey wanted to color the whole
fleet pink by selling custom-made pink uniforms
to Delta’s flight attendants and challenging them
to raise $1,000 each for the foundation.
Ramsey e-mailed Delta’s new CEO and asked
for a five-minute meeting to discuss her brain-
storm. Richard Anderson gave her more than an

hour, and by the end of their discussion he had

*) LESSONS LEARNED

Now Delta is applying some of the hard lessons
learned going through its reorganization to cre-
ate as seamless a merger transition as possible.
Lesson No. 1 was to communicate with employ-
ees, Bastian says. “During the restructuring and

in the dark years prior, a lot of hope was lost,and

approved the pink rollout and written a personal
check for the Pink Posse, her private foundation,

which helps breast cancer patients pay their bills

while they are going through treatment.

morale really suffered,” he notes. “When you
lose your employees, you lose your customers.
Reversing that paradigm is crucial”

Lesson No. 2 was to move quickly. “In this
global economy, speed wins,” Bastian observes.
The primary objective during the bankruptcy

period was simply to stay one step ahead of

Anderson also made Ramsey a fan for life.
“He thinks of the employees as his customers,”
she says. “What a great leadership philosophy.”

As for the pink dresses, Ramsey’s seam-
stress found enough material to make 275 match-
ing uniforms. Priced at $150, they sold out in
less than 12 hours, with all proceeds going to
the BCRF, says the company. The attendants
wore the dresses and sold pink lemonade on
all Delta flights last October. In its first six
months, Ramsey says, the pink brigade raised
more than $75,000.

%) ALICE RAMSEY POSES WITH MEMBERS OF THE SHADES

OF PINK CHOIR, CANCER SURVIVORS WHO SANG AT THE
KICKOFF OF DELTA'S BREAST CANCER AWARENESS MONTH.
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