
Wings  of  Greed:  How  Greed  Wrecked 

the Airline Industry

Introduction

Lorenzo’s  hostile  takeover  of  Eastern  Airlines  is  a 

prime  example  of  the  greed  and  recklessness  that 

characterized  the  1980s.  Lorenzo  and  his  corporate 

raiders  saw  Eastern  not  as  a  vital  transportation 

service  but  as  a  cash  cow  to  be  milked  dry.  They 

slashed costs, cut employee benefits, and sold off assets, 

all in an effort to boost the airline’s bottom line.

Lorenzo’s  actions  had  a  devastating  impact  on 

Eastern’s employees, who saw their wages and benefits 

slashed, their working conditions deteriorate, and their 

jobs  outsourced.  The  decline  of  Eastern  also  had  a 

ripple  effect  on  the  Miami  community,  which  was 
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heavily dependent on the airline for jobs and economic 

activity.

Lorenzo’s  takeover  of  Eastern  was  a  cautionary  tale 

about  the  dangers  of  corporate  greed  and  the 

importance of strong regulations to protect consumers 

and employees.  In the years  since Eastern’s  collapse, 

the  airline  industry  has  undergone  a  period  of 

consolidation,  with  a  handful  of  major  carriers  now 

controlling  the  majority  of  the  market.  This 

consolidation has led to higher prices,  fewer choices, 

and a decline in customer service.

But the legacy of Lorenzo and Eastern Airlines is not 

just a story of greed and decline. It is also a story of 

resilience and renewal.  In the aftermath of  Eastern’s 

collapse,  a  new  generation  of  entrepreneurs  and 

innovators  emerged  to  fill  the  void  left  by  the  old 

carrier. These new airlines, such as Southwest Airlines 

and JetBlue Airways, offered low-cost fares and a more 

customer-centric approach to air travel.
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The  story  of  Eastern  Airlines  is  a  complex  and 

cautionary tale about the dangers of corporate greed 

and the importance of strong regulations. But it is also 

a story of resilience and renewal, a story about how the 

airline  industry  has  adapted  to  the  challenges  of 

deregulation and consolidation.
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Book Description

In the 1980s, Frank Lorenzo took over Eastern Airlines 

and flew it into the ground. His cost-cutting measures 

slashed  employee  benefits,  reduced  flight  schedules, 

and sold off assets, all in an effort to boost the airline’s 

bottom line. The result was a decline in service, a strike 

by  Eastern’s  pilots,  and  the  airline’s  eventual 

bankruptcy.

Lorenzo’s  takeover  of  Eastern  was  a  cautionary  tale 

about  the  dangers  of  corporate  greed  and  the 

importance of strong regulations to protect consumers 

and employees. But it is also a story of resilience and 

renewal. In the aftermath of Eastern’s collapse, a new 

generation of entrepreneurs and innovators emerged 

to  fill  the  void  left  by  the  old  carrier.  These  new 

airlines,  such  as  Southwest  Airlines  and  JetBlue 

Airways, offered low-cost fares and a more customer-

centric approach to air travel.
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This book tells  the story of Eastern Airlines,  from its 

rise to prominence in the 1960s to its collapse in the 

1990s.  It  is  a  story  of  greed,  recklessness,  and  the 

decline of a once-great company. But it is also a story of 

resilience and renewal, a story about how the airline 

industry has adapted to the challenges of deregulation 

and consolidation.

This book is a must-read for anyone interested in the 

history of the airline industry, the dangers of corporate 

greed, or the importance of strong regulations. It is also 

a story of resilience and renewal, a story about how the 

airline  industry  has  adapted  to  the  challenges  of 

deregulation and consolidation.

5



Chapter  1:  The  Rise  of  Corporate 

Raiders

The hostile takeover of Eastern Airlines

The  hostile  takeover  of  Eastern  Airlines  by  Frank 

Lorenzo  in  1986  was  a  watershed  moment  in  the 

history of the airline industry. It marked the beginning 

of  an  era  of  corporate  greed  and  deregulation  that 

would eventually lead to the collapse of  Eastern and 

several other major airlines.

Lorenzo, a Texas-based corporate raider, saw Eastern 

as a ripe target for his takeover tactics. The airline was 

struggling financially,  and its management was weak 

and divided. Lorenzo quickly acquired a large stake in 

Eastern's  stock,  and  in  1986  he  launched  a  hostile 

takeover bid.

Lorenzo's  takeover  of  Eastern  was  a  hostile  one.  He 

refused  to  negotiate  with  the  airline's  management, 

and he used a variety of underhanded tactics to gain 
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control of the company. He threatened to fire Eastern's 

employees  and  sell  off  its  assets  if  they  resisted  his 

takeover. He also spread false rumors about Eastern's 

financial  condition  in  order  to  drive  down  its  stock 

price.

In the end, Lorenzo was successful in his takeover bid. 

He  gained  control  of  Eastern  in  1986,  and  he 

immediately  began  to  implement  his  cost-cutting 

measures. He slashed employee benefits, reduced flight 

schedules,  and  sold  off  assets.  These  measures  were 

designed to boost Eastern's profitability, but they also 

had  a  devastating  impact  on  the  airline's  employees 

and customers.

Lorenzo's  hostile  takeover  of  Eastern  Airlines  was  a 

clear  example  of  the  greed  and  recklessness  that 

characterized  the  1980s.  He  was  more  interested  in 

making a profit than in running a successful  airline, 

and his actions ultimately led to the collapse of Eastern.
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Chapter  1:  The  Rise  of  Corporate 

Raiders

Frank Lorenzo's background and motivations

Frank Lorenzo was born into a wealthy family in New 

York  City  in  1930.  His  father  was  a  successful 

businessman, and his mother was a socialite. Lorenzo 

attended the prestigious Phillips Academy in Andover, 

Massachusetts, and then Harvard University, where he 

studied  economics.  After  graduating  from  Harvard, 

Lorenzo worked for a brief time on Wall Street before 

joining the family business.

In  1972,  Lorenzo  took  over  as  CEO  of  Texas 

International  Airlines  (TIA),  a  small  regional  carrier. 

Under  Lorenzo's  leadership,  TIA  expanded  rapidly, 

acquiring several other airlines and becoming one of 

the  largest  regional  carriers  in  the  United  States. 

Lorenzo's success at TIA caught the attention of Wall 
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Street, and he soon became known as a rising star in 

the airline industry.

In  1986,  Lorenzo  made  a  hostile  takeover  bid  for 

Eastern  Airlines,  one  of  the  largest  airlines  in  the 

United States. Eastern was struggling financially at the 

time,  and  Lorenzo  saw  an  opportunity  to  buy  the 

airline for a bargain price. Lorenzo's takeover bid was 

successful,  and he became the new owner of Eastern 

Airlines.

Lorenzo's  takeover  of  Eastern  was  a  watershed 

moment  in  the  airline  industry.  It  marked  the 

beginning of a new era of corporate raiding, in which 

Wall  Street  financiers  would  buy  up  struggling 

companies,  strip  them  of  their  assets,  and  then  sell 

them  off  for  a  profit.  Lorenzo's  actions  at  Eastern 

would  have  a  devastating  impact  on  the  airline,  its 

employees, and the Miami community.
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Chapter  1:  The  Rise  of  Corporate 

Raiders

The deregulation of the airline industry

The airline industry in the United States was heavily 

regulated  for  decades.  The  Civil  Aeronautics  Board 

(CAB)  controlled  fares,  routes,  and  schedules,  and  it 

prevented new airlines from entering the market. This 

system was designed to protect consumers from high 

prices and to ensure that all regions of the country had 

access to air service.

However,  by  the  late  1970s,  many  people  began  to 

argue  that  the  CAB  was  stifling  competition  and 

innovation in the airline industry. They pointed to the 

fact that fares were high, service was poor, and new 

airlines were unable to get off the ground.

In 1978, Congress passed the Airline Deregulation Act, 

which deregulated the airline industry.  The CAB was 

abolished, and airlines were given the freedom to set 
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their own fares, routes, and schedules. They were also 

allowed to  merge  with  other  airlines  and to  acquire 

new aircraft.

Deregulation led to a period of intense competition in 

the airline industry. New airlines entered the market, 

and existing airlines expanded their operations. Fares 

fell, and service improved. However, deregulation also 

led to a wave of bankruptcies, as many airlines were 

unable  to  compete  with  the  larger,  more  established 

carriers.

The deregulation of the airline industry had a profound 

impact on the rise of corporate raiders. In the 1980s, a 

number of corporate raiders,  such as Frank Lorenzo, 

saw the airline industry as a ripe target for takeover. 

They  believed  that  they  could  buy  airlines  at  a 

discount, cut costs, and sell them for a profit.

Lorenzo's  takeover  of  Eastern  Airlines  in  1986  is  a 

prime example of how corporate raiders profited from 

deregulation.  Lorenzo was able  to  buy Eastern for  a 
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fraction  of  its  worth,  and  he  quickly  began  to 

implement a series of cost-cutting measures. He slashed 

employee benefits,  reduced flight schedules,  and sold 

off assets.  These measures led to a decline in service 

and  a  loss  of  market  share,  but  they  also  boosted 

Eastern's profits.

Lorenzo's actions at Eastern Airlines are a cautionary 

tale  about  the  dangers  of  deregulation.  While 

deregulation has led to lower fares and more choice for 

consumers, it has also made the airline industry more 

vulnerable to corporate raiders.
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This extract presents the opening three 

sections of the first chapter.

Discover the complete 10 chapters and 

50  sections  by  purchasing  the  book, 

now available in various formats.
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Discover the complete 10 chapters and 

50  sections  by  purchasing  the  book, 
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