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Walter Varney's Airfines, 1926-1937. During the early 1930s, Walter Varney started many airlines, One of these survived to become the
Continental Airlines of today.
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Varney Air Transport
1934-1937

A Doubtful Start
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Wialter Varney o the % i i
loresaw a future for the airplane as a commercial trans.
port vehicle. He came close to becoming one of the great
legendary figures of aviation, bul he never quite setthed
down to one project lor a long encugh period o become
established, The nearest he got to attaining steady
respectability was when, early in 1926, he founded Var
ney Air Lines, This was in direct response to the provi-
siongof the Contract Air Mail Act, passed on February 2,
¥925, for the apecific purpose of transferring the task of
carrying United States air mail from the post office to
independent air carriers, who were invited to bid for
coniracts covering designated intercity routes,

Varney Air Lines won the contract to carry the air mail
between Elko, Nevada, and Pasco, Washington, and
began permanent service on June 6, 1926, after a false
start three months earlier The choice of this pair of
paints, ai first glance of negfigible traffic potential, was
typical of U&meys Hwely imagination, He discerned that

the of a northern transc Toute
through the Dakotas and Montana, to reach the Pacific
Northwest (and thence to Alaska) was still many years
away; and that the logical connection from the east to
Seatile, Portland, and Puget Sound would be by a branch
fine from the aiready-established air mail route linking
Chicago with San Francisco. In fact, Pasco was an
impartant junction for both the Northern Pacific and the
Union Pacific Railroads where they came face to face
with the Columbia River and diverged to serve Seattle
and Portland,

Adter changing the line's southern lerminus in 1927 to
the more populous Salt Lake City, and extending it
northwards to Spohane and Seattle in 1929, Varmey sold
the entire outfit to Boeing Air Transpart, the largest
division of United Air Lines, in 1930. By this time, former
flight instructor, Louis Mueller, had become Varney's
lawyer and right hand, and he was instrumental in raising
United's bid for the route, whose strategic importance
was now realized, from one to two milbon dollars.

Varney used the money to start another airline in
California, the Varney Air Service Lid,, also known as
Varney Speed Lines. He began llying from Alameda, on
San Francisco Bay, 1o Los Angeles in January 1932, on a

Avery L Black was \hm;!‘ first chiel
pilat and general

Louis Mueller, who financed Varney in
1534, was his formar check-out pilot, and

1 hour 58 minute schedule, using the fast new Lockheed
WVegas, whose trim fines and efficiency had
demonstrated a clear improvemant an the manws emd
Stear hich he had used on the air mai
Norihwest. The thon across the Bay ¢
San Francisco was made by Vamey Air Ferries, using
single-engined Sikorsky S39 amphibians for the 6
minute hop. With a flair for publicity, Varney offered
doltar 10 each passenger for every minute that the San
Francisco-Los Angeles flight was late, a tribute both to
the Lockheed design and to the reliability of the single
Pratt & Whitnay Wasp engine.

By 1933, however, he had abandoned the intra-
California service, and had ventured into the interna-
tional arena, seekingwhat appeared to be a great oppor-
tunity 1o secure a lucrative air route between California
and Mexico, He negotiated an air mail contract with the
Mexi stablshed. " Pt

indopendent airines in Mexico, and began service from
Los Angeles to Mexico City earky in 1933, This roo was to
e as shart-lived as previous Viarmey enterprises, as he
fell victim to the predatory maneovers of another large
airline corporation, Pan American Asrways. Pan Am
coveted the California Mexico route, as avital fink inits
master plan, and in February 1935 Walter Varney sud
denly found himself without a confract

Walter F. Brown
and the Air Mail Scandal

The unpromising route from Denver 1o El Paso had
previously been a minor pasm in the complex game being
played with the air mail contracts during the 1930.1933
period. The United States was like a chess-board, with
the postmaster general, Walter Folger Brown, acling as
Grand Master on one side of the board, and the airlines
complying with the Grand Master's game plan on the
other. Western Air Express had operated the Danver-El
Paso route, and when the air mail contracts were all
cancelled during the political upheaval sccompanying
Brown's ignominious departure from office in the fall of

Walter Varney, co-founder of Va
Speed Lines, leamed 1oy at the end of

and partner.

WUIH War |, and then became o vigorous
promoter of akr tramspon.




On July 15, 1934, Jess E. by El
flight to Puchlo, He carried 100 letters, bat no passenaers,

1933, this was one of the few which actually changed
hands.

The creation of Varney Speed Lines as a north-south
operator in the sparsely populated Rocky Mountain area
could thus be attributed to |'x||r|na| opportunism, or
more accurate! 1§ 1 3 ach, fa

M. L Burleson,

il. Hart then made Varney Speed Lines™ first

network which b the found: f the syst

we know today. But to do so, be did more than apply the
letter of the law. He circumvented ite infent by a succes-
ston of Toute awuvds for this is what the air mail
contracts to — whose Machisvellian com

political uupultunny Without the Air Mail Scandal of
1923.34, when President Roosevelt abruptly cancelled all
air mail contracts on February 9, 1934, and then asthor-
ized Postmasier General James Fark o call for new
bids on April 20, 1934, the Southwestern Division of
Varney Speed Lines, later to become Continental Air-
brwes, would never hine existed,

Walter F. Brown had exercised his powers as post
master general by awarding lucrative air mail contracts
to those companies which met his criteria for qualifica-
tion. In general, these latter appeared to be possessed
only by rich, powerful corporations such as United Adr
craft, the Awiation Corporation, and General Motors,
whose d aviation subsids and asso-
cistes sccounted for 91 percent of the U.S. domestic mail
in 1933, Brown manipulated the provisions of the Third
Amendment of the Air Mail Act (better known as the
McNary-Watres, or simply Watres Act), approved by
Congress on April 20, 1930, to fashion an air mall route

lexifies bed o inns as to his integrity being asked in
hlghurcws especially when il was revealed that many of
the best contracts had been distributed under question
able cireumstances after what became known as the
Spodls Conferences in Washington. The lon's share had
all gone to Brown's favorite corparations, while the “Hitle
muys” had often gone beaging

When the dust of 2 congressional inquiry had settled,

with Brown banished to obscurity, the post olfice was
ready to 9o back to o new chess game, following tre-
mendous public pressure resulting from 2 sad interlude
during which the Army had carried the madl, and several
pilots had been killed in the process. lronically, most of
the big contracts were reissued by the Democratic
admimistration to the former giants who had dominated
the indusiry during Republican days, but just a few,
consisting almost entirely of routes of low air mail traffic
potential — the crumbs from the master’s table
becarne available under a tightly scrutinized competitive
bidding process.




The First Route

And so Walter T. Vamey, who provided the name and
the know-how, and Louss H. Muefler, who provided the
finance, made their bid for Route Number 29, one of the
mlmrlhﬂumlhd ﬁnlol&!wuindwwdbythk

n 1934, Vi Iiad probablly riot realized the power of
Pnn ! '-M:x-cn?‘ i h for the
' foreign oy the and dic-
nmﬁalWaJmF &'uwnlndheunpunﬁlmnmn Every
mg]euslmlgnmmu]mlm! except those to

Canada, had been awarded to Pan Am or its associates;

o the ch T

poli
the Di mnummmm&wmm

a room of the Post Office D in Washi

April 20, 1934, In terms of kength, the S30.mile Pucblo.
El Paso route did not measure up to the extensive
awards to the Big Four — United, TWA., American,
and Eastern; nor, for that pnaltvr. to others, exceeding
Nﬂﬂllllmmlmgth Nurllmvsl DeIIa.Han
ford, ar Mnla

that distance, awarded to Branif, General [Wﬂlem]
Pacific Seaboard, or Wyoming Alr Service. True, it was
not the shortest; but most of the other short routes
inchuded at loast one large city in the contract.

In the context of Varney’s ather ambitions, however,
the diminutive route linking Colorado’s second city,
Pueblo, with the filth city of Texas, El Paso, had some
merit, with a deeper significance than might be
at first sight. For El Paso was directly across the Rio
Grande from Ciudad Juarez, the northern terminus of
the central trunk route, sometimes known as the Aztec
Tra-l leadmg dmectly to Memno City, via several & -mpoc

[of rhe Mexica Cﬂv Los Angeles route, via |h¢ Panﬁc

American had secured its position in Mexico in 1929 by
buying 1he La.ga! Mexican ml:m. C M.A. . (now Mexi-
cana), y n u:rn
tory, it g " wtical p
draw the latter’s Mexi i Additionally, Pan
American secured the central route between Ciudad
Judrez (and thereby El Paso) and Mexico City by setting
up a subsidiary, Aerovias Centrales (Central Airways);
although later, lor sbscure reasons, this was allowed to
pass to an airline formed by Gwdunﬁnnu a friend of
Varney's wha had sametimes hitched a ride 1o California
from his local operating base in Mazatlsn,

Such strategic mcul-abon was of fittle worth, how.
ever, when Va Division),
with nabaseaﬂl)elww.begannewteberwm Denver
and El Paso on July 15, 1934, Mueller had judged that,
even without the mail contract north of Pueblo, a single-
plane service from the capital was essential to
attract passenger traffic. The foct that the first segment
af the mail route south of Denwver was allocated to
nnﬂﬂur airting was a quaint survival of the old system,

Coast, Varney and Mueller perh d the idea
of some fink between the Southwestern Division of Vas-
mey Speed Lines and his big route, possibly sl first by a
link from El Paso/Jusres to Nogales.

Air Servic 1 the contract on a Cheyenne-
Pueblo route, with the momm city udDe.nm anly an
n and it took a few y {p this

awhward arrangement.

The Ettle Lockherd Vega kicks up the dust on the gravel runwoy at Sante Fe, New Mexico.
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Exhibit A. Varmey Speed Lines timetable, July 15. 1934




The first Varney air route was thus Denver-Pueblo-Las
\.ﬁ*g.\a (New Mexicol-Santa Fe-Albugquerque-El Paso,
gers, mail, and express, bul restricted to
passengers and express only between Denver and
Pueble, The aircraft ssdected for this operation was the
Lockheed Vega, capable of carrying six passengers; but
with space allocated for mail, each of the four Vamey
planes had only four seats. The aircraft were by no
means the largest available, but they were matched 1o
the meager demand. At least, 1aking some liberties with
the exact truth (TW.A had just introduced the Douglas
DC-2) riw Lockheeds were adverfised as “A

to each other alang the Elko-Pasco route, Now, on the
Pucblo El Paso route, Vamey pmmowd the air mail by

ial Christ v calculated
to wgmcm thae rail recepls,

On September 1, 1934, Varney Speed Lines moved ils
base from Denwer 1o El Paso, and effective September
20, curtailed the northern terminus of the ine 1o Pueblo,
with Wyoming Air Service providing an date con-
nection to Denver via Colorado Springs. No doubt this
move was precipitated by the shiggish passenger ra-
sponse Cl'nls.I nlm. people were carried during thee first

fram both the Wyoming Alr

Fostest.”

The Vegas were almost the last of a generation of
single-engined aircraft which could be reasonably used
as airliners during the formative years of air transport in
the LLS. But “reasonably” is an mexact term, Today's jet
passendgers would not take oo kindly to being served a
box lunch {from the cockpit) in & cardboard box, while
squoezed not too comiortably into the narrow cabin of
the Viega. Nor would tedays erews be too happy over the
idea of having 1o wear fur-fined jackets 10 keep warm or
of having to plug cracks in the cockpit with chewing gum
to keep out the drafts,

In terms of mail traffic, which in 1934 was essential for
survival because it accounted for a substantial percen-
tage of the total revenue, Vamney was reputed to be o
past master in devising ways of sugmenting the revenue.
In the former davs of Varmey Air Lines, under the terms
of the old Kelly Act, when mail payments were made
according 1o the weight carried, Vamey staff were
réporied to have been sending carefully wrapped bricks

Service nnd :he Santa Fe Railroad eliminated the need
for a third carrier At this time, a minor change appears to
have been made to the aidine fitle, "Southwestern”
becoming “Southuwest.” Also, the slogan “The Trail of
the Comguistadores,” accompanted by an atfractive
insignia reflecting the theme, was adopted. Diminutive
Varney Speed Lines may not have received a very large
crumb from the postmaster generals table; but it cer
taindy triad ta make the best out of the offering,

Varney Air Transport

Towards the end of 1934, Walter Varney spent mast af
his time organizing, promoting, and trying to preserve
Lineas Adreas Occidentales (LA.O.) which was the
name under which his California-Mexico City route was
operated, using the faster Lockheed Orions, developed
from the Vega. He was soon to terminate the service, as
has been described earlier in this chapter, but he fought

Communiations in the early davs lefi someihing io be desired, as shawn by the station interdor ol Pusbla.

6
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southern section. Through service was thus renstated
from Denwver to El Paso, Colorado Springs was added to
the systermn, while Trinddad and Las Vegas were omitted.

Transcending such events, howaver, was an important
change in both the management and the financial struc-
ture. O July 5, 1936, Robert F. Six had purchased a
minarity interest in Varney Air Transport, He paid
Mueller $90,000 for a 40 percent shareholding and also

gave him a promissory note for $20,000 as a personal
bonus. Mueller's judgment of the intrinsic worth of his
property seems to have been as acute in 1936 as it had
been in 1930, when he had pushed up United's offer for
Vamey Air Lines. Neither he nor Robert Six were to
regret the bargain that had been struck; though in his
later pears, Walter T. Varney may have had some mizgiv.
imgs as to whether or not he had backed the wrong horse

This was the new Lockheed Vega paint scheme when the company name changed 1o Varney Air Transport,
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Robert F. Six p_...l vm-u Ak Iunwl i 1936 and quickly
took comtrnl. This portrait was taken in 1

China, where he mansged to persuade the China
National Air Corporation (C.N.A.C.), a Pan American
associate company, to allow him to fly some of their
planes on test flights.

Returning to the States in 1932, and after another year
in Eurepe, Six then worked as a defivery truck driver for
the San Francisco Chronicle, a most unlikely appren-
ticeship for a future aishine president. At this time, o big
man in the physical sense — he was six feet, four inches
tall — he was still drifting, and in the lower kvels of the

social structure at that, But he still retained a semblance
of respectability, and led a kind of double life, afternately
delivering newspapers and attending smart dinners,
Curbousdy, Six was in San Francisco at the same time as
Wialter T Vaarmey, who later gave his namw to the airine
which Six purchased, but who at that time wis well
established m the business in California (see Chapter 1)

Through his society connections, he was ntroduced,
early in 1936, to Thomas F. Ryan IlI, who had just
acquired control of Hanford Airlines. Tommy Ryan
ntroduced him to influential friends, and this was o lead
o Sixs approach to Lowis Mueler, having, almost in
passing, gotten o knew Jack Frve, president of TWA.
and Robert E. Gross, a senior execulive .lnd!u‘uk’?l:r!s
ident of Lockheed Aircraft, By the time Robert Six girded
his loéns in El Paso, Texas, after a few months settling in
1o assess the potential of Varney Alr Transport, he was
already moving in the right airline circles

Varney becomes Continental

Shorthy after the deal with Wyoming Air Service which
brought Varney Air Transport to Denver, the LS
government passed a law which required all schedubed
airlines to operate (win-engined aircraft, which also had
1o be equipped with two-way air-to-ground radio, This
requirement was in Ene with the growing momentum ol
alr transport during the mid-1930s, when the United
States assumed world leadership, by a substantial mar-
gin, in the airline business. Concurrently with this ascen
dancy was its dominance in the manufacture of the finest
airbners in the world, easdy outstripping in technoloay
the best that Europe could offer. Most of the airlines
operating in the LLS, were equipped either with Douglas
DC 25, which went into service first with TW.A. in 1934,
or with the larger DC-3s, with which American Airfines
gained the edge over TWA. in 1936 United was rapidly
reequipping with the Douglas type after an mierim period
during which it had launched the worlds first modern

n




The Lockbeed 14 succeeded the Lockheed 12 in 1939, This picture, with I!nlph Carr, governor of Colorada, and O.R. “Ted” Hauerer,

Continental’s vice president af operations, shows the old “Indian Head™ insl

airliner, the Boeing 247, in 1933, but had fallen victim to a
misgquided policy in which the manufacturers, then part
of the same United Aircrali Corporation as United, had
tried to corner the market lor s own associate. The
technical race which followed accelerated the develop:
menl of stressed-skinned, retractable.geared, asrody-
namically chean metal airhniers, to the extent thal airfnes
which did not possess them were in a different, and lower,
category from the industry kaders,

Varney Air Transport, along with others such as Han.

United. The trunk airine supplied Six and Mueller with
what they needed, on indefinite laan, the only collateral
bieing an imphed agreement 1o feed each ather with
connecting traffic.

With a certain amount of flair, Varney Air Transport
introduced the Lockheed s on July 1, 1937, &mullﬂm
ously, Six changed th f the alrimrto
Air Lines, and replaced the Conquistador image with the
shogan “Fly the Od Senta Fe Trail. " Continuing a tradi
tion S0t two Years nrmus]y the newy. namnd airline

ford, Morthwest, Mational, Boston-Maine, W
and National Parks, was cleatly in the lower category,
and the airline had litthe slternative but to acquire twin-
engined aircralt and the radio to go with them, or go out
of business. Crisia point had been reached By the
summer of 1937, Varney's fleet was reduced toone Lock-
heed Vega, twn aving crashed buhwun 1935 and 1937 a1
El Paso, and two at Rattl Butte, Walsenb

b d ilsell with pard , adverlis-
ing again the fstest and most scenic route from Denver
o Los Anneles, together with similar inducements to fly
from El Paso to all places in the eastern United States.
[&f modest contribution to this impressi
service was aimost hidden in the fine print

On October 31, 1937, Six moved the headguarters of
(o ] Alr Lines to Demver, and on February 3, 1938

Colorado. Six moved with alacrity, He and Mueller
marigaged their homes as security to pul together the
necessary cash for the down paument of $5,000 on each
of thre -kheed Model 12 tuin-engined airkners. Each
of these "Baby Electras™ cost 339,500 and, with a capac-
ity for eight passengers, could fly at 213 m.p.h. Mean-
while, a second Vega was leased from Hanford Airlines to
back up the Cordinental finet of one airplane.

While nod as large as the DC-25 or DC—.’k- the Lock-
head 12 was ideal for the refatively thin traffic between
Denver and El Paso, the onby route that Varmey had, with
little prospect as wet for acquiring any others. Al leasf the
plane was agood performer, flying about 35 m.p.h. (aster
than the Douglases and Boeing 247s. As for the two way
sirdo-ground radio equipment, Six was able to borrow
this throwah his frendship with Bill Patterson, head of

e was elected president of the airline, & position which
e had held in all but name since only & few months after
poining the company in 1936, Six was only the T6th
employee, & sirong indication that Conlinental wasstilia
wary small imk in the comples: air transport web covering
the United States,
Duiring the first u»o vears o[ hls [w?.&ld?ﬂm Six st
a [ittle I imposed by
the rigid system und::r which mrllm‘i could — or to be
more apt — could not expand thelr route systems.
Unable to do amything to modily the air mall contract
which designated the precise points to be served, no
more, na less, as Route 20, Continental Air Lines was
obliged to concentrate on improvernents to the quatity of
its service offered (o a rather restricted public,
Accordingly, on February 15, 1938, & modest increpse

n



was made to the frequency offered between Denver and
Albuguerque, over which seament there was appirently
ashightly healthier demand for seats. At the same time, in
an effort to promote the idea of family travel, rather than
to perpetuate the convention that fiying in the United
States film stars, or

playboys,
Conhlv."ﬂlal offered to carry wives ﬁw of charge during
riod. The

but he was gradually won over to the idea of a separate
agency. Until the whole policy was thrashed out and
decisions made, very few changes were made (o the
basic airline route patterns. The airfines meanwhile con-
centrated on improving their fleets and gradually learn-
ing their now trade.

The new route certificates, which became known as

a:u'ulwd a new look by the promotion of a traditional
Rocky Mountain image through the adoption of an
Amarican Puehlo Indian head as an insignia.

New Regulations, New Aircraft,
New Routes
The most important seronautical event during 1938

was the passing of the Civil Moﬂaull’.s}\cl angnedby
President Roosevelt on June 23. Vi

Grandiather Rights, became effective on August 22,
1938, With very few exceptions, they preserved the sta-
Tus quio, nmurlnsody tha: Iuli pubic nnnu had been

was six months — over the mutw wpied for, and that

proper ds were being

was maned on July 11, mﬂ. and made e!fnclwc an
al ahead,

Bob Six ananged Confinental’s first public l'lml:lﬂs.
lhmughnmckolhmgmlhl.ztmanlﬂmlhwn amount-
i 2301 ion into the alrlines t ce.

% artherns thooahoff 4 iy

by Senator McCarran and Congressman Clarence Lea,
the Iill, wlu"(h was Imwnl_by their joint names, created

aviation. The airlines would now have their own special-
ized agency in Washington, able to develop procedures
and regulations which specifically app]led to ar trans.
port, rather than to
this Civil Aviation Authority (C.AA. ;mtmpmnd to
issue routec ind for the first time,
the pw office, with its financial mlluenc- through the
payments, took a secondary roke.

NI llus(olwednpwwdolﬂ\mymhun 1935 to

d out the policy to

be taken in commercial aviation, At first President
mehlamdlbemdlhaﬂmucmm
the control of

wan respansible for Confinentals
operations from 1938 until 1968,

12

ical. He wanted new roures. To operate mew routes, he
would require new aircraft. And to buy new aircraft, he
world need fresh capital. Hence the new stock offering.
The Civil Aviation Authority had made it chear that it
would scrutinize every route application very carefully,
ing that the applicant 1 be “fit, willing, and

able” to operate the route requested. This implied that
lhg necessan atrcraft must be available, together with
e and ing facilities to back

Bob Six and Continental Alr Lines must have made a
good impression on all counts, One of the few
indeed the only route not taken up with the Grandfather
Rights awards, was that from Pueblo 10 Wichita, via
Garden City, Kansas. The winning bid apparently had
failed to meet the C.AALS criteria, and Six jumped at the
opportunity to provide a service whose direction was
east-west, m!.her ﬂ\an nwﬂ\«:mlh Tme it iﬂlwd at
best,

Detrer-Kansas City would have been preferable — Iml
the rules of the game in those days gave incumbent
carriers almost an mahenable right to monopaly of near.
manapoly authority. And all the best routes were spokan
for.

Nevertheless, on July 5, 1939, after a year's litigation
{suggesting at an early stage that the bureancratic
process of chechs and balances could somefimes be
agonizingly slow), Bob Six started his new route, des-
ignated AM. 43 under the new systermn. "Twas a small
thing but his own.

Using the new funds, Continental bought two Lock-
heed 14 'Snpet -Electras,” equipped with ‘u:l seats, .md

t th e Derver-E1 P
1939, thus releasing the Lockheed 125 for the new
Pueblo-Wichita route which had been inaugurated with
the last ol the mwmam;wwﬂg

Electra had al
The year 1940 was quite evenitful, by comparison with
the relative stagnation of the previous few years, belore
1I!W5clulaaward.cmhhf14 nmw:w:ewadded
between Alb and El Paso,
mmﬂuamdm Hobbs, L
MNew Mexico, the last being the site of the famous Cav-
erns and a tourist attraction of considerable note. in
August, three 16-seat Lockhesd Lodestars were pur:




By 1539, Continantal’s public image had improved. This picture shows the Denver ficket office at 734 17th Street.

chased, and the Lockheed 125 sold. Though the Lock-
heed twin-engined airliners were not as large as their
Dougias twin-engined counterparts, they were all faster,
end though Continertal was still as yet only a small
airkne, It was already demonstrating a cerfain elan and
zest for e

Menor changes were made to the route pattern, Latein
1940, Las Vegas (N.M.) was reintroduced as a stopping
point between Santa Fe and Pueblo; and La Junta, Colo-
rado, added on the new roule 1o Wichita. Early in 1941,
Hutchinson, Kansas, was also added to the latter seg-
ment, but Trinidad and Dodge City had to await Conti-
nental service until their small grass sirstrips were im-
proved sufiiciently to accommedate the Lockheed twin-
engined types. For the financial year ended on June 30,
141, Conti | carried 17,232 . who pro-
vided $218,000 in revenue. Emphasizing the airbne’s

ndence on indirect subsidy, this was less than half of
the $491,000 earned from mail payments.

By this time, Bob Six had made some drastic man.
agement changes, realizing that some of the early Varney
stall were not growing in stature and ability in parallel
with Continental Air Lines. Soon after he had become
president of the airline in 1938, he had hired Oscar R.
Haueter (always known as Ted) from TWA. to become
his flight operations vice president. Haveter was small in
stature — rather like Louis Mueller — but was large
enough o stand up to Six, hraﬂmelatta"snxhul-icul.

Although C | Alr Lines' devel during

this period i | th vl the United

es into World War 1l was not spectacular, it was
ol p Baged on Shattol

datinns, and armed with additional finance, Six ordered
six more Lodestars. The funds came partly from a
second round of public financing, through Lehman
Brothers, in March 1941, worth $170,000; and parthy from
& larger sum of $425,000 borrowed from the Chase Man
hattan Bank, The money was used mainky 1o purchase
the Lodestar fleet, but also for other purposes such as
improving ground facilities.

Still seebing the ideal image with which to market his
alrline, which for all s mposmg tithe still served only
three western states, Bob Six thee insignia yet
again. On Aprd 27, 1941, lwaﬂopledamw modern
“Thunderbird™ design, which guickly replaced the old
Indian head on planes, [Herature, and other promational
material. This latest cheice was registered at the US.
patent office as a “Service Mark,” and was probably
among the first to be given such official recognition,

Perhaps the most important event in 1941, however,
bearing in mind Continentals desperate need 1o break
out of a geographical area which, in the foreseesble
!ulu:v. Wi mhltely o E)(pemncz a trafiic boom, was a

the Civil A Board. On June 21,
it authmm!ammmnumwﬁnbln Wichita route to
the city of Tula mmgmzed as the nannns ol capital,

ith

Jehal Kind of

FHaveter's ability to match Six's bluster was
for ltﬁtpms thnmlel‘x flying routines on an even keel

hwas, in fact, the reason why
Six valued his preser

Anumkwexaunwwu&anﬂmw hired eariyin
B4] from Branifl Airways, to become chief of mainte-
nance. He came on board in April, just before the new
Continental maintenance hangar was bailt at Dermr.
and was In time 1o supervise the orderly i
the fleet of Lodestars. Shatto used his experience to
persiade Six to standardize on this aircralt, to simplify
siores and malntenance procedures, and thus save
costs. Accordingly, steps were taken to dispase of the
Lockheed 14s.

andthe he

needed to augment the Continental Lodestars’ average

The Tulsa service did not begin until December 15, by
which time Pearl Harbor had come to symbolize more
than just another U.S, naval base. Six and Continental
mast have known that aspirations for greater expansion
would have to wait, in the face of the exigencies of war.
And it was ironical that the airline’s first stewardesses
should have started flying the line an Chrisimas Dy,
1941, with full hostess service on all routes starting on
Janlnnas MzFurI:y IJ'us time the Um(ed S!a(es was at
war, e

2% an unnecessary huxury,
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Wartime Activity
1941-1945

An Industry Mobilized for War
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by some fringes of the
North American 'lan:l mass. NLhwgh like Continental,
anly a tiny airfine by comparisan with the Uniteds and
Americans, Mortheast no doubt staked its claim for war-
time logistics hanars by its operating experience i and
proximity to vital airfields on the trans-Atlantic supply
route, including Maine and Canada_

Continental was not so blessed. It was still a local
service airling, located in the center of the country, with
little to contribute either in aircralt fleet o fhing expe-

\ hereth ded 4 it

were already familiar with the process, and possibly
more experiwnced in handling farge asircraft than the
Army itseli, were ideal to undertake the responsibiity.
At first, Continental performed its tasks in an adjacent
United Air Lines hangar at Denver; but by October 1,
1943, its own designated Denver Modification Center
was completed. Under the direction of Stan Shatto,
more than 1000 B-17s were modified there, no doubt
Justifying the outlay of $5,000,000 to erect the twin 600 x
400-foot hangars. On one occasion, lhe Continental

was only of commuter stature. Indeed, many of the air
lines in that category lodw fly more yzr\nc&s over more
routes yet do not eve lify

igned to the tack of i the installa-
tian of long range tanks i in the bumbwn whns: isson

Tichian,
Suby ly, in Fehruary 1944, the Modmcallm Cen-

in 19421945 Continental played its part honorably and
contributed mare than its fair share of experience and
assets to the war effort,

On February 16, 1942, the Army Air Forces Materiel
Command called on Continental to modify 49 B-17 Fly-
ing Fortresses at Denwver, Such modification programs
were during World War II,

ter tovk on Boeing B-29 Super-Fortress work, convert-
ng standard sircralt imto photo-reconnaissance planes,
Commendable though the wartime efforts were, how.
ever, things did not atways run smoathly, Not long after
the B-29 contract began, lsbor relations became so bad
t!’\al production rates were affected and a strike was

turers were unable to keep up with a steady stream of
il d et f

demanded by the military, To have tried to incorporate
these modifications, requests for which arrived at the
plants almost daily, into an accelerating production line,
much less install them retroactively, would at best have
been counterproductive and at worst would have pro-
dusced chaos. Thus, aircraft were completed to the origi-
nal specifications, and the many modifications were dealt
with by a series of subcontracts. The airlines, which

The interior of the I.ul:huﬂl.nd.llnc

A Crisis of Leadership

Opportunity knocked at Six’s door; although perhaps
afairer assessment would be to state that an opporfunity
occurred and Six grasped it with both hands. In Sep-
tember 1942, Six had joined the Army Air Transport
Command. Other than C. R, Smith of American Alrlines,
who had been called to the colors in April of that
year to take over Ferrying Command, Six was the only




i
In Argust 1940, the Lockheed Lodestar L

airfing presadent fo wenr uniform in World War 11 He did
sOme Flymg Ibut most of hls wk was in admmls!ramn

planning, incl I fasite for
an airfield which was to become Travis Air Force Base.
He also organized the shrewd scheduling of aircraft
being ferried o Africa via the Caribbean and the north.
east coast of South America,

Sin's health deteriorated just about the time the
Denver Modification Center was having Its labor pains,
and thanks to the intervention of Continental’s Flight
Operations VP, Tedd Haueter, General “Hap™ Arnold sent
Six-on a thirty-day leave to Denver to straighten things
out. He accomplished this successfully, having to use his
Air Force authority to overrule some of the former
arders laid down by Shatio and the acting president,
'Fm'v Dirinkuater.

s career with Ci ] lasted six years.

He Jom?d the airiine in 1988 as ns |egn| exn?ﬂ and
quickly ) dall the

thon, to the extent (hat Six began
many other vital matters. When Six joined the army, be
called upon Drinkwater to run the airline in his absence,
against the wishes of some of his old colleagues. But in
fact Drinkwater performed in his role of executive vice
president well enough that, by the time Six came march

ing home after being discharged from the Air Force on
June 11, 1944, he was confronted with a "palace revolt.”

Drin felt that his perf in running Con-
tinental during a very difficult time entitled him to a more
permanent slot at the highest level of the company
administration, and campaigned to share the running of
the airline with Six, who, according to the plan, would
have been the chairman, with Drinkwater as president,
But Bob Six saw this as a humiliating demotion for Louts
Muelter, with whom in the early deys he had saved Con
tinental from a rapid demise by their faith and their
nvestment, risking personal fortunes and property to
keep the company alive. He would have none of it. The
ranks divided, and within weeks, Drinkwater resigned to
join American Airhines as a vice president. Stan Shatto
was to join Drinkwater three years later, at Western
Air Lines.

his ach

]

Undoubtediy, Drink itled to feel the need
for recognition, having preserved and strengthened an
airine for Six to come back to, and it was unfortunate
that the old adage about two being company and three a
crowd was only foo apt in this case. The new acting
president took over in Seplember 1942, only a few
manths after Continental had bcen directed on June 1,
1942, to der half of i lest fleet of Lodestars
the use of Ferry Command. This came only a few weeks
atter the C.AB. had increased Continental's mail rate
from 38¢ to 48.5¢ per mile. This combination, although

Stan Sharto and Ted Hawoter say goodbye 1o the Lodestar an
December 5, 1945



Sorbullous tan the decis o diff P
ment agencies) seemed cynical enowgh. But Drinkwater
and his wartime staff must have felt even more frustrated
when, on December 11 of the same year, the C.A.B.
awarded Continental a route from Denver to Kansas
City, when it was already desperately short of planes to
service its existing routes.

Quite obviously, the airfine was unable to Inaugurate
service. In fact, there was a provision in the certificate
that service could not be started until the Army and the
C.AB. agreed that there were no objections on the
grounds of nabom]daimse “ﬂlhaﬂaﬂo!olﬂylhmg
Lodestars and | ancient
stopgap reinforcement to carry the mall, to operate Con.
tinental’s existing system became a dally friumph over
adversity. On October 15, 1943, Air Transport Com-
mand did release one Lodestar, after l?nmhsofmw

duty, Less than three hs later, with
of the government blissfully unaware of what the other
hand was doing, the C.AB. awarded Continental a new
route, fram Hobbs, New Mexico, to San Antonio, Texas,
an December 8

Progress at Last

“all dressed up and nowhere to go” could well have
been Continental Air Lines' slogan as it entered the New
Year in 1944, But, coincidentally with areat efforts being
made in the Modilication Center for the war effort, the
next door neighbors, the operating side of the airfine,
under Drinkwaier, began 1o make good progress. On
Maurch 1, 1944, it opened services on the Kanses City
route, via Topeka (AM. 60}, with the Lodestars, and
exactly two months later began to serve San Antonia
from Hobbs, via the growing cities of Midland/Odessa,
Big Spring, and San Angelo, including a direct single-
plane flight between Fl Paso and San Antonio, Almaost
three years had passed since the route was first recom-
mended by the C.A B, Examiner on August 21, 1941,

Al last, Continental Air Lines was beginning to tap
some markels of substance, San Antonio was at least as
important a traffic hub for southern Texas as Denver was
for the Rocky Mountain ares, while Kansas City was a
large metropolis by comparison with any other city on
the whole network. Further consolidation was to follow,
when, in the summer of 1945, the C A.B. awarded the
link route from El Paso to Tulsa, via Wichita Falls, Lub-
bock and Oklahoma City, to add el another fast-
growing city of importance to the Continental map.

Wu.h a roule system now el firmly osrnde lhz fwe

d Air Li

¥
during World War 11

year ending June 30, 1944, 51,800 passengers were car-
ried, compared with only 11,400 four vears earber Mail
carried annually hiad increased from 209,000 to 885,000
pounds during the same period. Far more significantly,
J'ul the first time in Continentals history, passenger
at $846,000, exceedid mail revenue, ot $687,000,
mumghmc A B, had had a change of heart on the
mail vate, halving it to 24.8¢ per mile, the prospects for
Continental to eam its keep, without disproportionate
on the maeﬂ were now good. The priority

at last contemplate the ac,qwull:m of larger aircralt, to
achieve equipment parity with most of the blqgﬂ'alﬂm
On July 22, 1944, the first Dogbas twi

system, duced as a wartime measure,
was dcmlmled on Octaber 15, 1945. As more DC-3
were nudcawﬂablaby Shaltos engneers for Haueter's
were d, and full

received from the Army after it had announced that 21
military C-47s would be released, to be drawn for by lot,
al the Diouglas Santa Monica plant. Shatios team con-
verted and rejuvenated the C-47s inlo DC-&nn wcoid
time, and the first one went 22,
kacﬂy five months after defivery, and plsl in fime for
Christrnas.
The Ix&mcﬂhmlvmeded lfllwshtwbcnwre
Y ‘or the financial

advantage was Ialwn of the variations permitted under
the route cerlificates (for example, a nonstop Denwer-
Kansas City fight, and one via Topeka, upened on July 1,
1945]. With el DC 35t three
times the length of the prewar netwark, the last Lock-
heed Lodestar was retired. Continental Air Lines, headed
by Robert . Six, now mase suthoritarian than ever after
his hitter experience with the “palace revalt,” prepared
to meet the challenges of the postwar era.

15
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o 1, 1543, the 55, ication Center was opened st Danver, Same of the B-17 Flying Fortresses that wene modified are
parhed bn frani.

Line-up of B-29s at Cantinental's Denver Mo

20



Al Tha end of World War I, G

dce alrfime. Pictiured are the station buildings at Hobbs, New Mexion.
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Post-War Frustration
1946-1950

Modest Route Changes

‘Wham, on March §, 146, Continental Air Lines began
DC Jnerva B e

oy i, Th €A, £ ki tumrae dovem, on A
& 11, an 40 purchase the wding Midierst Air-
ines. This b b e S sociess 5 markt e

long. w2
e Content with vy swaget (aee from the C AR 1abie
Tha et of Lanwton and v aced 10 the £
Paac- Tubua vonne o 0, Tt Socorrn, Truth or
Hot ) Loa Cruces, and
- Ratin wera adkded 1o the Derwes £ Paso roose; and
. X Eeseriod 24 & stop n the
route cases durng the decade thar folowed. Jarrerr Hansas rouse om Apel &, A3 But such
of sdStas 10 the Siates s strecture wern
[ 1 Cunnentals hardiy noticed beyond the inemediats vicety of B
‘work was Howston, a8 3 wxtenon broes Sae An- commanses temwives Indend, they temuoe s e
o, This was. o Juby 3, TS and prompsy AT PoMTES 0 & Erunl sk netoek s precar
s oferation vsectly e weeks laive A Tabs :ﬁumw.ﬁ.c;;‘:“mwm:

City warview adcled om Judy | TEY, wan & horther on 3
togeal ratanakaston routs sivuciure. Troe, Con- Foron Base — raloulater b generate the spocl traffic
1955 maerger with Poorees Alr Lires, But hia was ftet the

h

CAB had refused, n the susmer of T4, o sl
b acqusre-the operatine ceriiicae ol

Ai Lines, an smpiring docal wemice carrue. This was

prev]




The DC-3 was introduced on December 22, 1944, and was Continental's standard airliner during the early postwar years,

less than that of either Chicage or Los Angebes. By lorce
of regulated circumstance rather than by choice, it was
compelled to mark time, hoping for one of the prima
donnas perhaps to falter.

Dhring this period uf frustration, Bob Six and his cap-
able team of deds sat abw
efficiency and i dined its
procedures, and achaewd!etl\mca] parity with the larger
airfines which continued to be favored by the C.AB. in
the matter of new route awards.

From DC-3 to Convair-Liner

leme'n:a} end.ed the year 1946 with a fleet nf 1
-3, the result of

1946, Without the pressure of competition, and the need
to carry freight, it could theoretically have served its
network with the trusty DC-3s. But because of the
steady iraffic growth, and even though the route system
was stabifized, Continental was forced to upgrade its fleer.

Bob Six had to cut his coat according to the cloth, His
flexibility of choice in new equipment was more mited
than that of the giant airlines. The disparity of size in
terms of route distances and route densities between the
so-called Big Four and the smaller trunk airfines was
immense. While United and American were putting four-
engined DC-4s into service, and hastily preparing for
Blrseal [C-6s and DIC-68'%; and with TWA and Eastern
setting a fast pace with Lockheed Consteliations, Con

contest) of which one was held in reserve and was used
for trasning, For the fnancial year ending on June 30,
1946, Continental carried 167,000 passengers, eaming
$3,245,000 from that source. During the same period it
carried 486 tons of mail, earning $637,000, actually less
than in three of the wartime years. Clearly Six's airfine
was no longer simply a mail carner, carmang additional
passenger accommodation only &5 a bonus source of
revenue.

 to be content with its DC-3 fleet

h d twins., Fi o eeui wans out

of the question,

Six and his team evaluated the new Martin 2-0-2 and
the Convair 240, both 40-seat pressurized airliners of
modern design, i ing postwar technical advanc-
es such as nose-wheel gear and radar equipment. The
cheice was the Convair 240, of which five were ordered
on Augusr 17, 1946, Continental did not regret its deci-
sunlms th Mamn ran into structural problems and had

One other item in the statistics was no less si ant
Just as for air express, d
for air freight, first carried by Commemai on January 1,

the Convair-Liner was d
|nr,o szuerd uc;rnuns to the extent that many are still
It the most shaort-

This North American B-25, purchased in 1948, was used for training, research, and executive travel.



hmﬂpslmewmbecmgmdw

rentas th

world, 10 install radar equipment on every flight, For the

replacement of) the DC3all over the u’n’:ﬂ
idea of the aforementioned disparity at this fime
bqlween th?slu of lehma] and lhc big lmﬂll ah'hnu
bare facts: C:

Conuair 240s as its front-fne fleet during the Tate 19405,
later substituting them with improved versions of

nmbmclm.hulmmwmg than seven.
Dhuring the snmepennd American Airlines ordered —
in one straight shot — 75 Conwair 240s, os ifs second
fime equipment.

Technical Excellence

And so Continental set about the task of making the
best of what it had: a route network which would be
regarded by the major carriers as a collection of mere
fewder lines, with an aircraft fleet to match. But the small
airfine could not be faulted on performance, qualty of
service, or technical know-how. When the Convair 240
was introduced on December 15, 1948, almost four
months had passed since the first aircraft was delivered
on July 23, There was a good reason for this out-of-
character delay,

The previous year, Rabart Six hat once again changed
the airiine imga.adnpmg umhgan"mz Blue Skyway"

the tricyche landing gear eliminated the uphill
climb to the front seats when boarding the aircraft.
Consolidating upon this high standard of technical
efficiency, on October 15, 1950, Continental became the
first airfine o bvdﬁisualadbyﬂw an as utllizing
VOR (variable ge) direc)

The First Coach Fares

On July 15, 1949, Continental introduced 2l
i traffic bya
il e

fmtary aimved :
els of the discretionary income pyr: mmrhmm
Denver-Kansas Ciy fare was not the first coach fare to
be offered in the LS. — this honor went to another
innowative airfing, Capital — Six was among the first o

At the same time,
e was giving notice 1o the Big Four {including TWA,
which regarded Kansas City as its home field, and
United, which took the same view about Denver) that
one of the lesser lights in the ULS. airline industry could
glow just as brightly as the big ones,

While Conti | it i d by ts
peusalaheah’ii)ehspileoﬁuhmhrslalum,dw

by ensuring that Connnemn]ECU?ﬂDswemthebasl in
the busingss. The aircrew converted from DC-3s in a
rigorous training schedule which recognized the special
haaa-diglumultadmwhrhwmlwdd&ﬁndl

the repeated rejections of attempts to expand. Ambi-
tions to reach Chicago in the eastward direction, or
Californéa in the west had been thwarted by the C.A.B,
during 1947-1948. Its efforts to grow by purchasing other
udmhedeqnhﬂvbunlruma!edlvomhmal

the Convairs in December — hardly the ideal month for
crewes to pequire Enellying experdence with a new air-
craft flieet  Continental was able to claim that it was
the first airline in the United States, if not the

ni agency. Bmlhelnsh bnchrlcllpw

standares, were to serve Continental well in the years to
come when its persistence was finally rewarded and a
chance ta spread its wings occurred,
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Bob Six and I.nubhhellrdnrmlﬂdlllﬁlﬁlm

nenital raifroad, so that & journey from New Yook to Los
Angeles involved the use of at least two, and sometimes
more companies, Often the change of trains was frritat-
ing, as the different railroads did not even use the same
terminal at, far example, Chicago or St. Louis; but this
was often overcome by the device of permitting running
power by ane company over the tracks of another This
aflowed through train service, or at keast through coaches,
ower many route combinations.

The airlines thus had a precedent on which to base
possible plans for cooperation, in the knowledge also
that they served the same airports in each city. And
although there was no coordinated plan governing the
whole mdustry, a system of interchange routes evolved
between 1948 and 1955 which, in the main, proved 1o be
of great benefit to the traveling pubkc, because their
need was apparent and real. Indeed, when they were
gradually discontmued during the late 1950s and carly
1960s, mswmmmcwmmmd
fmﬂymndtbdatvdmulcmds toindivid fo

ing. A newi d, from the great
California cmuqumJ\mlu and San Francisco, via B
Paso and San Antanio, to Houston. To Amerncan, salidly
established a5 one of the three gian! franscontinental
afrlines, this was a small addition to its existing strength;
to Brandi, with its Latin American international routes
and its domestic web throughout middle America, the
increment was modest; but to Continental, hitherto litthe
meore than a local service carrier, it was like breaking out
of a straightjachet,

Long Range Routes at Last

On February 8, 1951, the CAB, handed down its
decision in the Southern Service to the West case, anda
few months later, exploratory Ibs.hu were made by the
three airlies, B.C,an
by which the interchange uwwe was briefly known.
American Airlines, which af first supplied the Douglas
DC-68 four-engined aircralt, was responsible for the
portion of the routes from California, serving San Fran
cisco, Los Angeles, and San [iego, as well as Phoenix as
an en route $top. East of Bl Paso, Continental took over
on a nonstop segment 1o San Antonio. Braniff suppled
the segment from San Antonio to Houston

Braniff, however, became disenchanted with its minor-
ity share of the threeway sgreement, and withdrew,
even surrendering its certificated rights over the San
Antonio-Houston route in favor of Continental. When
the C_A.B. approved this action on July 13, 1951, and
Continental opened service on July 26, on the El Paso-
Houston route in its own right, as well as the American
interchange, this was possibly the most important new
route during its history thus fsr Through service to Los
Angeles began on that date, and to San Francisco on

ﬂy the nﬁnhcal

ized its ity, situated as it
was allnml the southern Michwest, and thus in a stra-
tegic position to make some mutually advantageous
deals with other airlines which were seeking to il some
of the more obvious gaps in the C.A.B. route network.
Fortuitously, there was a glimmer of hope for Bab Sixk
long-standing ambition: to claim a portion of the east-
wwnl :uﬂ'»c wrmlhe US ht}whcmuiedbwh
ngth of Texas. Service
to lhal state bvu:l-.-r aulmes was good — provided the
route hub of Anerican, and Bran-
itfs base. Equalh(. from Seattle, connections to the
southern half of the LLS. were mainly via Minneapolis or
Chicago, with United and Northwest incontral. Accord-
|ldy.byamso(asmwmm.andmlhw
2 1 Air
Lines snddqrw broke out of the mnﬂm of the five

southern midwestermn states.
Inﬂ\gspmxgd 1851, Comlmnm]hecnnepmlylnn

segment of one

allhegmnl lrun!t routes ﬂ\al \Ibhu Btﬂwn never diealt
the early 1930s: t hem Trans-

continental. The city of Houston, ming 28 a

mushroao
metropalis and one of the worlds great oil centers, had
risen considerably in importance since Brown's day; vet
airline service was woefully inadequate. By linking up
with American Alrlines and Branifl, Continental was now
able to participate in an attempt to rectify this shortcom-
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M ber 2, both given the title Arrow,
Noiessﬂ\anlwelueoflhlu &\imninctrurd(anfhnes
routes. C | was by
no means :he first (TWA and Delta joined hands on June
1 194!: But only one other airfine, Delta, was involved
interc (han lemgn—
tal, and no other airli hed a
route mileage over the muleno! Its partners was as long
a6 its owm certificated
On 1, 1952, Continental reached the Missis-
uppnﬁwrat&.h)m an interchange service
wuh Mid-Continent Air Lines. But this was a hollow
ory. Only a few months previously, on October 23,
195L the CRB had rejected what appeared to be a
natural | merger bzlween the W aulmes The two muw
dd

idated. Bnlhmrhnen DC- &mCmmﬂm:mﬂﬁhaw

been i

muldhawbeendusmvm\galhﬂﬂ.md&x\mu}d
have reached the two extreme ends of the Mississipp: at
Minneapolis and New Orleans. But an August 16, 1952,
less than a year after rejecting Continental, the C.A.B,
permitted Brankll to acquire Mid. Continent, after Braniff
had filed for the merger on January 24 — one week
before the Denver-S¢. Louis interchange service began.
ﬁms Walumhdmm&xmmhmwh

I!tsaﬂmpli o expmd
The thi 15,
1953, be!man Continental uld Unlhui Air bnﬂ for



The Convair 340, the “sirerched” version of lhtmmmwﬁumhhm

service between Seattle and Portland, in the Northwest,
and Tulsa, with Continental responsible for the Denver-
Tulsa portion of the route. Once again, Six was smelling
the sea air of the Pacific, albeit through the agency of
another airline, Nevertheless, there was something to
show for It, The neat route maps which adorned all the
Continental timetables, and much of its publicity mate-
rial during this period, had to be redrawn, The area
cwmad hitherto mtr:!ed LA the: ﬁw mu:lsem mid-

west of the Mississippi, or about two-thirds of the U5,
Upgrading the Equipment
As toned above, when Ce ' first inter-

change route, with American Airlines, started to the
West Coast on July 27, 1951, the aircralt used were the
latter's Douglas DC-6B%, considered by many authori-
ties today to have been the best four piston-engined
propeler commercial airfiners ever bulll. The DC-68
may not have been the fastest — although its perfor-
mance was completely competitive; or the largest — as
later Douglas and Lockheed aiveraft carried more peo-
pie; bt it was very reliable, and regarded by many of its
users as a &mmmﬂ! . For the San Fr
Angeles-Houstan i ae, it was ideal. [ ined
that his airline should never be under obligation to a
Im'ser company, and terwnly to ensure ihat, at any
it be able to claiman
advantage, Robert Suxurdemd lwo G0-seat DC-6BR on
October 10, 1951, less than three months alter the
lsunching of the interchange service.
These were pul info service in 1953, and were retained
cncluweiy !m :M California-Houston route. Neither
k, nor the ‘hange
rnule with Mid-Continent/Braniff to St. Louis, justified
four-engined types. The Convair-Liners ware perfectly
adequate for the segments flown, few of which could
truthfully by described s more than short-haul Later,
when the Continental-United interchange hegan, Six
leasad two Douglas DC-6s (the earlier version, ancestor
af the DC-6B) fram United.

In another equipment decision, the older Convair 2405
were replaced by the improved Convair 340s, and the
fleet of these latter 44-seaters increased from five to
seven. The new Convairs were ordered on Fabruary 28,
1951, and went into service enrly in 1953,

At the other end of the equipment scale, the trusty
Doua.lal DC-3, mmru!ﬂumrefa.sc\dm‘edm

derad st sdee o all th stations on
|hal part of Confinenlal’s network where either the traffic
was inadequate to fill even the Convairs, or where the
airfields could not accept heavier planes with higher
wheel loadings, In the 1950s, some of Continental's cities
may not have boasted [irst-class aiields; but they were
served by an airline which ranked as a trunk carrier, and
the city fathers did not complain too much about the
service, To summarize, by the end of 1954, Continentals
fleet consisted of two Douglas DC-685, two DC-6s
(leased), seven Convair 340s, one Convair 240 (leased),
and nine DC-3%,

The End of Interchange

In genaral, the mterchange device served the airbnes
well for mare than & decade. Of the thirteen combination
routes granted by the C.AB. between 1948 and 1955,
only two — the last two in fact — failed to last more
than thres years; and of the remaining eleven, none was
lerminated in less than seven years. Interchange may
therefore fairly be judged as a successful experiment in
raute flexibility, and an encouraging sign that the Civil
Aeronautics Board was not wholly negative in its ap-
proach to the industry under its jursdiction. In the case
of Confinental, its interchange access to Califomia,
started in 1951 via ﬁmnﬂn. ended uu'lv on June 1,
1961, when the f
roule awaldx made the inlefchﬂnpe llm\ediale!y redun-
dant. the association with United to the
Narthwest, started in 1953, ended only on July 1, 1967,
when Braniff was granted a route to Seattie in 1966,

The more localized interchange between Continental
and Branifl, from Denver 1o St. Louis, first started in
1952, also continued until June 13, 1967, (coincidentally

within two weeks of route suspension to the Northwest)

a7
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The DC-6B st Seatthe- T on the

when Frontier Airlines was granted nonstop route
authority from its Denver hub to both Kansas City and
St. Louis. Times had certainly changed, not to mention
attitudes, in th i DC.
Frontier was alocal service airline, established in 1948 to
operale lescal sa_hnr:e o umall cnmmumms i halfillment
ola Waorld War
11 10 bring the benefits of commercial aviation to every
small city in the LS5, The locals, as they were af first
called (they later aspired to more imposing fitles) were
organized to provide such service as feeder lines to the
trunk networks, using small aircraft. Now, Frontier,
ostensibly a feeder airfine, was given a route which had

Interchange Routes, 1948

previously been denied to a trunk airline, Continental,
which had been forced 1n operate only by the nter-
change device.

By this time, however, such a decisian, which in the
19508 would have brought Robert Six hot-foat to Wash.
ington armed with lawyers, documentation, and exple-
tives, caused hardly a ripple at Continental’s headquar-

ters, now located in Los Angeles. By 1967, Continental
had at last gained considerable ground on all the three
fronts on which it wished to expand; merger negotia
tions, beneficial route awards, and front-line equipment.
These were of such lar-reaching consequence that each
ol the three justifies a separate chapter in this book.

1952, Continental's first
chance b break away framits
local service

wame with the opportunity
10 interchange services with
other sirlines. { \

Lsﬁﬂ FRANCISCO

Houston-C m.uu
Ineerchange service
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Seattle-Tulsa Interchange
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The Convair Family of Airplanes
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payments, or — even more pressing — direct subsidy
granted and paid through the agency of the C.AB., by
whom many felt they were being patronized to the paint
of humllnhon .ﬁn airline executive was unable to make
ded routes or i
ating aulhunlv if the C.A_B. could blandhy point out lhal
he was dependent upon government largesse, al the
expense of the taxpayer, to break even on the routes
he had.

Happily, both sides were able to make & reasonable
accommodation in this matier, and much credit must go
to the C.A.B, for recognizing the need to establish a new
stratum of airline service, By authorizing airlines whose
specific assigned responsibility would be to provide ser-
wice to the smaller cities, the trunk airlines could be
refieved of localized areas of financial

to Amarillo, via Abilene, in January 1939, But Braniff
Airways, which considered itself at that time to be the
anly airline with any rights in Texas, protested to the
C.A B on the grounds thai Essair was intruding upon its
sphere of influence as laid down by the “Grandfather
Rights" implied by its certificate. And as a result, Essairs
schemes were posiponed.

On Novemnber 5, 1943, however, after an appeal, the
board selected Essair to operate the service. The airline
had been able to demonstrate that it could provide a
service better adapted to local needs, with flight times
related to passenger requirements, rather than to the
intricacies of scheduling convenience. A trunk carrier, on
the other hand, lmgh: feel inclined to fulfil its legal abliga-
fion under the terms of its route certificate by inserting
the obli ies at the smaller stations only at

The C.A.B., for its part, conscious of its resy

t times, when the aircraft could be released

to the taxpayers, could iwolate those areas, cities, and
companies for whom a case for subsidy could be made.
At the same time it could relieve the trunk airlines from
ponderaus accounting procedures designed to identify
subsidy-eligible routes; and help them ta avoid accusa.
Hons af internal cross-subsidization, switching public
mondes to purposes for which they were not intended,

The First Feeder Airline

Al this change did not come easily; quite the reverse.
The first airline to try to establish feeder service was able
to do s0 only for an experimental period. Even before
Weorld War 1I, Essair, of Houston, had heen authorized
1o begin passenger and express service from (hal city

Pianees's main equipment was the trusty DC-3.

from peak hour service on the best routes.

And so a new category of airline was born, and Essair
was the first of the new breed. Under its new feeder
airline classification, established by the C.AB. on July
11, 1944, Essair began service as Essair Lines, with full
official blessing, on August 1, 1945, over its original route
from Houston to Amarillo, with four stops, using a fleet of
three 12-seat Lockheed L10 Electras. On June 17, 1946,
Essair changed its name to Pioneer Air Lines, and
quickly developed an intra-Texas network, including an
important segment from Houston to Abilene via Dallas
and Fort Worth.

[t soon introduced the ubiguitous DC-3, of which more
than 200 were eventually to see service with the local
service airlines, as the feeder airlines were renamed,
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Exhibit E. Timetables of Essair which became Pionesr which then merged with Continental

Many of the other airfines in the same category had used
smalfer types to inaugurate service, but found that the
popularity of feeder routes generally justified the use of
the Douglas twin, which showed no signs of senility. In
certain areas, however, some of the locals found that
even larger and mare modern aircraft were needed to
cope with the traffic demand, and also that frequent and
demanding travelers looked askance at the veteran
DC-3. Such an area, in keeping with its characteristic
image, was Texas, where Pioneer had already started
“commuter specials,”

Pioneer, in fact, became the first of all the local service
airlines to try lo introduce postwar-designed commercial
aircraft. In June 1952, it purchased nine 36-scat Martin
2.0-25 from Northwesi Airlines, having sold its fleer of
eleven DC-3s to the United States Air Force at a profit of
641,000, The Martin was an unpressurized, but other
wise modern twin, designed as a direct competitor 1o the
Convair 240. lts first flight had taken place on Novemnber
22, 1946, four months before Corvair, but structural
problems had been the cause of a Northwest accident in
1948. They were withdrawn from service, and returned
after strengthening and re-engining, returning as 2-0-2A%
{with TWA) in 1950.

But this was not the reason why Pioneer had 1o go
back to the DC-3. It had used the profit made on the

3z

DC-3/Martin deal to offset losses on its mail subsidies
Unfortunately, the C.A B. took the view that the action
had been highly irregular, and inconsistent with the regu
lations governing subsidy. Pioneer was unable to demon
strate conclusively that the Martins were more econom.
ical to operate than the DC-33 (a problem not uncammon
with other aircralt types even today); and reverted to
operation of the 21-seaters in March 1953

The Mini-Merger

When Continental Air Lines signed a merger agree
ment with Pioneer on December 10, 1953, the C.AB.
acted rather speedily and managed to approve it withina
year, on December 7, 1954, to be exact. During the entire
era of Civil Aeronautics Board regulation, all airline
mergers had to be approved to ensure that such moves
were, to guote the wording of the agency’s charter, “in
the public convenience and necessity." Compared with
some others {such as Eastern-Colonial, Braniff-Mid
Continent, or Delta-Northeast) however, the Continental
Pioneer amalgamation was not one calculated to have
severe repercussions on the rest of the industry,

During its ten years of active Ble, Ploneer had expanded

g Ahik B

o ik ;i I




Pronees Aleknes, 1955. The
apthy-named Ploneer gave
Continental access to

and Albuguerque,
and reinforced its Texas
network

designated by A.M.64. By 1953, it was serving Dallas/
Fort Worth, Austin, and other cities in western Texas,
in the new oil region around Midland, Odessa, and
Lubbock. It had also expanded further westward into
New Mexico as far as Albuquerque, via Clovis {an histor-
ical transcontinental airfine stop on the TWA route) and
Santa Fe.

The main effect of Continentals acquisition of the
feeder airlne, therefore, was 1o consolidate its position in
the Lone Star State. It now served every Texas city of
more than 100,000 population, together with mast of
those whase growth potentisl would put them in that size
bracket within a decade or so. With C_A.B. doubts con-
cerning Ploneer’s ability to cope with larger aircraft now
irrelevant, Continental ordered a fleet of Convair 440

Metropolitans, a further d of the |
Comvair-Liner family, so0 as 10 show Texas that it was
there to stay,

As an incidental itern in the merger, the ninth name on
the list of Pioneer officers, the vice president of traffic and
sales, was Harding Lawrence. Within a few years, he was
1o become Robert Sixs righ! hand man; and within
another few years he was ru lead Sm:. lifie| I.ung rival
airhine, Braniff. La e and
leadership was to make Braniff ane of the largest and
most profitable of all .S, afrfines by 1980, Paradoxically,
Robert Six stayed with Continental lang enough to see
his airline survive while Branifi abruptly perished two
years afterwards because of Lawrences toorapid
expansion.

The CV-440 was Convair's final development of the sucsessiul twin-engined airfiner. Continental introduced it on Agril 1, 1966,
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April 28, 1957,

transcontinental air route, While the Big Three trunk
airlines, United, American, and TWA, were the main
litigants, other airlines aspired for a piece of the Denver
cake. Andm laat Bob Six and Cc:mhnmlal Neru r.hd
not ply

they had loumta[zwyearalot IM mull.

The Denver Service Case

On November 14, 1955, the Cril Aeronautics Board
ﬁnﬂymadellsdemnon |n1he Denver Service Case. This
oy b hich hadlong
needed The “Grandfather Rights” held by the
three main transcontinental airiines had originally con-
firmed thal tha which had traditi

loped 1ain set routes

h routes (and ice

1o individual cities) as Hy-all d spheres of

influence. But as time went on, and traffic increased to

levels which had been beyond the imagination of the

architects of the original route structure, the need for

more competitive service between almosr all main city

pairs at each end of the coastto-coast route was

accepted as essential by the regulators and the regulated
alike.

The main result of the awards was that the three

geographically separated trunk routes lost their clear-cut
simplicity and semi-monopoly status. Hitherto, for ex-

, United had gained the lion's share of the traffic to
San Francisco from the entire eastern half of the U.S,
because it was the only one with a direct route. Also it
mslhamdymolthelhmemrgmmmcoqmmd
as the most important hub between the Mississippi and
the Pacific. Now, with the CA.Bs Denver decision,
TWA was given rights into Denver, and in exchange,
United was allowed access to Kansas City, American
was givena direct route from Chicago to San Francisco,
50 that one result of the Denver award was that all three
airlines were now able to offer direct or almost direct

36

“Gold Carpet” service on the Chicago-1

service from New York to both San Francisco and Los
Angeles. The new route structure came into effect on
danuary 13, 1956.

Two airlines, other than the Big Three, came out well
from the Denver decision. Western Airlines found itsell
with a direct San Francisco-Denver route, at last short.
culting a meander across the northern states, But more
surprising, Continental Air Lines was granted a route
from Chicago to Los Angeles, via Kansas City and
Denver, with nonstop authority between all city pairs,
including Chicago-Los Angeles, neither end of which
route it had ever served before. Although its right 1o
participate in this momentous route award was chal-
lenged, it was upheld by the LS. Court of Appeals on
January 17, 1957, by which time Robert Six had the bit
between his Iezﬁh and nothing short of an atom bomb
could have stopped him.

To describe the Chicago-Denver route as ‘mmm
from heaven™ for Conti would be an
ment. Until the decision, the largest point served by the
airline was Houston, which at that time ranked as the
14th most populated city of the United States. Chicago
and Los Angeles were both second only to New York,
and the metropolitan areas of each one of these two
conurbations housed more people, wath far greater
spending power, than the whole of Continental’s existing
network thus far

Robert Six lost no time in preparing his airline for the
surge in traffic which was bound to occur, following this
redetter day in his airline’s history. In a sense, the
C_AB.s award was a tribute to the respect that he had
by now acquired throughout the industry for initiative,
drive, and the ability to get things done. Although nat
spelled out in precise terms, the "able™ portion of the
phrase “fit, willing, and able," applied by the authorities in
spirit if not in word to an airline aspiring for greater
things, was interpreted as the possession of a feet of
aircraft able to do the job. Not by the wildest combination
of scheduling, marketing, or management coubd Conti-




nental’s twin-engined Convair 440s have operated the
Los Angeles-Chicago route. But quite obviously, the
C.AB. no longer ded C | as a local service

The Douglas DC-TB, almest the last of a line of great
piston-engined planes, had the honor of inaugurating

airline masquerading as a trunk.

Last of the Great Piston-Engined
Airliners

Hardly hiad the airiine world digested the impact of the
Denver Service Case when, in December 1955, in an
unprecedented burst of procurement backed by the sub-
stantial issues of new stock, Continental ordered four
118 seat Boeing 707 jet airliners, fifteen S6-seat Vickers
Viscount 810-D series four-engined turboprops, and fve
96-seal Douglas DC-7BY. The total cost of the 24 planes
was 564,000,000, To put this in perspective, the value of
the existing 1955 fleet was placed at about $11,000,000.

There was & snag, m that the turboprops could not be
delivered from England until 1958 and the jets could not
arvive before 1959, Thus the DC-7BY%, more readily avail-
able, had to be purchased as an interim measure. The
aircraft was a further development of the famaous four
engined Douglas family, its fuselage lengthened from the
DC-6B to accommodale more passengers, and its
engines changed from the 6B% Pratt & Whilney R-2800s
1o new Wright turbo-compaund R-3350s, These power-
plants gave the DC-7 series enough additional power to
affer more payload, higher speed, and longer range than
the DC-6B. It had been introduced originally by American
Airlives as a nonstop transcontinental airliner to match
TWAs Super Constellation. The DC-TH was a shahtly
improved version of the DC-7 with higher all up weight,
and Conlinental was one of only lour airlines Lo order this
wersion,

The Cluby Coach compartment of the DC-TB, shawing the lounge,

Contl I Los Angeles-Chicago service on Apnl 28,
1957, both nanstop and via Denver. The Kansas City
alternative routing was added on July 8. It was promoted
as the Gold Carpet Service, and the service also offered
the Ciub Coach, a novel experiment in which, for the
first time, an airline offered a selection of first-class amen-
ities at coach-class far?s Not for the first time, Roberl
Six and his Continental t 1 od a feature which

led as arisky | al the fime, but which
was 1o become standard practice many years laler

Turboprop Flirtation

One of the most fascinating airline merger rumors
noirdg the rounds toward the end of 1957, was that Robert.
Six of Continental was talking 1o James H. “Shm"
Carmichael of Capital Airines. The whale idea seemed
o have possibifities of such magnitude that the rumor
was widely aired and speculated upon in the aviation
press. Capital was the fifth largest airline in the United
States (or in the western world, for that matter), in ferms
of passengers carried, and sixth in terms of passenger-
miles. The outgrowth of a prewar merger of airlnes
operating between the Great Lakes and East Coast
puoints, it had the advantage of serving a densely popu-
lated area with many large cities, including the federal
capital, Now that Confinental had benefitted so hand
somely from the Denver Case, the routes of the two
airlines met at Chicago

One common denominator was the choice of the
British-bualt turboprop Viscount. This airliner had first
gone into service with British European Alrways in 1953,
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Entering the Jet Age
1958-1960
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COMTI uum.-u. BIRLINES

The British-built Vickers Viscount was the workd's first turboprop Mr‘ll\ﬂ Continental introduced it on May 1. 1955 This one carries the
in 1959,

Golden Jet colors introduced

on a big intercity route. The Douglas DC-78 had done
well between Chicago and Los Angeles, and the public
was talking about Continentals new Club Coach lares
and amenities. American Airlines, TWA, and United had
slready been served notice that the new boy on the black
WIS N novice

Giving further emphasis to its new stature, Continen
tal introduced the turboprop “Jet Power Viscount II" on

i, one of the Varney old-timers who served in
World War Il became executive vice president before retiringin
1958,
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May 28, 1958, While the DC-7B maintained the nonstop
Chicago-Los Angeles service, the Viscount, with its
shorter range, was deployed on the stopping services,
Chicago-Denver-Los Angeles and Chicago-Kansas City-
Denver-Los Angeles. It was an instant success. Aggres-
sive and effective promotion for both aircraft, with the
emotive word “jet” being thrown into the advertising field
with gey abandon, resulted in Continental garnering
almost half of the traffic on this very important group of
city pauﬁ For an airline which a mere three years pre-
died cnly as a twi el operator (its
DC- ﬁaé being used exclusively for interchange services)
this was a modern airline re-enactment of David and
Golisth
The Viscounts inauguration was accompanied by all
the promotional wizardey that Six's commercial and
advertising team could muster. As well as echaing the
Gold Carpet image started with the DC-TBY, handsome
new uniforms for all flight crews and ground personnel
had been introduced on May 1, 1958, to give Continental
Airlines a completely new look as well as a shghtly new
name,

The Boeing 707

Unquestionably successtul though the Viscounts were,
their impact was soon overshadowed by the entry into
service, on June B, 1959, of Continental’s first true jet, the
Boeing 707-120. This aircraft, hailed as the Golden Jer
and given a handsome new paint scheme to match its
tithe, townk over one of the nonstop Chicago-Los Angeles
frequencies on its inauguration day, and exactiy two
weeks later was operating the route thrice daily. By
.Auqu:l 15 it was serving Kansas City and Denver as well
asth o route, and by S ber 5, was offeringa
1aotal of six frequencies per day between California and
Chicamo.




The addition of any new airline to the st of jet opera-
tors was something of an event, but Continental’s case
was guite temdrkab]e Nul Lo labor :i\z poln[ too much .1
mere four years p
field at all because of mterchange serw:es not becanue
its own route network demanded it. Now, although still
one of the smallest of the U.S. domestic lmnk airlines, it
became the third domestic carrier, and the sixth in the
whole world, to introduce its oum epoch-making Boeing
F07s. Only American and TWA preceded it in America,
National's aircraft having been leased from Pan

rican.
Walh !he imtroduction of the \J‘is‘:wms and ‘FO'.l'a Con-

Most of the puslm«mmd aircrafl wem sold, but a few
DC-7Bs, DC-6B% — evenafew DC-3s — were retained.
Trimming the fleet to an exact match with the require
maents, two of the Viscountswere sold, but a fifth 707 was
added during 1959 for a net capatal gain of 31,201,000 on
the various transactions.

The strict tight

practices, efficient traffic handling and other disciplined
procedurss, forced upon Continental in the past to offset
deficiencies in route structure, now paid handsome divi-
dends. The same austerity, applied to the jels, reaped its
rewards. They were, in any case, inherently far more
economical to operate than the piston-engined planes,
and were now efficiently deployed on longer roules.
Continental’s high utilization — up to 13 hours per day
by 1962 — was the highest in the country by a romfon

able margin, The quality of service, with C.

best on-time performance of all the 1.5, airlines, com-
bined to pull in record revenues. The result in 1959 was
the highest operating profit in Continentals histary,
almest $4 milion. The net income, after laxes and inter-
est payments on loans, was $1.7 million, easily another
record.

Pause for Breath

Condd Fs headiong leap into the jet age 1:
owm mamentum, Bob Six and his airine were now a
force to be reckoned with, and the other airlines and the
C.AB. alike treated the once modestly-placed airline
with respect, even — because of the continued demon-
stration of high efficiency — with an attitude approach-
ing envy. With almost any new route case instituted by
the C. A B bolh thal agency and the other airlines
ed Conlii 1o be a major appli-

cant [armronles. .i\nd:hey were seldom disappointed.
Early in 1958, for example, when the board instituted
the Trans-Pacific Route Case, the Denver airline appbied
for routes to Honolulu from its three main cities,
Chicago, Los Angeles, and Kansas City, as well as fram
its base and hub at Denwer, and with San Francisco
thrown in for good measure. The same bad happened in
the spring of 1958, in the Southern Transcontinental
Case, While the Pacific Case was to drag its heels inter-
minably, and to bm:ﬂme mixed upin national politics, the

Ti

flair for praviding extra amenities, and backed by the

The Boeing T07-120 Golden Jets, complete with new look, projected Centinental into the jer age on June 8, 1959,

package of routes
received the C.AB. examiners recommendations on
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June 20, 1960- the Delta and National were ihe T
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Continental did not come out badly either, with solid
additions toits structure between California and Texas.

O July 1, 1960, the interchange service with American
Alrlines on the Houston-Los Angeles service was doubled,
thanks to the transfer of the DC.7B%, retired from
Chicago-Los Angeles and available for other work; and
San Antonio was also included, But this was a marketing
gesture, aimed to increase awareness of Continental’s
presence, and to herald the rights which were to come
from the Southern Transcontinental award. In any case,
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ol the first Golden Jet.
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w_-wli ol the three-pronged miectm of new strength —
the Denver Case, routes to Texas, and the jets — is
viidly reflected by the statistics, Progress in the three
financial vears from 1957, when service started on the
Chicagn:Los Angeles route, to 1960, when the full fleet of
Bowing 707s and Viscounts were in service, was stagger-
ing. Passenger boardings rose by 61 percent, from
E29,000 to 1,337,000, but even more remarkable was the
passenger-mile growth of 145 percent, from 363 million to
E91 million,




Mot that everything in the garden was rosy for Conti-
nental in 1960, On June 30, 1960, the flight engineers
went on strike, the first in the history of the airline.
Possibly feeling that they deserved a bigger share of the
pie now that their company was solidly in the black,
negotiations went on for more than three months, and
were finally settled on October 1.

More alarming, however, had been the fear that Bob
Six might leave Continental. Early in 1960, Howard
Hughes, the legendary owner of TWA, had stretched his
financial credit too (ar and was deeply indebied Lo the
financial nstitutions which supported his airline when it
tooentered the jet age with a $300 million investment, By
the end of the vear Hughes was forced lo surrender
control to a voting trust, after he had battled to retain
leadership. TWA had never had a strong president with a
consistent record since Ralph Damon died in 1956, and

Hughes thought he might be able 1o hang on d he could
hire a strong man. Such a man was Robert

The offer was made, a tempting one, with (hrw times
Six's previous salary, an appropriate level in a world-wide
airline which could regard Conlinenial’s recent route
gains on Chicago-Los Angeles almost as a feeder route
affair Six gave the offer 2 great deal of thought, but
turned it down, How much of his decision was base
Toyielty o aned low: of Tis own company, ot how much was
based on the wish to be a big fish in & small sea rather
than the reverse, will never be known. His subsequent
substantial salary increase as Continental chatrman was
probably no coincidence, the Hughes offer confirming
his personal market worth. In any event, Continental
Airlines continued to go from strength to strength under
Six’s guidance for two more decades.

Continental's ¢ umml:luc Jhrual W by level These Golden Jei airfine steps cost $10,000, and were the widest in the indusiry. A gold
carpat the the side of the plane.
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Route and Service Strengthening
1961-1966
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handed down on February 1, 1963, the C.A.B. relieved
Continental lrom the obligation to serve no less than 14
cithes in the area, It retained A o and
Midland/Odessa, but surrendered seven other cities in
Texas, including the capital, Austin, as well a5 six more
cities in New Mexico, also including the capital, Santa Fe
Fourteenth on the list was Pueblo, Colorada, a dzh‘u‘l

dired whether he had missed his chance by not pursuing
the idea more diligently.

Never one to cry over spilt milk, however, he then
conducted merger talks with George (Ted) Baker, head
of National Airlines, and who had just come out very well
from the Southern Transcontinental Service Case, gain-
inga rvnnacnrmnenhl route from Miami to California —

which must have injected a certain amount of
1o the occasion, For this was the city which, in 1934, had
become the northern terminus of Varney Speed Lines'
only route, and had later become the junction point of
the system when, in 1938, Continental achieved what
was then the supreme luxury of possessing two route
certificates from the C.A.B.

The C.A B, order was made final on October 11, 1963,
and all routes were transferred 1o Frontier Airlines and
Trans-Texas mru-w‘ later renamed 'Eexas Inte:n«alm]
Alrfines, by N 12. One esult was that
Continental Airfines was able to dispose of its entire
DC-3 fleet, except for one smge aircraft which was
refained to operate a single route, Denver-Colorado
Springs, a curious anachronism which prevailed for
many years.

Merger Madness

When in August 1951 Robert Six applied for routes to
the East Coast — tantamount to.a bid for transcontinen-
tal status — this was partly a reaction 1o an announce
ment that, on June 1 of that year, United Air Lines had
acquired Capital Airlines. This merger between the
second kargest and the fifth Largest airfines in the United
Shates. mtuhed in a company which mrmol: American
Airfi LS. carrier, andi
im passenger-miles, the largest in the western world
Coming as it did within three years of the abortive
Continental-Capital merger talks, Six must have won-

than Cs s Texas- California package.
It would have been an intriguing amalgamation, eliminat-
ing a few parallel routes on the transcontinental system,
but mainly joining two airfines which operated in com-
pletely separate regions of the United States. The addi-
tion of the Lwo would, as with Continental- Capital, hawe
created another large airline to match in size the likes of
American, United, TWA, or Eastern, Six’s interest may
have been enlvened by rumors that Nertheast Airlines,
which for so many years had saved Continental from the
ignominy of being the smallest trunk carrier of them all,
wias the target for a take-over bid.

Robert Six and George Baker made a joint announce.
ment on December 12, 1961 that the two airlines had
agreed to merge. Bul the news had hardly reached the

H i ' o
ment was made (hat Bud Maytag, president of Frontier
Airlines, would purchase Baker’s controlling interesl in
Mational. And that was the end of the Continental-
MNational deal, as Maylag concentrated on making a suc
cess of N'nl.lonai in its own nghl

in the airki i idered that,
it the clash of personalities in the former Continental
Capital proposal — Robert Six v. Slim Carmichael —
was potentially explosive, that of Six v. Ted Baker was
equivalent to nuclear fission. Both were known as vigor-
ous {ree spirits, Bable to risk unorthodox policies and
procedures for the betterment of their respective air-
kines. Every bit as sharp as Six, Baker however was
devious, as witnessed by his maneuvering with Six and

— - :
The Boeing 7208, & smaller version of the B-T07, was equipped with fanjet engines, and went into service on June 3, 1962,



Mayas simultaneously. Bath were well known for their
and i though Six

had the better reputation as a man of his word, whatever
his other shortcomings may have been. His big problem
was that he was used to leading, and he would have been
psychologically incapable of serving in any capacity
under ancther man, One essential element in any merger
in which Continental was involved was that Robert Six
would be the boss.

Diuring the next two years, two ulber mexger Ppropos-
als of giant de, but not
were floated. Predictably, each was w_]umi.ls!y opposed
by Six. When, in August 1962, American and Eastern,
two of the Bchaur.ashzdthe C.AB. for permission to
lln!rgellw\m«d“ 4 " was used in Conti
opposing submission, and this was probably the mildest
adjective used by Six in private. That Ihe C AB. would
ever have agreed to an
size is unlikely. As it was, the

Unbelievably, another merger of, if anything, even
gmalercon’equem,ummlheunndm 1963. Pan Amer-
ican Alrways and TWA discussed the possibility of creat-
ing an airfine which would have come close to creating a
monopoly of overseas routes, af least on the North
Atlantic, and which would have fulfiled Juan Trippe’s
ambition for domestic trunk routes, not only for their
awn sake, but 1o link Pan Am's overseas gateways. In this
case, however, the two sides did not get very far, and the
proceedings in Washington were dismissed at the twe
carriers’ request.

Good Housekeeping

Determined to maintain maximum profitability, Con-
tinental Alrlines kept a tight control both on revenues
and expenditures, at the same time secking innovative
methods and promoting new ideas in its efforts 1o

disapproval in November, and this was :ml'llmdbythe
board in the summer of 1963,

both, In the former case, the revenue side of the
economic equation, Continental began 1o acquire a rep-
utation for challenging the basic procedures and time:

A“;;hl view ol Stapleton Field, Denver, about 1960, C
1.
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The Boeing Family of Airplanes

honored traditions of fare levals and lare setting, as
prachiced snce fime immemorial,

* had shvave been in the forafront in prometing low
lares, having introduced coach class as early as Dea-
cembzf 548, anly 2 month after Capital Airlines had

2 this starting Than there had
heen Ihe comitr ereetsial Club Coach Fare of 1067, the first
time an avine had ever offered firgt-class features in
coach cles. Now. on December 1. 1961, Conti d

samse of the lerm, could, by interc hanging with Condin-
emal at Chictao, ﬂymm {o-coust for $119.40.

En August 1962, th ration-
atized lo prosnde a three-tier service, with el economy
coach, business class, and first dlass. Aler a trial period.
this was later extended by the C.AB. to Oclober 26,
63, Although the three-class Inre struchurs did nol gain
udzpnpumwdlmqlhem]y 13605, passengeT accep-

came up with econamy clags. Al e levels el at about
25 percent bekow coach class, passengers could choose
2 "no-rills™ standard of onboard service on all Golden
Jet Nlxghis, The sronomy lare behween Los Angéles and
Chicaers, for example, wes only 377,00, compared with
$102.30 coach, A disctiminating passengar, n the theifty

hanged, so thal, Mmyymshwr the
bus | fian became praclice
by many airlines on their main routes. Once again Robert
Six and his airkme had been ahead of the Dal:k.

On the cost side, Cornti pih
ita sivicl comirol aver every item and lofmdwayawsaw
unngcessary expendiyre, The already commendable




annual Golden Jer utilization figure of about 13 hours
revenue flving per day was increased even further toan
impressive level of almost 15 hours per day, This was
equivalent to spending about 40 minutes out of every
hawr in the air, and only 20 minutes on the ground, round
the clock, every day of the vear.

This unprecedented development was achieved by
i a new dure, at ﬁm cnlkd

nent changes, could be undertaken during the hours of
night. This released the maximum time for the planes to
warn their keep during the average working day, which
occupied about 16 out of the 24

Continental introduced the systermn, which was later
called "progressive maintenance,” to the whale airime
industry, which quickly recognized its worth, and —
imitation being the sincerest form of flattery —

pery F

taken aircraft out of service for llmd:ﬂury mairdenance
and overhaul, according to a rigid timetable of check
periods, varying from a few Imrs far fmqumi inspec-
tions, repl and of small items,
to several days, or even weeks, for major overhaul of
engines and airframes. This not only took aircraft out of
revenue-garning service; but required spare amrcraft to
be kept in reserve as temporary replacements,

Whale fleets of aircraft were formerly carefully inte-
grated so that individual planes fitted into a cychic pat-
tern. The larger the fleet, the less wastage of revenue
howers lost on the ground, because a spare plane could be
worked into alarge pattern far more Bmlvam‘l e:onoml

copied i,

New Planes, New Colors

Other than the consolidation of routes betwesn Cah.
fornia and Texas, Continental did not receive any further
routes from the C.A.B. during the first few years of the
19608, It campaigned strongly for authority between Los
Angeles and San Francisco, the busiest air travel corr
dor in the world; and was bitterly disappomted when, in
the Pacific Southwest Local Service Case, the nod went
to TWA, which had long felt deprived of an adequate
ﬁhare of the transcontinental traffic to the Bay Area,

heless, Ci I's traffic was so buoyant

cally than with Il fleet. Now, Ci

never enjoved the luxury of p n r of
any single tupe, went one better, and rwn'luhonl;ed the
whole system.

In cooperation with the aircraft and engine manufac-
turers, it devised a maintenance program in which the
entire cyche schedulbe of mandatory checks was broken
down into gell-contained periods, The work in each one
could be performed in a few hours, without affecting the
work in the other periods, Certain hydraulic systems and
funciions, for example, could be checked, serviced or
replaced on one day, electrics the next, controls and
imstruments the next, and so on. The mandatory main-
tenance was thus more evenly spread over the whole
operating life of the aircraft.

The basic principle was simple and sound. Almost all
the waork could be broken down into periods not exceed-
ing about eight hours, which meant that the whole pro-
gram, with cerfain exceptions involving major compo-

during the pericd, as it quickly became established as a
popular trunk airline on an equal footing with the big
trunks in every market it served, that it added to its jet
fleet, In June 1981, it ordered four of the Boeing 7208
version of the 701, with shortened fuselege, and able to
carry 108 passengers in a typical threeclass seating
tyout. The aircralt cost $27,500,000 — a figure which
would have appeared horrifying, even to Robert Six, ten
years previously — and went into service on the main
routes on June 3, was equipped with the
latest r.m jet engines, |Is.=| is, ¢ng1rws in wlmch a large
the intake air was car d the com-

husuon chambsrs, 1o rejoin and augment the main jet
thrust. This gave the engines a much betler fuel econ-
omy, which was reflected in lower aircraft operating costs.
By the time the 720B joined its sister ships, the 701-
120s, Continental Airlines had, in the spring of 1962,
adopted o new paint scheme for its entire turbine-

Cantinental's last DC-3, retained 1o operade the shutile service from Denver te Colorado Springs, was finally retired in April 1966,
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Bob Six had great hopes fora

iic alrdiner, but such desi

through emergency procedures, there was no fire, and
mhm1hﬂolthplﬂlhummmmlm:dsﬂ
alive, in ion, slthough
he died shonly afterwards. The incident was a great
shock to everyone at Continental. The FBl was never
able 1o identify the perpetrator of the outrage, although
ﬂunmamdmmmﬂmmw
ol the suspected passengers.

the predicament with not too much harm done, the
episode revealed that his judgment could sometimes be
faulted.

» e of Gl frtrsith

This s atber cxampl i nation rather han
the
be fair, he was not the only one to be mesmerized by the
gtmduw claims of the supersonic ﬂmwum who
managed to perpetrate the myth that
Wwwﬂymmm”ut T‘tumllv
ignored the probk af bringing

nce airtines,

Supersonic Digression not to mention manufacturing costs, down to  level
which were feasible; md even worse the
Less sensible, and undoubted rmtoad b .
rather than by sound technical evaluation or business goummmu and puhllc alike lhat the engineers and
. was Robert Six’s

judgment
aknoﬂ Iaanobseuhm whhwmcmmmm

hmdsnnnehhewlmklhemhm mbw
gamble, and with much higher stakes, The odds, in the
abw?c: of potential supersonic rwu. not Iornemnm
proof that

were heavily against him; and although he escaped from

S0

find a way to eliminate the
sonichouma dli | physical ph end

Tikely 1 b dered easily by Mother Nature,
Nobody listened 1o the aitine economists, who were
skeptical from the start, and were proven right after
billions of dollars had been spent on bolh sides of the
Atlantic in a pofitically-charged rivalry for the elusve
supersonic formula. The first project to be put into




serious development was the Anglo-French Concorde,
first designed as a 140-seat aircraft to fly at 1450 mph at
60,000 feet, at which height the sonic boom was clamed
to be acceptable to people on the surface of the earth, As
it turned ocut, it was not. When the Concorde eventually
went into scheduled service, flying only for the national
airlines of the two countries which built it, its route
pattern was restricted to over-waler, or over-desert fly-
ing, over which, it must be stated, its technical perfor-
mance was impeccable. But the sonic boom was ruled to
be totally unacceptable over populated areas.

But whilé the dream lasted, Robert Six was enraptured
byit. In July 1963 he made a deposit of $505,000 on three
Concordes, and Continental would have been the first
United States domestic supersonic operator, had the
aircraft overcome its operational handicaps. Only the
British Overseas Airways Corporation, Air France, and
Pan American Airways were ahead of Continental in the
provisiomal order book list. Each of these flag carriers
ordered six, while Continental ordered three —ahead of
TWA, which at least had overwater routes, and Ameri-
can Airlines, hitherto akways in the forefront when a new
airfingr made its appearance.

At the time Six placed his order, the cost of each
Concorde was estimated to be about $10 million, which
was hopelessly optimistic; and delivery was forecast for
1971 But the enormous techmical problerns led to much
higher costs, and the aircralt did not make its first flight
unitil 1969; so that Six would have been faced with intro.
ducing a much costhier and smaller (100 seats) aircraft
much later, in a period when the accent throughout
America was to bring fares down, so as to expand the air
travel market into lower income levels. Even i the sonic
boom problem had been resolved, Six could never have
operated the Concorde. He would have had to cover its
impossibly high operating costs by charging impossibly
high fares, in the region of $1,000 one way from Los
Angeles to Chicago or Houston. And this kind of super-
Tuxury class fare structure could never have been sus-
tained beyond a brief introductory period of a week or
two when some people would have flown simply for the
nowelty.

Continental had a field day, however, with supersonic
publicity. Flight times of 38 minutes from Chicago to Los
Angeles, or B2 minutes from Houston or Kansas City to
Los Angeles were confidently predicted — although no
reference was made to the fare structure. But the Con-
corde order never lized and the d
were refunded, with interest,

Six’s determination to lead the United States into the
supersonic era ked him also, in 1966, to reserve defivery
positions for the United States SST (as supersanic airlin-
ers were called), even before the contract had been
placed with a manufacturer by the Federal Aviation
Administration (FAA.) which was charged with the
responsibility of producing for the ULS. a bigger, better,
and faster SST than the Europeans. Continental’s initial
deposit was $600,000 and on January 12, 1968, a further
£1,500,000 was connibuted towards the defivery costs
Fortunately for Six, there was litile penalty atiached to
reserving L5, S5T delivery positions (the contract was
won by Boeing) as he got his money back. Other sundry
expenditures could be written off as being well spent for
promotional and image-building purposes.

In 1963,
unilarm for

of Audrey Meadows, Bob Six's wile,




Business As Usual

Thankfull ies of such dies as the fotal
arcidents and nbzrmnnns auch zs the SST are shurr
Bath Lh 1 the pulblic it serves k th
record in perapective, subconsciouw sk, f not by statistical
analysis, récogmizing that air transport is a3 safe 2a My
ather mode of fravel, and agreat deal saler then dnvinga
cor of walking Ihe strezts at night in a big city. Airline lika

case of C 'theacndznls
and Ihe hakucinations had 1a be cuneigned to memony
whie th gement oy imp

issns,
Ome of ihese was to move 1he o headquaniers.
te Los Angeles. This tock place on duly 15, 196, 8s a
Logical s1ep in Coatinenial's develppment. Demer was in
the middle of its nstmk and although somehing of a
hub, was nat o tralfic, noy
the urigin paint of many of ts Taghts. Ta transter the
adminisiration and 1w engineecing base to a main tratbc
hub, which was at the same time the tarrainus ol most of
the Irunk secvices, was simply common sense. Also, Los
Angebes was righl on the Pacific Ocean, and therefore a
good lunching pad for amy sarties in that direction which
myu be cantemplated.
g thee i 1960 t .

in d}zszmcw management. Harding Lawrance anawscu-
tive of Pioneer wha had joined Siv when that sitline was
taken over by Continental in 1955, and who had rigen
rapidly in the ranka, resigned al the and of 1964, Durmg a
period when Six was epending a greal deal of e away
tram the airline, reaping sorne keisorek iewands for haw.
inz run the airline almost single-handedly for many yaars,
Lawrence had taken contral. Continental had peospercd
under his guidance, which was no lesi dynsmic than
Sixk, and Lawvenog aspired o 1he presidenesy Buthe kit
thal Six would never make roor for him at the top and
move aver icthe
porkion ol chaimnan of e baard, an accepnad proce
dure in mangy large and suwes-sh;l LS, oorporaucms

Rather in the nature of certam pobitical parties in Gireat
Britain, where a leader emerges in some mysterious
process of human selection, a successor to Lawrence
surfaced from the wealth gf . qualified talent which had
been pespomsitle far one of the smallest LS. airlines
canducting itzell like one of the biggesr. Alexander
Damm had joined Continental from TWA, at the fime
kv Hughues wng trymg to teempt Siv to jom TWA. Dmm
had proued his abiity by managing TWAK finances and
turning in the largest peofits in that arline’s hmry Ared
b was to be o less ithe for C
il Enancial record in the 1960a. Daluneﬁemudusuc
ceeded Lawrence a6 senicr vice prasidend and general
rnanage: of Contineral Aidines.

Short Haul Jets

While debaies on supersonics were attracting head.
linea and inspiring considerable promaoticnal actmty &
Continental, the managemant had 1o aflend to morg
practical natters. Whilz the Viscounts had perfarmed
wel, and for a few years atleast had held the competilive
edge ouer piston-engined hypes, the airlioer manufactur:
ers had refined ther designing capabiity so a8 to pro-
duce twm-engined jetaircraft, abla 1o compete economi-
cally in short-haul markets, The French Caravelle, lal-
Tewed by the British BAC- One-Eleven, hadbeen the fivst
wAn jei aikhners, Then the Dovalas Aicraft Company
produced the TH0-9, and it was (o thal manufarturer at
Leng Beach, Calilornia, almosi on fla home doorstap,
1hat Continental went for its nst aircraft acquisition.

[n March 1965 it srdered iwehe DO conueible
CAMN VersiOns, uith an opfion on six move. They went
intaservice on Apedl 10, 1966, first replacing Viscounts on
ihe Dallae Lubbiock El Pase and Dallas- Albuguergue
routes, and quickly expanding 1o most of the shorier-
haul segments of the network. Oddiy enouah, the DC-95
were aever wpd in the all cargo coahiguration; and infact
Donglas sabes of the type were never substantial. Six
had been ewept alona by an mitive, cather han an

Lawrence keft to berome
Airways on Apnid 5, 1965 — il Lhat is dewsther stovy of
the sise and fal aefa dunaraic lader

On February 28, WE5, Lows H, Musller, the veleron
fnancier rom Son Franchce, who had ence parinered
Walter Varney in giving aerial joundes in 191%, resianed as
charrian al the board Six contmued without a chair.
man, releinlng lebdershin 3 presidemt. Hitherto, Cons
tinentals ardsal repor (e had seklam given credit to tha
elforts of any members of the Haif, however senior,
alihonah each tepat, & moded of its kind in every other
Wiy, cusloamanly bagan with a picture of Sic lumsel on
the tille page. But althaugh he would never have admit -
ted it, he was now bedinning b lee] the needfor adminis-
Leatmee sogapsart, The iiklusity had expanded into new
areas of camtral and manageent, each seoment of
which was cenanding full-time altention n the mndzm
world of comphex financial and

uif the patential marked for a inaght,
Contingnial again mwged the marked, bl the Dow
glas plane ided sterlng QTG service
nuarthaless.

Srmultanecushy, the last DC-3, unobtrusively shuttling
back and farth between Disweer and Calorade Sornas,
was frally rrred. By this tma sl Contrwmial hed

1 ths fleer of Vi
o Channel dirwas, & lecal UK. operatar, tun by
ancther cavalier, Jack Jones, whao tlilted acrogs the air-
e scene in Great Britgin by ambitious (though less
suceessitl) policies similar to St Bul such domestic
agunpment manguaTs did not groupy prime time in the
d ions at board level at Conti L Even vastons
al a transcontinenial route wore set to one side as, frem
hia new wantoge pomt en the shorex of the Pacic, Bob
Sm casl his eyes westward in search of the means by

hh K tarn C

compber technalogy, bath in the air and on the grownd.

operator,
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Oriental Reconnaissance
1964-1968

Military Air Charters

romttnation of Sheee mathods of pesetreton
;“c‘-u.ﬂmwh‘hmt)&lml‘

ol oo st abeweardens wervice, was hdly oo
103 LE S, dormastic arbne stancardy and vupemor by lar o
the avesige mibtary kb expectations.
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Continentad, Hmdn-ldm . Iﬂuwml-nl

- 5. Teust' tho-
srds of amibes from the continental LS. T emphasize
procedures, in Nowmber 56 the long-ausited Trams-
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Hawarl serace.
Lusch lavored the brwve. Shortly sherwards, i bo-

85 the Ead Comi and acrims the Acktic tom-
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The Bosing T0T-320C began trans-Pacilic charter service for the Military Airfilt Command on September 4, 1964,

by continued repeat orders for long-range Boaing 707s,
By the end of 1967, Continental was operating ten air-
craft, with more on order, and during that vear com-
plc!ed no less than 1,323 round trip fights across the
Pacific, apwm:hmgnnm mg..ul [unrpctd.ay This was
no small nt, reliabili
of95pur:enrms intained ‘ ishi iizati
levels were attained, peaking m.tz:l:l:iy &l almost 17
hours per day in 1966,

Some idea of the impact of the military charter business
on Continental, and one which must have had a deep
impression on everyone in the airline, can be deduced
from the cold statistica, In 1967, only the third full year af
the MAC Airlift, international (contract and charter)
revenue passenger miles flown stood at more than three
bilkon, more than 50 percent higher than the figure for
the whole domestic system. Cargo ton miles, which
peaked in 196% in the Pacific operation, at close to 100
million, were more than double the domestic total,

By the time the Vielnam War came to its end, and the
need for the trans-Pacific airfift declined, Continental
Airlines had acquired all the transoceanic Bying expe-
rience it needed. During the busy years of the airlift, it
ranked as the fourth largest United States international
airfine, with only Pan American, TWA, and Northwest
Orient ahead of it.

The impact on Continental’s finances was wholly bene-
ficial. During 1965-1968, the four busiest years. ol the
trans-Pacific ion, one third of C: s total
revenues was accounted for by “all other revenues,”
most of which stemmed from the military work. Expendi
tures, on the other hand, were low, with aircraft operat-
ing long stages at maximum efficiency, and many of the
ground services provided free or at minimum cost. In
1966, Continental’s earnings, after payment of income
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rax, totaled more than $17 million, or an unprecedented
11 percent of total operating revenues.

The MAC contract charier service was finally termi-
nated in Apri 1973, With wide bodied aircralt already
well into service by that time, all the Boeing 707-320C
mra{lwcsold.mdanimpor:am chapter in Continen
tal Airline’s history came to an end,

The Charter Fallout

One of the fortuitous results of acquiring a fleet of
long-range jets for the trans-Pacific military contracts
was that any surplus capacity could be used dsewhem

icular, this gave Ci ty -
ipate in the thriving trans-Atlantic passenger charter
market, specializing in packaged tours. These were
normally contracted by travel agencies or travel clubs
which toolk care of the ticket reservations, hotel book-
ings, and ground arrangements. All the contracted air-
line had to do was to supply the aircraft and to fiy it after
wmmmg the comrm by competitive bu:ldlng

led carrier, Cs itted to

pedorm nonscheduled flying on a limited scale,lhz max-
imum allowable under C_A_B. requlations being 2 per-
cent of the annual scheduled miles flown. By the late
1960s, the board had legitimized charter flying after a
long and weary battle by the hardy survivors of the
postwar buccaneers, the lalge Irreglla: carriers. It
formed a new category of airline, the
although airlines such as. Pan Amentan campmg'hed hl|t
terhy against the as calle
they were forced to accept the :haliznge af this new
breed of low-fare airlines.

The scheduled airlines, having previously condemned
nonscheduled flying as the “eighth deadby sin,” cynically




entered the market_ For an airline the size of Pan Ameri-
can, 2 percent of ils considerable annual mileage com-

prised a hard slice of the tr Atlantic charter
rmarket.
Had his career developed dif ly, concs

nonscheduled fiyving would have been meat and drink to
Roberl Six. He was never happier than when engaged in
2 bitter competition for routes, aircralt, or any kind of
contract, Low fares, disciplined operations, overheads
cut to the bone; all these ingredients for a successful
charter operation were subjects well understood by Six
and his stall. Asit was, Continental was able to fitin more
than 50 charter flights to Europe in 1965, to destinations
such as London, Frankfurt, Rome, Copenbagen, and
Paris, all direct from California,

Continental Air Services

The second string to Continental’s Pacific bow was a
whaolly-owned subsidiary, Continental Alr Services
(C.A.5.). This was founded on September 1, 1965, with
its uperating base at Vientiane, Laos, the small Indo-
Chinese country of litfle more than two million people,
and nm:nwﬂhng participant in rhe conflict that was raging
in Vietnam. Ci purchased the
compary from William Bird & Son, a construction con-
tractor for the Agency for International Development
(AID), which had welcomed the injection of a lille free
enterprise compaetition with Air America, thereby keep-
ng costs down,

Bird had purchased the operation rom R. L. "Dutch”
Brongersma, who had spent 25 years in the Far East, and
who, in 1956, had acquired several small aircraft to fly
supply missions into the mountainous areas of Vietnam
for the authorities in the region. Brongersma was
retained by Bird, and thereafter by C.AS.

The Swiss-buailt Filatus Porter was a versatile Bttle plane specinlly
dasigned to land an very shart, unprapared strigs, Continantal
Alr Services used them in Laos during the latter 1960s.

Conti Air Services d an di

mixture of aircraft, Thirleen or lourteen different types
were represented in the fleet, which numbered between
40 and 50 aircraft during the latter 1960s, There were five
or six each of the well-tried Curtiss C-46 and Douglas
C-47 transport planes which are always to be found in
remote places all over the world, hauling supplies into
abrstrips which few other modern aircraft of their size can
use. For the primitive strips which presented problems
even to the DC-3, C.AS. used specialized STOL (Short
Take-off and Land) types: six Dornier D-28s, three Scot
tish Awviation Pioneers, and twelve Pilatus Porters, the
Swiss built plane designed to land on the proverbial pos-
tage stamp. C.A 85 fleet of this last remarkable plane

This Laotian aivstrip was typical of those served by Continental Air Services.



was the largest in the world. Sundry small Cessnas,
Pipers, helicopters, and other planes made up the
remainder of the fleet,

Every month, during the period of emergency of the
Vietnam War, with this ragtag assortment of flving
machines, Continental Air Services flew about 4,000
hours, carrying an average of about 20,000 passengers
and 6,000 tons of assorted cargo. Operating in rugged
1e1mn. frequently under severe conditions (a mild

nt to cover lyph attacks by enemy
warplanes, and ground fire) the C.A.5. crews became
expert in mostering short take-off and landing tech
nicues, and altogether scquired a vast experience in
flying skills which would have been impossible 1o simu-
late anywhere else.

Omne disappointment was the inabiity to use three
Lockheed C-130d Hercules transports, which tumed out
to be too big for the complex patfern of supply missions
in the jungle areas, where the individual aircraft loads
were oo small to permit their efficient distribution in
large transports. Some of the supply missions were car-
ried out by the use of “kickers,” recruited mainly from

Thailand, who pushed loaded pallets out of the open
cargo doors of the C-86s and C-47s, Each pallet, destined
for a village or community cut off by surface routes from
normal supply sources, would typically be loaded with
almost half a ton of rice. Up to seven pallets could be
carried in each plane

As the Continental Air Service organization deve-
loped, its work divided itself naturally into several parts,
each quite distinct from and independent of the trans.
Pacific Continental Airlines B-707 military supply ne.
Firs?, in Laos, where C.A.S. had originally taken over the
operational base of William Bird, it was entirely under
contract to the AID programme and the Laotian govern-
ment. In this activity, it operated side by side with Air
America, the division of Civil Air Transport (C.A.T.) of
Taipei, Taiwan, and known to one and all as a branch of
the C.LA. Additionally, C_AS. provided two C-47s far
the use of the Laotian government, to carry troops and
officials from Vientiane to provincial points,

Second, C.AS. was subcontracted to Air Vietnam,
the civil airline of South Vietnam, whose resources were
unable to cope with the dual responsibility to maintain o

This koad of carqo being discharyged at Banghok was typical of th
Wor.
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The Lockherd C-130 Harcules was & good load carrier, but could not use the small sirips in the Lactian jungles.

commercial operation and at the same time

Conti 1 Ak 5 iy L, L

work for the Vietnamese government. C.AS. signed an
extensive contract with the vast American RMK-BRJ
construction consortium, carrying supphies 1o assist in
building docks, airports, roads, and other badly-needed
facilities in the war-stricken country,

In April 1968, C.A.S. became involved in a third coun-
try, Thailand, In cooperation with a group of Thai busi-
nessmen, it formed Bira Air Transport, Ltd., to perform
air taxi work and other :unmr:lﬂln'm:n in Thai-
land. Finally, in October 1970, it crganized Air Alliance,
Inc. as a subsidiary company to provide alreralt, crew,
and maintenance lnl(hmm Ncls i(.ambodnﬁ:)wln:h
had bee blished b fians in Phnom Penh to
carry out air transport t work, It made its first flight on
October 21 from the capital to Battambang, and, for the
short period before that unfortunate country was en-
gulled in a dreadiul holocaust, was the only airfine in
Cambodia.

at limes ded falized and very talented
aviation people. o\sll\e \-'SelnamWar drew to its close
and demands for support services changed, so did
CAS. In the early Seventies, for example, C.A.5.
planes, nominally under the ownership of Air Alllance,
cooperated with a Thai company to provide a service
between Singapore and southern Thaiand in support of
drilling operatians by two large LS, oll companies.
Cnnllmmh] Air Sﬂmm Inr was fmally wound up
nD ber 19, 1975, as
lhe Communist forces took owr the entire region of
southeast Asia, including Vietnam, Cambodia, and Lacs.
And of course the Military Airdift Command trans-Pacific
contracts also came to an end.

Apprenticeship Complete

Meanwhile, however, all these activities — and there
were more to come — in the Pacific region served
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Robert Six and Contmental Airlines well in the campaign
to obtain permanent certification for scheduled service
to the Orient and to A lia. Through the comt
of long-distance, transoceanic experience in fanjet air
craft gained from the MAC contracts, and the conduct of
affairs in the oriental environment gained from its Con
tinental Air Services activity, the parent company was
fully equipped to challenge all rivals in a legal presen
tation (o the Civil Aeronautics Board, In addition to the
experience, it possessed a fine fleet of Boeing 707 sircrafi,
ideal for the mission, and was fortuitously in good finan
cial health, partly because of iis lucrative contracts over
the Pacific.

Late in November 1966, 1B airlines filed exhibils with
the C.A.B. in suppost of applications for routes in the

,:"Dn L W TR

reopened Transpacific Route Investigation. The Trans
pacific case was probably the largest ever heard before
the bozrd. Continental had every reason to believe that
s case was among the strongest that would come before
that agency, But to strengthen ils position, and to ensure
that its image was no longer simply confined to that of 2
U.5. domestic carrier with restricted horizons, Conti
nentzl then proceeded Lo intenisifly its campaign. Already
holding two trump cards, the MAC trans-Pacific con.
tract and Continental Air Services, it proceeded to play a
third, It formed Air Micronesia, a local service airline
serving the islands of the central Pacific, with a route
network extending over a distance greater than the
width of the contiguous United Stares.

Scene at Vietiane, Laos, during the lats 1960s, 5 supplies are unbosded from a Continental plane,
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Air Micronesia

A Unigue Problem of Local Service States Navy _ il
tavidiog
i o B Thin wan
- ‘Deen under the contol of many
ilerenst fueign powern 2tk Cor- e bt 3,0 s e g b st gt heam e
wating of the Marisna, Carokna, and Marshal iwand Fows ok 10 Lo Angsbes. Nevarthebess, anly in 1960,
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- b i s O
reusghly that covered by the Urited Statm, withou carvurs wan Transocean Axfines. one of
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from ahoswt S0.000 m 100,000, ll of whom could be wncle brew
sccommodated in t ose Bowl! s
Omiginally part o the Spanisk empire sbter their de-
covery by Magelan in the b century. they were pur he e
£ hevdech iekine service But did ol have the techreal
W uam, in the Marianas, howeves, was seneced by 1 ronnurces i anderiaie the b slone.
10 115, Wit the dieteas ol the Certrai Poseres.in Workl Late i 1950, bids 10 cperate an air service i the Trst
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fied to carry len passengers, plus cargo. The aircraft
wara supplied by 1he Mavy, whila maintenance, apares,
fuel, crews, and administration were supplied by Trans-
acean. Regular fahts were made from Guam 1o the main
inlands, Truk, Fonape, Majune, Sapan, Yap, and Koroe
The senvoe wag entirely bor the benefit of the idanders
and administrators, 2 the Trugt Termitary was nol et
apen 1o touress, for whom, in amy cate, therz m
) fagilities. Tt

for ning years, untl i went bank rupt on July 11, 1960, 2nd
Pam Amencan Airesps was asked B takg owver the
responalbilky.

The world s most axperlenced airling sloested for 1he
service ane aciend Dovglas DN-4, Io aperale o the fer
wlandt wrhich boasied pnmi.we nu't!npa, ekt wemeeT
#ble Shle A ibians ta serve
Ponape. During the sevan years under Pan A, the
Trnmt Terrtory Air Sarvice war never completely saria-
factocy. Breakdoums ware commonplace, as the supphy
ard maintenance o adegual.e spares haldings were

and p hle kegistica prok-
Jam. Carmort standards were pook and the islanders
iy have telt that Pan Am's ranuas seats implied that
they were gecond-class citizens. Na hot meals were
servad, and cold box lanches for 2 five-hour DC 4 flight
led ta [requent acharas comment .

Az 2 conseguence, in the lale B60s, the Departmaent of
the Inlerior inviled proposals for impraved service, and
received bids trom Pan American, theincumbent; Noh-
wesl Ocient Airlines, Ihe second DS, trans Pactic sche-
duked aidine; Mawaiian Airlines, based a mere 2 300 rriles
awray from the easternmost idand of Micronesia; and a
newly-furmed sirline, wun\uted by Ccnnnemd whow
Pacific -
itwry charter work and 2 nonscheduled operation n
eawheast Aga,

Air Micronesia is Born

Ity making his bad for 2 petmanent Pacllic foothold to
su:nmd 3 temporary ena, Rol:ur! Sx could ant haue
orch 1T had B
a ieam of :ampaﬂgn ncticinns, 'n'm key Io 1ha stratew
weas the { the Uinited b
Avsocmtion (UMDA), inwhich Cnnn»mh] Airlines held
a A2 percent intarast, with the hﬂance helcl kxa]]y |3
objeclaswene 1o harther Lhe act
ol the Micromesian idands, mehuding the creation of a
toorist indusiry a5 a souree of weakh, UMDA was the
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holding initially 49 percent of the shares, with Continen-
tal Airlines holding 31 percent and Aloha Airlines, of
Hawail, 20 percent.

The terms allowed for the progressive purchase of
additional shares by UMDA, at 2 percent per year, uptoa
maximum of 60 percent. With Continental’s own share-
halding, together with its approximately ane-third share
of UMDA, the whole operation was transparently a Con-
tinental affaic

In its petition for i
made three pledges. First lfwnuh:lﬂwet nncmﬁ speﬂﬁ
cally Boeing 727-100s, juslassoonzsawﬁgldsm be
prepared to accept them. Even though turboprop Lock-
heed Electras (which presumably would have been used
by Northwest, if successful in :ts bid) were belm :han
Pan Ams DC-4, Air Mi
could not be faulted from a technical slandpnmt.
Hewaitan did not own aarcmh \mth su[ﬁcl.en! Tange,

Second, Ci to train
to bacome an integral and significant part of Air Micro-
miesia's work force.

Third, it pledged itself to create a tourism industry in
Micronesia, 1o help revitalize its stagnant economy, by
building six modern resort hatels, one in each of the
Trust Temlory‘s six political divisions,

Such & i made Alr Mi iaks case
almost unassailable by is rivals. On January 17, 1968, it
signed a fiveyear coniwu with L'he government of the
Trust Territary, and 1 legal status.
Nevertheless, kniowing that only one battle had been
won and that the war was still ahead, Air Micronesia lost
no time in taking every possible slep Lo consolidate s
precarious foothold in the Pacific.

Dominic P. Renda, senior vice president, legal, &
corporate secretary of Western Airlines, was hired as
president of the embryo airline, based at Saipan. His first
task was to launch a crash program of airfield improve-
ment and construction so that the promise of jet service
in the immediate future would not be seen as an idle
boast or a confidence trick. Interim senace was quickly
provided {o those islands with airfields by one of Contin-
ental’s Douglas DC-6B% which was now supelﬂuuu: 1o

Dominic Reada, previoushy with Western Aldines, was Alr
Micranesia’s first president,

Kwajalein as the first port of call. Although this led to
higher costs, because of the circultous route with no
extra revenue, the main objective of preserving Micro-
nesia as an integral part of the aerial highways of the
North Pacific was preserved,

On December 4, 1969, a branch line was opened from
Majuro to the tiny island replublic of Naurw, formerly a
British colony, but now independent and comfortably
wealthy because of its enormous deposits of guano, the
I:amc ingredient for a thriving phosphate industry. But

the interchange operation with United.
nick-named Granny Goose, it replaced the unpressur-
izad DC-4 over the old Pan Am network. The amphibian
route from Truk to Ponape was continued with the
Grumman Albatrosses, keased from Pan Ametican.

Air Micronesia'’s big day was May 16, 1968, when the
Bosing 727-100 Ju Ju keft Saipan and flew to Honotulu, a
distance of 4,300 mikes, with seven stops. A jet connec-
tion was also made !lom SBaipan to Okinawsa, still at that
time under LS. admi tion, but the b b line from
Guam o Yap and Koror was contineed with the DC-6B;
and the connection from Truk to Ponape was still main-
tained by the veteran Albatrass,

Little change was made to this basic networl. John-
ston Island was added as an intermediate stop between
Hosolulu and Majuro, for traffic authorized by the military
cumn\nnd onJune I8, 1969, Bu! this was short-fived, as

fa 1971, the { chemical warfare
nerve-gas — supplies, removed from other parts of the
western Pacific, led Air Micronesia to suspend service to
that island, The Micronesia-Hawaii connection was pre-
served by routing the planes via Midway Island, with

ded affer litlle more thana at
rhe same time as the suspension at Johnston lsland,
Oddly, this little Air Mlcmmnalmderhmwﬁs Conlmen
tal’s first 3 4 d air route,
Though not sustained, perceptive observers may have
perceived it as analogous to the biblical cloud nobigger
than a man'’s hand,

Air Micronesia fulfilled all the promises made in its
three-cornered program of development. On February
9, 1970, it began Boeing 727 jet service to Ponape, when
the new 7,000-foot runway was opened. The two leased
SA-16 Albatrosses were consequently retired, and the
first pledge was thus honored to the full. Since the
summer of 1968, the second pledage had been faithhully
kept, when the first six Micronesians began a mechanics”
training course. To employ local personmel o work for
the airiine was obwvicushy a popular development. Radio
wnummk‘.atium were improved instaﬂed would per-

and local { trained in their ion. T t
the third pledge, the Department of the Interior eased
the entry regulations for the Trust Territory, so as to
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Air Micronesia's first Boeing T27- 160 Ju-Ju awaits passenger boarding at Truk

permit tourists, and the first new Continental Hotel was
opened in June 1970, at Guam, to be followed by others
at regular intervals.

Permanency in the Pacific

Gaining permanent recognition for the Micronesian
service was a long struggle. The C.A B. examiner had
recommended Air Micronesia, but in July 1970, the
board recommended that Pan American should operate
it. At first, the White House referred the matter back to
the C.AB., but Trust Territory officials stronaly sup-
parted Air Micronesia, even threatening lo impound Pan
Am planes if they landed. Eventually, on August 11, 1971,
the Civil Aeronautics Board granted permanent authority
to Continental/Air Micronesia for routes in the ULS
Trust Territory, Additionally, a new segment was added,
though never flown, linking Okinawa with LS. Samoa,
via the Gilbert and Elice Islands, thus expanding the line
by another couple of thousand miles or so. The only
reservation was that the Okinawa certificate’s duration
was hmited to five years alter May 15, 1972, inanticipation
of the eventual transfer of that island back to Japanese
soveresanty,
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Bob Six and Continental knew that they would still
have to fight every inch of the way to obtain final White
House approval for this vital route. The president always
had to approve any C.A.B. foreign route award, ostensi-
bly for secarity and defense reasons. But the privilege
was often abused for political party reasons, and from
reaction to powerful lobhying groups; and so it was with
President Nixon. Twice he sent the opinion back to the
board, clearly favoring Pan American Airways, and twice
the C.A B, provided additional logic for its choice. The
president was on dangerous ground. He ran the risk of
undermining the integrity of an agency whose implied
judicial rulings as well as its statutory regulatory func-
tions were supposed to be politically impartial. He also
risked alienating Micronesian officials, whe could not fail
to be completely satished with the
prehensive way in which Continental Airlines had kept all
ils promises.

The president eventually conceded the point, and on
October 5, 1971 approved Lhe permanent certificate for
Air Micronesia, At last Continental had a permanent
foothold in the Pacific Ocean

For the next five years it consolidated its position, nat




by any new spectacular events, but by steady, refable
service, matched to the islanders’ needs, and fo the
growing demand for tourism which it had dseli stimu-
lated. On December 15, 1972, a second Boeing 727100
was added to the Air Micronesia fleet, permitting fet
service to Yap and Palau, and allowing the old DC-68 to
be honorably retired. A new teletype system was intro-
duced, linking all six Trust Territory districts, and no
doubt providing communication also for matters other
than directly airline related ones. On March 15, 1974, the
Saipan Continental Hotel was opened, the largest of the
hotel :h-um. and calculated tv attract a new wave of

1, whose links with

very slmng. r|ul only {u:m its prewar L.ezguen{ Ndllun:
1 tenure, but alsao b af 1 ties 2

a legacy of World War 1
There was a political change. In 1976, the Northern
Marianas, i.e. Saipan and the neighboring islands, voted
to separate from the Trust Territory, and to become a
Commonwealth of the United States. The new govern-
ment was elected in January 1978, Also, on January 1,
1977, Kusaie Islalnd, at the extreme eastern end of the
Carofines, was designated as a new district of the Trust
Territory, But these events did not affect Air Micronesia,

Expanding the Beachhead

The service to Nauru marking Continental’s first cau-
tious scheduled service footing on foreign soil, had been

Air Micronesia's 727 loads up at Guam (rom one of the aifine's firmeys,

a modest and temparary episode. But Air Micronesiaks
impartance wis out of propartion to the size of its mod-
est two-aircraft fleet. And so history was to repeat itself,
when in the mid-1970s, Air Micronesia gained access, not
1o a tiny wsland u:puhlm: bast to J'!Fﬂl’! one of the worlds
great powers, and an ir travel of
the first magnitude.

Like all previous steps forward in its route expansion,
Continental’s route to Tokyo did not come easily. Th
idea had first surfaced in April 1972, when the Civil Aero
nautics Board instituted a proceeding to consider United
States flag service between Saipan and points in Japan.
The bilateral agreement between the two countries had
already been in effect since 1969, authorizing each coun.
try to select a carrier to operate the service.

The case dragaed on through oral arguments during
1973, but before a decision was made, it was reopened in
1974 for a second hearing, and further submissions were
heard b-.-rore the board in 1975. The C.AB. semt a

dation to the ident in August
of that WJ" ln award the routes to Contmental/Air
Micronesia, with the restriction that it could not operate
singhe-plane service between Guam and Tokyo, This was
returned, with presidential doubts as to whether the
route could be financially viable, but the board held its
ground, albeit with much procrastination, and returned
the recommendation to the president on May 10, 1976,
Eventually, President Ford gave his full approval for the
route, bul with the Guam restriction refained, and the




award became effective on August 28, 1976,

Shortly afterwards, on July 17 of that year, Saipan
International Airport was opened, providing the neces-
sa:y :tandards !or Ihe largesl wide-body aircraft, and
potential lourist
traffic. Almost as |l to protect Air Micronesia from finan-
cial embarrassment (as the little airkne lost money during
ita early years, and had to strugale 1o break even at the
best of times), Continental sold a Boeing 727-100 to its
associate on March 1, 1977, and simultaneously lessed it
back for twelve years. This assured “Air Mike," as Air
Micronesia was now called by its many friends, of per-
marsent income from a source that would not be affected
by fluctuating economic or traffic trends in the western
Pacific.

After further negotiations with the Japanese govern.
ment, service was inaugurated between Saipan and
Tokyo on October 1, 1977, Thus by its visionary promo-
tion of Air Micronesia, in a gamble which had its roots in
endless sub to an apath: Cial A

Board, and the experience of transoceanic charter service
during a military emergency, Continental Airlines finally
became an international airline. Patience and persever
ance eventually received their just reward,

By this time, as will be described in the next chapter,
Continental had already extended domestic service as
far as Hawaii, so thal theoretically Bob Six had also
achieved his ambition of becoming a trans-Pacific opera-
tor A passenger could leave California, change from
Contirental to Air Micronesia at Honolulu, and reach
Japan via the island chain, with Saipan as the last stop.

Though this was a somewhat ponderous operation,
the die was cast. Continental could just as well have been
renamed Intercontinental. From this time on, there was
no turning back, no loss of momentum, and the airline,

imulated by the 15 for widel ded service
throwshout the Pacific region, took on a new lease of
wigorous fife, By the end of 1983, Air Micronesia's flest
had incresed to four Boeing 727, and was operating to
Marila and Nagova as well as 1o Tokyo,

Cimralesreres. In siiiben. Coarlimredsl il slasty
[ i
[P

Exhibit G. Continentals R&H leafler, aimed at Vietnam War servicomen and their inmilies.
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Trans-Pacific Conquest
1967-1978
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tions, and ultimately bed to legislation which browght
about the downfall of the C.ALE, itsell.

A bl.n—.ll\..m
hence the :hoocu oi the three-engined 727, in its
“stretched” version, to take care of the ex traffic
demand. Having disposed of its piston-engined fleet, and
earber versions of its jet aircraft, and never at a loss 1o
find a reason for publicity, Continental was able to clsim,
in 1967, that it was the only — and therefore the first —
an-lamm‘uhsamlh United States.

Boein: to the mhween During 1968, several events combined to
g 27 N mmhrcdnhmhnﬂwammndnﬂc}w\gﬁtuh
One of Conti ' W 4 with system, b lusion of Austinin th
ten the C.AB. fed C: il of routes across Texas, and direct service to Colorado

the northwestern states in April 1967, Ilmmpurlanl
not only because it added nzwwmlnrylonnmulozlmg
area, but because — as on previous occasions — it
served to create the demand for and the selection of
another aircralft type. Continental service began on June
13 from New Orleans to Portland and Seattle, via Hous-
ton, Tulsa, and Wichita, and the now redundant inter-
change service with Branilf was suspended on the same
day, That with United also ended on July 1.

At first, Continental leased a Boeing 727-100 from the
manufacturer, and operated it until it took delivery of its.
own 727-224s in May 1968, The stage distances involved
in the various combinations of segments flown over the

lhmgh this turned out ta be ummemk nmldgmem:;
did not
pl!dk:led Mare fuﬂy n’tized mslhenu# SCNICm
1968, as
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The Boeing 747 was used by Continental during the early 1970s. before the DC-10 became siandard equipment,

Continental jomed in the quiet revolution which was
going on behind the counters and the agents’ ticketing
desks,

A Cat and Mouse Game for the Pacific

The inauguration of jet service in Micronesia in May
1968, relsted in the previous chapter, was a major eveni
for the year Bul transcending all else, coming as an

3-tiried Christrai ton December 19,
1968, was the presidents decision in the TransPacilic
Route Case. The C.A.B. had recommended Eastern Air
Limes for the route to Australia and this seemed an odd
choice as the airline was identified with the eastern
states. But in fact this was an important facet of the
reasoning behind the selection. Nevertheless, Lyndon
Johnson nuermmed :be deasmmr\ EavmofConunemaI
Mot only that, th as posi-
tively lavish. The slands of Fjl and Samon were predict-
ably included as en route points to Australia and New
Zealand; but full provision was made also for connecting
routes through the LS, Trust Ternitory (Micronesia) to
Guam and Okinawa. This was treasure indeed, and
seemned too good to be true. And il was.

Before disaster struck, however, there was more good
news, in the shape of a New Years gift, on January 4,
1969 The Hawail Route Award gave Continental access
to Honolulu from Chicage, Kansas City, Phoenix, and
Los Angeles/Ontario/Long Beach, to be effective from
February 13, and to embrace full connections between
Hawail and both Micronesia and LS, Samoa, Cantinen-
tal's cup seemed o have runneth over. Ard it had,

On January 24, 1969, in one of his first acts on assum-
ing office after his victoryin the election, President Nixon

deferred the international phase of the Pacific and Hawail
awards, and even postponed the Hawaii routes until
April 14, The president made his position quite clear on
February 11, by diecting the C.A.B. lo vacate all certif
catesp awarded, \ 1o his work, on April
11 Nixon disallowed a secand new South Pacific carrier
(the first being American) on the grounds that the
second one should bypass California. Why this should
have disqualified Continental is nat quite clear, as Robert
Six would have been perfectly prepared, even eager, to
hypass California if that was alt that was needed 1o gain
access to the Pacific. Other decisions affecting Continen-
tal were the further deferment of the Samoa-Okinawa
route, pending the Pacific Islands Local Service Investi-
gation, and the disapproval of the use of satellire airfields,
for example Long Beach and Ontaria,

How much of all this was the result of impartial eco-
nomic analysis, and how much the result of partisan
palitics (Mixan was Republican, Six was Demaocrat), not
onlyin the choice of airline, but also in choice of alternate
airports in the it blican gholds of
southern California, will never be known, Politics apart,
the use of satellite fields such as Ontario would have
been a daring experiment in diluting traffic from the
congested Los Angeles gatewsy, and one which had been
Eu]lv]unniin:d by the new route combinations which had

beer
PS5 & and Air California.
Hawaii Service at Last
After all the bickering, however, Continental Airfines

finally reached Hawaii, on a permanent basis and with
generous route authority, In the C.A B.% definitive award
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Fxhibit H. A leaflet used 1o market Continental's Hawaii trips.

on July 22, 1969, Conti I retained all the points isted
in the orginal recommendation to the president on Jan
uary 4, and receivied additional autherity to serve Hono-
lulu from Seattle and Portland because it was prepared
to offer coach fares and its competitors were not so
Thexitie

The first Continental Mainland-Hawail service started
on September 9, 1969, It originated in Chicago and was
routed via Los Angeles, using a Boeing 707-320. On
October 1, further service was added from Denver,
Sealtle, Portland, and Houston, and on November 1, a
nonstop Chicago-Honolulu schedule consolidated the
Hawsiian route structure

&8

Quite these routes o a major
breakthrough for C.on!menlai not only because of its
access to a vacation market with enormous growth
porenra! hu: bccause Eas has been discussed in the
avital link in the
::I\am of routes whlc:h was eventually to culminate in a
trans-Pacific service. And as if to emphasize |ls confi-
dence, Conti foll hed custom
and mrked the acquisition of an important new market
with the deployment of yet anothar new aircraft type.
Wide Bodied Aircraft

Fortunately for Robert Six, his infatuation with super-
sonic airliners had not deflected his attention from the
course of airliner Never accus-
tomed to selling himself short, he guickly joined the
ranks of customers for the new product from the formid-
able Boeing production line. Boeing and Pan American
Alrways had astonished the world — almost in a repeat
performance of the former Pan Am 707/DC-8 order —
by announcing the purchase, on April 13, 1966, of 25
Boeing 747s. Each of these huge airliners could carry
between 360 and 450 passengers (even more in strict
economy class) and was 80 percent farger than the big-
gest commercial jet then in service, the DC-8-63. Pan
American, as was its cusiom, was the first to enter ser-
wvice with the new giant, on January 22, 1970, but Conti
rental was not far behind

On June 26, 1970, the big new Proud Bird with the
Golden Tail made its appearance an the Chicago-Los
Angeles-Honoluly route. At first equipped with 355
seats, th later reduced to 290, which for an aircralt
the size of the 747 was truly luxurious. Logically, the
service combined Continentals fwo best routes, the
Chicago-Los Angeles domestic connection, linking the
U.5.% second and third largest cities; and Los Angeles-
Honohstu, the busiest link 1o Hawai, By 1972, Continental
had become the second largest passenger carrier in the
latter market, such was its competitive impact against
Pan American, United, American, Western, and others.

The decor in the Continental Bowing 747s was possibly
the most attractive of any of the world’s leading afrlines
which rushed to operate "Jumbo-Jets”, as they were
quichy called by the popular media. (Boeing is reputed to
disapprove of this term, but no doubt prefers it to the
“Big Ughy" nomenclature adopted by a certain aircraft
manufacturer south of Seattle.) The different classes of
service were allocated cabins with color combinations
reminiscent of the Pacific-related locales served — plus
luxurious amenities: Diamond Head Lounge in first
class, Polynesian Pub in coach, and Ponape Lounge in
economy. By the spring of 1972, four Boeing 7d47s were in
service, promoted with all the flair for which Continental
had become known. Much of the credit for a cabin decor
which was the envy of every other U.S, airline must go to
Audrey Meadows, the former actress who had become
Robert Six’s third wife.

One advantage of operating the large aircraft was the
consderable volume of freight capacity made avadable,
and this was particularly timely, as during 1971 and 1972a
longshoremans' strike on the West Coast forced many
shippers to and from the Hawailan islands to make use of
air fredght. And of course, Continental was only too
happy to oblige with s 747,




Asif to trump its own ace, Continental ordeved more
wide-bodied aircraft almost as soon as the first one went
into service. In July 1970, still basking in the aura of the
7AT's inauguration, it ordered eight McDonnell- Douglas
DC- 10s. This was the Long Beach manufacturer’s entry
into the wide-bodied category of airfiner, which differed
from the Boeing 747 by having only three engines instead
of four. C dingly, it had about three-q s of
the Boeing’s capacity, and, in its earlier version, about
three-guarters of the range. Later versions increased the
range almost to equal the 747%, but the basic aircraft size
and capacily did not change. Continental’s first eight
DC-10s were the type designed lor transcontinental, but
not {rans-Atlantic routes. The second eight were the

MCF version, with provision for convertibility to freight
haulage.

The DC-10 went into service for Continental on June
1, 1972, The first route was Los Angeles-Denver-Chicago,
but the versatility of this aircraft, able to carry 345 pas
sengersin an all-economy configuration, was such that it
was quickly deployed on most of the longer routes of the
Continental system, including those to Honolulu, The
distance from California to Hawaii was about 2,500 miles,
or roughly the same as the transcontinental fights, so
that the so-called domestic version of the DC- 10 was able
to take this part of the Pacific Ocean in its stride. In fact,
the Los Angeles-Honolulu segment is the critical stage

on the trans Pacific operation, so that this was also a
good baptism for the Pacific route generally. Following
the precedent set with the 74%, the DC-10 boasted a
Californian Room in the economy class cabin. Once
again Audrey Six was responsible for the eye-catching -
and traffic generating — decor, which even included
framed pictures in the toilets

The early 1970s were marked by a world wide eco-
nomic development which had far-reaching effects on
the airfine industry. The international price of fuel, includ.
ing aviation kerosene, rocketed as the direct result of
cartel action by the ofl producers, bed by the countries of
the Middle East. Airlines suddenty found themselves pay-
ing about four times as much per aallon as during the
1960 and the percentage of the operaling cosls ac-
counted for by the fuel bills rose to alarming heights.

Resulting from this development, bul possibly also
because the bookkeeping results as a whole of the Boa-
ing 747 were proving to be less attractive than was at
first predicted, Continerital showed its preference by
taking an option on four more DC-10s on April 24, 1972.
These were converted 1o firm orders on September 20,
with the agreement that the total DC-10 order would be
16, of which eight would be the -I0CF version. Within 16
manths of this announcement, the Boeing T47s were
removed [rom service, on January 10, 1974, one having
been retired as early as September 15, 1973, The
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d ket thek Roswel,
New Mexics, would gee 19 mifon gallons o‘]et imlper

trans-Atlanne suthority, with rowtes from Dallas and
Houston to London and Franklun, togeherwith anciber

e In A tributz 1o the DC 10,

fuel thon, lower costs By, and, most
importand 1o the economists, tower break-oven pes-
senoe

During the same pedod, a for-reaching pollcy decishon
wieh nade regdrding the Conbnental fkeet 24 & whole [t
s decided losandirdize on bug types, the DT Kand
the Boelng T27.200, for which fatter aircraft additionsl
acders were haing placed faky vequiarky slmost eery
wesir, The exception was o the two 727- 1008 requimed for
Ak Micconesia (and untl the new aicfeld was bulll at
Panage, the alitary DC.6B), Dvring 1972 ond 1973, in
the furtherence oF this obeciine, e bets than 35 aircraft
wers eod, includmg all the Bealng 707.320C%, mest of
the TH8%, and ol 18 OC.9%. At the same timg, 1ol
advaniage was taken of a hnancinl socesmment with a
aroup of lavestment bamks, concluded In June 1971,
smouniing ta an inkection of a record §125 milion of
additional lean umn!

Whde alth Cont | . "

Fi in & i .'I' Ernaron-
frent, which was further iwensified by the fuel price
Incraase, In My 1711 lamched a stoong apneal against
the C.A By proposol of an B 5 percant surchorge on its
[ive-abreas! seating on whiatl were now called narow-
bodied aircraft, to distingulsh theen Eroen tha 742 and the
DC-10n. The C. A,B, finally copitidated to a strang tide of
public opinisn, and reversed its position on May 31, 1972

I other setays, with menies — " Pub'n Pictures at noextra
cest” « and chaco bars in the economy sections of some
aircrsh, Continental Fved up o ita raputasion of cabin
srvice par exceflance. Whan Miss Dotile Leu won the
Misz Aiwlnes nternational titke in 1974, abe was Lhe tourth
Conlinanial light attendant in a row to gain the honor
The new elogan “We Really Move Our Fail for You®
atracted zs mony remarks, and more, as did the "Proud
Bird" motto, bul its touch of beavada was characteristic
of the airkne, and (here was no doubt as to who was
setting the pace oo the Haweiinn rottes.

New Routes Galore

Mot s mony years previaushy Confinertal had hed lu
chiw it i, abmast inch by inch, into the

hom Miami to Medrd and Rome, The
C AP, wos showing signs of rélaxing #s préviously sus.
tera atliluda to the enley of new carriars inio Kerilones
regerded hitharte 25 the private prererves of well
esloblisherd alrlines, and vith the surging traflic on the
North Atlaalic, Sis enlerioned hish hopes. Bul thege
were dashad when, 10 Jenuery B15, the CAB o
nounded thal no new cartiers shoukd be certilicated e
semvice o Europe,

Haowever, things werz moving along nicely in other
direchons. [n July 1973, Continental and Western Aic-
lines had apglivd jointly lor a new inlerchange service
between Tuu ond Mska 1o lake fll odu'nﬂluﬂenhhe

{interest betuaen th
ing regien in the ¢%h state and the lmdltuma] heert of the
oilindustryin Teaan. The momenturm af the Nuﬂ'h Slnpe
il b d tos hawat had factin Wask
too, for th L] d and service
atarted an :h\r roule to Rnﬂ'toragz,wi‘h the mberchange
point a1 Seattle, on Juna 1, 1974,

By theend ol 1974, witha twnr ing.a fair
pariion of the northerm hemisphere, from ki 1o
Miami, and from Alacka to Texas, Continental had good
reason Po feel well pleased with itsall. The flemt was
wrimmed elficiently ta 12 D and 33 727-200s {and
Twn 727 1005 for Air Micronesial. The only ather aircraft
wern lwn T20BE, up for sale, and theee D0 95, on lease.

Fusther good news was round the cormer. Within two
veavs, Irom mid 1976 to mid-1978, important new seg-
revenits hadl bawn addot to Hhe network. On May 71, 1976,
after litigation which had begun in 1969, Confnental was
auihorized 10 My nenstep from Denver to San [hego.
Thiz, the authemmet cily of Callvmie, ance hnown
onby a3 a neval bace, wag row 1he third mast mu!ws
urhan cener i , and an T
alor in #4 owm righl. And Dreroer was wng TR
vacalion cmt!r. mms 1he ski resorts of Colovada.

P tha route to Chi
Felruary 28, 19?7. an actien which parhaps dxd nat
TecEnR 00 MmuCh protest fom dval airlises. Moare
Fpodtant wag the resul of the Denver-Southeast Route
Cuc whaechy Continental wis granied & parcel of eiy

b Diexveer ard Florida, with terminals ol both

irunk aicking activityin the United States. Now it seemed
2 trjoy oo almoat permissive attituds from the CAB.
Dwring t1his Demd lhe eally and md- 19705, | expen-
enceda
in long range marhets. The acmrm:lnhmm af b rant.
Pacific connection was, of course, the most spectacular
addition to e map whic h aderned almagl euery Contin-
ental publication, even though the actual conneetsa
frou the U5, mainland to Ars was not exacily by the
mozt direct route. But this obee ived other real victories
wen through the regulatory process.

Adter bang-drawn.gul ikigation wih the C.4.B., Con-
tinental at fast reached the AHsnkic Owen, when on
February 1, 1974, it opened Boevw Y208 service between
Houston and Miami This was the result of the fwal
decision in ihe Sauthern Ter Case, announced | in Fdl

MismlFort Lawderdsle and Tanea/St. Petershura, n
adddifinn io Denvgr, wea other citivs, Tulss and Wickits,
were alag given direct service b Flodda, Then on dune 1,
1976, & secomd IMerchange serviee wilh Western Airlines
linkerd Colgary, Canada, with Houston, wia Denuer -
anather oil industry comection. Cn Ootober I, of the
sameyear b Phoomy - Las Wegas (Nevadal route put the
"Enteriainment ital Wewld"” on the

map. The aichne was e reslly moving its tail.

Direct Trans-Pacibic Service At Last

Tramgeembingrdal seovice, accewes o Alwka, trans-
border te cm n’udd.le-'mmpiru io Cllsmn\w‘ thv'_'-e
But

insigmficance compared with the final and irrevocable

ruary 1973, Comlinental now had i
route, but Bob Six had sven turther ambilions in the
ezgtward direciion. In Seplember 1973, he applied lor

w0

qs gt the Pacihc Coean, by direct scheduled ser-
vice, which was aecompliched during the latter 1975,
There had been o slight hiatus & alfaits across ihe



ocean, when the Vietnam War drew to its close in 1975,
The trans-Pacific military airlift had ended in 1973 and
Continental Air Services wiss waound up at the end of

lhndupsdwmg]&?lmﬂlﬁu&amandm\fmmamﬂm
interline ticketing and maintenance were doomed from
the start; the former Isecausa us precarious em«w:e
was short-lived due isj i i

W i o o e i Etical ob e
‘I1|a|‘land the latter because it was a victim in the down.
fall of South Vietnam.

Ashot in the arm came from an unexpected direction.
By an extraordinary tum of fate, American Airlines,
which had been granted the South Pacific in the great
Raute Case, decided to abandon i, In & kind of gentle-
man’s agreement, Amencan transferred to Pan Ameri:
can its authority from midwestern and eastern ULS. ter-
minals to Hawaii and the South Pacific. Pan Am, for its
part, conceded some of its autharity in the Caribbean to
American. This was a neal exchange which received the
full approval of the C.A.B., which, however, reopenedits
|mmgnmn of the South ?nnﬁc to determine if Pan

American should retain the monopoly which it had now

mraz\asmalﬂy 1975. Almost exactly two years later,

share Richard Nixons grave dou.hl: about Rabert Sin’s
mmmammwm«m.m
Honolulu, U.S. Samoa, and Fifi. With the Air Micronesia
roiite to Tokyo (see the previous chapter) beginning on
October 1 of the same year, the trans-Pacific dream at
last camar true.

Such setbacks as the first major strike in Continental’s
history, when the Air Line Pilots Association (ALPA)
virtually grounded the airline from October 2310 Novem-
ber 17, 1976, were forgotten in the heady excitement

I's Magship during the 1970

of emt cean in the globe. Theloss ofa
DOE dm'nausd in an accident beyond economical
repair on March 1, 1978, was equally overlooked as the
aitline introduced Chickenfeed fares two months later,
its contribution to the deep discount fare war which was
sweeping the country.

To cap everything, on October 13, 1978, only six weeks
after the authority was granted, Continental opened the
longest route in ils entire history, when DC.10 service
started from Los Angeles to Taipei, Taiwan, with autho:
rized stops only at Honolulu and Guam, This put an end
to the rather artificial appearance of trans-Pacific capabil-
ity on Continental’s maps; for very few people, other than
stall employees, had ever actually flown end to end from
California to Okinawa via the islands of Micronesia.

Within a few more months, on May 1, 1979, South
Pacilic service started to all the points authorized on the
certificate. One route, to Auckland and Sydney was
routed from Los Angeles via Honolulu and U.5. Samoa;
the other reached Sydney with stops only at Honolulu
and Fiji. Then on July 18, 1979, taking full advantage now
of the convertibility of the DC- 10, a full freighter service,
with 121,000 pounds (60 tons) of freight capacity, was
snbsmnled on the Taipei service, where wuumaw
Ci

m'lkmaneseeapaﬂtrade
This heady success of suddenly becoming a full-scale
operator on both the North and South Pacl': routes had
come only after years of [rustration, hard work, special
pleading, a litte Iuck and endless litigation with the
f all the strugales,
hwmﬂmdwmwmwm]mm
ancided with the ab of the
time-honored procedures, with their agonizing delays,
much blood, sweat, andnm[umlv For on October 24,
1978, President Carter signed the Airline Deregulation
Act, and nothing was ever the same again.

n
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Deregulation
1978-1981

Almost a Merger

Oy (i of (he certified Lrunk airlines of e Unied
Stoies were ever bosed i The West: Contnental and
Weestern Air Lines. Neither was ever large, by compaei:
son with the Big Four and Pan American, whichhad been
big, almost fram birth, nor did lhey become big, like
Northwest and Eranéf which benefiled from hicrative
forgian air roule awards after Wodd War II; nor tike
Dielta, which grew with the foiving econamy af 1he
Southassl, st witjoaed Tavwor from the CLAB. both in
transconlinental swards and for permisgion o merge
with two trensk airlines, But m s later years, with s

either, avd Drmhmler lft, lhe Western: Amencan
merse dh hovines undil ihe end
of 19?1 when the €.AB, heating exarriner made it clear
\hﬂhwuldnul‘wllp:rhl Subuqunnlly. Sax'’s oppos

of

thon,
Justice ard by the bmrds ‘awwn slalf of exmrt addvisers,
and the merger did ot go through.

Later on, Six was ko report that & memger berween
Continertal and Western “had been considered lpaical
and desirable’” at that time, and a5 soon a5 the American
Advlines threat waa cemouved, the Iwp western aitines
wiere wighly more friendks. Two interchange services,
Lt lagy e Texan arga iservgd by Croingrdad) b
Alagken and wesier Canada (bedh sevwed by Weatem)m.
B and 19?8 wespectively, certainbe paved the way for

iong lgwards a ceeper relatonship. In

Foorfic exp L l s1wkderh d v
stabiare, whihe its kel T I
Alaska and Hawai, did not such expl
e,

In December W70, American Airlines and Western
had fovmalhy applied to the C.AB. for permission to
ek, This was alter Rirh Heckoeian, one of the more

1 of the | J airfine hard
sained contrel of Wester, and taken swer the reins from
nene olher then Termry Drnkwater. The laiter had bt
Continertal under a <loud in 1544, and his presance no
doubt added vehemence o Rober! Sht's onposhion to
almost anything that Western wanted ta do. Although
apparently Karkorian and Dnnkwater did nat gt along

Tt on thie ey diy that the Houdon Denwer-Calgany
mierchange service started, on Jure 1, 197, the two
arlmes umouncsd that Uleywunx planning lomzlse On
ahiby 12 le public, and on

the sirlines kted their odnt a'ppicahun 10 the hoard Io
consalidale thair operafions.

Far avariety of reasors, bowever, this 1978 merget did
not raceive board approval either, even though the
CABS Law: judge tec ded i, and
the idez gained substantal congreasianal supparl. Bntl!
owlinies were now tasting the heady success of durges of

73
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Tevenue anisng irectly rom lwo geac fraltic years
whch were tha divact sequel tn tha intrndustion of heau-
iy disc garted fares. Euer betore the Adsiine Dieragulation
Actol 1975, Ve aivines had overceme ceawlatary misgiv-
rigs A6 W, 35 TheiT owr lormer i inalion (o seex
‘ares. rather than intreduce harsh cutsinthe esta
shicclure Evg:pone was discoonting, pespenyens wens
dowckicng inte tae plases, oad Maektors were higd, and s6
were the profits,

But ol weaz o ull Ll The storm. Purhaeps Swe air-
ne should haue warted Perhans they shonid have 1o
sisted 1he tempiation 10 cut lares with na thouaht <o the
fizbure. Nal pussessing the benefilsol hindsight, howevez,
thew all yushed like lemmings over the clitt of almost
urcanmolled fnancial disaster.

Thus, when Continenlal and Woskern came o the
takle agzin. when the heat and dusit ol dorogu ation ad
seslled. rhere was & dferent tone fo the discussinns.
Wh arcas belare, nupairfnes ware simphr speking b join

e s uper- Teunks e Chiled | Armsnscen, e

agal’ ag'eec o mzvge with the sun mq t_unsoll:la =d

vt suration to be called Weste ri and Contineztal Trans:

sortazion Corpasation. The proposal was subowited to

Ihe € B, on September 22, ard A meing a it tlz
re zegaidhe ndes e e .c.cd

Dani Faly interyenisd 4o pnsmaml o merger gnoe zgain,
Fre Cammnental had aiher mack mpesrtanl thergs t
aitend lg, i of whic
served Lo furn Hober Sixk aitline vpsde down, Oine
g Teason was e effect of deregalation. agairmsl
whics S Sad campaianed for years The meraive
wasault by rival airlines to erode mock o Costicentals
watic nowwneched it nres, weakened its corpatare
sorgth, end axpnsed it to infilration fram outsice
eTi L.

Deregulatian

Hresidenl Carler signed the Airhine Lesequlahar, Act
on e lober 24, 1978, and — as has been chserved in th
preinous chapter — the airline structure ® 1he Unilesl
Stabes 2 a complele b Pherz hac
Buertt grosaing r-ssalisfaction wets ceitain chortcomings.
of the CAB, inhy of ivs negatie effoct in Tostricting
freg cumpehilipn in coules and bues, bt also of its
EDWers ConeAThing mergiT s, and ils eshcticas an free-
dam of entry by new ailines v the scheduied feld of
cpeTativns, Auded Lo Lhese dritivisins dires led 12w ds
eguslanwe einTm. thergwns alsnwadesperssd srobation at
e mordinate fime taken by the dureaucrats process,
ang the wayinwzoh the buard issel! someti—es appeared
e be influences by palitical 'nkhyrng

Toims cradit, th E. itseif had investigated ils cwr
U ils appa et ellacts un the e
, ratner tnan the letter of the
'sJe i the Jatee 19705, ca’doneda]

oy appraving Sie Fraddie | aieet na
=3 By the g of 1977, Lheme o

ich ad |
semume o keep L5 passERET [a\'ez ’\lg’hzr than _wy
meed Iave boes, thuugh censisienty lower thar any.
where else in L weorld.

The CAMNY% Specal St2H Keport on Hegulalony
Reform directed by Roy Puleiler, and which had been
issued or. w22, 1973, was paradoxically almeoe: & e
irime derequlanon and al the ssim Lime a
rmula for the pragressive alrvination of the CLAR.
izse¥. Concurrenily, the Advisory Commitiee o Pro
cedural Bedoom, wslablishend wl lan Ui agemcy omdee
21, 1975, had smudad e peables of sulemakirg oroee-
£earas afferting roul pwatcs, ergers, and U freedom
ol eriry orexd Thos, when g presden! soned the act
in Clotoer 199K, tha O A B owae alreacy Tully preqered
for the ansaught

ALBE) aan Cholober 1. 19E, <he sitines renresenta-
teerstoadiniing sotende the CA R offices i-. Washington
1a¢ kom dorman: nonstap route aulharsy Sever hurdred
outol ar estimated 19,000 sussible Dity-pad conmeclnme
were applied frr (e aithne, Hranil!, eppeared to hawe
1ak<n leave nlits sersas, and walked away itk ena.gh
1ules foRaue sk comziseda e o ort the mae,
1y Conlinental was ne
ilhir: & s, 1 hﬁd atidad A rew sey
is [.. S mwiibe: o 1wl mied wor, ofwhachil had

e

na cornections were made in the
aoutheripart ol the Continegntal symtem, providma mure
monstop sennce to ponts from ElPaso and San Antonio,
s thevear 1979 progressed,
weree acded, begianing weth Elouston -V
([wles Intesnananal Airport) on January 2 followsd oy
an array radiaing from Denves, whech was daliberately
chosgen as a rnzjur b, The inpaslant et Mew Yoty
{Nmark}l nkwaﬁmad.ean{')clnber '.l'? ant Hnusrm

g-me 19“9 s slacked 13 Mum.u The
.—H-.’vmnl flights cragpnatng af Dot and senang =l
Albugquerque and E Paso, dverged 10 La Pazlos
Cabos, Puerle Vallarie/Manzanily, and Avapuken,
The C AR revoluhnnary ﬂdlry of r?.emng roere
o b
hearings. had thus created rapid changes in the airline
raute maps. Hul i also brought inits wake some ather
changes which braaght into sharp focus the arguments
tor and aganst aidine derequlation.

Financial Problems

Al was not wel, with the alfeirs of Cartinertal Airlines.
K ew Lirates ade vood win._'owd'es;ir‘g. what wi

rtiom al U q“ulh Pactc 5 ACE, 2
connuctivns kum Hewsor: and Denw




ccvuld be dsr_*etned by rgadng betwaen the Bnet of the

Damm, who had hald lhe pusmm ainee M.w )9‘76 As
. I

Ihel

by RBnbort Sic am: 43 eventfy] and, until derequlation.
Abmewt ertiredy usecessdul years as peeyident and chisd
executlve officer

Contirerual Airlnes incurred i ret loss of §13, 185,000
in 100, comparad with pet earmings of $49, 190,000 1078,
an ddverse turnaround of more than $62.000.000. Much
was made of 1he arounding of the DC-10 ileet by the
Freral Aviation Agency, lllcwing the disstrous crash
of s Americon Airknes plane on lake-off st Chicam on
June &, 197, All CIC-105 were oul of sarvice for 38 days,

d a= 42 percent af Conti ratal I wasaccuunled
for by this aircratt 1ype, the efect was considerabl

ideni and chiel

Robert Six of much of the top |m] decision making,
ahbouigh the ald warror remamid as chateman, andwas
$hall very pruch in sbaok: A 11k Eashis
to assart that Ihe woes which beset most of the airings in
the ULS, were nor emeed by the airlne deregulation
process isell, but by misiudgments on the part of those
anline erecutives who misintecprated the effects ol
deregulation. But to blame Six and Diamm for the deteri
cwating mtake of aHaics in Cemtinenial durirg the Jatter
06 wenald ba to guar-simplify Cendinentalt problems.

lncerlam hlgllly com pehlwa markels, tar axample, in

this single facter was over-emphasized and tended io
swreep under it palolher significani ad

Campared with 1978, the amous in almost every
category <l operating expense voge alarmningly in 1978,
Fuel akiwe rose from $ M7 milian 1o 5228 milion or by 55
percent; permmd oozt rerse §71 milloa, or by 24 per-
ceni; by 36 percent, ek andl repair
by 21 percent, and commicsiong 10 ravel agants by 59
percent All these incooases unre incompatible with a
FEETIE Perasender mile increase of only 1 percent. The
cost per supdable lon mile soared from 319 ta 387¢;
2 the vital braak guim laad fockor feom 56,7 parcenl
itsalf slready dangerously high — to 63 percent.

Sguinet this glocrmy picture, certain steps had to be
tahum i Coomngnita) uwa to surme ot 2l in the Pocific, the
area of operation for whith it had stvuggled 6o long and
which held out the besd hepes for high profile, On Febroe
ary & 191, two McDonnallDouglas DC-10-30 kong
range aircraft were ordered, zecognizing that, good as
they were, the madium-range DC- 10- s could not com-

of

ornot in take . they were
damminerd f they chd, and dsmed if hey didrt. For it was
upen season for every zirkne, fram the regulated [the
cartificated carriers) 1o e unregulated {Iha former
intrastale, low-gverhead carmiersk from the previpush:
deried airknes ta the woLshy restricted
Il semrvici operadors; From commoter an'inﬂ tocam
plete newconers. ANl these widely-differing
1ha hawves and fhe hawe nets, batiled ﬁelcdylwlhe lisns
share of the dmn. mlnmy rnmkas of ﬂ'n us
As i was one of the
mare prodBgal in ops in the firal lsh ol
d anyil hts problem was simly that i
seemed to have ksl contecl of its cast structure at the
uery Iime when ity revenues were put beyondits camrgl
by deregulation.
Feldman had bean o successful president of Frontisr
Ajrlines, having, dunng the apace of a single decade,
begn i

L in a ing lucal ser-
strang regional ior, laking second
place 1o no one at its hub m Denver, and becoming a
ofil-maker. Though he was a mar whu had

e i

pate with the Boeing #7-SPs (Special T
Pan American and other competitors, which were abla tg
omil kow rralficgenerating stops auch as Pago-Pago o
Fiii, and oifer spectacular nonsop fights acroas. Lhe
Parific.

Blzo, on July 18, 197, passerndkr service to Taipe,
which 50 recenthy had boen colebrated ag Contirenlaly
first genuine trans-Faafic service, wan termated, ko be
substineted by a freighter service. An effort to aumment
1he frewghl lkaads on the North Pacifis route wes made on
October 1oy sddinaa branch reule from Guiom 1o Hong
Korg, Simultancoushy, the link with Olkitawa was teromi-
nated, Then bath the Teipei and the Hong Kong routes
«nded in December 1972, leaving Sapan: Tokuoas Con:
ﬁnema]‘: scle tepuous Link wilh Asia.

Hempi | o thel i
mu Tour DC l] Bbwvz cnmrm:bad to be suld o Fed-
aral E kF Robert
Sax waz not closely imeohved in detailed matters of roules,
aim—ah, FRETErS, OF ba:lles with ihe QA.E. Following

his priatilies changed and he was pumcupmd wmh the
tosk. offinding |

ot Continental Arrlines. The job, in the Sght of the red
ligures on the balance sheat, would prove o be nn
SIMECUFE.

Al Feldman Inherits a Crisis
On February 1, 1980, AL (Al Feldiman was named
dent of Contingréal A, T T

by weell ke by his siaff, berawse he had guided Fron-
1iers Kartianes with a kem sense of sengitivily to ity per-
sonnd, he came to Los Angeles with a heavy cross 1o
boar Fon Caontingedal's problema could not be cured by
slow tnd corelul remedial toeatment, It needed drastic
slugery. Wih S disassociating hmself from day-to-day
allairs, with Alenander Damm retining on July 1, 1960, and
with fhe deoth of his wike alsa m July, Feldmen had to
cama s erote almost sivalehavded, a5 a2 very lonely

Bul he altacked some of {he main probems with his

former zeal. Om June 1, 1980, he set in matian a restruc-
9 ErOgT Fils entira LF.5. ch

ne doutl on a conviction bom of his experience at

Denver with Frontier, the man ohjective vwos 1o mdly\

Continertalt netwarle 1o concentrata on the emeraing

" dual bub-and-spoke DDGrahcm. centerad al Demver and

Houaton. Cerlain it services were eli

inclucing West Coart fightsfrom San Jose to the Pacixc
Morthescsl. In contrast, on July L, new routes ware
nddad frem Deaver to Casper and Grand Juncticon, bolh

mwdmm.om route changes wis the suspension

af Continental service on 1he ChicagoLoe Angeles

Toute. An effart ta reiain this roule o1 all cosis had been

miacke o May 1, when a fare of $1 1100 one-way, nonstom,

wuhno mmum had besn introduced. Bul the shaer
T as United, &

TV was helrming, ansd ber B, W8I, this
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the cause of mighty celebra-



ten at Continentald headquariees when the Denver
Cane was decidad in 1955, was removed from the map.
In compamwation, furihar efiorts were made to intensify

a3 eonfident a% in the old doys af comatani axpanaion in
roulu teediic, and profits.

the hub concept. Om Jamory 10, BEL, Houston became
an nlemational Centinerdal gateway to the Mexican
resarts on the Yicatan peninsula. Service to Cancuwn,
Cozumel, and Merida was accompanied by the catehy
imwitaton ba “Ger a Yucaten, " New routes radised from
Denver at an alarmming rate; by Tucson Apnil 1, 1981,
Indianapoilis s Oraha on Aprd 26, Buston and Lincoln
on June 1, Prdladeiphla and Milwaukes ot July 1 and
Minewaapelis 0 August 1.

The unadom ol whola“le —RpoNFCn in Bn nncellmn
: mwhich the p
clotk of reaulation had b o was )
Buit there uakitile doubt about ﬂlepmd.enceo{nchmge
made on the Pacific toute, one which, howeres bad baen
foreshadowed by an aircraft arder placed almost exactly
a year belore Al Feldman came oo beard. On Oelobe
26, 1430, bong-range DC-H-308 were inleoduced on the
redten 1o Australia angd New Zealand, with imeortant
whedule chunges that permitted fewer stops, Allhough
Fif was reteined on one dhroush seovce, Pagn Pago
U.5, Samod) became a terminus of another Some
flights Lo both Auckland, New Zeafand, and Sydney,
Austraha, were flosen noostop from Honoliuy, thus put-
ting Continentalin a better competitive posltum\asamsl
Pan smerican and Iba Avstralian flag akekine, QAN

The Sky Falls In

Sincly, ch 3¢ attermpts the sdines
nublic image in the “mad, mad, mad warld" of poside-
teguinton competition afl came to nowght when traa-
dated i fnencial results. b a masletlv pmeofunder

L, Robert Six, 26 ch eldmnn. as
: hir pirt repod to ih Lhold
the year T80 with the words “1360 was & diiicult sear for
Continerstal Airdines.”

Thenel lesswas $20,700,000, compared with $13, 185,000
Lhe previous year While Lhis was serious m itse, the
appalling tvuth was that, withuw ceriain noncecorming
eradits, the Joss wauld have been $78,000,000, Duzring,
e yaar, three DC- 4k UKCF aircraft had been eold for
$28,100,000; 3,000,000 had been raised by celling two
hotelsmGuxnmdSawan 56, 100, thadbeemecm

Haf an Air b in Hoe-
g 727 ICIEIat ‘éw and $15. 100,000 wars received in tax
credits.

“The bare ligures were goomy enough. F

19 thesa fineocial and pargonnel problems,
Ilnunealusr liming which had been perceived to berakd 2
tim chance of respite from behind the dack clouds of
despondency suddenly laded. The chances of both par-
ties i the prospective Continerial.\Wesern merger
avapocated abroply in the face of olhex corporare
maneuers. Dunng the eark monihs of WAL, Taxas Air
Comporation, headed by Francisco (ank] A Lc(enm
thenugh s subekd Terxas T | A

_lines (T1A), began to scquine a controlling mtevest in

onlinental, Mrulianecushy making it clear that it did
ot fauor amerger wilth Western. Weatewm Aitlines bound
gl similaly theeatened as UNC Rosgurces, 2 mithng
company, mowed to acquire or mevge wilh it Loverro
was claired to be tough in labor negatiations and such
was Ihe inslinclive reaction in Los Angeles that the Con-
lnental plbis, headed by Pt E.:kel fulmu:llhz Conll
merital Ei EA
a Lorenzo takeover
Nothing seamed 1o po tight bor the girliae loc which so
vecenthy nothing had ever seemed In go wrong. On
Auvgaet 3, 1981, the i iraffic controllers belonging to the
natignwide union PATCO wend on strike, but this was 2
relatively minor writant compared with the lighl geangan
for tha controlof the aifine. In April, the existence of the
Emplovee Stock Owmership Plan (ESOF) had heen
revepbed. This was a call 1o issue encugh shares to the
amphoyees of Confinenial 1o give them 2 couteoling
interesd. Tt was Irans'paazmly a deum e prevent the
Texas lak haugh in its prow the
words wsad had been hwocently em\-.-ssed Yo put the
corporalmn ina po&ﬂol’\ m laka adumlagu of future
that may have meant.
A the tuo sides pulsrized their positions, the antaga-
ria.m between the Continental es:zbhshment and what

garded, as Texan d and grew
mcmmng]y bitter. .ﬁ.l Fe'lch\an was n:l.em:ﬁed with Tha
ESOP plan and al Itiator of it But

writh the faderal and Caln.lnmu authgritios alternatety

approving and rejecting the ESOF plan, the pressure

wew imlo 2 wer of harsh words and innuindo, ohten
ahtasive, saetmes viclous,

]_n::kmg Bk & hix record with Cnnrrneﬂld withits

B stall probl ol his

hopss of & margar with Western, an almest certin

inkanyer by Texas A and cantinuing despondency cwers

ihw: kass nf bis wite:a pear eacher, Al Feldmans will tocasry

unialled him. [n one of the maost traghc seqreds suet to the

relptions with the staff, onee the pride of the aiding, bad
detetiorated. Thare had heen 4 mdm:hun in the wark
Eorce, with I p b ok the alall Forlough 98D,
There wgs a strike of fight attencams from December §
& 20, 1330, and alteaether, Continerdals motale was nal

d battles which have been the cukence of
American bugness, Al Feldman took his cwn bz on
August 5, BEL The story of "2 man of greal intearity”

Lurenzo’s words — was one of the mas| heartrending
cxf ol the casualticy which could be traced, ot keast inpart,
1o alriing dereoulation.

”



14

Tibwa-Tonsn Cmmglon (301

Texas International
1947-1982

Trans-Texas Airways

Pumer Akbnes, (e Chapaer &) wim nol the only

atedd ey serralt wales st aervice 4 Hosmtonih
Hobby s T M Kaughan fled an sppbcaoon
with the 1o cqmtate achadued wrvices. and 30

heacy posiv ;-uhnmwyd(md

e 10 offes the benefits of air vl o very com-
-u-ltr-m-l.-l
spining corsender was Trana Tewas Amwas

ma—c.&u..—a—an.w—. rstes in
Teuam, he three-year o hecoming efiects o
May 12, BT The corporaie changed t0

Wi th Brownmeonod.
mmwmmd-mw
ut within & lew yoars the fourth sade was comgieed,

which, ueder it bor
mmnmwnnmmm

nui thmhhim(m
aperuang nder 8 e fame bed e mansgeert

-dnmmde,dms-mhrx

1980, Aviatice: Esserpeioes LI v fenaried by i
‘andsona young Texan, K. Earl McKaugnan, who oper

)




to-mouth existence, having to apply at intervals for
extensions Lo their temporary certificates until 1955
when these were at last made Iruck

ated Iess th:m five passengers perdayl was fiable 1o have
its b i air service The former

bl small fry such as Trans-Texas were unable to mlwz the
risk of heavy long-t in

meent, gither in aircraft or ground facilities, At least TTJ\
began with a sturdy fleet of DC-3s, which was better tlun

- to serve every city in the 115, at whatever
cost, was already under scruting. Progressively the origi-
nal concept of local service was fo be eroded until, with

lation in 1978, it was to di her. Cities
suchaaPalnwtme Cursruna, Marfa, Bewulle \Mwo and

many local airdines could claim; but even these
a certain amount of disdain from the discriminating
Texas chentele who quickly dubbed TTA. as “Tree Top
Adrways” or “Tinker Toy Airways.” Supplying paper fans
in the unp d planes, and p the DC-3as
“the aircraft W|l]1 l}w coal whlte top and the air-stair
door” fooked no

The DC- 3sm_m la.b@led Super Starliners in 1957, pos

bl A bom f Iln_agmg lwin as has.
ever been perpe donalk ff public. Never-
theless these veteran aircrafl continued to soldier on as
TTA. modestly expanded its route sustem in April 1959
to Litile Rock, Arkm und to Mew Orleans, at the
same fi
paints. This wasin l\espunss to IheC AB.S shrewd "Use
It or Lose [t” program. By agreement with the local
communities directly invahved, any station which gener-

succinct definition of life in l!\e US.: There‘a No Free
Lunch™

T.T.A. Expands

Trims—Texas felt 50 conlldent ut :t: pmspecls durmg
the 1960s that it
equipment. On April 1, 1961 it mtmdumd the Convair
240, with the Dallas-Beaumont being honored with the
first service. Subsequently, Earl McKaughan and his
Texas team steadily expanded the route network, bene-
fiting from sympathetic consideration from the C.
which translerred some routes from Calfornia
enabling it to expand into New Mexico, to serve Ajbu
querque, Santa Fe, and Clovis. The agency also permit.
ted Trans-Texas to fly nonstop between Houston and
Austin, on November 12, 1963, and one week later, the

Trans-Texas

AIRWAYS

MORE

CONVAIR

service for the
Great Southwest

Exhibit I. Trans-Texas timetables, 1947, 1%4, and 1964,
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Trans-Teans Alrways began service confidenthy with the abiquitous DC-3

airline joined the formidable ranks of the trunk airlines (o
enter one of the nations busiest intercity routes,
Dailas-Houston.

By this time, the Convair 240 fleet had grown to an
impressive 25 airerafl, A year [ater, Trans-Texas recog-
nized that, if it was to survive in the big I.eagua it had m
improve the is of s

New Ownership

Pride came before a fall, The almost simultaneous
mtraduction of the Cotvair 600 Silver Clouds and the
DC-9 Pamper Jets, plus foreign service to Mexico, was
expensive. The seven DC-9 ordered in Novemnber 1965
had alone cost §51 million — no small investment for a

in Movember 1964 — just a year after eﬂleﬂng the Dallas-
Houston market Trans-Texas announced plans to
convert all 25 of its Convair 240s to turbine power. The
engine selection was the well-proven Rolls-Royce Dart,
which had demonstrated a fine record of reliabifity in
many fine commercial airliners, including the Vickers
Viscount and the Fokker Friendship (Fairchild F-27).

The first Convair 600, as the turbine-powered CV 240s
were called, went into service on March 1, 1966, on the
Houston Beaumont-Dallas route. Onceagain, Beaumont
had the honor of welcoming the first Silver Cloud, as
Trans-Texas called the rejuvenated planes. By this time,
the network had been considerably strengthened as 13
cities in Texas and New Mexico were transferred from
other airlines in the Southwestern Area Local Service
Case. Traffic was further stimulated by the withdrawal of
Eastern Air Lines from the stopping route between
Houston and New Orleans, leaving TTA. with a virtual
monopoly of service in southern Louisiana.

The year 1966 was certalnly a banner yeas Earl
McKavghan trumped his own ace by sdding Douglas
DC-9.10 Pamper Jets on October 30, 1966, thus enabling
Trans-Texas to match the competition on the busy
“Texas Triangle" (Dallas/Fort Worth, Houston, San
Antonio). By this time, on August 17, the C.AB. had,
remarkably for a local service airling, approved a foreign
route from southeastern Texas barder cities to Mexico,
serving Monterrey, Tampico, and Veracruz.

&

airline — and the finances of TT.A, began to
decline during the late 1960s. Ir came as no surprise, and
in some quarters was regarded with rebel, when, in 1968,
Minnesata Enterprises, Inc. (M.EL) purchased a con-
trolling interest in the airline.

The new owners started off in fine style, by opening
service 1o Denver, which was not only an important
traffic hub, but the center of a fast-growing winter vaca-
tion area. The growing popularity of ski resorts in Colo-
rado was attracting many Texans, weary of the long
humid summers of the Gull area. Nonstop service to
Denver, from both Houston and San Antonio, started on
March 1, 1969. One manth later, an extension from
Denver to Salt Lake City brought the number of TTA.
cities {o 70. Also, nonstop San Antonio-Dallas service
was added, thus completing the “Texas Triangle.”

Thee airfine was spreading its wings, and, s if to signala
new era, the new owners changed the name of Trans-
Texas Airways to the more ambilmus and strictly more

Texas I | Airkines,
Texas Internanonal

The adficial d; ion of the quite
a rare occurrence in LLS. airfine circles — was April 1,
1969, One of the minor reasons for the change was the
expectation that the unfortunate interpretations of the
TTA. initials would disappear. But Texas traditions die
hard, and the airline still had to win its spurs, One small
difficulty was that another airline, Trans International




Airways, also claimed the obvious T1LA_ abbreviation, so
THI was adopted instead and this quickly fell into com-
mon use, The new Houston Intercontinental Akrport
opened on June B, 1369, and a TXI DC-9 was the first to
tand. This event coincided with the introduction of full
meal service, an amenity which many Texans felt was.
long overdue.

The new owners must have been well satisfied too with
the generosity of the C.A.B. in awarding to Texas Inter-
national nonstop authority from Albuquerque to Los
Angeles. Through service was duly inaugurated on Jan-
uary 15, 1970, with the newly-acquired Douglas DC-9-
30s, the “stretched” version of the Douglas twin, fitted
with 100 seats.

In spring of 1970, W, Lioyd Lane was appointed presi-
dent of Texas International, replacing Robert Sherer.
e of his innovations was fo attemp! to reconcile the
uamm.mn traffic density on the complex TXI Mlumrk

ller aircraft. A number of

sumwd Uhe "Use T or Lose 1" Lest, but only by a small
margin. Texas is a large state, but the proliferation of
freeways everywhere across the mainly flat terrain had
effectively shrunk surface journey times, andin so doing,
had eroded some of the local service airlines’ traffic base.
TXI tried to match the diminishing demand selectively
with smaller aircraft,

During 1970, a fleet of five 15-seat twinengined Beech
995 was infroduced to serve certain routes in east and
central Texas, including Lufkin, Longview, Galveston,
Victoria, Temple, Waco, and Bryan, The airerall, how-
ever, were unsatisfactory and wela |ndue course retired

gh a nonstop H 2rvey rotte pro-
vided direct access from the | blgga:*st Llly n Tv.':ms to the
third largest in Mexico, the expected revitalization of the
renamed Texas airline did not go according to plan
Indeed, the finances shape. TXI penly
discussed as a candidate for a take-over hid, and there
was even Lalk of ils demise.

in 1972 at the age of 32 A mermer with Continental Arines 10
wears later removed the "Peanuis” airline name from the shies
bt its place in aviation history was assared,

Photo by Walt Frerch

Frank Lorenzo Moves In

The first stirring of activity affecting Texas Internation-
al's fading fortunes was in May 1971, whnn Wlham M
Want, Jr., and / 30
dskedihec AB. toapprove the purchase of 40.7 percent
of Texas International Airlines stock from Minnesota
Enterprises, which had haught the sharesin 1968, Hardly
had this news been circulated when, on June 7, TXI
revealed that it had d:Lep!.ed an uﬂer from Jet Capital
C jon for a o program,

Jet Capital, founded in 1969, was headed by Frank A.
Lorenza and Robert J. Camey, two young ex- Haruard
Business School ! They

/F E’Id.ﬁ' Iﬁfﬁ"l NTTIONTL . =
- ~ .

nm

T.T.A s seboction for the DC-3 successor was the Corvalr 600, This was basically the Convair 240, but re-engined with Rolls-Rovee Dart
turboprops. It is seen haro in Toxas International color.
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1ach

d Pan ﬁm lm.lmey by waing & conmechng

a protracted strile was not setled. Mow, the amplm
were diaenchanted with the Mwhlg Tegime, even gumg
1a the langth of publicl Lomenan's
in a stall newsdetter with 1he beadline “Take us, we're
poural™

The C.A.B., while moving towards more progressive
nm!ﬁul:hpoiunmuuchmlus wumﬁla]nss
Anzicut that all th ielies were pr
Nmu the concemed depariments of £ that auwst bodu

d wever, the CA B ook the

vww,u lSdeniml‘Romwelt lhatifl’ar\ Arnerican
peivilege af

for LIS, darvel such toler-

ance of o vlrhld mDnoley shnuid be r!mrd l?nmd!

not expect to have b

MC.AB.(mmdaPm&wNmndMnh
B0 did not prevent Juan Trippe from confinuing
aadvocate his case for domestic raules whenever the
oocasion ar:;land the industry a3 & whole wars well

Irudlm. and 1he mpled necognibinn thud mryone in
ihe industry should know his plece, were prepared to
move With the tmee. Formerhy, the established division
begtarewn trunke, locols, and commuters vare ngadly finl.

the burning desire of Pan doverica fo
try 10 link = galeways, a1 The very esst. The AR, in
tact, eventilly modied its rigid Stand, and permithed
Pan Am to operale between New York and Callfornia,
with the slocl et th d

hrasgug, thal [
desytinved for trans-Pacific

lowed, with the L and certainky
wplication that the sitine world revalved around
United, American, Fan ﬂmencan, TWA and Eum:n
Moy Emm\ow,whm g
carrierin C.AB. inaboay) Uy } a
trunk, it was no longer met by adispla;rd apoplexy
uhahllmm In fact, the C.AB. could be described as
gresilve, trying to remove legal roadblocks. True, it
ms nﬂdl;,r disturbed that the praposed selling ue of a
vialing trust to cowinol The shave fransaciions would
some way victate the Federal Aviation Aol of 1958, Bur
the: el Wa DEVEr KT

Whilg the C.& B, wat rurmaating ouer the afisig, Teans
Intermational carvied on with its wqulﬁdon and pakd
$14.4 million for additional
B, Lorenzo controlled 20.1 percend, whx:h v ey
oz to a cantroling ntereat, There was an interesting
precatdent sat i this cate. Probabiy nobody had ever
thought of W before, o possibly the umwrdten under:
mndmg ammg the hl!‘lbﬂ:'v of the A Transpert

dit. Bul this was the
Firsd tme t.he hlst.cay of the regulated aidine induostry
that m cesfificated airtine had asked the C.AB. to
approve 3 nonnegotiated control cver angther certili-
cated carrier.

travel or qamtbound far ivams-Atantkc, thus nresarving
thee atrict separalian ol Par Aes foremgn tranchise.

When, thecetore, in 1978, National Awknes suddenty
anbeaned ready to be taken over, and with tha Cidl
rd el preporing for its cun demise
and accepting a severe ercsion of it POWeET over
mergars, Pan Amancan leapt inke: tha flqr. and made
counbar-off; t Fexon 1 . The " Warlds
Mast Experienced Anfne® d
nahete in its approach to the prablem and failed to
assese some of the mora obvicus drawbacks. National,
for example, was a major Douglas operator, with fleetaof
both typen of DC-10 a8 well a5 DC-Bg: Fan Am, an the
ather hand peadomi Boei iented, had

g
the Lockheed Trislar aa jta three-engined wide-bodied
jet, 5o there was a chromic dupbcation of aircraft tupes.

Mationals nurnber ane route was Miame Mew York,
wihich carininhy lmbed twe nngartant Pan Am oo bewae.
But with awhne dereguation |ust across the hovkzon, it
Wikt cMn) 62500 K0T NRW SNMYRNLE Rt one of the pikne
industry’s mosl lcrpineg “gravy runs”; and in amy coe,
Eastern was thé dominimt carder Furthermore, much of
the nied for ateway linkage had dicappeared with the
ion of nonstop and direct Tovley acroms tha

Texsa Ink il voees Rt Ly e i
in acquirng Nationel. Two decades plwnusﬂy\ Pan
dunerican had Loyed with the idea. The twn sicines had
sgred an agreement on September 9, 1958, for an
zxr.han; of alock which would have pusen Fan Am 26
f N anrd Mational 6 tod Pan Ame.
T||e C.AB. decided, however, that such interlocking
imerests woukd sel too dongerous a precedent and on
July 15, 1960, ordered the hwo airline v dives them-
sulves ol each atherk stock.

Pan American's action was consistent with a Juum felt
In i

dersed 1

routes. Juan Trippa had, chmg the lormative years of
by arlime, an y Througghuul e period of
d and ocean during the 1530s,

berce b (e arditbam aF ARG the B
the Fam A

New Yark, Miomu, Son Francacn, Scaille, and ebe.
whvere. His dismay at having to hond over incoming pas-
vt 1 Pl g A by hi )

tion of the kranster of autgoing ones. Rul fhere were
occasiona when a Traveler would have o mieoont an

Atlantic and the Caribbean, Pan Amexican's croving for
Matignal, in fact. smems 10 hawva drawn a6 mixh fom

jas of a lormer ambition, made in an
wnliraly dilerent compelitive emviranment, as it was
from balanced businers adgment and analysis_

Fu whatewer raasw, in Se'ptember IS?EPanAmen—

SS&DnI.Im In dmrl ordez, PanAmpmdilDSmulan to

the Inmﬁnwuhmmmmhdthu Texas [nternatiomal
mada $46 milion b pretax profie on the transackion,
because of Ihe appreciotion in share vokae during the
negofiations. This enabled Texas Intemational (o ur
vounce a 1979 net profbt of 341.4 milbon on revenues o
52347 dliom. Sach an injection of cash wes useful, io
prat iL coikdly. Ut gowe Lorenzo the Rexibility to imuest in
fleed and route sxpanslon b adeares which woutd have
been Impossicle if TH! had been walking the tightrope of
Brancial viabiity. He cauld invest in new rontes, new
airereft, even new airlines.

&5
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Texas e, Gtiongs=

During the 1970s, the Dowglas DDC-9-30 became the mosi popular iwindjet airdiner in the Unived States, and was a great lavorite in Texas.

Texas International Expands

Under the Airline Deregulation Act of 1978, Texas
International, in company with every other airfine in the
United States, took the opportunity of entering markets
which had heen previously denied under the old C.AB.
systems. By the end of 1979, Houston and Dallas both
became large hubs for TXI routes to Mobile, Baltimore,
S1, Louis, Kansas City, Tulsa, Oklahoma City, and L.as

ing the heavily traveled “Texas Triangle” with low fare
service.

This was an miensely ]nca1 affair Southwest A\rllnes

dunder the j of the Texas A -]

C ission. But whereas American and Braniff, for
example, had many nrher avenues for market dewlnp
ment, Texas | s market was
thi Lone Star S!dh.

Lorerizom

tomatchth

ide Texas, Early in 1977

Vegas. Dallas also received Los Angede:

Houston became a Texas International foreign gateway
to additional points in Mexico: Guadalajara, Mérida,
Cozumel, and Cancun. Some of these new connectians,
for example, to Tulsa and Mobile, as well as older routes
to Wichita Falls and Brownsuille, were deleted within a
few months; but such flexibility was one of the advan-
tages of the new derequlated system. In the old days,
both the additions and the deletions would have taken
years to accomplish through the C.AB. procedures.
The Btigation costs both to the airline and 1o the govern-
ment agency would alone have been a deterrent.

Peanuts Fares

During the mid 1970s Texas International met with
increasing competition. Although some of the certifi.
cated carriers were deserting the Texas markets, the
intrastate carrier Southwest Airlines, directed by the
remarkable Lamar Muse, was making a killing by saturat-

the famous PPanurs fares launched an air fare war con-
ducted with considerable dlan, To the and
often to the amusement, of rival airlines, the Peonuts
[ares were sel at about 30 percent lower than coach,
There was mixed reaction. Texas International lost some
revenue on routes which might have supported the
coach class fare; but it claimed much more from newly-
generated traflic which might otherwise have traveled by
surface transport, including the automobile. One indi-
rect effect was that it completely changed the old.
fashioned T.TA. image to that of an aggressive airline
that was not afraid to make courageous marketing
decisions.

Such was the success of the Peanuts fares that it
started a new trend of low discount air fares throughout
the LS. In the past neither TTA. nor TXI had laid claim
to any significant innovation, although it was in the fore-
front of re-engining lhe Cnrwalr 1wm Nw. Texas Inter-
national, by launching the first of th fares,

a7



wasan i d da place kor iteeH s d

airline histony.

Chanehis had been i 1 Ak 1 ¢ i
offr.zr late in fgust m Imt with Frank Loranze

Ons Augnat 8, 1950, Tewos [ icnak X 120
e Dot Douales De-9-30s hiom Swissair and Austrian
Airlings at a cos of $135 million, This wm\wd oul af leak

andch officer, ax wel]

28 being pragidant of Taxae A, thece was no daubt as 1o

New be adred on i banis.

1ha $7 million per plame which, sl by on the
high side lor an puerane twin-endined, depecisled e,
wt nevartheless v gnod barg=ing niheal:cmﬂh-dbwm
saprer by et tattwed by b of the most ighl

O January 31, 1961, wathowt much ado, Daltas as well as
Houslon recaived direct senvice ta the Yucatan resort
to taks

of the boaming tours

airlizars in Europe.

Organizational Changes

An importanl $1ep affeching the corparats strangth of
Tenas Inlernational was Imde w!.rln 1580, when Texas
Bir
ma 100 percent ol Texu hlemalimo.l l.o-mzo had
e 1o the Civil A
the Naw ork- Wuhm@nn air ghuitle market. Froedom
of emiry of d aitlines fealure
cf the Afrline D&mgul.emn Act, Accordingly, 2 ngw air-
line, New York A, ry Texas Air By thi
Lorenro enlered The dense interciy mnrkeﬂ ol the
Haoriteaet, New York Air cpened a New York (La
Gmﬁn) Msghingtan iNnmnal] lhntl.h sa-uce om
D 19, 1950, the well-aetablished
Eastert Shuttle, a4 iter added furthar rwmtomh«
rastern Gtivs.

TriJurve B0, Tewas Air became the parent corparation
of Texss hternational Airlines in a sharelor-share ax.
change of stock. The yrar 1981 witnesaed further cansal-
idation and expansien of Texas International. Harey T,

trade tthe MexlcanCanbbean Mew services began on
the sama day from bolh Dallas and Houston 1o Minne
apodia, while Milvankee became a Te:as Intemationai

April 1, devel i hava bean
beyond amaone’s magination in prederequiation days.
The airline went on tg give further evidence to justily the
“Intematicnal” part of its name when on May 21, 1983,

service began frem Houslon ro Letaps!ZRwatanen,
Mc;‘l?auilo antd Puerip Viallarta, on the Mexican Pacific

Hemceforth, howvsever, such develaprrents were minor
ftemma in the chronology of TAJs affaws. Within a ew
months ol its inoorpotation, it had, by the end of 1681,
nerjuired 424 the sdoch of G il
Like the proverbial cloud no bigaer than a many hand,
this signaled distam storm clouds ahead With the
Mabinmpl Airlfines afair Frank Levenra had tasted the
flavor of irunk airkne operations, had 1ested the tomper-
ature of the corporate walers in thai arena, and found
them Les bia liking . He was now preparmg (o take his piace
23 gne of the mogt controrersial pargonalites in the
Lirited States airhine industry, 25 he embarked upon
anather corporate venture which shook the entire LLS.
industry fo its foundaticna.




Born Again

1982-

An Airline in Disarray

A b s b kg e e Conliomind
prescancy had been dtfoult n 180, George Warde's
P s wel sigh imsouahie i TS6L He 100k tves

# Cimtrenisl

mrmbecessor’s tage: death, and be must s knows
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ul_;:_um-wupwmm

mance, which Josarmay time, punctisbty, sed
e gl gain & bmgerany
iheantage by inttoudocing 4 few, Savier, ot laeger type;

g it helt
O the &3 yars of Risbert Six's mrkedsbin, Contin

s

ookt
Bu proed, B T Bers achived by Dol What |t Did

e intmsatty of Continentalk spproach in this respect

arem el




Anspan Foed s eyt “Throughonl ies nistomy,
it puegued mavkering staleges whweh pramared 1ha
Cumpar: a:‘lu:!nn[ o oo B o1 L LLE.
m)mulk dustey Winile ral weensaaisy the first with a
the lacrching of coach fares, for
] Wiy a].my: abirgast of M lead

. e
check in desksanthe anpr;rrc. e [ m-\"l LS >ur'oous
Al e wital staces in B procesy of seliing Hicsels Lo
- * peaAr e Al w e gk e bed
,,u,\cralv, and they seoduced cetulis,

At the 2ame el aperational v c e
uriys g vl charord o Ausing I thosmes -cl,

wise have puzsied except cooperation »ith lewns [nter-
naticmal. Weth coste as high, #f not highez, 1har any airkine
e irochus tey, he sradl, almast lom Bog 1o boltom, were
ill Zairing more remuneralion Yel walfic was dangar-
ooy noar slagratar. ; oeant, revenue rates were docl

tem" gJ_y fh-.,r

R0 e
auen altor a.lrmanw fir abont SEROD0000 1 specia
aaitis, Mow, the 1981 Sewres revealed a ne: Tnss ol
SH0.A5E 00, even allve labang credil for 0,000,000 10
smecunl gains.

Loroneat action insecking comt ral miest havestarre mad
fam wn irburr: demee [u seek dwer mew challenges as 2
weng 1 hle Havieg Iransborted ron aiiing aitlivs, Tawas
[mieemalicnal, frocz o bases o winmw, b o hogisgn e

o o, ft i waa 1he K

martenanee spstem Disoponed etheenry m u'.‘:.] arRas

ul rouline mnlenance and sverhal,
years of Stan Shallo wer

i back o the
Iranslated. into lewer umn

ion o gand sreenues ard low cosls had
well thraouagh W piears Hut the ;
bem hugnm—g I r-w Wim was tha thic margr_-. had
‘secume walvr thin. b prederesulation devs, e uni
Touenue r«lvs enmed by Con rrr.«l urrre nat subslan-

M
anez ad maduall-- Taugh ur oy launching ma‘.ﬂ:lmg
sehemes of equalelbectivaness. Coets o hed nuhed up,

cos of matenals; and the intense loualty which das
releried in the averoge ‘uraevity of the empluyes custer
had an urtarsunate eftess. (.A:\r'tmen 2l% nwerage may

Iy becawse of the
serlliority of its stall. Furdnermore, as with e cummer-
ria. promotsen. the shial airtines hod become os efficient
s Contmertal.

¥+ Coptinemtal contnuer o add semvces o am
sach, wenk T, . not 5o much s:mply to ¢ spand, dut
er 1o buid o defensible route slouctase around
Trenver and Houstar, whie theve was siil fime. During
e Tazler par of 1981, savcn more cdies were added w0
the domeste network: Salt Lake City, an Senlember I
Transacols, an Oriober 1; MNew tork fLa Guardil,
Louiswle, and Green Bay on Oclober 25, Tampa and
Drianido on Deceniber LUne athecimportant deslination
séded durng the pear which was sotennally prohrable
wigs s soconc Austraban city, Melbowme, on Octaber 23,
Bl lesst the revenue fabes pe: e on indemat.oral
Touier, combined withthe low anit operating coste ofthe
DiZ- 45, heic wut hones o2 hrea.ng even.

Mesistance w the Frani Lovenzo take-over hid ended
o Movember 23, 1961 when, wath 50 8 percentconcrol of
Ihe %30k, the Tzxas tnvasion was mewocably cormphate.
“The Conhineneal board of derectors “coneuced vhat it
was in the best inrerests of the company and ‘e steck.
nolders to oease rrsstance. Cartinentals board elected

giart prolden; when mary thocal we bager han Tueon
anprme wlse capld Damle. Bue wers e Tiote dowht 1her,
Lal wrowial b dicd
e by ke fonoes of compertnon oa

ru guarter guen, T
reonuniE: athantage of sheer sl andd e e airloes
fthroogh toe eronomz s al emplogang lawer paid slad
and sehectively Chucmny unly Ge st rodivs unwd
compeie) both of these groups sere sauviang Crnt
renty ot of iz protected posivon. Of sl the ronk
nes ot the prederuqulated era, Car

Ihe most wlnw.«l—le It had na: hu

coste it rocent vears g dic Norlhuwest, Morew, gy, Py
not bessed with aroute sywetemim a less o pet e aree,
af thrcrzntry, aswas DSAT s main traffie cemdoer was
‘vetwern Califormiz and Texas. These Lwo states were (he
hames of severzl intra-stale, low-fare arlines, anc theee
o themn, PSA, Musedir and Soulbwest, mowed with
zlacsin n uswp Conticenlals bisthright

Birds of a Dilferent Feacher

The: King ie Renael; I.n-.g | 2 = K ng' Tralradd -
ol proclamation nupyins e iy el thie reslm
way 16t exac byl ies The Gase cf the bwo slrons person-
alilies :ngaged in vhe transfer of posss? A% Conlinerstal
The twi; mizn, Bub Six, retinny after 43 vears of 2w bolm
Al age 74, anct Framb [ azensp aged 81, tanmg guer
P rcns ablar anly 2on wearsine harge of agmaller arhne
were on illerent 25 chalk and Cheese.

Sk s exrauert, sefonnkdgnt, and agarewas A
large: s in cogmy sense of 1he term his [3hausoe was
ek, surnetines profene, The wllen impaulsie sctivig
whick ard he
had the aift af inspinng and st-muhng hi at Con
trental, He did nol suller loals alecly, and ler peule
kmeaw af his displeasaee in no uncertzn ferms He wasa
man of his ward, k. cluc:anl'.cadrm;mbtakes.:-lewas
much resmecled 1 t i

ad

three Texas Intermaroral Airline raminees to the board.
Jokn Robson, a tormer CLAB. chairman and deregula-
tion advocate. was one of thes, fAn pojectve review of
lhe aitli~e’s positon n late (78! raises the queston as 1o
whias pulicy, i anw, Ihe Cardnental érectars miznz othe -

Ly

1 irgeght, bt for ks clen coursgeous stand
agamsl what he perceived 1o be sell sereny cant by bis
peers, Woraing wath the requoaled system Lhrousghoul bis
rerie af office, he wes mona ofen ngh® taan wrorg, He
Frughl 2gging airine Jeregulaten (tom the moment that
sprcher 1eared s head, His siend on this subject wos o
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Costinentd- TH[ Mrrger, 192 Afice a bittery-dispoied merger, the yuruiving Continenisl Aipines became n maor ironh witfine,

much inatinetive as anahlical as be had never shamned
Competiton.

In canteast, [oranzo was a more prhate indiideal.
While Sixc w:u.ld make an mbutive decisom, and act
irppetucusly upon i, Lorenzs would anslyse, consider
the options, dissecl 4 problem inlo ils aseential parts, and
vath careful Gming, acl with surgical precision and inci-
siveness. Wheveas Six apubd react vehemnently ro criti-
ciem, real or imagined, Lorenzo woukd show litde signoal
autward irritation — although his subsequent cowrss ol
ackion woukd reves] that be had notignored the corrunen-
tany, Six was amost married to Continental, but his
domhe Tammily We was patchy sod only after twe fakee
sterts did he bnd & partrer m life whe understood, raler-
ated, and supmoried his i stile. Lerenzo, on the other
hand, is a dedicated and sensitive lamidy man, napite ol
inlense precocupation vath the clinical diagncais of the
tinancial illa of the companies which he leads, and 2
dedieation ke curing thei aibnents Sin was an autocrat,
runring the sivle almost single-handedhy, whils Loomes
respecied the crganizationat Ilnes mare and delegated

ifity b hig trusted
Bul in some respects, the two men were alike, Both

warg man of then respechive times, Meither was atraid of
mar or beast, | or banker. La 3 nak
have applied his special skills effectively during Sivs era;
and the reverse was also emphatically rue.

The Big Merger

Doy dudy 13, 1982, the slockhedders of Continentod and
Texas Al Corporation {the parent company of Tenas
Trlermatianal) wated their shrima appwreneal af »mergar of
the lwn meamas 'ﬁw previous Mmcl\ a new (..unl!-

1w
Firel arehokder Toxis InLevnifimal
Oihclals lhen d.echred lhelrmtenhnntosynr_hmmze the
icient ved i

months baﬁumhand on January 25 - exacﬂy twp
mumniha after Cantizensl had declared (he fight ower and
elected three Texas liemational representatives 1o ily
board — 2 “peosperity plan™ had heen amounced, This
wma mrz e lor draatic culsin coxds ond siaff,
nued to ez the bbbl
Rebiect S s1ill mada frequent appearances at the Con.
tinental offices. His influence on ihe direction of the

n



airlinc’s aflairs, housves, had eusparated.

The meratr came &8 w0 surprise, Observers of the
UG, airkne scene had been under no Wusion 25 (0 the
plins for fhe ate of the jont eperation. On fun 1, 182,

L
with almicsl idenlical covers, with the dogan "Toaether
We're Evern Bortor™ Thee traagy newide sheneedd the s
ks neatly i d, dr lzing the bwe
intermivy hub sysims of Dyower and Houston,

In Augusi, an seroerment wilh the plats wes resched,
rationzNzing the twa conlracts, and pawing the way for
other | jom — at keost that
wepes The iotert smd expacinbon. In October ™82, the
Fiancial rretaer was compeeted, mdertheehaimmhip
al Frank Lorenzo, Even though his Texos |

baBeed st furlher oosl-cutling, and crisis poinl wes
veached.

Breaking Point

Aa the ronithe of 1963 went by, Conlinertals finances
gregressively warsened. Duing Juby, Augugt, and Sep-
tembey, the cotnpany® keses axeeeded $50 millinn. By
the end of Septemhe, load lacmrs had dMMﬂ to ks
than 4 pervent and {ha ai
adwﬁsthemmwmumhsmmmwme,mou
pmilable in the airline weat, the praspects lot the kst

estimated thal the five mrs 1571583 produced &

had been he driving force bebind fhe memer, Continen.
13l Adrfines rernaimed 25 e sesivg name, This was én
indication of the Lorenzo approach: thees was no ques
hon 3 b which wos the thore morketable a5 o notonal
product, Targe dhough dhe name of Fexas mav have
leamyd in the Larg Siar Starg and o it neghbors. Had
{he postkon been reversed, Bob Six would probablyhave
wmvented & new vame, hed tha eat of 1K sworah
sepainted, togeihis: wilh all the ancliecy qqupnwnt ard
office buldings, and

loss, before special ilems and sae of assats,
ot half & bilian dallars, mere than a quarter of which
woukd have been sustained during the last six moalhs of
1982, The chancer of gurvival without 2 revolutionary
change tn thie ¢nline cost and Tevenue sruciure of the
Bl waene ex] to on-exisient.

Ting airling was laced with a Hobsonk cheies, I as in
1he guod old dmys before derequlation, i ramed faret In
incremse revenue, people would simgly Moch even more
fo tht Tew lowebudaet airings,  # lowerad fares, the

irem [he tickets Lo the toilet vuls. Lmenm's chaice of
mame woa abio a wign of his respect of all that the Coni
menkal e stood kee: superb customer sevvice. Fbs aim
wak 0 reind this ibn with il disci-
phine and fmenciat acumen,

The eflgztive nperational date of thi new audine was
Octobser 31, BE2. The new systerm wis budle around the
former iwdwork of Confineatal, which was te Lrwer of
the fwm, Duplicabon of roules uns elmngted and new
poinls were inherted lrom Tenas Mternstional: Cleve-
land, Mk Hartford, Guadalajara, 5t. Lowis, Jack.
somille, plus wwni points in Texas Oddy enough,

d by C: i, ard ricw

thoss last b
rejoined the spstem, New domeslic destinations were
added: Great Fols, Bdlmgs, and Rapid City, while Mara.
caibo snd Carscas, Vene2ueld, wece piched up as South
Amzrican destinaGons, as a fallout Irom the debris of the
Branifl debacle. The interchonge serwce In A]aska
which had been a casually when the Conti

lerwel, abready imprachesbly ngh,
might o Tudicrowsly beyond the maximam capacity of
ihe awcrafl.

Lreal

tigh
Mah, & mazer etement of which was laboe Almost like 2
et Ernent o | st >

=aught to amellarate the poautiom thmugh sesaizbon
wAth the sialf, in s effort to incresse prodectivity and
TR WHRE.

But 50 strong way the reusiance that, in respanse to
0 offer by Continental 10 valge wages by 20 percant in
wwhangz fol a o1 perrent incrgase in productanty, the

of Mechanius {LAM) went on
strike on Avgust 13, 83, By this time, Continental was,
n 2 peak sumnmer month, Toamg ball 2 milken dellars s
day. Clearly the wnivm lerders were out of rouch w|lh
radlity, a5 ibe i Turthng d: okl

Lorenzo mode one final sllempt Lo rescue 2 smkmg
shm On Ss-planher 14. e proposd to offer stock w

Weslern talks had fallen through, was resumed wie
Alaska Aiddines, interc hanging at Portiond.

Thee new airling was impresaivic. s feet consisted of
117 awcrah of only three basic npes: 13 MeDonnell
Douglas DLW {11 af the Dash K and 2 of 1he Dash
308, for Packic operations); 60 Boeing 7276 {45 of the
2008 and 15 of the J00s); andl 39 MeDenegll Dooglas
BE9 (22 Dash 304, 17 Dach 1), Tt roule system
streiched to lour cominents,

Larenzo and 1he managers he installed had a hght on
thelr hands in mare wags (han oiwe. Continentalk -
nances had reached roclebottom, and only the moat
austere appnoach with latatibe sial
culgand wage reducfions, wonk] have the shghtes etfec
sn reducing the chronic deficits wiich piled up pwery
triomib Dnly cignificant mpu-uvzmmls i produstivby
rould tathe Bulas BB moved
it 1983 and Condimental Airlines made preparahions tg
mowe ts bage frome Los Angekes Lo ita langest operating
hul, Houstow, logses mounted (0 record Jevel s, unions.

2

) \mlh :vmf‘! shanng. Asa
'bnnus. Eour milli would b
o purchase eight milkon at 85 percent of the ekt
price through payroll deductions over two yuirs. Em.
pioyrees would recense 25 percent of the sirlines profils.
The plan would result in the employees owming 35 percent
of the common sluck.

This offer was conditianal upon an across-the-board
agyeemeT to reduce wages nnd salaries, and o incresse
productivily through Jewer holidivs, kss vacation time,
and other davices. The total cosl savings were estimated
a1 $150 ruflian per year. O this amount, $30 malkon soold
be required as concessions from the clencal sialf, ageris,
ard manssement, and ¥20 million oro ihe 1AM rapre-
sented emplayees. The remaining $H0 milon was Te-
quested from the pilots and ighl aitendants.

The deadline for the proposed plan was et ol Seplem-
ber 19. Stephen M. Walt, wha had become president and
chief operaling officer of Continental on December 1,
1987, resigned on Seplerber 21, 1983, Phil Bakes, a
Eproner Texas Air official, was alecred executive vice pres-
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ident and assumed the duties ol chiel operating officer. mige, Lovenzo took drastic action. The medicine already
Frank Lorenzo and his team took the responsibility of offered had certainly been unpalatable, But if the patient
trying to overcome |he massed union opposition, With refused to Lake il as alast hope to cure a chronic ailment,
i reddiness on the part of the pilots” union fo compro. miajor surgery was the ondy alternative,
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ta Anchur aye, Fais kahks, Frcihae oy

Confioental Airemas Before “Chapte 107 195 The drvas tating efisc | the measmes bohen b ac e dhee sansdad of Caniimental isddky

illustrated b, 1hit map and (he ane on tte Lullowimy page.

Chapter Fleven

ALE o Satutdey, Seplember 24, 1983, Curtines
tal Aulme rased ol dumestic aperetions, s il filed
wsdér Chaptin 1 ! thee Facoml Bankruptey Coda o
e gani g Lhee company, T‘ 4 [iling was made under the
aurscheinn ol the [ &, Fankrustor Cousl. Soathem Dis-
17iet of Teans. Twinthizds of the 12,000 pmployaes uate
Tz lraugthed, St‘rvw across the Pavif, and 1o Memcc

-zed for the

wr 11;
ré s nrhalhway nrocedury. Theresno Chapter
c (‘(.ln‘\‘\an!r vl h.m: Seen o £l taanin shovr

i sbep het not heen taken. Continenlal

cw}d (IR A Gedgo-nq out of business altngether

khalders' sty whic lase to $300 mition

M 19?‘) tiad duandled ta less rnon B1 mitbon. Commonr
shockhokders’ equity slood a: mirus $51 midion.

On Tuescley, Septemiber 27, 1965, Continental Sirdines.

‘P%llmﬁd dampestiz opershions Sxcept fcll the Wf‘?"dr(’

0g
b (e nusnlang Urdted ‘-|a|e= it

weruer only Dz wiws, cu.rnpr.rLJ wanl VB Hhe arevious

urtek. 18 nue aer < from. 120z 3,500
20 Wy emvept fur dwo on e Pacili tocle, werz
TN wned MY

groumded Hal of the W00 Bovng
e parknd an Fhe Howstar ramp

Tz &n avempl o restore public patrenage, and the
gouwd will v the trovel sgents hwixa had almast ceased to
bnak customars on Cannnenta’ lights dunmg sne days
immediaiely before te bankrupley Hing), Contic
offered atour-daybaraar hasement rore ol $94.000n any
st segmant;
laler extended t Oetoder 22 Sume saw s
pelicy as 2 desperate it W0 abiract passEngers to
Conti . regardbess of consderaticng, [n
fact, the lares package was the other had of the eco-
THEMIC SUATon.

Lorenzo had ence steeted Tewas Incernctinnal puc-
cessfully <hrough :ts fnancial preblems partky by the
dlaring Mearuts experiment ir 1577, and in so coing, had
estanhshed hs place in airine hisory. His innovative
Duhcy then was comparable with a previous precedent-

break n emihodox fares podicy. Ln (B, R
ael, prezident of Capital forlmes, had revelution.
zed aarline tavill struclures Thesugea the 4 5. oy e
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Interehonge scrvice with Aksko Airines
o, 14 Ancharoge, Falfbanks, Prudhse Bay

5'4,% N
2 % .
AEGD mh‘l
Contmeninl AirRnes Ahier “Chepter T 1963,
wndraduchion at the Nighfhawk cosch farcs. s with Cap- line d I by Condinen-

ilats experience, the Peanies fares had beer matshed by
every competiton, and the so-calked deep discount Lanes
lied h 3 3

Tow, Lo

that every airkine in the 1l 5., with the protective closk.of
the €.4_B. vemeved, would have 1o come to terms with
the new tarilf structures. The doors had been opened to
a new breed of airline. Confinenial had the fkes of
Southnwest, MuseAiy and Peonle Exnreoe et Lo tren:
g Pan & wilh it hrikad Rriffs)
bruwaihimg duwen ils neck with low fares, while (the ndu sty
afants, United and American, weee major competitors
oul of Derwer and Texas. There was no (ime to Jose.

The Ultimate Clash

Labirar-mamnisyemwrd colabons in the United Slakes air-
Livwe: nwduestey ane shill grovermedd by the Roduwey Labor Acl
pasted in 1926 (i at the The Air C
wat enocted] and spplied bo the nirfnes irom 1936 an-
ward. The pomary assumphen madein fhe apglication of
the lerms al the act was that it would vperate in 2

business
pasaing of t‘ne aifine Deregulztion Act in Octnber 1977
e this entirg Iramework ineg 2 anachrovieen. With
fares inevitabiy plunging in a ee market, costk had to
lakg a mmilar dive, and thame costs induded Labor.

Crrtain unicns, himwiver, lelt Ll they were soiehow

1l to hring the sidey tonethver had met with procrastina-
tion, I niot absiruction. Both fhe Ak Lice Flots Aaasgcia
vion (ALPA} and the Union oi Fighl Altendants {(UFA)
declimed to meet
tiveis on the very day when it filed for banksuptcy, after a
clear warning that such a draslic slep was imeminent i
something could not be done at the dewenth hour.

“The pilts” wnion, ALFA, became the focsl orsanization
e hw wniain side of the dispute, Whils the other unions
were i much inuolved in {he basic izsue, none fought its
case with moce uehemence than ALBA. Cantinued
adlenmis by Comiinental 1o mael the uilots for discus

ol

=ons, 1o the Sap
operations, were mel almast wlthcr:mtempl Finally, atw
meeting on Seprember 30, the attornes for ALPATler
natinal, serving as chief spakesman lor ALFA, began
the meeting by laying dewn four precondibans which
TIATIE SO NIy Ngmh\‘m wﬂd have remcned cut
hand. [n the even, C pled the
1hovs wilh oply minor enephuns

Ths Barshe Issues howevar, were the bdldly scales lbe
wrar
oy feced — and the privilegas which went wlth the job.
Continental woposed a package which ALPA had
recently accepled frum the banbaupt Brandl Airwews,
bt this was cefused. Al FA apperarcal o hove another
course of artion in mind,
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At 2a.m. on October 1, 1983, ALPA and UFA went on

slrlk; The murnmg rumspaper: carried large unmn

a public support. Picket:

at the Houston Intercontinental Airport at 7 a.m. the
B4 MOMing, carrymg placards and distributing leaflets,
urging passengers to "THINK TWICE” before flying the
New Continental Airlines. Apart from rhetorical state-
ments of the obvious, neither the placards nor the leallets
explained what the pilots were siriking for,

The first poststrike negotiations were held on October
6. ALPA representatives would not present any definitive
propasas, and Continental indicated that, in their ab-
sence, it could not continue further to waste its Hme. On
October 7 it issued a new pilot employment policy. The
terms were better than those already offered by Branifi
on June 22 and accepted by ALPA  Basically, they
offered $43,000 a year for a captain, $28,000 for a pilot
officer, phus a heaith insurance plan, company-paid short-
term disability, profit-sharing, stock ownership, and
work rules which had been standard throughout the
industry for decades past. This stipulated 1,000 hours
per year on the flight deck, although Continental pilots
had habitually averaged about &20,

In spite of ALPAS attermpt to portray the pilots as
victims of a wicked plot 1o deprive them of their ivelihood,
crews and cabin stafl responded to Continental’s offer to
the extent that the last day on which any schedubed flight
was cancelled because of the lack of a complete crew
was October 8 — the rjqaflw lhn. nmnpﬂdmap[qymnl
peolic nd fight
as instructed by the pickers, thought twice, and then
turned up for waork.

e naxt week was stormy, with claims and counter-
claims ricocheting back and forth between the two sides.
On October 11, Continental sued the international or-
ganization of ALPA for $50 million, charging price fixing,
refusing to bargain in good faith, and interfering with
nonstriking pilots. This last was a mild description as
there were reported incidents where physical vickence
had been used, reminiscent of the custom during the
dnrk days of the Depression 50 years previously. Henry

Dufty, pressdent of ALPA, made an um:Dmpwmlsmq

against Conti d $10,000 fines

an members who crossed the picket fnes, and offered

Incentive payments of $3,000 or so to striking pilots.

Continental claimed such action to be in violation of the
Railway Labor Act.

The Air Line Pilots Association finally madeits counter-
proposal on October 14, 1983, 1t called for a temporary 7
percent pay cut from the previous salary that would
reduce the annual salary of a senior captain to $100,000,
with a projected retirement income of between $60,000
and $100,000 per year Including profit sharing and stock
plans, ALPA wanted a guaranteed equivalent salary for
senior captains of $150,000 by 1985, It also filed suit
againgt Continental for $100 million.

Whether or nat the timing of this proposal was related
to Cantinental’s plans is not knoum, For the record, it
came the day after the airfine, in an effort to stimulate
traffic, had announced a new range of fares, to be effec-
tive on October 23. Examples of this fare structure,
reminiscent of the Peanuts fares of Texas International
six years previoushy, were $125 Denver-Los Angeles and
$150 Houston-New York. The difference, however, was
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that these were first-class fares, and were in striking
contrast with the $382 and §384, respectively, charged by
the competition.

Knowmg throughout the pc-nod nd crisis that (_nntl
nental A d, and was
desperately {uhts fife, the ALPA proposals seemed com-
pletely out of touch with reality, and arguably designed
deliberately to prevent any reasonable compromise solu-
tion. Mot too many members of the public were to be
found who whale-heartedly supported the ALPA case.
Indeed, Continenta! Airlines was easily able to recruit
stalf at all ievels, from mechanics to plots with more than
20 years experience al other airlines. The majority
seemed to take the view that the questionable insisting
ona prederegulation way of life was not worth the agony
of unemployment, and that their cause was better served
by enthusiastically helping the stricken airline to get back
an its feet

The Long Road Back

When Continental resumed service on LS, domestic
routes on September 27, 1983, the map of the network
was strikingly different from the one that had been so
abruptly terminated three days previously, Concentra
tion on the twin hubs of Houston and Denver was even
more emphatic than it was belore the shut-down. The
two cities appeared almost isolated, and the nonstop
Houston-Denver muu was the nnly :Imh between the

twor, All B i-stop links, via
such points as Little Rock, Tulaa thla Okla!mmn
City, and others, had di 1, Important

centers such as Dallas/Fort Worth, Boston, Jacksonville,

Chairman Frank Lorenso and Pn-ld- t Phlln.lw-hnumd
during C

; news
record profits in the second quarter of 1984, less than a year
after filing for rearganization.

Phaoto by Walt Frerck
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Exhibit K.

Miami, Indianapolis, Lousville, and Portland had been
temporasily removed. Cites in west and southern Texas,
New Mexico, Arizona, and Nevada, together with ajl
those north of Denver, except Seattle and M

time diluting the hub traffic at Howston,
This skeleton network was the start of a long uphdll pull
to rebuild a shattered airline. At the end of the first week,

were no longer on the Continental map, af kast lor l‘w
time being.

Of all these deletions, the most surprising fo outsiders
was perhaps Dallas/Fort Warth, which had once bees a
ey Continental junction point and access to which had
probably been the main reason why Robert Six had once
negotiated the merger with Proneer Air Lines. The new
policy, however, was matched to immediate traffic expec:
tations, not to tradition. Continental could not now,
while it was desperately struggling to remain airborne,
afford to indulge in the Juxury of longterm image
building. Dallas/Fort Worth was the headquarters and an
impartant hub of American Airfines. There was no paint
in risking a head-on batthe for traffic there, at the same

G 1] was ting only 39 percent of its former

But ficantly, this was
being operated with 400 pilots, or 2B percent af the
former roster of 1400, Furthermore, the average cap
takn's salary had been slashed from m.ooon,\m,m_uz
by almost half. Continentals new breed of fiving crews
were thus operating, in cash terms, at about two and a
hall times their former productivity level. By November
15, when access to Portland was restored, and frequen
cies increased on other routes, Lorenzo was able to state
that Continentsl was flying almost 50 percent of its
[Omu\:: capacity.

d. On December 16, when a
two- larr pricing structure was introduced {retaining,
howewver, the low fares in force soon after the launching of
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the “new" airline ay the “off peak™ levall, Denver was
once again Enked with Sall Lake City, Colorado Springs,
and Mirmeapolis. On Jaruary 4, vecetion Righta ta the
Mexican Pacific Coas| were sugrmentad by a Bouston-
Dbetapa route; and on Janwary 15, EQEd Crenver-Phoenix

The Public Convenience
and Necessity

During l.he abragive exchange of arewsbons which

and Houeton-Mi d Conti J
mﬁMSSpermolltsm
Throughout e cemamder of winter nnd. mtn spring

and aummes, Continenilal continued its rapid rebuikding.
In February, Omaha wat brouaht on kine, whike Detroit
and Phiedelphis jomned the airline’s domastic system on
March L, By April 1, when Mefllen, Texas, bacame part
ol the Continantel nelwork, the aidine was flying 85
percent of ils fyatemride capacily.

I Jdune and July, Continental added five damestic
cites - Akuquerque and Onario, Calfornia, in June
and Dallas/Fort Worth, Boston, and San Jdose in July
—bringing the mumber of domestic cities served t 4D
and pusching capacily (o 107 parcent of the level flown
prine I nsorgamizing domestic opetations nine months
earher Pensacols service began August 1 and Miuraukee
and Cmmnnau wara added September s

the pemind of
neiwork, |he overseas Toules continued witheut mier.
rupdion and evan orew during the frst 2ix months of B84,
0On Morch 18, Continemtal initinted nonstog sorvice
hetween Guam and Tokyo and 1hen Fallowd that wilh
nonstop flights batween Honoluly and Guaom on March
31 To feed ihose routas, lbe mrlm than added a San

thraugh
Homnlul to tha South Pacific more than doubled Con-
tinendal's Pactic serdee. Bul themlermhmnlupmsm
did not end with the San Francsco conneciion. Cm duly
1. Cantinental added service io Hong Kong and Taipei
through Gusz
The increased Pacific serdce required the acquisitan
of more equipment, atd during the frat part of 1984
Coninenlal scouired twe more long range DC- {30z, a5
well 25 A alvirl tarm lease on three MD-B0s Eoe demenate
sewvice, The DC- M not ondy increased the ziffine’ pus-
senger capahilitics m the Pacific region, but provided
additional cargo space Lo that area of the warld.
Rebullding Condinental during the frst patt of 1984
brought lnurugn:nllepl and emplyees Closer 10aether

emplayees became an mtegral pert of the pirkne’s opera-

hors. And at the same time, Continental manazement

ok steps ta ensure thal employees wouldsharein (he
ith i P R

and stock ownership plans were created. In addition,
specid incentive programe werg 'msiilulsd =mong non-
alrmed al

ot 10 the K !

N'm‘hrxg, however, improved employee morale more
tham the mews thal in the second quarter of 1981, kas
than a year after filina for recrganization vnder Chaptw
1, Continenial Airlngs recorded a net profit of $04
millien — the highest in five wears — and an aperaling
nrofl of £37 million — the hiches! quarterky operating
pralil in Canlinental’s hislory, The quartesly profic 2l
meant 1hat the ankine woa profitable far dhe foat sic
monthe of 1984, And Chaktman Lorenzo vowed that
Continental would b in the black when the books are
whosed for the yest
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he bitter fiaht between Continenteld
management and ursgns, the wobce of Frank Lorenzo
was rruted by fann with ather spal From
both sides. Mever given taimpuse, and a man of caretully
chosen words, his ctaternent durieg the czigls weekend
of September 24-27 right have been taken fram a ezt
book on how tocome 10 terms with The peatderegulation
airkng world: "Continental pateruly ad vafianty bried to
use {he pegetisting process to bring coste down Lo
tedays marhelplace. Continendal owes i fo s share:
hokders, emph and, te
ke Comtmentst cost. mmpnmw and provide for s
future — & prodfitable one.”

Remarkably theee \wrds ware mﬂecmn of mur.h
that Tha Cnnl 4
wears of s control from 1938 1o 1978, when i conscien-
tiously tried ba caery ot its mandate “in the public con-
venignce and ne:essly Cam{ul mmmauun ol Ilse
CABX J showa thatit clearly
the waord “public” as brobeen down into thres categaries
h h ey 1 the mosted

lation era: and

Frank Lorenzo's hobby is leng.distance ranning, an
unusual and possibly unigoe leisure accupation for an
aiviina chblrmnﬂ But he and Conhnemal ang showmg

a eiffelt eourse. And whils, in the cbely staces of the
devegulaiion race, the Houston eirline seema to have
faliered], this has been kess throush Fatiaue than throush
B reret iy peapporticrunen of lemt strength.
Withthe dramatic Aresncid furnaroumd sasumed, neves

rreeda headlines told The story best:
[ o P, * Rocky Mk
Metws.

“The sirline thet came back from Ihe dead™ The
Australian.

“Comeback of & timmer Conlimentad.” Mew York

"Cotnllnznld Air Soars Above Union Turbulence,”
LLE. News & Word Report.

“Continental soars bobdly into new eta” Cleveland
Fluin Deoler.

l"n\u‘hna again szeE 8 !uhle. Chicage Tribune,

“C | worh i i " The Hous.
1on Post.

“Reborn Cantingntal earns $30 million.” The Derver
Frast.

"Canli | i ing awwiner." Busi Week.

AaCont d Airli e 50tk v
thera are sians that, far from being the "ugly ducklng™ of
the airtine indusiry 1hat it was painted in the fall of W83, it
B enErging once again as a “praud bird, " unashamed of
K3 plumade, and with supyeme confidencs in ws ability to
=i standards of excellence fov cthats 1o follow in 1684
and beyond.
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Pratt & Whitney §

The engines powering Continental Airlines’ fleet of
Boeing 727 and McDonnell Douglas DC-9s and MD-80s
are produced by United Technologies® Pratt & Whitney,
the warld’s foremost designer and builder of jet engines
for commercial and maltary aircraft.

Since its founding in 1925, Pratt & Whimey has
produced power planis for more than 1200 types of
aircraft ranging from wood and fabric-covered biplanes
of the late 1920s to the swept-wing, high-performance
jets of the 1980s,

Today, Pratt & Whitney engines manufactured in
Connecticut power nearly three-fourths of the commer-
cial aircraft in service with some 250 airfines throughout
the world,

The o s first commercial jet engir the JT3
brought the jet age to commercial aviation powering the
Boeing 707 on its maiden flight in 1958, Two pears later an
improved version — the JTID — was infroduced with
higher thrust and better fuel efficiency. After nearly 25
years, the JT3D continues in service today powering
707 and McDonnell Douglas DC-8s on longrange
routes.

Pratt & Whitney's JTBD, which powers Continentai’s
727 and DC-9jetliners, is the most successful commercial
jet engine in aviation history.

Minety-five percent of all standard-body jetlinersin the
world are powered by JTED engines. It is estimated that
every five seconds, a jethner equipped with JTBD
engines takes off somewhere in the world.

Since entering service in 1964, JTSD engines have
flowen more than 225 million hours — more inflight service
than all other commercial jet engines combined. The

Pratt & Whitney's JTSD-200 series engine powers Continental
Airfines’ McDonnell Douglas MD-82 transparts.

JTED fleet continues to accumulate more than 17 million
hours each year.

The newest and most powerful member of the JTSD
engine family is the fuel-efficient JTED-200 series, which

Continental Airlines' fleet of Boeing 7275 are powered by Pratt & Whitney's A THD engines, the most widely ised e ine i ial

history.
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have been in service since 1980 as the exclusive power
plant for MeDonnell Dougless MD-80 series aircraft,

The Dash 200 engine’ increased thrust, with lower
fuel consumption, permits the MD-80 to use up to 20
percent less fuel per seat mile then earlier JTED-powered
aircraft. Continental has two MD-82s in service and four
mare on order

The largest of the Pratt & Whitney engine family is the
JT9D, introduced in 15700n the first wide-body transpart
to enter service, the Boeing 747.

The JT9LI powers nearly %0 percent of all Boeing 747,
as well as versions of McDonnell Douglass DC-M and
Airbus Indusiries’ AJO0 wide-body alrcraft.

The latest addition to the family is the fuelefficlent
JTYD-TR4, an advanced technology version of the
JT9D-7. Selected as the launching engine for the Boeing
767, 747-300, Airbus Industrie A310 and A300-600 jei-
liners, the JTID-TR4 series engines offer a takeoff thrust
—or power — range from 48,000 to 56,000 pounds, allowing
aitline operators to select the appropriste power for
arreralt and route requirements.

ts ar ke the Dash
TR4 engine the most fuel-efficient member of the JTID

family, up to eight percent better than its parent engine.
Onatypical |,00-mile faght, for example, the Boeing 767
twinjet will use about 35 percent less fuel per seat mile
than the aircraft it i designed to replace.

To help airlines reduce the costs of operating and
maintaining their fleets, Pratt & Whilney is developing
threeall 4 engines that cover the
of thrust that airlines wall require for a2 least the next twa
decades.

The key to all three of these new engine programs is
the technology that Pratt & Whitney has developed dur-
ing the past decade. This technology came together for
the first time in the advanced PW2037 engine, developed
for the Boeing 757 airliner

The PW2037 draws heavily on technology gained from
thie evolution of the JT9D engine and the Energy Efficient
Engine program sponsored by the National Aeronautics
and Space Administration.

The 37,000-pound thrust PW2037 engines uses state
of-the-art advances in materials, electronics, and aero-
dynamic design to achieve dramatic improvemants in
fuel efficiency.

Compared to the first generation turbofan engines it

Pratt & Whitney's all-new FW2037 engire for Boekng's 757 transport.
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company headguarters in East Hartford,
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Pratt & Whitney's new PWA000 enine for wide-body aircraft will be avallable for commercial service in 1956,

replaces, for example, the PW2037 offers more than a 30
percent imp in fuel i a savings
equivalent to about $1 milion a year per areraft.

The technology incorporated in the PW2037 is being
further advanced by Pratt & Whitneys PWA000 for cur-
rent and new wide-body atreraft, including the Boeing
747 and 767, and Airbus Industries’ A300 and AZ10
aircraft.

Radically new in design, the PW4000 will offer airlines
operating wide-body jetliners dramatic economies in fuel
consumption and maintenance. This new engine, which
produces from 48,000 to 60,000 pounds of thrust, will be
available for fight certification in 1986,

The PW4000 will be seven percent more fuel efficient
than Pratt & Whitney's current best engine for wide-
bodies, the JTHD-7R4. The improved performance of the
PW400D will save airlines up to $1 million a year in fuel
cosis for every lour engines they operate.

The PW4000 also offers airlines striking advantages in
maintenance costs. For example, the new engine will
have 27,000 fewer parts — raughly half the number found
incurrent JTHD models. And the most commonly used
sets of replacement parts will be about 25 percent less

expensive to buy than JT9D parts.

Tor power a new generation of 150-passenger aircraft
currently being developed or under study, Pratt & Whit-
ney has joined a multi-national consortium, International
Aero Engines, to design and produce a third new engine

— the advanced technology V2500,

The V2500 will burn only half the amount of fuel of
existing short-range aircraft, and will be 14 percent more
fuel efficient than any currently available engine.

The V2500 will be certified in April 1988 at two thrust
levels, 23,000 pounds and 25,000 pounds.

The 25000-pound thrust engine will meet power
requirements for both Airbus Industries’ AZ20 aircraft
and McDonnell Douglass MD-80 series transports, It
also is a candidate power plant for Airbus’ four-engine
TA-11 transport, which is under study

The 23,000-pound thrust engine will meet power
requirements for advanced versions of Boeing’s 737 fam
ily and those projected for the Boeing 7-7 aircraft

Joining Pratt & Whitney in the consortium are Rolls-
Royce of Great Britain, Motoren-und Turbinen-Union
1MT'L|} of West Germnny, Fia Aviazione 5.p.A. of Haly,
and J. Aero Engines C
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Douglas Aircraft Company

More than Fifty Years of Airline Transports
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