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Sea-Tac

And The Airlines:;

~ What’s The
Attraction Here?

When Frontier began service to Scattle
from Denver in November, followed by
PSA’s new flights from California in De-
cember, they joined a growing number of air-
lines adding The Emerald City to their routes.

Deregulation is a partial explanation, of
course, but dercgulation alonc can’t explain
why airlines continue to expand their markets
in the face of a sluggish cconomy, nor docs
it explain their tremendous interest in Scattle
as adestination point.

And the interest continues. Froatier and
PSA will hardly be the [ast of the new carricrs
scrving this region — already three others
have their eycs on Scattle.

Cathay Pacific Airlines and Japan Air-
lines both want to join the North Pacific com-
petition with services from Hong Keng and
Tokyo. Meanwhile, a new domestic airline
called Pacific Express — which just ob-

tained Civil Acronautics Board (CAB) ap-

proval to fly a 26-city circuit stretching from
Tucson to Seattle — expects to begin flights
here later this year. (See box.)

When dercgulation began in October 1978,
Scattle had 16 certified carriers. (Whiie all
airlines must be certified, the term now com-
monly excludes charters and freight carriers. )
Since then, that number has jumped to 30, not
counting frequent charters such as Evergreen
International and Transamerica.

The routes of our old standbys have
dramatically changed — and are still chang-
ing. Nearly every U.S. airline with a national
route structure now serves Seattle. Although
Texas International succeceded in acquiring
a majority ownership in Continental Air-
lines, Continental will still operate as a sepa-
rate carrier for at least the foresceable future,
(And it is too soon to teil what wiil happen

with Western’s talk of taking over Wien Air
Alaska.)

National Airlines came and went by virtue
of its acquisition by Pan-Am but, interest-
ingly, no airline once here has withdrawn
from the Seattle market since deregulation
days.

Entering new markets in these days is risky
business, as Braniff International can well
attest. Remember those heady days right after
deregulation, when Braniff decided to inau-
gurate Hawaii service from Seattle with a
promotional round-trip fare of $997 Perhaps
more than any other airline, Braniff was
burncd by overly rapid expansion. Both it and
Continental have since retrenched in the face
of some hard economic realties.

Dynamic and chaotic are words used to de-
scribe commercial aviation in this post-dere-
gulation cra, and for many airlines the adjust-
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ment has been difficult.

According to Oris Dunham, dircctor of
aviation for the Port of Seattle, if the oil em-
bargo and resuitant fuel costs had not occur-
red, coupled with last summer’s air control-
lers” strike, some of the airlines which took
early advantage of deregulation could now be
doing quite well.

Before deregulation, explaing Dunham,
Seattle was isolated by reason of a CAB rul-
ing requiring co-terminating with Porttand on
virtually every route from the East. That addi-
tional 20-minute flight, with fuel costs and
landing fees, meant more airline costs and
served to dampen their seeking routes to the

Northwest. But once the [id of deregulation
lifted, Seattle became a rather attractive desti-
nation point.

Actually, the sluggish economy prevents
any definitive verdict on the overall effects of
deregulation on the Seattle market. It appears
that Seattle traffic hasn’t suffered as much as
other markets but, as Dunham obscrves, ad-
ding more domestic carricrs simply divides
whatever market remains.

And this, he suggests, is the biggest
paradox of commercial aviation today: more
airlines arc competing to carry fewer passcn-
gers — a shrinking pic with smailer pieces.
Somebody may end up starving.

Every bank can
help you find your
way around the
Pacific Basin...

..eventually.

Mo matter how you look at it, the Pacific Basin

15 among the most attractive areas for commer-
cial development No one knows this better than
the Standard Chartered Group and rio ane looks
at the area so clearly or with such knowledge.
Standard Chartered has been banking in South-
east Asia and the Far East for aver g century and,
as the sixth largest bank in Cahforma as well, cur
strengths throughout the Pacific Basin are un-
disputed

Whth mare than 1500 offices in some 60 cour-

tnes, and assets exceedng $36 billion, Standard
Chartered i1s both broadily based and geograph-
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The bank that goes further faster.
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ically diversified Cur customers know the advan-
tages of having their commercial banking business
hendied by the same orgarization both at home
and abroad They get speed and efficiency along
with the sound judgement that comes from our
vast expenence promoting international trade

The range of services available through our
Seattle office or any of our 67 other US offices (in-
cluding Unien Bank 1n California) s exactly what
you expect from any dynamic, progressive bank
the vision that accompanes the service 15 what
makes us distinctively what we are
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Milton Kuolt

All of which raises a series of interesting
questions.

Why would normally prudent cxecutives,
faced with the instability of an industry in
transition, aggravate their risks by trying to
capture a share of a new but shrinking mar-
ket?

Are airlines managed by devil-may-care
opportunists?

And equally curious, what do these same
cxceutives, whether shrewd or crazy, find so
attractive about Seattle as a destination point?

Horizon Air, a ncw Seattle-based regional
carrier, offers some local answers to ques-
tioms like these. It bepan operations in Sep-
tember with five weekday flights cach to
Yakima and the Tri-Cities — routes already
being flown by two other airlines.

Horizon was started by Milton Kuolt II,
well-known as the founder of Thousand
Trails, who felt that commuter passengers
would prefer some alternative to the small air-
craft which typically serve such routes, with
no inflight services except the opportunity to
peer over the pilot’s shoulder. With that in
mind, Kuolt bought and refurbished three F-
275 from Quebec Air to operate on his new
airline.

As Kuolt explains, before Horizon Air en-
tered the Scattle-Pasco market, passengers
had to choose between a small commuter air-
craft or a much larger jet which charged
higher fares and stopped in Yakima. Now,
with the more economical F-27s, Herizon is
able to offer the advantages of a larger plane
atalower farc. It has proven to be a wise deci-
sion, with Horizon enjoying a 75 percent to
85 percent load factor on the Scattle-Pasco
rn.

Similar  cost considerations  affected
Kuolt's decision to also serve Yakima, except
that there Horizon is trying to offer fares com-
petitive with the cost of driving, accompanied
by in-flight amenitics comparable to jet ser-
vice. The latter, according to Kuolt, is casier
than the former, but his airline is trying to
fine-tune its appeal to potential passengers by
offeringa fly-drive package to Yakima.

Kuoit is skeptical of formal market studics
as a basis for deciding where to fly. Instead,

-
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Horizon Air has relied on first-hand know-
ledge about the size of potential markets and
the competition’s prices and service, coupled
with a good business sense about how con-
sumers are likely to decide which combina-
tion of price and service to accept.

What's to prevent another airline, with the
same information, from deciding to jump into
the same competition, such as Pacific Ex-
press has announced an intention to do?

“That would suit me fine,” responds Kuolt,
“If we can’t provide a quantum improvement
n service, we shouldn’t be there. The mar-
ketplace makes that choice; not the airlines.”

Nationally, deregulation helped the com-
muter carriers, as the bigger airlines with-
drew from short-range or low-density mar-
kets, leaving a vacuum commuters prompily
moved to fill.

This trend has its local examples. Air Ore-
gon now flies between Seattle and Portland,
San Juan Airlines acquircd Pearson Air-
craft in October, expanding its Puget Sound
routes to carry over 80,000 passengers annu-
ally; and Horizon Air extended its system in
December to include  Yakima-Portland,
Pasco-Portland, and weekend flights from
Scattle to both Pullman and Idaho’s Sun Val-
ley.

As commuters thus coter more interstate
markets, traditional distinctions  between
them and regional carriers have become so
meaningless that the CAB has cssentially
dropped the term “commuter™ from its vocab-
ulary. Now there are simply little and big air-
lines, and the little airlines face the same mar-
ket expansion questions as their bigger rivals.

On aregional and national scale. the puzzle
simply has more picces but the 1ssues are still
much the same. Before it started Seattle ser-
vice, Pacific Southwest Airlines surveyed
local travel agents with such questions as:

® “Are there enough flights from Califor-
niato Seattle?

® “Which airline has the best schedules?
The best service?

® “Do your clients prefer Oakland or San
Francisco airport? Los Angeles, Ontario or
Burbank?”

Even in the face of an overall decline in

traffic, PSA apparently believes that expan-
sion now is a good investment against the
time when passengers decide en masse to take
to the skies again.  For more about PSA, see
page 18. The same is obviously true of Hori-
zon Air, Frontier and Pacific Express.

But why all this interest in the Scattle arca,
which is runked only 23rd among major U.S.
metropolitan arcas? Located in the nation’s
uppermuost Northwest corner, why would car-
riers seem so anxious to include us in their ex-
pansion plans?

At least three reasons emerge. First, it's
simply a matter of history repeating itself.
From its earliest days, Seattle has always

been the jumping off point to Alaska.
Whether they are Texas oilmen headed for the
North Slope, Califorma fishermen bound for
Bristol Bay or tourists going to Sitka, first,
they come to Seattle. And despite the ups and
downs of Alaska’s recent economy, the net
cffect in terms of travel is stilb up.

Win Perman, a former Alaskan herself,
has noticed this trend while owning and
operating Billiken Travel in Seattle’s Smith
Tower:

“Our traffic to Alaska hasn’t dropped since
the pipeline was finished. The scheduled
flights have actually increased. Wien Air
Alaska didn’t even start flights from Alaska

pair of shoes.
Sotryuson.

Is there anything
more comfortable
than a favorite
pair of shoes?

Bullier & Bullier.
Lambuth, Sill & Sprague.

We're two of the oldest names in Northwest
commerdal and industrial real estate. And now
you can enjoy the accumulative experience of
both simply by calling on Bullier & Bullier.
When it comes to sales, leasing, appraisal and
investment properties, you'll Emf

us every bitas comfortable as wearing a favorite

BULLIER & BULLIER

OF WASHINGTON ING

working with

ONE UNION SQUARE

AU UNIVERSITY STREFT
SEATTLE, WASHINGTON GBI
(206) 223-1171

COMMERCIAL AND INDUSTRIAL REAL ESTATE

SERVED SEATTLE ASTAMBLUTH SILL & SPRAGLE

1420- 1950
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to Seattle until the pipeline was done.

“More people probably tlew to Alaska dur-
ing the peak of that construction,” she admits,
“but more people are flving now than before
the pipeline started. Commercial fishing,
C T population inereases, more frequent rotation

of work crews on the North Slope and the
I C general level of activity in Alaska have all
playedapartinit.”™

The statistics are more dramatic than might
be expected. In 1974, before the pipeline
began, 538,000 passcngers flew from the

SYMBOL OF SERVICE West Coast to Alaska, excluding the south-

cast arm of that state. During the 1976 peak
TO PROFESSIONALS of pipeline construction, that number had

Jumped to 907 000. But of greatest interest is

s 2 the picture four yvears later, In 1980, afier the
W.e prlde ou.rselves ?n quallty’. pipeline was finished, the number had con-
title expertise and timely service. tinued o climb. reaching 987.000.
. In other words, if tratfic dropped when the
Rely on the Professionals. pipeline was finished, that drop was short-
lived and more people are flying to Alaska
Chicago Title Insurance Company now than during the peak of that project. If
this trend continues and everything
Metropo]itan Park suggests it will — a million peeple a vear witl
1100 Olive Way,Suite 1400 soon be travelling between the West Coast
and Anchorage, and most of them will fly
628-5666 from or through Scattle.
Operating in 49 states, the District of Columbia, At least some of this continued growth is
Puerto Rico, The Bahamas, the result of shrewd airline promotions. For

The Virginlslands and Canada. cxample, because of the short tourism season

up north with its resultant yo-yo effect on air-
linc revenues, Alaska Airlines starting
promoting southbound tourism during the
slow winter months with tlights last ycar to
Palm Springs {(sce Seattle Business: April
1981).

According to Dave Marriott, Alaska Air-
lines’ corporate public relations director, the
program was so sucecessful that the city of
Palm Springs urged that the program be re-
peated this scason and actually start three
months carlier, in mid-September. Alaska
Airlines was happy to oblige. (For more
about Alaska Airlines, sec page 36.)

The second reason for the Seattle-area’s
growing popularity with the nation's airlines,
as most of us already know, is Scattle’s in-
creasing importance as a commercial and fi-
nancial center. Population in itself is an un-
realistic guide to a city’s relative signifi-
cance. Seattle, with a population hovering at
the 500,000 figure, has become the economic
and corporate headquarters of the Pacific
Northwest — a fact not lost on market-
searching airline executives.

This point was recently emphasized by
Richard Kjeldsen, scnior international
cconomist with Security Pacific National
Bank, the nation’s 10th largest. With head-
quarters in Los Angeles, Sccurity Pacific
opened a Seattle branch in mid-November for
international financing.

Kjeldsen predicts that finance will be the
Pacific Coast’s growth industry in the "80s
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| ation plays a
large part in successful business.

Let Seattle Art help you with YOUR visual
communications needs:
+ Presentation cases
= Lecturing matertals (easels, pads, markers)
* Office supplies

+ Overhead projection accessories

- Display easels = Chartpak tapes
+ Signage Systems.

Shop Seattle Art—it’s good business!

1816 8th Avenue, Seattle

(Next to the Greyhound Bus Depot)

{206} 625-0711 or 800-732-1129 toll-free in Wash.
Open 8-6; 8-5 Sat.
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TRAVEL

3 PASSENGER FALCON

FLY TO AIRPORTS NOT SERVED BY COMMERCIAL CARRIERS
AND ARRIVE MORE CLOSELY TO THE DESIRED DESTINATICN.

FLY DIRECTLY TO MAJOR AIRPORTS WITHOUT THE
INCONVENIENCE OF MULTIPLE STOPS OR SECONDARY ROUTING

REDUCE TRAVEL TIME, ALLEVIATE QVERNIGHTS AN
REMOVE UNNECESSARY AIRPORT HASSLE.

SERVING ALL COMMUNITIES OF THE UNITED STATES,
CANADA AND ALASKA

CONTACT US FOR FURTHER INFORMATION
ON OUR SERVICES. OUR 24 HR. NUMBERIS
284-3206

S & W AIRCRAFT LEASING CO.,

1200 WESTLAKE N.,
SEATTLE, WA 98109

“CAN PLANNING HELP ME?”

ABSOLUTELY! ANY BUSINESS NEEDS A PLAN TO SUCCEED

A business plan:

— Establishes where your company is now

— Defines where you want to be in one, three or more years
- Outlines how to get there

— Sets forth the needed financing

- Establishes your company’s strengths and weaknesses
— Analyzes the depth of management

— Defines the needed facilities and equipment

— Spells out the risk

Monitors your progress

Provides you with a real competitive edge

Establishes a market plan

Maximizes sales and earnings

Provides management by Action, not by Re-action

“Can I Solve My Planning Problems?” Yes — Call Us

Sites & Company, Inc.

1200 6th Ave.  Suite 1810
Seattle, WA 98101
(206) 624-5897

Specialists in Business Management and Finance since 1951
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and Seattle will have a major part to play in
it.

Indeed, as the second largest port on the
West Coast, Seattle is strategically located as
the chief commercial gateway between. this
nation’s entire Northern Ticr and the Orient.
Coupled with this region’s earlier pre-emi-
nence in aerospace and Alaskan commerce,
it’s easy to see  that business travel will be-
come an increasingly larger contributor to
this region’s air traffic volume.

Lastly — and with the most profound long-
range consequences — Seattle has emerged
as the West Coast gateway by air to both
Europe and the Crient. 1t’s well to remember
that dercgulation did not affect international
routes, so the growth in this arca reflects a
genuine change in overseas travel patterns.

Four foreign airlines joined vur ranks in the
past three years, bringing to nine the number
of carriers offering nonstop service to Seattle
from various foreign ports. If Cathay Pacific
begins flights here from Hong Kong, and re-
ciprocal landing rights are granted to JAL for
United Airline’s U.S.-approved route 1o
Tokyo, the number will grow even mare.

Geography and the non-stop range of jet
aircraft, together with the travel-oriented
markets of such places as California and
Texas, have combined to Seattle’s ultimate
benefit. A San Francisco-to-Tokyo flight

takes longer via Honolulu than via Scattle.
And we are right on the way from Los

Angeles to Scandinavia.

Gail Jenkins, local representative for
Thai Airways, describes the Scattle-Tokyo
route as the “Great Circle Shortcut” because
of the distance it lops off the Pacific crossing.
A Tokyo-bound passenger from Dallas saves
1,156 miles by routing through Seattle rather
than through Los Angeles, not to mention the
advantages of a modern, relatively un-
crowded airport with less congestion at cus-
toms and immigration on the return.

But Jenkins is also quick to point out that
Scattle is not merely a conduit. Half of Thai's
Seattle-Orient passengers start or cnd their
trip in the Northwest. “Seattle,” she says, "is
adestination in its own right.” Tourist promo-
tion in Japan of Scattie as a destination, and
our increased trade with the Orient, as well as
excellent access to other places within the
U.5. were all reasons for Thai’s decision to
fly into Seattle, cxplains Jenkins.

A recent visit with Art Wells, chief of the
CAB’s Route Authority Division in Wash-
ingten, D.C. confirmed these perceptions
about Seattle’s growth in airline traffic.

Over the cntire U.S., only five airports are
now served by more airlines. New York
(Kennedy) has 63, Los Angeles and Miami
54 each, Chicago (O'Hare) 41, New York
(LaGuardia) 34, and Seattle is next with 30.
For a city ranked 23rd in population, that’s
especially significant.



Walmsley Limousine Service

Chauffeured Cadillac Limousines

Tel: 525-6913
827-5551

We would like to introduce two special ser-
vices to you which have proved to be successful
sales tools for many of our clients.

Our restaurant service pravides you and your
client with round trip transportation in one of
our impressively equipped Cadillac limousines
to any restaurant or nightspot in the greater
Seattle area. The fee for the restaurant service
is $44.

We also offer airport service, for a fee of $29
($55 round trip) we provide transportation
from Sea-Tac or Boeing Field to any point in the
greater Seattle area. A courteous, uniformed
chauffeur meets your client at the gate, and
provides any help which may be needed with
luggage or anything else. You may even want
to use this service yourself for your business or
vacation travel.

Both these services are very effective and
cost efficient ways to show your clients {or po-
tential clients) that you and your company re-
ally care about providing first rate service.

Walmsley Limousine takes great pride in
being Seattle’s finest, and we gao to any length
to give you service which is absolutely second
tonone.

Please feel free to call on us it you wish
further information.

EICES
Amid
The Doom And Gloom,
Smiiles At Alaska Airlines

by Ginny Turner

You can take Bruce Kennedy out of Alaska, but you can’t take
Alaska out of him — it’s made a permanent impression.

Not a man to fritter away time in idle pursuits, the Denver native
and six University of Alaska classmates formed a management group
which, in 1959, bought raw land near the university in Fairbanks and
subdivided it into 2 mobile home park.

*“No one here would start that small,”” Kennedy points out, *‘but
we thought it had potential.”” Indeed it had. The Alaska Continental
Development Corporation eventually amassed a net worth of sev-
eral million dollars.

The ALCO investors were willing to take a risk in 1972, tuming
over hard-won assets for 24 percent of the stock in financially feeble
Alaska Airlines, Kennedy was named to the board of directors, and
in 1973 became senior vice president for properties.

*“Tt was a phenomenal job change for me, a quantum leap in scale
of responsibilities and decision-making,’’ Kennedy recalls. **But, in
retrospect, it was a good time, I think whenever a person is chal-
lenged to the limit of his capability, it's a great growth time.”’

Kennedy and other former ALCO associates streamlined opera-
tions and in two years, by might and main, brought the airline around
to show a profit, for the first time in many a long year. **We had a
strong incentive {o produce because everything we had was in the air-
line. The group was working for something we considered our own,
so we had an entreprencurial interest and weren't acting as hired
guns.

TN

Bruce Kennedy: ‘The top management of this company should al-
ways have a good cadre of people who have lived in and love
Alaska.”’

36
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Kennedy, who became president in 1978, is understandably
pleased that his airline has consistently shown a profit amid general
industry doom and gloom. **But the pride is tempered with the ongo-
ing pressures of running a small airline.””

The bigger lines have economy of scale — they can buy cheaper
and advertise more efficiently. They have more cost-effective long
flights, and they pack more wallop convincing the CAB that new
routes would be profitable. But the bigger lines also '‘are losing
money by the bushel.””

It doesn’t make Kennedy nervous, he contends, but it does make
him conservative. His airline’s success is because **we have avoided
overexpansion in new routes and large capital outlays, and because
we'te well located geographically ™

Deregulation offered the Seattle-based company a way out of a sta-
tic routing situation, and Alaska has been expanding southward on
a carefully managed schedule into Portland. San Francisco, and the
enormously successful Southern California area, as well as adding
more stops in Alaska to bolster its competitive stance against Wien
Air Alaska and Northwest Airlines. Only one additional plane has
been added to the fleet, however

Being situated in the Northwest has been a continuing benefit. *°T
can’t imagine another part of the country I'd rather be in — we've
got the combination of the West Coast. Pacific Northwest and
Alaska. Even our name has been good for us — it evokes a very
strong image for people, especially in Southern California. It has a
magnetism hard to duplicate with another name ™

Alaska still holds a strong altraction for Kennedy, whose years
there have instilled in him a community responsibility he’s proud of.
The airline has set up advisory boards composed of local citizens in
four major population areas. Their function is “*to advise us how we
can better serve their areas.”" They determine on a local level how
to distribute funds donated to the areas by the airline. *“We thought
it would be a goed idea, '’ says Kennedy . *but we didn’t really know
how well it would work.”*

Kennedy feels the continued successful growth of the airline de-
pends on keeping close to its origins. ~"The top management of this
company should always have a good cadre of people who have lived
in and love Alaska. If there’s anything that makes us different, it's
our understanding of Alaska, and we never want to lose that.”' O

L.A. Fog
Host's Sea-Tac Kitchen

The story line of a gripping film in the early 1960s had the crew
and most of the passengers on a commercial flight fall ill from tainted
food. One passenger, a former military pilot. fortunately brought the
plane in safely, and for years [ wondered if something like that could
really happen.

The answer is no, according 10 Cari Borg, general manager for
food and beverages for Host International, Inc., the firm which pre-
pares inflight meals for eight of the airlines serving Seattle-Tacoma
International Airport.

The flight crew, says Borg, is served completely different meals

than those the passengers receive. What's more, the captain’s meal |
is separate even from the choices available to the rest of the crew, |

*It doesn’t even come out of the same pot,”” says Borg.

Borg’s job is to keep close watch on Host's inflight kitchen at Sea-
Tac, a facility large enough to turn out some 2,000 meals a day for
passengers bound for Mexico, Asia, Europe and various U.S, desti-
nations. And for every 20 flights, says Borg, perhaps five meals are

Can't Mess Up

McGrath, McKimson
& Randall: A Team

Committed to Your

Business Success.

Finally. An accounting firm with a new
perspective on what quality business
accounting services should offer:

Personal Involvemnient.

To us, the traditional detachment of
many accounting firms is about as appro-
priate to today’s business climate as the
abacus. At McGrath McKimson & Randall,
we see ourselves as contributors to our
client’s success. And that means taking a
personal interest in you and your business.

With this attitude, we can tackle your
accounting problems with a degree of en-
thusiasm you’re not likely to find
anywhere else; and we apply that dedica-
tion to the full range of our accounting
services; audit, review and tax services,
financial management planning and
analysis and systems development.

And we do it all without ever losing
sight of your unique business goals.

Personal accounting services for business.

Find out more; give us a call.

We're here to help.

McGRATH McKIMSON & RANDALL PS.

alike. They vary according to destination and length of flight and i A oo

meal serving time, but even then preparation plans have to be flexi- Public 301 116th Ave. S.E. #380
ble. Accountants Bellevue, WA 98004
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