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ABSTRACT
THE EVOLUTION AND DOWNFALL
OF CAPITAL AIRLINES
by Robert S. Kurtz

The history of Capital Airlines can be traced back to
1927, when it was known as the Clifford Ball Airline--a pio-
neer mail carrier in the United States.

Between 1927 and 1961, Capital Airlines grew to become
the. sixth-largest commercial airline in the world, in terms
of passenger revenue. Yet, in 1961, Capital Airlines ceased
to exist as a corporate entity, having been absorbed into the
vast United Airlines system.

How could a major air carrier come to such an inglorious
end? The reasons are many--a route structure that placed it
in competition with giants such as American, Eastern, and TWA,
yet required it to operate short, unprofitable runs; a lack:
of suitable equipment to operate within its route pattern,
compounded by scheduling and operational difficulties; lack
of foresight in purchasing turboprop Viscounts; the financial
crises that Viscount brought to bear; internal management
unrest, and so on.

It was the intent of this paper to study how these vér-
ious forces converged to puch Capital to the edge of bank-
ruptcy, with special emphasis on the role advertising might
have played in slowing down or speeding up this date with
destiny.

Source material included various advertising, press,
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business, and aviation trade publications, several general
consumer magazines, Kenyon & Eckhardt, Inc., Capital Airlines,
and United Airlines.

Results of the historical analysis of Capital Airlines
tended to indicate that: (1) advertising expenditures were
consistently inadequate in comparison with other major air-
lines, (2) advertising was often misdirected due to management
pressurés, (3) advertising was sometimes an aid in increasing
sales, if only temporarily, (4) advertising did not appear to
hasten the airline's downfall.
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CHAPTER I
INTRODUCTION

April 27, 1927 is a date of more than passing interest
in the history of commercial aviation. For on this day
Capital Airlines was born. The maiden flight was made in a
tiny Waco biplane. The airport was a cow pasture in Pitts-
burgh known as Bettis Field.

June 1, 19°1 marks another historic day in the airline
industry. It signaled the end of an era--the day Capital
Airlines ceased being a corporate entity, its image lost
forever by assimilation into the vast United Air Lines com-
plex.

The thirty-four years, one month, and ten days spanning
these two dates are the subject of this paper. In a little
over three decades, Capital had grown from an experimental
mail-hauling operation to fifth largest passenger-hauling
domestic trunk line. And while it was growing, Capital was
also earning a reputation as pioneer, innovator, and pace-
setter in commercial aviation.

Unfortunately for Capital Airlines, its image was not
a true reflection of *s strength. The carrier was, foremost,
a victim of the route structure it had built for itself over

the years. This, combined with inordinate competitive pres-
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sures placed on it by the Civil Aeronautics Board, the car-
rier's own management policy, and the nature of a rapidly ex-
panding air transportation industry, brought Capital to the
brink of financial disaster more than once. The last trip to
the precipice was irrcversible, and forced to choose between
merger or collapse, the airline chose the former.

This paper is about advertising, and the role it played
in the growth and decline of Capital Airlines. But because
advertising is just one small part of the total marketing
strategy, and because marketing strategy is but one phase of
the Capital Airlines story, the role of advertising will be
discussed only as one of many factors which may have contrib-
uted to the demise of the carrier.

Emphasis is placed on the post World War II era, thus
paralleling the period of rapid growth not only of Capital,
but of the entire air travel industry.

Material for the study was drawn largely from trade
publications dealing with advertising, marketing, and the
airline industry. Other sources included Capital Airlines
annual reports, the airline itself, and its last advertising

agency--Kenyon & Eckhardt, Inc.



CHAPTER II

THE FORMATIVE YEARS: 1927-1945

The Clifford Ball Airline
The names Clifford Ball and Merl Moltrup are not likely

to be found in any aviation hall of fame, but perhaps they
should be. Moltrup was the man at the controls that spring day
in 1927 when the forerunner of Capital Airlines made its
initial flight. Clifford Ball was the owner of the Waco bi-
plane that Moltrup was about to gun down the crude runway and
into aviation history.

Until that April day, Ball had been merely the con-
trolling interest in Pittsburgh's Bettis Field. The small,
cloth-covered biplane Merl Moltrup piloted was one of seven
Wacos accepted by Ball in lieu of unpaid storage charges, and
having no better use for them, he decided to plunge into the
untapped, unproven field of mail-hauling by snaring the first
government contract ever awarded to fly mail.l It must be
remembered that in 1927 carrying the mail was not a sideline,
but was the only tangible source of income in the absence of
a passenger travel market. Paying passengers were in fact

unwanted, and as a Capital Airlines press release pointed

1"Problems of Short-Haul Service," Businesg Week,
July 3, 1954, p. 44.
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out, they were regarded "as so many fool adventurers that
were excess baggage."l

The Clifford Ball Airline did not enjoy the fruits of
technology that are so taken for granted today. Its sole
route, a hop of 127 miles between Pittsburgh and Cleveland,
was totally without navigational aids or radio communications.
During the day pilots literally would follow railroad tracks
to their destinations, and at night the glow from Youngstown
steel mills served as their homing beacon.

| Weather often played havoc with the mail schedules,

and the decision whether or not to fly usually was determined
by a phone call to the city ahead. And though the Pitts-
burgh-Cleveland route was dubbed "Path of the Eagle," it was
anything but a straight-line course, since the frail air-
craft then in use were forced to detour around bad weaﬁher.

Despite the obstacles, Ball kep£ his neophyte airline
going until 1929, when his interests were absorbed by the
Pittsburgh Aviation Industries Corporation, an organization
headed by three men who were to shape the future of Capital
Airlines: C. Bedell Monro, George R. Hann, and Fredrick
Crawford.2 Clifford Ball exited, &pparentlyswithout ever

realizing what he had helped create.

1Capital Airlines, "Biography of a Pioneer--The Story
of an Airline," A Public Relations Department press release,
No date, p. 2. (Mimeographed.)

Z;Qid., PP. 1, 2.
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PCA: An Unlikely Marriage That Worked

One of the first moves made by the new owners of the
Clifford Ball Airline was the addition of cabin planes to
the fleet, a brilliant piece of strategy destined to increase
the role of passenger revenue as a source of income.l The
next step, in 1930, saw Pittsburgh Aviation Industries Cor-
poration acquire control of Pennsylvania Airlines and add
Washington to its Pittsburgh-Cleveland route.2

Somehow, the carrier now bearing the name Pennsylvania
Airlines continued to grow, despite the fact that "airplanes
were still looked upon as an oddity misplaced from the dog-
fights of World War I.“3 But it took an incident in 1934
to shake all of the contented mail-haulers into reality. In
that year the federal government canceled all airmail con-
tracts with private carriers, thus stripping them of tﬁeir
principal. source of income. Faced with diséster, the air-
lines had no choice but to start hauling people instead of
mail, and though the mail contracts were restored several
months later, they were in the passenger business to stay.4

Any advantage Pennsylvania Airlines might have held by

the addition of cabin aircraft several years earlier was

quickly dissipated as the airline industry phased out the

lebert B. McIntyre, "Why Capital Airlines Will Use
20% More Ads," Editor and Publigher, April 10, 1954, p. 22.

2

P. 2.

mvia.

4McIntyre, Editor and Publisher, April 10, 1954, p. 22.

Capital Airlines press release, "Biography . . . ,
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wooden, cloth-covered, open-cockpit Waco and introduced the
metal, two-passenger, closed-cabin Fairchild FC-2, and later,
the ten- and twelve-passenger Ford Tri-Motor.l

Pennsylvania Airlines joined in the equipment race, but
soon discovered it was no longer alone in the skies over
eastern United States. An upstart named Central Airlines
bid for the mail routes Pennsylvania had flown prior to their
canéellation by the government, and when the routes were re-
stored they were awardedwéo Central, precipitating one of the
fiercest competitive wars in aviation histbry.

Pennsylvania scored an early victory by acquiring Kohler
Aviation Corporation and its routes from Milwaukee to Grand
Rapids and Detroit. Central countered by purchasing a fleet
of Ford Tri-Motors to replace its Stinsons, but had barely
put them into service when Pennsylvania introduced an entire
new fleet of'faét, twin-engine Boeings. As the war of escal-
ation grew more intense, Central had no choice but to bring
in newer-version Stinsons and, just to be on the safe side,
slash its passenger rates.

But equipment and fares turned out to be just minor
factors in the struggle for supremacy between Pennsylvania
and Central, for the two airlines also happened to fly very

nearly identical routes with very nearly identical timetables

1Capital Airlines press release, "Biography . . . ,"
pPpP. 2, 3.

2
Ibid., p. 3.
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in, as one writer put it, "a race towarad bankruptcy."1 At
times the feud took on the flavor of a Mack Sennett Comedy,
as the first plane to reach a terminal would "hijack" all
the passengers, leaving no one for the competition.2 But
the two airlines involved were not ammsed, and the all-out
war ended in the only way possible for the survival of both
combatants--Pennsylvania and Central merging in 1936 to be-
come Pennsylvania-Central Airlines. C. Bedell Monro, a
founder of Pittsburgh Aviation Industries Corporation and
president of Pennsylvania Airlines, was named president of
PCA. James H. Carmichael, Central Airlines' chief pilot,
was named to a similar position in the PCA structure.

The years leading up to World War II saw PCA trans-
formed from a three-city operation into a far-reaching net-
work of air routes, but with its nucleus still situated
around the Washington-Pittsburgh-Detroit triangle. In 1937,
Charlston, West Virginia, was added to the Pittsburgh terminus,
and routes to Baltimore, Buffalo, Harrisburg, and Williams-
port were added to the Washington station. Chicago became a
western terminal in the same year, and a new route was estab-

lished in northern Michigan.4

1Wesley Price, "He Wants To Make Money on an Airline,"
Saturday Evening Post, September 3, 1949, p. 23.

2Capital Airlines press release, "Biography . . . ,
P. 3.

3Price, Saturday Evening Post, September 3, 1949, p. 23.

4Capita1 Airlines press release, "Biography . . . ,
P.- 4.
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PCA was hard put to keep its market expansion program
from outstripping equipment requirements. The fleet was
bolstered first in 1937 by the integration of twin-engine
Boeing 247-D's--prototype of the famed B-17 Flying Fortress.
Attainment of an annual passenger volume of 125,000 in 1939
brought about the introduction of the now-legendary "work
horse aof world-wide air transportation"--the Douglas DC—3.l
By 1940, the PCA fleet numbered six 2l-passenger DC-3's and
fourteen l0-passenger Boeing 247—D's.2

Another indicator of PCA's phenomenal pre-war growth
is the company's employment figures. During the period 1938-
1940, PCA's personnel roster swelled from 293 to 698.3

Expansion continued through 1941, as PCA made its first
major penetration into southern markets, with routes opened
up from Norfolk to Knoxville, and from Pittsburgh to Chatta-
nooga and Birmingham.4

World War II not only brought PCA's expansion activities
to én abrupt halt, it reversed them in a sense, the carrier
becoming the first commercial airline to turn over its air-

craft to the military, and then opening a school at Roanoke,

Virginia to train army and navy pilots;5 Yet, with only the

l;]. .

2Pennsylvania-Central Airlines Corporation, Annual

Report: 1940, p. 8.

3;21 es P. 12.

4Capital Airlines press release, "Biography . . . ,

p. 4.

SIbid.
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seven planes it retained to continue servicing its routes, PCA
set company records for cargo and passenger traffic during
the war years.l And, by operating in the black every year
since 1939, PCA managed to build up a surplus of more than

$1 million by the end of 1945.2

Advertising Emerges

The advertising history of Pennsylvania-Central Airlines
has a rather sketchy beginning, owing largely to an apparent
lack of expenditures for this purpose. Records show that
prior to the merger, Central Airlines had bought more than
three times as much newsraper space in 1936 as Pennsylvania
(22,814 lines v. 6,626 lines), with their advertising over-
lapping in four markets--Akron, Detroit, Pittsburgh, and
Washington, D.C. After the merger, PCA used a total of only
6,470 lines in 1936,'diyided about equally among dailies in
Cleveland, Detroit, Milwaukee, Pittsburgh, and Washington, D.C.3
PCA didn't even bother to reveal its advertising expenditure
to stockholders until 1940, when it showed up in the annual
reﬁbrt as a combined figure for "Advertising and Selling" of

$241,840.4

lig.

nggggegg Week, July 3, 1954, p. 46.

3Media Records: Newgpapers and Newspaper Advertisers
(New York: Media Records, Inc., 1936), p. 262.

) 4pca, Annual Report: 1940, p. 19.
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The carrier's agency relationships seemed to be quite

volatile during the pre-war years, also. Pennsylvania Air-
line's agency of record just prior to the merger in 1936 was
Brooks, 8mith & French, Detroit, with no agency shown' for
Central.l Nor are there records showing who handled the ac-
count immediately after the merger, but PCA appointed Federal
2 The

carrier placed its advertising direct in 1939 and 1940,3 then

Advertising Agency, Inc., New York, for 1937 and 1938.

appointed Batten, Barton, Durstine & Osborn, New York, for
the next two y'ears.4 Apparently still dissatisfied, PCA ap-
pointed the J. Walter Thompson Company, New York, to service

> JWT managed to survive PCA's

the account in January, 1943.
pattern of switching agencies every two years, but not by
much, as the account was lost to Lewis Edwin Ryan, Washington,
D.C., in January, 1946.6
Examples of early PCA advertisements are extremely

difficult to locate, due to a lack of newspaper and advertis-
ing agency records dating back into the '30s and '40s, but
the two small-space ads reproduced here were probably typical

of thg times.

1 Advertisi ter (New York: National
Register Publishing Company, Inc., 1936), XXI, 577.

20pid. (1937), XXII, 616; and (1938), XXIII, 693.

31bid. (1939), XXIV, 717; and (1940), XXV, 694.

41pid. (1941), XXVI, 698; and (1941), XXVII, 680.

5J. Walter Thompson Company (New Ybrk), Data supplied
by JWT Information Center, May, 1963.

®bid.
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PLATE I

39 minutes!
11 FLIGHTS DAILY

Lr. Betroit Lv. Cleveland
2:30 am.  2:40 p.m. 7:00 a.m. 5:00 p.m.,
6:30 a.m. 1:00 p.m. 10:39 a.m. 554 p.m.

1135 am. 500 pm. 12:05 p.m. 8:00 p.m.
1:50 am. 600 p.m, 2:19 p.m. 2:05 p.m.
130 pm.  T:10 pom. 330 pm. 11035 p.m.
210 p m. 210 am.
*

FOR AIR RESERVATIONS ANYWHERE

Call Pingree 6600

THE CAPITAL AIRLINE
e’
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PLATE II

“PCA Air Termnal

Modern, luxuriously appointed air travel cent
\ at the corner of Washington Boulevard
' and State Street

In recognition of Detroit’s importancg 10 the
coming air age. PCAthe great proneer airline of
imhntrinl \nu'ri('l. |Ia~ nNow upo'ln'c| a spacions
new Air Terminal rlu-riu"\ decigned 1o care for
every air travel need of Detroit travelers—not
only those fiving on’ esential business todas,
but the thousands who will be truveling by aie
alier the war.

Whether vou are planning 1o Ay today, 1o-
morrow, next weeh, oralter the war, vou™ll o
sisiting this beautiful new addition to Detront's

airtravel facilities.

FOR AR RESERVATIONS ANYWHERE . . .

PCA Air Terminal

Cor. Washington Blvd.

and State Street
PHONE

e cAPITAL AIRUNE - Pingree 6600
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Plate I illustrates a two-column newspaper advertisement

run in the fall of 1944, and based on other samples encquntered
for the same year, it appears to be representative not only of
PCA but of the airline industry as well.

Plate II is another two-column advertisement from 1944,
announcing the opening of a new PCA ticket office in down-
téwh Detroit. The body copy suggests that PCA was concentrat-
ing on the business travel market during the war.

The signature on both ads includes the slogan, "The
Capital Airline." As far as can be determined, 1944 marked
the first time this line was used.l The question remains un-
answered, however, of whether it was conceived as part of a

post-war corporate face lifting.

lSince the phrase, "The Capital Airline," appeared for
the first time in 1944 in the carrier's annual report, it is
a fair assumption that it made its initial appearance in ad-
vertising around the same time (Pennsylvania-Central Airlines

Corporation, And Then There Were 14: Annual Report; 1944,

4th cover).



CHAPTER III

A POST-WAR DREAM EVAPORATES: 1946-1947

The Airline Ipdustry Expands
Confident thétvprosperity would follow close on the

heels of victory, the airlines petitioned the Civil Aeronautics
Board for a fare reduction shortly after the war had ended.
CAﬁ'promptly obliged by granting a 25% fare cut in September,
1945. There was a lone dissenter among the carriers--Pennsyl-
vania-Central Airlines. PCA contended that a slash in passen-
ger fares would not expand the airline business as supposed,
since there already existed a post-war sellers' market that
had people begging for seats. More important, perhaps, was
the rising curve of airline wages and cosﬁs, which could be
met only by holding revenue at wartime levels. PCA's warn-
ings went unheeded, however, and when CAB approved the fare
reduction, the carrier's choice became clear--join the price-
cutters or be forced out of business by them.

And so PCA did what the others did--it sought new routes,
hired more people, and bought new planes. By 1947, PCA had
established stations ip such cities as Minneapolis-St. Paul,

\

Memphis, Toledo, and Richmond.2

1Price, Saturday Evening Post, September 3, 1949, p. 50.

2Capital Airlines [Pennsylvania-Central Airlines Corpora-

tion], Apnual Report: 1947, p. 7.
14
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- In order to staff the new stations and be prepared for

the anticipéted onrush of new customers, PCA swelled its ranks
to 5,000 in 1946.1 Advertising and publicity expenditures
were increased from less than $325,000 in 1945 to nearly
$640,000 in 1946, perhaps in hopes of triggering the stampede
to its ticket counters.2

On the equipment scene, PCA became the first airline to

3

fly four-engine planes over domestic routes™ when it purchased

twenty-two Douglas DC-4's in 1946.4

In spite of the glowing statistics pouring in from the
airlines, 1946 was a bad year. Business had indeed expanded,
but not as rapidly as had been forecast. One reason--the
public rebelled against the poor service being offered.5
Another reason--while airline income rose, operating costs
rose even faster. Most airlines went into the red in 1946,
and PCA was among the hardest hit. The carrier saw a $1 mil-
lion surplus from the preceding year become a $3 million def-

6 and financial disaster became a distinct possibility

7

icit,

when it defaulted on a $4 million loan made in 1946.

l“Mass Market in the Air," Business Week, September 30,
1950, p. 46.

2Capital Airlines Annual Report: 1947, p. 18.

3McIntyre, Editor and Publisher, April 10, 1954, p. 22.

4Pennsylvania-Central Airlines Corporation, Annual

Report: 1946, p. 3.

5Price, Saturday Evening Post, September 3, 1949, p. 50.

Buginess Week, July 3, 1954, p. 46.

7Selig Altschul, "Capital Seeks Financial Freedom,"
Aviation Week, October 31, 1949, p. 35. .
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A New Image for PCA
Pennsylv....a-Central Airlines apparently compounded its

mistakes by changing images in mid-stream. The carrier's
famous eagle emblem was adopted in 1946, and a brief message
on the inside front cover of t...t year's annual report in-
formed stockholders that the name "Capital Airlines" would be
used in advertising and other material addressed to the pub-
lic (“beciuse of the obvious promotional advantages they offer
over the long corporate name"), and requested that they, too,
refer to PCA as "Capital Airlines."l The one-column ad illus-
trated in Plate III shows how the carrier's signature was
altered initially in 1946, with "Capital Airlines" replacing
"The Capital Airline." The overall advertising campaign, if
this particular uninspired effort is representative, may well
have contributed to the carrier's poor showing in 1946.

It has been said that PCA's corporate change over was
ill-timed, inasmuch as it forced the carrier to scrap much of
its promotion material at a time when it was in perilous
financial condition--as wcre other airlines--and when new
airlines were fighting for a share of the market.2 Neverthe-
less, without fanfare and almost unnoticed, Pennsylvania-

Central Airlines had become Capital Airlines.

lPCA, Annual Report: 1946, 2nd cover.

2Samuel Rovner, "Consistency Helped Airline Out of the
Red," Editor and Publisher, January 14, 1950, p. 16.
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From Bad to Worse

The airline industry, still reeling from 1946 losses,
experienced w«n even more disastrous year in 1947. Most car-
riers expected to lose money during the winter, but the 1946~
1947 season showed industry-wide losses 30% higher than usual,
and for several reasons.

For one thing, people in general seemed less inclined to
travel. For another, a series of plane crashes in the spring
of 1947 kept potential customers away in droves. One of these
disasters involved a Capital airliner, and to make matters
worse, it occurred in a prime market. The summer of 1947 saw
the industry jolted by another traffic slump of such propor-
tions that President Truman publicly announced that he was
not afraid to fly.1 The airlines, torn apart by soaring costs
and plummeting revenue, now petitioned CAB for passenger fare
increases. Again, CAB reacted favorably, and fares were raised
10% on two separate occasions in 1947.2

PCA's new name didn't prevent the airline from being
among the hardest hit again in 1947, and the addition of
twenty-three DC-3's to its burgeoning fleet seemed to be para-
doxical in the face of shrinking passenger volume.3 Total

passengers carried in 1947 numbered 1.1 million, compared with

1Price, Saturday Evening Post, September 3, 1949, p. 50.

"2Capita1 Airlines, Annual Report: 1947, p. 7.

3Ibid., p. 12.
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1.3 million the year before. Orders for twenty Martin 2-0-2's
and a fleet of Douglas DC-6's had to be conceled;l Post-war
plans to make Capital a world-wide airline suddenly evaporated.
Capital lost $2.7 million in 1947, and its debt went from zero
to §14 million--all without even borrowing for new planes, as
many other carriers had done.2

Capital's planes were flying practically empty, liabil-
ities exceeded assets, and there were some doubts that the
payrolls could be met,3 In what may have been the understate-
ment of the year, CAB said that Capital's position was "appar-
ently critical.“4 CAB certainly didn't lessen the seriousness
of the situation by awarding Northwest Airlines a Detroit-
Pittsburgh-Cleveland-Washington route in October, 1947--a
route Capital was already flying, point for point. CAB chair-
man James M. Landis, in dissenting from the decision, said the
competition would be too severe for Capital, and fellow board
member John Lee, also dissenting, noted that the Northwestern
award would result in serious diversion of traffic from Capi-

tal, necessitating a substantial increase in mail pay for the

1“Sma11er Loss in '48 Forecast by PCA," Aviatjion Week,
May 31, 1948, p. 37.

2Lawrence M. Hucghes, "Capital Cashes In on Creative
Selling," Sales Management, October 1, 1950, p. 37.

3"Capital Leads Again," Aviation Week, January 30,
1950, p. 50. -

4Bus;ness‘ Week, September 30, 1950, p. 44.
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carrier.l

The Northwest award had been made in conjunction with a
route extension, between Milwaukee and Twin Cities, granted
to Capital. CAB member Clarence Youang questioned the wicd:
of the Capital award, saying it would not lead the airline out
of its financial crisis.2 Indeed, it appeared for a time that
nothing could lead Capital out of the woods. Post-war losses
totaled more than $3.5 million.3 and the value of Capital
common stock plummeted from 49 7/8 to 3 7/'8.4 Capital's
financial backers, distressed by the situation, demanded the

resignation of President C. Bedell Monro.

A New Preside Take e Reins
C. Bedell Monro, president of Capital Airlines since
its formation in 1936, was clearly on his way out. What
actually went on behind the scenes is something only the prin-
cipals know, but it was reported to the trade that Monro of-

fered to step down on the condition that James H. Carmichael

succeed him.s

Carmichael, it will be recalled, was chief pilot of
Central Airlines at the time of its merger with Pennsylvania

Airlines in 1936. After serving as chief pilot of the newly-

l”Northwest, PCA Get New Routes," Aviation Week,
October 20, 1947, p. 46.

Ibid.
3price, saturday Evening Post, September 3, 1949, p. 22.
4Hughes, Saleg Managemepnt, October 1, 1950, p. 38.

SPrice, Saturday Evening Pogt, September 3, 1949, p. 23.
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created PCA, Carmichael moved to the executive side of the
company as orcrztions manager, later became vice-president
of operations} and in 1946 was made executive vice-president.l

Monro's offer was accepted in a compromise move, and on
October 1, 1947, James H. Carmichael was elected president of
Capital I’Ai.rl:i.nes.2 According to Business Week, the succession
of Carmichael to the presidency came as a surprise, because
he had been one of Monro's staunchest supporters'.3 Same
skeptics predicted he would never last. He just happened to
be a nice guy who lacked experience in the one area of opera-
tions Capital could not afford to have mishandled--finances.
But by 1949, Carmichael would be recognized as "one of the
toughest guys who ever read a balance sheet, roared in pain
and started firing brass hats."?® His success would cause
one financie.r to remark: "We picked a compromise candidate
for president to settle a fight, and fell heir to the smartest

young man in the business."s

"wWi at We Have"

According to one observer, the Civil Aeronautics Act of
1938 virtually guaranteed that the federal government would
not permit any scheduled airline to go bankrupt. The Act

describes airlines as essential to commerce and the national

lBusiness Week, July 3, 1954, p. 46.

2l?r:i.c:e, Saturday Evening Pogt, September 3, 1949, p. 22.

3uon Top at Capital," Business Week, October 11, 1947,
p- 41.

4Price, Saturday Evening Pogt, September 3, 1949, p. 22.
S1bid.
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defense., It provides for adjustment of mail subsidies by CAB,
enabling each carrier to earn a fair returnm on investment.
But the Act further stipulates that an airline must be maneged
honestly, efficiently, and economically to qualify for sub-
sidies. Applying these facts of airline life to Capital, the
observer poses the question: "How econamical can an airline
get without impairing safety or quality of service?"l fThe
new management team at Capital, headed by James H. "Slim"
Carmichael, was about to be put to the acid test.

Carmichael's first act as president was to call a meeting
of b;pital's top executives in the airline's Washington head-
quarters, to outline a new policy:

We're going to mcle a comeback with what we have. We
won't base our planning on the new routes the Government
might give us, or the raise in mail pay we might collect,
or the if-money that might buy us maybe-airplanes. Sup-
pose we can't be the fastest airline in the world or the
most far-flung; we can be the safest, the most comfortable
and the most on-time. With what we have now.<“

Thus, in one swoop, Carmichael had renounced his company's
policy of basing planning on expectations of new routes, bet-
ter planes, and higher mail pay--and expanding accordingly.

His "With What We Have" policy dealt instead with pure reality--
existing routes, existing aircraft, existing mail pay, and re-
duced spending to fit existing income.

As an example of how the tack was accomplished at the
upper echelon, James B. I'ranklin was promoted to vice-president

in charge of operations, maintenance, and engineering--replacing

himself and two other executives in Carmichael's first manage-

1 o
Ibid.., p. 48. 21pid., p. 23.
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ment shift.l
A key ....oer of the new management team was James W.
Austin, who had been named director of traffic and sales for
Capital several months before Carmichael was elected presi-
dent. Austin had come to Capital after four years with the
Air Transport Command, but his ear!ier background hardly seemed
to qualify him for his new duties.2 Austin had been graduated
from Colorado College as a petroleum engineer, then turned to
selling securities. His success at Capital was attributed,
in part, to an engineer's approach to selling--planning, organ-
ization, and follaw—t'hrough.3

Austin spearheaded an economy drive that pared Capital's
payroll from 4,900 to 3,000 within two months after Carmiéhael
took over the presid.ency.4 Austin's own sales staff was
slashed from 186 to 37, leaving only four salesmen in New
York, compared with the thirty-five employed by one of the
other airlines alone.5 But Austin wasn't interested in selling
seat by seat on a personal contact basis, anyway, so the dras-
tic cut in sales personnel didn't really perturb him ("You
could lose thirty-five salesmen for a month in the Eméire

State Building alone," he was heard to say).

=

Ibid., p. 48.
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Business Week, September 30, 1950, p. 46.
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Hughes, Sales Management, October 1, 1950, p. 38.

o

Ibid.

Business Week, September 30, 1950, p. 46.
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Similar reductions were made in other departments of
the airline, with most of them based on Carmichael's brand of
efficiency or the superfluous nature of the particular job.
For example, Capital was among the majority of airii:ics that
employed meteorologists to draw weather maps and make fore-
casts, but the basic data they use come from the United States
Weather Bureau, which also provides maps and forecasts. Thus,
when the ax fell at Capital, it claimed thirty meteorologists--
practically the entire staff. The few that were spared were
kept busy on special studies and seeing that weather bureau
reports moved directly to pilots and dispatchers.l

Capital's engineers found themselves in a similar posi-
tion. Many of them had been engaged in master-minding the
design of new airliners, a wasteful pastime by Capital's new
standards, since aircraft manufacturers had their own designers
for the same purpose. Besides, Capital couldn't afford the
new planes its engineers had on the drawing boards, anyway.
As a result, 75% of the carrier's engineers were fired, and
those remaining were assigned tﬁe task of modernizing the
existing fleet. This move saved Capital §1 million--or the
cost of hiring an outside firm to do the sane jo‘b.2

After the personnel reduction program had been accom-
plished, at an annual savings of $6 million, Capital's of-

ficers proceeded to cut their own salaries,3 then looked else-

1Price, Saturday Evening Post, September 3, 1949, p. 48.

>mia.

3Hughes, Sales Management, October 1, 1950, p. 38.
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where for economi<~. A savings of $25,000 a year was realized
by pasting sign: saying "Is this long distance call necessary?"
on all company telephones; gasoline costs were cut $200,000 a
year by straightening out fuel-consuming bends in flight paths
between cities, and éu additional $168,000 was saved annually
by consolidating ticketing and ground services with other air-

1 Other annual dollar savings

lines in thirty-three cities.
were accomplished in office rentals ($120,000), engine main-
tenance ($237,000), and ticketing and reservation expenses
($1.5 million).2

| A new reservations system developed by Fred Klein,
Capital's reservations manager, saved $200,000 a year by
replacing "rooms full of moving belts, jangling phones and
distracted clerks" with a wall full of holes, for sales slips

3 The Klein Plan was also tied into a

and sold-out markers.
system for controlling seat space, pioneered by Capital and
Braniff International Airways, and copied throughout the in-
dustry.4

Not even the advertising and publicity budget was spared
the ax, with expenditures in this area being cut by nearly
one-third, to less that $500,000 in 1947.5

When the dust had settled, Slim Carmichael had completed

an economy drive that reduced variable costs to 62¢ a mile--

lPrice, Saturday Evening Post, September 3, 1949, p. 48.
2Hughes, Sales Management, October 1, 1950, p. 38.

3Price, Saturday Evening Post, September 3, 1949, p. 48.
“mpia.  Scapital airlines, appual Report: 1947, p. 18.
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lowest in the industry. "We have to scratch around now to
find the half-cent items," he remarked.l
“But Capital was not saved by saving," said Lawrence

Huches in Sales Management, "but by selling. [And] selling

began at home.“2 Slim Carmichael and his management team
told employes: "Think Capital; talk Capital; sell Capital."3
"Sell Capital"--the key words in the carrier's reincar-
nation. And the man who scld Capital Airlines when, as
Businegs Week put it, "there was almost nothing to sell,"
was James Austin--"hard-hitting and aggressive.“4 Austin was
faced with the awesome task of making up for the airline's
shortcomings with salesmanship, and the philosophy of his
brand of salesmanship was to sell mass transportation to the
masses. Why concentrate on business executives who already
fly? Austin's course, instead, was to broaden the base of
air passengers from the three to five million figure of 1947.5
Fortunately for Capital, the breaks were coming its way.
Not only had CAB authorized a more liberal mail pay formula to
pump new money into the industry, there was now a general turn
for the better in airline traffic.6 Capital Airlines was set
to welcome 1948 with a new vitality, a lean, tough, hungry

management, and a new name.

1Price, Saturday Evening Post, September 3, 1949, p. 48.

2Hughes, Sales Management, October 1, 1950, p. 38.
3

Ibid.
4ag§ines§ Week, September 30, 1950, p. 46. 5Ibid.

Saviation Week, January 30, 1950, p. 50.



CHAPTER IV
A KEY YEAR AT CAPITAL AIRLINES: 1948

The new image with which Capital Airlines entered 1948
was lacking one facet. The name PCA had given way to Capital
Airlines, but the official name of the company was still
Pennsylvania-Central Airlines. This was remedied in 1948, when
the corporate name also was changed to Capital Airlines.l

Another Push Southward

Expansion into the deep south was a highlight of 1948
for Capital, with new stations bringing to thirty-seven the
number served by the carrier.2 The two principal awards, in
February, involved route extensions from Birmingham to New
Orleans via Mobile and from Bristol (Tennessee-Virginia) to
Atlanta via Asheville, North Carolina.3 Capital could be
pleased in the knowledge that it had won these awards over
8ix competing airlines, including American, Delta, National,

and Northeast, and that it had overcome an objéction by

1§g§igesg Week, July 3, 1954, p. 46.

2Capital Airlines, Annual Report: 1948, p. 9.

3Charles Adams, "PCA Bolstered by New Routes in Boston-
New Orleans Decision," Aviation Week, February 9, 1948, p. 42.
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Eastern that the award to any carrier would result in a 16%
loss on its own Boston-New Orleans route.

Slim Carmichael hailed the news of his company's
1a£est plum by stating that the new routes would materially
strengthen Capital's entire operation. At the same time,
CAB denied that Capital's financial difficulties would '
prevent the carrier from performing the newly-authorized
service, reasoning that only three new stations were being
added (Atlanta, Mobile, and New Orleans), and that little,
if'any, new flight equipment would be needed. On the con-
trafy, CAB joined Carmichael in maintaining that the new
stations would give Capital Airlines a more solid foundation
for its entire route system. Some observers went so far as
to say that the southern routes would be more important to
Capital than its recently-established Milwaukee-Twin Cities
route, and Capital itself was looking for an additional eighty-

two million passenger revenue miles to be generated over existing

routes because of the new rqutes.l

‘At the same time it was expressing pleasure over its
newly-expanded system, howevere;Capital was exprqqqing concern
over restrictions on its exigﬁing system, and in not being al-
lowed to sqrve mamy of its markets "in their hisﬁorical direc~-
tional flow of traffic.“2 Of particular concern was the re-
quired stop at Pittsburgh on high volume routes out of New
York, and the claim that this restriction put Capital at a

Ibid.
2capital Airlines, Annual Report; 1948, p. 14.
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competitive disadvantage with nonstop'flights.l These matters
were to be thorns in the side of Capital Airlines for years to

come.

New Fares and New Sources of Revenue
In 1945, with demand for airline seats at a peak, Capital

Airlines had been the lone dissenter of an industry-wide petition
for lower fares. Now, in 1948, with consumer demand sagging,
Capital again spoke out--this time in opposition to a proposed
10% fare increase. The air traveler had been staggered with
two similar price rises only the year before, and he might not
stand still for another. Instead, Capital proposed a 5% re-
duction for various promotional packages to stimulate traffic.
Again, Capital was to be denied, as the 10% fare hike went into
effect. Shortly thereafter, however, the airlines had a change
of heart and filed for the 5% discount suggested by Capital,
thereby heralding a new era in commercial aviation in the
United States.?

Fare reductions came in varied forms, including dis-
counts on round-trip tickets, for flying early in the week,
for bringing the family, or on one airline, for sacrificing

in-flight meals.3

Charters Corc Into Thciz Ui
Capital pariicipated in the Family Travel Plan along

with other carriers, but in the meantime it was also pursuing

 pid., pp. 14, 16. 2rbid.. pp. 17, 18.
3Price, Saturday Evening Post, September 3, 1949, p. 50.
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what it had discovered to be another lucrative source of in-
come--charter flights. In 1947, Capital ranked sixth in
total operating revenucs amung ithe sixzteen domestic trunk
lines, but was an impressi<. h: . ;o non-scheduled trars-
portation income--right behind awesicasn wi:w trans World Air-
lines. Capital stepped up activities in this area in 1748,
and with the help of heavy :v¢ .otion, took the industryv lead
by a wide margin in the first seven months of the year.l More
significant, perhaps, Capital diverted business from bus lines,
railroads, and non-scheduled airlines in building its charter
business.2 The non-scheduled airlines apparently were affected
because travelers would rather fly a scheduled carries such as
Capital, given the opportunity.

According to Bill Urquhart, manager of Capital's special
events section, the main sources of charter business were pro-
fessional and college athletic teams, large business organiz-
ations, and such assorted groups as the Atomic Erergy Commis-
sion, the American Legion, and the Detroit Times. In the
sports department, Capital not only booked teams ranging from
football and basketball to hockey and track, but sold charter
flights to their fans as well.3

One reason Capital was able to parlay charter flights

lupca Leads in Charter Business," Aviatica ileek, October
25, 1948, p. 38.

%Businesy Week, September 30, 1950, p. 4.
3aviation Week, October 25, 1948, p. 38.
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into a profitable sideline was the freedom to carry passengers
outgide its normal route system, and in 1948 it flew as far as
the West Indies. The main reasons for the popularity of char-
ters among Capital's management, however, lay in its ability
to smooth out the valleys in traffic volume caused by seasonal
slumps in regular traffic, thereby keeping personmnel busy, and
keeping the carrier's DC-3's and DC-4's in the air during
normally slow times.
Despite the impressive statistics placing Capital as

the leader in charter business for 1948, they should not be
blown out of proportion, for in actuality income from this
source accounted for only 2¥ of the carrier's total operating
revenue for the year.l This figure was particularly important
in 1948, however, because it was one way Capital could keep
losses at a minimum while awaiting CAB review of its request
for subsidy, and as Aviation Week pointed out:

The company's enterprise in luring new traffic points

strongly to the presence of efficient management--a
factor which CAB weighs carefully in setting mail rates.?

Rumblings of Merger
The momentum imparted to Capital by its new management

was being felt now in the form of rising revenues, but the air-
line was far from being solvent. In fact, at one point in
1948, merger rumors involving Capital began to circulate
through the industry. At the time, National Airlines was in
the midst of a crippling strike by the Air Line Pilots Associ-

1 2

Ikid. Ibid.
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ation and the International Association of Machinests, and
it was speculated that National would merge with Delta to
avoid complete collapse, with Capital to join the combine
at a later date. For Capital, the consolidation would have
meant a strengthening of its routes from Chicago to the eastern
seaboard, but as it turned out, neither proposal materialized

and the rumor mills were closed down for the time being.1

The Aircoach: A New Concept

It cannot be said for certain that an event that oc-
curred on the morning of November 4, 1948, hastened the rumor-
quashing, but there is no doubt that it was to put Capital
back in the black within a year. It was on this date that
Capital Airlines topped all the discounters with the invention
of the "Aircoach"; or "aircoach"' or "air coach." The impor-~
tance of the spelling should not be underestimated, for as
Saleg Management pointed out, by 1950 "aircoach had become
caneric--with nine other carriers adopting it. But only
Capital was still entitled to spell Aircoach with a capitalt
rpr 02

The theory behind Capital's aircoach was simple enough.

James Austin felt that the element of fare might have been as

important as the element of fear in keeping people out of the
air. Therefore, while all carriers including Capital would

have liked to see fares raised, Austin caught everyone by sur-

lenAL-Delta Deal to Involve PCA?," Aviation Week, July
5, 1948, pp. 11, 12.

2I-lughes, Sales Management, October 1, 1950, p. 39.
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prise when he persuaded Capital's board of directors.and4EAB
to accept his plan for simplified, four-cent-a-mile, late-
evening flights as a means of filling planes.

It should be noted, however, that the concept put forth
by Austin was not exactly new to the industry. Quite to the
contrary, non-scheduled carriers had been running coach flights
extensively since the end of World war II,Z and on September
24, 1948, Pan American World Airways became the first certi-
fied scheduled carrier to offer such a service--flying between
New York and Puerto Rico.3 It is significant, though, that

Capital was the first scheduled airline to employ coach service
4

exclusively over domestic routes.

Capital's aircoach was born of necessity more than any-
thing else. The airline, faced with problems similar to those
of strictly short-haul airlines, was operating at less than
peak efficiency. Its planes, personnel, and facilities sat
idle from midnight to dawn, and any way they could be put to
use, profitably, would be worth a try. Thus, as Wesley Price
stated in a Saturday Evening Post article, aircoach service
never would have gotten.off the ground, literally, if Capital

had been busy at night.5 Slim Carmichael confirmed this several

years later when he said that for short-haul carriers, at least,

lrpid.

2upcA to Start Sky-Coach Service," Aviation Week, October
4, 1948, p. 14.

3Bysiness Week, July 3, 1954, p. 44.

4aviation Week, October 4, 1948, p. 14.
Sprice, Saturday Evening Posl, September 3, 1949, p. 50.



34
the only valid reason for coach service was "to change a
sixteen-hour sales day to a twenty-four-hour sales day.“l
Carmichael went on to say that for long-haul carriers the price
differential between first class and coach would be enough to
attract new customers on daylight flights, but that for short-
haul lines daytime coach flights would find the car:ier com-

peting with itself, since the price differential would be so

small.2

Confident that the aircoach would succeed, Capital ap-
plied for the service on its New York-Chicago route on October
15, 1948, and received quick approval from CAB.3 One reason
Capital chose this route was the lack of late-night competition,
which led to the belief that a 50% load factor--that is, 50%
of the seats filled--would make the new service profitable.4
other scheduled airlines and CAB were skeptical of the five-
hour trip costing $34.04 with tax,5 but Carmichael predicted
that "the low-cost operation should react not only to the
benefit of the public but to the industry as well in that

more people will take to the airlines."®

The Big Day Arrives

In case anyone has forgotten, actress Kyle MacDonell was

a popular television personality back in the late '40's. It

;Business Week, July 3, 1954, p. 44. 2Ibid.

b

® xpid. 4pviation Week, October 4, 1948, p. 14.
SHughes, Sales lManagement, October 1, 1950, p. 39.
eﬁ&v;agion Week, October 4, 1948, p. 14.
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is doubtful, however, that even her most loyal fan would re-
call that on the evening of November 3, 1948, it was she who
christened "Night Hawk“—-ége first Capitaliner to fly as an
aircoach. As a matter of fact, the ceremony in New York
didn't seem to arouse much interest among anyone, as the first
aircoach departed at 1:00 A.M. on November 4, 1948, with only
nineteen passengers on board. The poor turnout could have
been attributed to at least two things--little advance public
notice, and the launching of service "in the ¥ake of an elec-
tion that could be expected to keep most people home.“l

Traffic built up steadily in the next few days, however,
with people phoning in for reservations despite Capital's an-
fnouncement that phone reservations would not be accepted.
Tickets were sold over the counter only, with seats on the
plane guaranteed--but this was of little comfort to the pas-
sengers, who would rush to the loading gates to get on board,

fearing they womld have to stand in the aisles if they were

late.2

Aircoach service offered "service" in name only, for

there were no magazines, no matches for smokers, no meals--

not even chewing gum3--and there was only one stewardess or

cabin attendant on the plane.4

1"Capital S8tarts Sky Coach Service," Aviation Week,
November 15, 1948, p. 48.

2Price, Saturday Evening Post, September 3, 1949, p. 50.

3 4

Ibid. Aviation Week, October 4, 1948, p. 14.
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At four-cents-a-mile, or 35% less than first class plane

1 And the hostesses

or train, people flew who néver flew before.
liked them, claiming they were not ill-clad or ill-mannered, as
some had contended. Onc Cspital hostess remarked that aircoach
passengers were, in fact, just like the first class travelers--
except half of them needed help with seat belts, and a greater
than normsl percentage of them were women and babies.?2

If Slim Carmichael was upset by one rival's complaint
that he had set aviation back twenty years by offering four-
cent-a-qile flights to plain people, he was too busy counting
the profits aircoach was raking in to show it. Capital's
1948 annual report revealed that aircoach had grossed nearly
$219,000 in its first two months of operation and had con-
tinuously produced a net profit.3 Apparently, this was enough
to convince the opposition, for within one year after the debut
of Capital’'s Aircoach, five other airlines were in the race,
with others seeking coach service authorization from CAB.4

Pan Am and Capital had scored immediate successes with
their economy class services, but one question bothering air-
line operators was where coach passengers came from. If they

were diverted from first class flights, the implicatiohs were

ominous, but if they were diverted from other forms of trans-

Ibid.
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portation, the future looked promising. The answer would not
come until studies could be made, but Capital strongly suspected
that the latter was the case.l As will be seen later, Capital

was right.

Aircoach Not a Panacea

Despite Capital's instant success in the mass air travel
market, the carrier was far from being in good health. Thanks
largely to Aircoach, 1948 losses were cut to $126,000 (though
a $3 million deficit in earned surplus remained), and the long-
term debt had been cut to just under $10 million.2 Capital
also gained $3 million in operating revenue from all business,
bringing the total to just over $23 million for the year.3
In addition, CAB offered the airline a $9 million lump sum
subsidy in December, covering the period from January, 1947
through December, 1948.4 This still was not good enough,
unfortunately, and losses forced Capital to withdraw applications
for route extensions from Atlanta and Memphis to Los Angeles
and San Francisco. Another gloomy note was sounded by the

carrier's system-wide load factor, which dropped to 46.9%

despite an aircoach figure of 70%.5

l"Air ‘Coaches'," Business Week, January 15, 1949, p. 39.

2Hughes, Sales Mapagement, October 1, 1950, p. 38.
31bid., p. 39.

4“Mail Pay Proposals Aid Capital, Colonial," Aviation
Week, January 3, 1949, p. 33. .

>Ibid.
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Sales_and Advertising Programs

Slim Carmichael gave much of the credit for Capital's
1948 comeback to James Austin's aggressive sales campaign.
"Capital Airlines is a retail business," said the 1948 an-
nual report, and "its existence is dependent upon its ability
to merchandise its product--air transportation."l

This statement referred to the planned indoctrination
of sales personnel to "Think CAPITAL! Talk CAPITAL:. Sell
CAPITAL.," but Lawrence Hughes, writing in Sales Management,
insisted that Austin's sales campaign could also be called a
creative campaign--one designed to get people into the air by
luring them with low fares.2

Whatever it was, Capital believed that no amount of ad-
vertisiqé} public relations, or sales effort could result in
greater utilization and public acceptance of air travel, which
was in greater supply than demand, unless the product itself
merited public approval. Therefore, the 1948 campaign sought
to make Capital the "friendliest, safest, most comfortable,
and dependable airline in the industry."3 Capital hoped to
accomplish this by exploiting word-of-mouth advertising ("the
best advertising"), and building its entire sales and adver-
tising program on this foundation.4

Capital's sales program was geared to two specific

goals: (1) greater acceptance of Capital services in a de-

1
Capital Airlines, Anpual Report: 1948, p. 22.

2Hughes, Sales Management, October 1, 1950, p. 39.

3capital Airlines, Apnual Report: 1948, p. 17.  “Ibid.
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pressed market, (2) effective competition for the 70% of its
business vulnerable to other air carriers. Secondary ob-
jectives were three: (1) to win acceptance im Capital's
three new terminals--Atlanta, Twin Cities, and New Orleans,
(2) to win acceptance in three established terminals--Charlotte,
Mobile, and Toledo, (3) to combat Northwest Airline's newly-
acquired competitive route connecting Detroit-Pittsburgh-
Cleveland-Washington.

The major emphasis in 1948 was an advertising program
designed to accomplish these objectives. Newspaper and radio
were used more than ever before in an effort to influence mass
markets, and a brand new direct mail progiam replaced the ex-
pensive personal solicitation effort of former years.

In comparison with past years, Capital's advertising and
publicity budget for 1948 was a heélthy $840,000~--or almost
double the 1947 figure.1 Part of the money came from savings
effected when Austin slashed his sales force, and this, plus
additional funds, went into a "high-frequency, high-visibility
newspaper campaign,f for which Editor and Publisher's Samuel
Rovner credited Capital's 1948 comeback.2 Plate IV shows a
pre-Aircoach two-column advertisement from Capital's news-
paper campaign--still not much different from what had been

running for several years.

'mia.

25amuel Rovner, Editor and Publisher, January 14, 1950,
p. 16. .
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Curiously, the introduction of Aircoach created little
stir in Capital's 1948 annual report. The airline did en-
vision the new service as a “forerunner" of a new phase in air
transport development, but said barely more. This fact, plus
a lack of advance promotion announcing Aircoach, are perhaps
the best clues that Capital itself did not know the f£ull

potential of this "new phase in air transport development."l

A n uture

Comparatively speaking, 1948 was a good year for Capital.
Even its passenger fleet, though not bolstered by the addition
of new aircraft, came through the year unscathed.2 For 1949,
however, it saw no renewed effort to improve upon what it al-
ready had in the air. But the airline did set its sights
higher in other areas, such as developmen§ of sightseeing
flights, an increase in cargo revenue, efforts to reduce the
need for subsidy, greater emphasis on the role of charter and
special flights as revenue producers, holding the line on costs
or even reducing them by tighter cost control, development of
existing markets, attempts to improve the company's financial
structure, and efforts to improve the safety, regularity, and
dependability of scheduled airline operations.3 The annual
report further noted that new or revised routes would be im-
portant in the coming year, and that the airline could easily

add ten new stations without increasing the current total

1Capital Airlines, Annual Report: 1948, p. 19.
%1pid., pp. 10, 21. 3mbid., pp. 2, 19.
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station expense level.

Perhaps the only pessimistic note was in the area of
passenger volume, where for some inexplicable reason, Capital
did not anticipate gains--but at the same time assured stock-
holders that it was prepared to handle any growth.

And, perhaps the only overly-optimistic note sounded
in 1948, was made by James Carmichael in his letter to stock-
holders: |

Eighteen months ago the continued existence of Capital

Airlines hung %n the balance. Today it is a vigorous,
going concern.

In actuality, the "continued existence" of Capital Air-

lines was to hang in the balance for another decade.

lpid., pp. 2, o.

2
Ibid., p. 2.




CHAPTER V

A PERIOD OF RELATIVE PROSPERITY: 1949-1953

1949: The Upswing Continues

Aviation Week reported in May, 1949, that Capital Air-
lines had come through the winter in “exceptionally good ‘
shape,” and that the carrier believed it finally went into the
black in April.l Slim Carmichael gave much of the credit for
his company's rebound to Aircoach, pointing out that it helped
reqgular daylight flights instead of diverting traffic from
them, and that it also made possible more efficient use of
equipment, facilities, and personnel between midnight and
6:00 A.M.2 |

Sharing the credit for putting Capital into the black
were government mail subsidies, newly-established sight-seeing
flights over Washington, addition of three seats each to the
carrier's DC-3's, reduced ground time resulting from instal-
lation of baggage racks and built-in ramps in the same planes,
a high perQEntage of flight completions, and contracting to
perform maintenance for other airlines and for businesses that

owned planes.3

l“Capital Airlines Position Improves," Aviation Week,
May 23, 1949, p. 46.

2
Ihid, 3Ibid., pp. 46, 47.
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The All-Important Subsidy )

The importance of government subsidies in post-war air-
line op;rations'cannot*be underestimated, for they kept many
carriers fromr going under. From the end of World War II to
the spring of 1949, domestic trunk lines lost more than
$32 giliian, but during 1948 alone govermment subsidies totaled
$47 miliion,'with payments to international and feeder lines
bringing the total to $102 million. Not only did subsidies
help éut’iirlines in the black, they also helped keep unprof-
itable ;ities on the routes and pay for wasteful practices
imposedfby CAB to regulate competition. Carmichael, for one,
insisted that if CAB were to remove certain route restrictions
his airline Qould be able to give better service to some
cities;:reduce service in others where traffic did not warrant
it, and put Capital $1.5 million in the black for 1949. As
much as, he disliked accepting mail pay ("It's a damned dole.
We're géing to get off it someday."), Slim Carmichael grabbed

all he ¢ould get for the time being.l

Ld

A Need for Modernization

A@-1949 rushed on, Capital Airlines'’ position continued
to imprbve, but things changé quickly in the airline industry.
Early ip 1949, Slim Carmichael had taken the position that his

line had no plans to purchase or lease new aircraft,2 but

1
Price, Saturday Evening Post, September 3, 1949, pp. 22, 50.
2pviatiop Week, May 23, 1949, p. 47.
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in spite of soaring passenger volume, the pinch of competitive
equipment began to be felt. Capital's fleets of DC-3's and
DC-4's were no match for the newer DC-6's, Constellations,
and Convairs being flown by rival carriers over parallel
routes, and it became evident that the only way to survive in
1950 was tp lay the groundwork‘in 1949. In September,
Capital announced that it was purchasing three 3l-passenger
Super DC-3's, and hoped to have twenty in the air by 1952,
while at the same time phasing out the older DC-3's. 1In
October, Capital boucht three 56-passenger Lockheed Constel-
lations, to be uscd neinly as supplements or replacements for
the DC-4's used ca i heavily trafficked l.ashincton-Chicago
route.1 Eventuall:s, two more Consitcllations were ordered for

1950, giving Capital an initial fleet of five.2

Aircoach Takes the Spotlicht

As Capital gaincd momentum, the airline industry specu-
lated that the carrier would soon become an all-coach line.
Wesley Pricé noted that this would be a remote possibility,
since it would not be looked upon with favor by CAB; rather,
Slim Carmichael envisioned a combination service--part coach,

part Pullman.3 Carmichael himself squelched all rwsors

1l
p. 50.

"Capital Connies," Aviation Week, October 24, 1949,

2Hughes, Sales Management, October 1, 1950, p. 37.

3Price, Saturday Evening Post, September 3, 1949, p. 50.
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of an all-coach airline while simultaneously maintaining he
did not plan to start a fare war. To this a competitor was
heard to say to him:
Slim, I'd hate to make aircoaches out of DC-6's, but
listen, I could stuff 77 seats in them if I had to. How
would you like that? Ha-ha! I am only kidding, Slim.*

Persuading people to fly was no laughing matter to Slim
Carmichael. He estimated that in 1948, only three to five
million people bought the fourteen million tickets sold by
domestic airlines, which served to demonstrate that what was
wrong with the industry was inability to sell the masses on
air travel. His oft-stated theory that Capital's Aircoach
would expand the market, rather than divert regular-fare pas-
sengers, was at last ripe for testing.

In the spring of 1949, CAB released findings of a study
it made on the aircoach. It was found that: (1) 34% of the
coach passengers flying Capital and four other<méjor lines
were diverted from regular fare flights, (2) 18.5% of Capital's
coach passengers were making their first commercial flight,

(3) 86% of the coach passengers making their first flight said
they would not have flown had this service not been available.?

In the fall of 1949, the U.S. Census Bureau surveyed non-
scheduled airlines, and released statistics of great interest

to the nation's trunk lines. The survey showed that: (1) 30%

of "nonsked" passengers had dPeen diverted from regular—fafe

lIbid.

2“Capital's Coach Gains Trim Mail Pay Need," Aviation
Week, August 29, 1949, p. 34. _
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flights (they had claimed only 10% of their passengers had
been so diverted), 15% from rail Pullman, 13% from rail coach,
4% from automobiles, and 2% from buses, (2) 23% would not
have made the trip at all had coach flights not been avail-
able, (3) 6% were not sure whether they would have made the
trip if there had been no coach service, (4) 6% were uncertain
how they would have traveled, (5) 1% would have taken more
than one form of transportation.1

A third survey showed that 21% of Capital's Aircoach
passengers had never flown before, compared with 11% first-
timers on regular flights.2

From all indications then, it appeared that Carmichael
was wrong in insisting that coach service would not divert
first class passengers. In fact, as many people were being
diverted from the first class flights as from all other forms
of mass transportation combined, at least for the non-scheduled
airlines. On the other hand, from all indications it seemed
as though Carmichael was correct in predicting that coach
service had expanded the hitherto static air travel market.

In the face of mounting evidence that the aircoach was
not doing the job it had been designed to do, and that its
original purpose had been distorted by competitive pressures,
Capital restated the oricinal concept in its 1949 annual re-

port by saying that in return for traveling at hours when

lCharles Adams, "How Is Aircoach Working Out?," Aviztion
Week, January 9, 1950, pp..43, 44. oo

2Hug‘hes, Sales Management, October 1, 1950, p. 39.
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planes would otherwise be idle, the public would receive a
bonus in the form of reduced fares. The aircoach, Capital
believed, would tap new sources of traffic, and in any event,
was not intended to compete with regular service. Capital

(said Capital) had adhered to the original concept,l

Aircoach Volume Sags
Throughout the first half of 1949, Capital Airlines was
able to report impressive traffic and sale- figures, thanks
to the aircoach service it had pioneered. As summer drew to
a close, however, so did Capital's brief surge to new heights.
Aircoach, which had saved the carrier from almost certain ex-
tinction, had become its own worst enémy. Eastern, No;thwest,
and TWA all were making inroads on Capital's load factors--
a consequence Capital had foreseen when it warned that CAB
authorization of coach service where such service was already
available would make all coach service unprofitable.2
Sadly for Capital, the prediction came true, and late in
1949, Aircoach lost money for the first time since its inaugu-
ration. Capital also suffered a slump in regular-fare traffic,
but while the carrier attributed this to the usual seasonal
slack period, it blamed coach service declines on competition
from TWA and Northwest.3

Despite the downtrend, Capital refused to give up on

1
2

Capital Airlines, Annual Report: 1249, p. 18.
Adams, Aviagion Week, January 9, 1950, p. 43.

*Ibig.
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Aircoach, and in September began coach service on the New York-
New Orleans and New York-Atlanta routes. Capital was notl
alone, however, as Eastern Air Lines also started coach service
on the same two routes in the same month. Ry the end of
October, Capital could show only a 23% average lcad facit-:z
for the Atlanta route, and in Decenber decided to susgend
service until the following spring--but Capital held onto its
New Orleans segment tenaciously, believing it would still be
a revenu.e--producer.1

The extent to which Capital's share of the aircoach
market was being carved away was apparent from its load factor
performance. Between June and November, 1949, the airline's
average load factor on east-central area coach flights tumbled
from a peak of 85% down to 58%, and with Atlanta and New Or-
leans included, the November figure was a dismal 49%. This
compares with an average load factor of 76% for the first
eight months of 1949. It would be misleading to assume,
however, that the abnormally high load factors reported by
Capital were unique. For example, the coach service Northwa:t,
Airlines established in March, 1949, reported load factoirs «f
60%, 80%, 87%, 92%, 90%, and 82%, for the April-September
period, while for the same period, Northwest's regular--farc

2
service load factor ranged from 47% to 68%.

l"Capital Halts One Coach Segment," Aviation Weok,
December 5, 1949, p. 17.

2

Adams, Aviation Week, January 9, 1950, p. 43.
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Another airline reporting high volume on its coach
flights was TWA, which inaugurated@ DC-3 coach service between
Kansas City and Los Angeles in February, 1949, and Stratoliner
coach service on its New York-Chicago route in June, 1949.
The airline reported load factors of 81% for the first eight
months of the DC-3 operation, and 8<% for the first four
months of the Stratoliner service.l

Thus, while load factors for coach flights were uniformly
higher than those for regular-fare flights, they were common
to most airlines offering this service. The one bright note
for Capital was the profit Aircoach had earned before starting
its downward plunge--$30,000 a month from November, 1948,
through July, 1949, with a total passenger volume of 83,000.2
Even after the downtrend started, Slim Carmichael was optim-
istic, for the eastern railroads had just raised fares 12.5%,

opening up a orand new coach market--and making it the closest

competitor to bus transportation.'3

The Charter Picture Was Bright
While Capital Airlines battled t> maintain its position

in the race it had started, it did not forget the market for
charter and special flights unearthed in 1948. Athletic teams

were still considered the most likely prospects for group

Ib;‘ d.
2pviation Week, August 29, 1949, p. 33.

3Aviation Week, December 5, 1949, p. 17.
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flights, accounting for 60% of sales by 19501--though in
1949, clubs, associations, and other groups were also tapped.2

Special sight-seeing flights, which had their beginnings
in Washington, Pittsburgh, and Cleveland,3 spread to forty
cities by 1950.4 These weekend excursions proved an instant
success, at least in Washington, where for the first quarter of
1949, load factors averaged 98%.5

Another promotion-getter was Capital's "Mystery Flight,"
which eventually rated a picture story in Q;fg,s This Capital
original attracted vacation-bound people who apparently were
undecided as to where to spend their vacations, for the premise
was that when a passenger boarded a "Mystery Flight," he
didn't know where it would take him.7

Thanks largely to imaginative promotions such as these,

Capital again led the industry in charter and special flights
in 1949, grossing $550,000.8

Advertising and Publicity

Capital Airlines managed to offset late-year losses in

coach traffic by seeking out passengers at every turn, and

1Hughes, Sales Management, October 1, 1950, p. 125.
2Capital Airlines, Annual Report: 1949, p. 19.
3Aviation Week, January 30, 1950, p. 50.

*ﬂughes, Sales Management, October 1, 1950, p. 125.
Saviation Week, May 23, 1949, p. 47.
6Hughes, Sales Management, October 1, 1950, p. 125.
7Bgs;gesg'WEek, September 30, 1950, p. 46.

8Hughes, Sales Managezment, October 1, 1950, p. 39.
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ended 1949 in considerably better shape than in the previous
year. This surprised even Slim Carmichael, who had said at
the start of 1949: "[I see’] no reason to expect an increase
in Capital's business in the near future."1
One reason for Capital's comparative success was its

sales program, the objective of which was to develop mass
markets, with major emphasis on its newspaper campaign. 1In
the words of James Austin:

[?apital haé] staked everything on an aggressive, con-

sistant newspaper campaign [ﬁhat has don%} a truly mag-

nificent job [for the airling] .2

For 1949, this meant using every newspaper in every one

of the seventy-three cities then served by Capital, except in
New York and Chicago, where several newspapers were not sched-
uled. The resulting media list included 127 publications,
with Capital runming two to three insertions a week year-round,
in sizes ranging from 80 to 270 lines. The advertisements
wer; run in preferred positions (usually page two or three),
at the top of the column, next to reading matter. Austin ‘
said Capital paid an average premium of 25% for this space,
adding that "I would rather have 100 lines in preferred posi-
tion than 125 r.o.p. at the same cost."3
Most insertions were scheduled on Monday, Tuesday, or

Wednesday to avoid heavy competitive advertising, and also to

take advantage of the relatively low volume of air traffic on

leiatiog Week, October 24, 1949, p. 50.

2Rovner, Editor and Publisher, January 14, 1950, p. 1l6.

*mid.
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those days ("The air-minded@ audience is more likely to be at
home early in the weék," Austin theorized).l

Capital Airlines was also a firm believer in direct
mail, turming out thousands of post cards annually on office
duplicating machines in a campaign, described by Business
Week as a "scatter-shot method that gets results," that was aimed
at businessmen who attended conventions along Capital's routes.?
The Direct Mail Advertising Association was enough impressed
that it judged the airline's mail effort as the best in the
entire transportation industry in 1949.3

Capital's advertising and publicity budget of just over
$1 million was carefully distributed among several revenue-
producing categories--Aircoach, regular service, interline
sales agency sales, special events, international sales,
cargo sales, and timetable and promotional material space
sales. According to the airline, each area was de:cloped
"as if each constituted a separate and distinct consumer
product being sold under the ‘'Capital' brand name."4 1In the
area of cargo sales, for example, a specialized Cafgo Sales
Department was maintained in large industrialrmafkets, and was
supported by an advertising campaign directed specifically to
shippers. As a typical example of Capital's efficiency, how-

ever, the carrier's entire sales force was on the lookout for

cargo servicebuyers.5 Even the advertising for its number one

lrbid. 2Business Week, September 30, 1950, p. 46.

Rovner, Editor and Publisher, January 14, 1950, p. 16.

.4Capital Airlines, Annual Report: 1949, pp. 16, 26.

Sm.d-: P. 17. .

3
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commodity, Aircoach, was expected to spin off benefits to
the company over and above its effects on thE'coach‘market.l

Despite the increasing emphasis it was placing on ad-
vertising, Capital still believed strongly that selling air-
line services was basically a person-to-person job, as indicated
in the following statement from the 1949 annual report:

Capital's product is service. The basic ingredient in ser-
vice is the attitude of the people who perform the service.
Capital's personnel relations, therefore, are of tremen-
dous importance because they are girectly reflected in the
quality of the service performed.

Personnel relations were not regarded lightly at Capital,
probably because they played such a crucial role in the crisis
of 1947. The spirit and teamwork of the employes, to whom
Capital had taken its case with no punches pulled, were given
due credit by the airline for their part in its recovery.3

In 1949, Capital also reiterated its contention that
word-of-mouth advertising was a "potent sales force," and ap-
pealed to stockholders to recommend Capital whenever the op-

portunity arose.4

Route Structure and Finarces

Capital made little headway in 1949 toward improving its
route system, but did petition CAB for removal of restrictions
on some routes, and applied for a new route to Puerto Rico.5
Another accomplishment, which drew little attention, was CAB

approval for an equipment interchange between Capital and

laviation Week, August 29, 1949, p. 34.

2Capital Airlines, Annual Report: 1949, p. 22.

31bid. 41pid., p. 23. >Ibid.. pp. 13, 14.
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National.l Although it wasn't put to use immediately, the
CAB blessing would have great implications on Capital's pene-
tration of the lucrative Florida vacation market.

Financially, Capital had strengthened its position in
1949, though it was far from paying its debts. On the sur-
face, Capital was the sixth largest domestic air carrier in
terms of total dollar volume from all sources ($27 million),
with net income only slightly less than that reported by Eastern
and United, which ranked second and third in size and carried
three times as many passengers as Capital.2 The carrier did
well enough to turn 5 $126,000 weflcit into a $1.6 million
profit,3 thanks in some measure to a 28% increase in passenger
volume--twice the industry-wide average.4

On the debit side, the $4 million bank loan in 1946
had been reduced to less than $400,000,5 the total funded
debt had been cut to $7.2 million, and the carrier's assets
were now nearly double its liabilities.6

President Carmichael attributed the record operating

revenues racked up in 1949 to "the sales and promotional effort

of the company.“7 Some free publicity in the form of a

lrpid., p. 13.

2Hughes, Sales Management, October 1, 1950, pp. 37, 38.

3§usiness Week, September 30, 1950, p. 44.
QAviation Week, January 30, 1950, p. 50.
SAviation Week, Octcber 24, 1949, p. 50.

6Hughes, Sales Management, Octcber 1, 1950, p. 39.

7Ibid.
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Saturday Evening Post feature also helped things along, ac-
cording to one observer.l

For the year just ended, Capital had solved ome of its
major problems--acquisition of pew equipment. Aviation Week
saw this accomplishment as marking "a new high in the car-
rier's comeback from the brink of bankruptcy.“2

The year did end on a sad note, however, as a DC-3 crash

3 Hopefully for Capital,

on December 12 claimed six lives.
it would not drive potential customers away from the carrier's

ticket counters.

1950: A Big Year For Advertising

Capital Airlines' stockholders had been promised the
"most aggiessive promotional campaign" in the company's
history for 1950, and they were n;f let down.4 Much of the
effort was centered around the new Constellation service, but
that would come later in the year. In the meantime Capital
was pushing its other services with renewed vigor, and in
keeping with the company's philosophy, selling began right

at home.

Personnel Relations
It has already been pointed out that in Capital's darkest

lI-Iughes, Sales Management, October 1, 1950, p. 39.
2pviation Week, October 24, 1949, p. 50.

3Capital Airlines, Annual Report: 1949, p. 22.

*Ipid., p. 4.
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hour, Slim Carmichael tocl. his case to the people who worked
for him: "We tell [our employes ] in detail--the bad with the
good--how things are going. We don't soft-soap them, nor
minimize problems."l

Part of Carmichael's program of taking employes into
his confidence included distribution of edited confidential
management reports, and a policy by which "all our people
from foremen up attend monthly meetings in Washington.“2
The results, according to one aviation consultant quoted by
Sales Management: "Capital has developed the best sales spark
of all the airlines."3

A part of that "sales spark" was generated by special
employe incentive programs, including: (1) a contest for in-
ternational business, with top prize being an all-expense-paid
trip, (2) "in-flight" contests among 150 hostesses and 100
male flight attendants, for signing continuing and return
flights. These two contests alone produced $109,000 extra
revenue in the spring of 1950, leading to a decision to re-
peat them the following fall and spring. And if it seems odd
that Capital should be promoting business abroad when it was
limited to continental United States, it was just another of
Slim Carmichael's customer services; that is, Capital offices
in seventy-four cities would sell air travel anywhere in the

w'orld.4

lHughes, Sales Management, October 1, 1950, p. 124.
21p; 31bid. 41pid., pp. 39, 124.
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The Advertising Program

Direct Mail.--Despite Capital's quest for international
business, domestic business held the spotlight. Fresh from
its award-winning direct mail program, Capital wisely tried
again in 1950, this time with a budget of $30,000. In the
first half of 1950, Capital sent sixteen "tailor-made, whim-
sical mailing pieces to 30,000 convention prospects--including
antiquarians, barristers, bakery engineers, and sales execu-
tives."1

In conjunction with the introduction of Constellation
service, Capital mailed 125,000 "invitations" to likely pros-
pects, with Lockheed generously picking up the tab.2 Capital's
intensified direct mail campaign, which also included promo-

tion of seasonal travel,3 impressed DMAA judges to the tune

of a second consecutive "best of industry" award in 1950.4
Newspaper.--A budget of $900,000 was set for 1950, with

one-third for promoting regular service and two-thirds for
Aircoach and Family Fare Plan advertising. In addition to

a schedule of 136 newspapers, ads were run in travel agentﬁ&
business papers, sales retailing papers, and some 100 college
pu‘bl:i.cations.5 The latter were scheduled by Capital as a con-
tinuing part of its effort to tap the rich charter and group

travel markets.

[

Ibid., p. 128. 2

Ibid., p. 126.
Capital Airlines, Arnual Report: 1951, p. 16.
Rovner, Editor and Publisher, January 14, 1950, p. 1l6.

Hughes, Sales Management, October 1, 1950, pp. 126, 128.
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Charters.--Colleges represented only one segment of the
charter market, however, and Capital sought to reach at least
part of the remainder through travel agents. Largely as a
result of business paper campaigns directed at travel agents,
who were sold on promoting the airline on a "mass-volume" basis
rather than a "long-haul" or “resort" basis,l revenue from
them doubled between 1946 and 1950--amounting to $1 million
per year in 1950.2

The importance Capital attached to its special events
business was evident from a statement in the 1950 annual re-
port:

The prestige and good public relations inherent in these
profitable movements represents an intangible advertising
and promotion value that is reflected in the revenue pro-
duction of the Company's regular services.

The popularity of the charter rate--less actually than
Aircoach fares per head per mile4—dwas further evident in the
list of more than 150 sports teams and companies named by the
airline as charter flight users.s

Cargo Sales.--Ads in the sales and retailing trade pub-

lications were aimed at the cargo market and featured testi-

monials by leading shippers.6 Emphasis was placed on the speed,

1§g§ine§§ Week, September 30, 1950, p. 46.

Hughes, Sales Management, October 1, 1950, p. 126.

w N

Capital Airlines, Annual Report: 1950, p. 17.

>

Hughes, Sales Management, October 1, 1950, p. 125.

wn

Capital Airlines, Annual Report: 1950, p. 17.

6Hughes, Sales Management, October 1, 1950, p. 128.
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dependability, and economy of shipping everything from shoes
and radios to boats and mushrooms via Capital air cargo ser-
vice. Perhaps this hard-sell campaign accounts for Capital
being able to boast of the highest cargo load factor of any
scheduled air carrier in the Unite8 States in 1950.l

Magazine.--Historically, Capital Airlines restricted its
print campaigns to newspapers, while its biggest competitors
poured considerable advertising dollars into magazines.2 All
this was changed in 1950, however, as the carrier allocated
$85,000 to its first national magazine effort, scheduling ads
in New Yorker, Saturday Evening Post, and 2;g_.3 The initial
campaign was designed as a prestige-builder, running in con-
junction with the introduction of Capital's Constellation
service.4

Other Media.--Capital budgeted $20,000 for outdoor ad-
vertising in 1950, and an undisclosed amount for spot radio.
In addition to its spot schedule, Capital district managers
in Mobile, Toledo, and Charleston (West Virginia) broadcast

5 appérently not only

aviation news programs over local stations,
as a public service, but as a community public relations function

as well.6

l1bid., pp. 39, 128.

2Rovner, Editor and Publisher, January 14, 1950, p. 16.
3Hughes, Sales Management, October 1, 1950, p. 126.

4Businesg Week, September 30, 1950, p. 46.
5

Hughes, Sales Management, October 1, 1950, pp. 125, 128.
6Capital Airlines, Annual Report: 1950, p. 16.
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Aircoach Campaign.--The approach Capital Airlines used
in its 1950 Aircoach campaign was a far cry from the reminder
type advertising of the '40's, as is evident from Plate V.
The campaign, built around the visual "Flying Scotchman" and
stressing economy and popularity in copy, was one of only
two transportation companies (and the only airline) to be in-
cluded in the 1950 edition of the American Newspaper Publishers

Association Blue Book of Newspaper Advertising.l

"Queens of All the Air"

Capital Airlines launched the most ambitious promotion
campaign in its history in 1950 in anticipation of its new
Constellation service.? The carrier was staking its future
on the competitive equality the Constellations would create,
to the point that all advertising and promotion materials,
"from baggage stickers to 47-inch neon point-of-purchase signs
to a 60- by l4-foot painted bulletin in Cleveland's Municipal

3 Capital was

Stadium," were redesigned around the airplane.
hardly in a position to go it alone, but based on past in-
genuity, it should come as no surprise that the airline form-
ulated a three-pronged attack to help distribute the financial
burden: (1) the company's own promotional efforts, (2) cam-

paigns by Lockheed--builder of the Constellation, (é)ﬂpromo-

tional tie-ins by suppliers to Capital and Lockheed.

lCapital Airlines, Annual Report: 1951, p. 1l6.
2Capital Airlines, Annual Report: 1959, p. 4.
3Hughes, Sales Management, October 1, 1950, p. 128.
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PLATE V

CHICAGO - 529*° - 4rs. 49 min.

(Rail Coach: $30.7 1 —16 hrs. 40 min.)

MINNEAPOLIS
st.pauL .~ — S41° DETROIT — $21%
7 hrs. 52 min. 4 hrs. 9 min.

(Rall Coach: $37.49-=26 hrs.) (Roil Cooch: $23.25-—12 hrs. 18 min.)
Equally fast flights . . . equally low fares to Milwaukee,
Cleveland, Pittsburgh, New Orleans, Mobile,

Birmingham and Knoxville

1Al fares plus fedecal tox)

FOR RESERVED SEAT TICKETS: Brooklyn Alcfine Torminal (opposite A & $), 90 E 42nd St.
& 163 Brocdway, & Alrport Terminal Newark or your travel agent. For Alr Travel
ANYWHERE in the World, Coll MUrray Hill 7-8330. In Newark, Mirchell 3.3029

Lapital

a“

LRI Tl
4% AWy N
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All that remained for Capital was che staggering task
of coordinating the three phases so they would converge, with
full impact, py introduction time in October.

Lockheed's Part.--It was noted earlier that Lockheed ab-

sorbed the cost of a Capital direct mail campaign to 125,000
prospects,1 but the aircraft manufacturer was to contribute a
good deal more to the Constellation promotion program.

A key element was a one-year campaign in twenty-five
major market newspapers, placed through Lockheed's advertising
agency--Foote, Cone and Balding.2 The aircraft manufacturer
alsd‘bought 2Z-sheet posters ammouncing Capital "Connies" in
Milwaukee, Minneapolis, and Norfolk, and at still other levels,
it scheduled trade ads and house organ articles telling the
story of Capital's new service.?3

The most ambitious project, however, was a mock-up of
a Capital Constellation "Cloud Club"--built by Lockheed in the
o0ld New York Airlines Terminal Annex.4 The Cloud Club was a
scparate lounge in the front of the plane where, according to
Capital, one could play”cards, rest, or listen to the radio
amid "colorful flowers and decorations, luxurious lounge

chairs, divans, tables."> Capital was gambling that the plush

atmosphere of the Cloud Club would justify its cost--$50,000

lSuQra, p. 58.
T
2Hughes, Sales Manacgcrent, October 1, 1950, p. 126.

3“Introduction of a New Service Demands Something More
Than Us.pal,“‘ Printers' Ink, September 1, 1950, p. 39.

“Hughes, Sales Management, October 1, 1950, p. 126.

Ibid., p. 128.
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per plane.l

The Suppliers' Part.--James Austin loocked far beyond
the airline industry for help in promoting Capital's new ser-
vice, and in doing so, decided to use the tie-in technique
employed successfully by non-airline advertisers.

First, he wrote to 352 Capital suppliers--everyone from
gasoline and-;g:;kplug manufacturers to firms that supplied
Lockheed. Austin's letters explained the impending Constel-
lation service, outlined a sixty-day promotion to the trade,
and asked if they would like to participate. As a starter,
he suggested that a minimum three-page insertion in each of
two trade publications would be desirable, with Capital sup-
Plying electros, repros, and spccial olocna: slugs. Austin
was so confident of ftavorable reaction to his letters that
he, Joel Daniels (Capital's advertising manager), and John
Anderson (Capital's sales promotion manager), prepared the
proposed kit in six days--complete with an explanation of the
program, proofs of available electros and examples of how to
work them into completed ads, art for new ads, and radio and
television copy. The success of the program was virtually
assured by an 80% response by the time the kit was ready--
though not all of them were favorable.2

Next, Capital's field men and the trade magazines went

into action. Promotion kits were delivered to all 352 suppliers,

lIbido Y} po 38 . R

2Printerg' Ink, September 1, 1¢50, p. 39.
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and the results of each call were tabulatéd so that the solic-
itation program could be controlled, and return calls made on
promising prospects. Said Printers' Ink of the campaign:
If anybody in the aviation industry doesn't know by the
end of Oc?ﬁber that Capi?al is goiyg Constillation, he
can be written off as blind or illiterate.

Approximately 200 tie-in ads were scheduled by mid-August,
and on August 28 the campaign was officially launched. Capital
also received bonuses in the form of supplier stories of their
contributions to the Constellation, and local retail ads run
by department stores, caterers, and other firms with an inter-
est in the airline business--some of them using Capital layouts
such as shown in Plate VI.2 Ezfn the Girard Perregaux Watch

Company got into the act, proclaiming itself the "Official

Watch of Capital Airlines."3

Capital's Own Campaign for Constellation.--Large-space
newspaper ads, built around the theme "Queens of All the Air,"

announced Constellations as they went into service on such

4 There

routes as Chicago-Washington and Chicago-New York.
were also radio spot announcements and trade and consumer maga-
zine advertisements, direct mail to travel agents, feeder lines,
and hotels, and display piecegi timetables, and baggage stickers.
The public relations forces also swung into action to keep

media informed of maiden flights and plan christenings.5

[
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Hughes, Sales Management, October 1, 1950, p. 128.

D

Ibid., p. 126.

Printers' Ink, September 1, 1950, p. 39.

wn



PLACE

vour

FASHION
FIGURE

4
)




>
~




67

Capital was Obviously high on airliner christenings, despite
that poor turnout for Kyle MacDonell's Night Hawk launching
in 1948, but this time a better-known celebrity was chosen to
do the honors, with none other than Margaret Truman dedicating
the Constellation "United States.“l

Capital's follow-up hewspaper campaign, as exemplified
by Plates VII and VIII, shifted emphasis from luxury to price.
This was a curious turn of events, in view of all the fanfare
and prestige surrounding the plane at introduction time,
the considerable amount of money spent on creating and adver-

tising plush interiors, and even with the names given the

flights--"President,"” "Diplomat," "Constitution," "Executive,"

and so on.2

Competitive at Last.
Admittedly, Capital Airlines had purchased the Connies

as replacements for the older DC-4's in markets where compet-
itive equipment put the carrier at a disadvantage.3 The Super
DC-3's, also purchased in 1949, served a different purpose--pro-
viding better inter-city service with a speed and performance
capability greater than the older DC-3'8.4
An ironic twist put the Chicago-Washington route on the

Constellation priority list, even though Capital's LC-4's were

already carrying half the industry volume--and in direct com-

lHughes, Sales Management, October 1, 1950, p. 128.

2Lbid.

3Capital Airlines, Annual Report: 1949, p. 20.

4 .
Capital Airlines, Annual Report: 1950, p. 14.
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PLATE VII
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PLATE VIII
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petition with the DC-6's of Americam and United, and the

Constellations of TWA.1 Sales Management, which provided the

information, did not speculate om the effects Capital‘'s Connies
might have on share of market, but Capital itself was confident
enough to go ahead and order seven more of the aircraft--call-
ing them a "significant development" that introduced a "new
concept of comfort and service aloft."2 The airline also
noted that the prestige aspect was a "potent sales factor in

the promotion of all of Epapital'é] services."3

Route Problems Remain Unsolved -
Despite its improved competitive position in the equip-

ment race, Capital continued to be plagued by shortcomings in-
herent in its route structure. The airline was unique in
serving not only all U.S. cities of over 500,000 population
(except Boston, Houston, Los Angeles, and San Francisco), but
towns as small as 3,000 as well.4" This was not a position to
be envied, however, for the main routes were highly competi-
tive and the short-haul routes weré unprofitable, and none of
the routes--long or short--generated resort business.> More-
over, the carrier's 5,810 route miles represented only one-

fourth to one-half that of the top five trunk lines, four of

lHughes, Sales Management, October 1, 1950, p. 39.

2Capital Airlines, Annual Report: 1950, p. 4. 31bid.

4Hughes,‘Sales Management, October 1, 1950, p. 39.
5Business Week, September 30, 1950, p. 46.
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which were transcontinental operations;l amd the averagé pas-
senger trip was less than 300 miles omr am average fare of $18.2
Still, Capital continued to defy the odds, and in 1950
showed a revenue increase of 17%, compared with the industry
average of 14%.3 In doing so, Capital claimed to have carried
4

50% of all aircoach passengers for the year. Apparently,

the $1.2 million spent for advertising and sales promotion had

paid off.5 But whatever the reason for Capital's survival

may have been, Slim Carmichael's version went as follows:
Capital's comeback has been based on realism. We've had
to do the job by making the most of what we had. We first
did it, and made money, in 1943, when our entire fleet had
been reduced to seven planes. We've done it again, under
even tougher conditions, since 1947. Among other things,
we've had to regain the respect of our own industry, the

financial community, the cgties we serve. And our own
stockholders and employes.

vlﬁughes, Sales Management, October 1, 1950, p. 37.

2Capital Airlines, Annual Report: 1950, p. 1ll.

3§usine§g Week, September 30, 1950, p. 44. 4;§;g., pP. 46.
snughes, Saleg Management, October 1, 1950, p. 126.

6.

Ihido' po 38.
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1951: An Unspectacular Year

Custamer Services

Sbme of the biggest news in a relatively quiet year
occurred in the area of custdfer sgrvices. In the innovation
department, Capital updated its reservations system to intro-
ducing a ticket dispenser calculated to save twenty-five seconds
per sale--or seven hours a day in Washington alone.l The ticket
dispenser was conceived by Capital's assistant treasurer, which
proved that at Capital, anyone could get into the efficiency act.

Meanwhile, Capital's Constellation service moved steadily
ahead, expanding its operation southward on January 10, 1951.2
The route, between New York and Atlanta, not only broke the
monopoly Eastern Air Lines had held on nonstop service, but
threatened to provide Eastern with some real competition, as
Aviation Week pointed out:

Eastern is up against Capital's more de luxe service, ac-
tively promoted, using a 50-passenger-seating-density
Constellation that has a lounge forward, complete with
potted plants and caged lovebirds. Capital's whirlwind
<p¥bmotion and inauguration of the serv}ce puts a new
face on southern service to the north.

Capital had actually received CAB approval for nonstop
service to Atlanta in 1948, but did not exercise the option
at that time because of a financial situation that called for
"pruning rather than sprouting new routes.“4 Said one Capital

official of the new service: "This route puts our airline on

l"Quick Ticket," Business Week, August 11, 1951, p. 94.

2“Capital Rings Bell on N.Y.-Atlanta Run," Aviation Week,
February 12, 1951, p. 42.

31bid., pp. 42, 43.  “Ibid., p. 43.
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Main Street.“l

Capital took a step even farther south in March, when
its interchange with Natiomal Airlines was finally put into
operation.2 Under the terms of the agreement,  Capital was
permitted to fly through-plane service from its northern
cities to National's Florida and Caribbean resort markets
during the winter months, with Natio<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>