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Ht _ Tuesday, April 21,1987

Air fare wars 
to continue 
this summer
But won’t apply to Alaska
By BILL MENEZES
The Assooaied Press

NEW YORK — Several m ajor a irlines said 
Monday they would extend the ir lowest d is­
count fares through the  end of summer, but 
the tickets would be more expensive and carry 
more restrictions than the cut-rate fares un­
veiled earlier this year.

The lower fares w ill not apply to travel 
between Alaska and the Lower 48, a  local 
travel agency spokesman said.

" I t 's  fair to say th a t in the current pricing 
environment that the relatively high fares 
between Anchorage and the Lower 48 help~ 
offset losses from fare w ars in th e Lower 4B?r  
said Scott McMurrcn or ta s y  i  rJVSl.

Also Monday. Continental A irlines said it 
had asked the Department of Transportation 
to require U.S. airlines to routinely disclose 
service information such as on-time perfor­
mance. complaints about lost luggage, and the 
time it takes for answers on telephone reser­
vation lines.

C ontinen tal and E aste rn  A irlin es, bo th  
units ol Texas Air Corp., said they would 
continue offering  the  special " H a x sa v e r"  
fares previously slated to end May 20.

Those non-refundable fares, which were 
matched by o ther m ajor airlines when in tro ­
duced in la te  January, are  discounted as much 
as 80 percent from regular fares and are less 
than the supersaver fares th a t previously 
were the industry 's lowest.

Northwest Airlines said it  would m atch the 
discount fare extension. U nited and Delta and 
American representatives said th e ir  compa­
nies were studying the fare announcements.

Industry analysts said they expected the 
m ajor airlines to follow the  move, noting the 
summer fares would be higher to reflect the 
peak travel season and the  advance purchase 
requirem ents would be slightly  greater.

“Those are two positives," said Louis Mar- 
ckesano, of Janney Montgomery Scott Inc. in 
P ittsburgh. "We were hoping they would 
modify pricing upward and or increase the 
minimum stay  involved."

Thomas G. P laskett. C ontinental's presi­
dent, told a news conference the Maxsaver. 
fares had proven "extrem ely popular," and 
some 3 m illion passengers had bought the 
fares since Feb.l.

The fares good through May 10 — intended 
to.fill seats th a t otherwise would go em pty on 
many flights — could be purchased at any 
time up until two days before the. flight. 
Passengers changing or canceling th e ir  reser­
vations forfeited the entire ticket price.

The summer fares trill cost more than the 
earlier Maxsavers and the advance purchase 
requirement was stretched to seven days. 
They also require a Saturday night stayover 
and a roundtrip purchase.

The summer Maxsavers are priced from 838 
to $278 roundtrip, compared with a range of 
$38 to $198 roundtrip before May 20. A 
Maxsaver flight from New York to Los A n­
geles, for example, would be $129 one-way 
this summer, compared w ith $89 each way 
before May 20.

Continental also said it was trim m ing the 
advance purchase restriction on its regular 
supersavers to seven days from 30 days, while 
reducing the cancellation penalty  to 25 percent 
from 50 percent.



New logo suggested <***, 
for Alaska Airlines >̂ V>v/3/> e-

• .r.ip -,1.,. • * 2 . / /  2 " /  5 ^Dear Editor:
While watching television last 

night I saw a commercial on one of 
the Seattle TV stations for Alaska 
Airlines. This ad was for roundtrip 
airfare to San Diego -  2,100 air 
miles, plus two nights' hotel accom­
modations for a  total of $267. The 
cheapest roundtrip airfare from Ju ­
neau to Seattle, 1,818 air miles, is 
$340 and includes nothing extra.

Seeing this commercial brought 
to mind the Great Logo Crisis of 
Alaska Airlines that has been in the 
news so much during the past few 
weeks. My suggestion is h  get rid of 
the Eskimo and replace nim with a 
picture of Jesse Jam es -  gun, mask 
and all. This would better represent 
the highway robbery we all face buy­
ing an airline ticket in Southeast 
Alaska.

Thank you,
Daan Nordanaon 
Auka Bay
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Lower fares would / fa i /g y  
create happy faces
Dear Editor:

I think concerns are being mis­
placed about Alaska Airlines’ adver­
tising symbol. While this issue has 
been capturing headlines and legisla­
tors’ attention, Juneauites continue 
pi.ying air fares that are  among the 
highest in the country.

I ’m currently planning a trip to 
Boston. The round-trip air fare for 
the approximately 900 miles from Ju ­
neau to Seattle is $340.60. The round­
trip fare for the approximately 3,000 
miles from Seattle to Boston is $238. 
I ’ve lived in Juneau for 14 years and 
I've yet to talk to anyone who hasn’t 
shared my ill feelings about air fares 
from Juneau. I really cannot believe 
that costs here justify fares two or 
three times greater per mile than 
typical Lower 48 fares. I ’d a t least 
feel a lot better about paying higher

a ir  fares from Juneau if those fares 
could be justified and that justifica­
tion be publicized with the sam e vig­
or as the recent logo switch.

I do have empathy for the airline 
business here in that I don’t think it’s 
reasonable to expect healthy compe­
tition in such a confined market. I 
believe it would be good for the pub­
lic and the airline industry if an ap­
propriately sanctioned monopoly 
could be granted to one airline to 
serve all of Southeast Alaska. I’m 
thinking of this in similar term s of 
the monopolies that utility compa­
nies now operate under. In the case 
of a ir service we would have the op­
portunity to nationally solicit bids to 
obtain the best service for the best 
price over a specified time.

In this manner, the public would 
benefit from expanded competition 
and the winning airline would be as­
sured the highest possible volume to 
allow the lowest possible cost per 
passenger mile. This would bring air 
fares down and I suspect Juneau 
would see more tourists while the 
state and private sector would save 
on travel costs.

I appreciate having the opportuni­
ty to share my views and I encour­
age others to share their opinions 
about this. I think we need everyone 
to work honestly together on this so 
we will all be winners and fly with a 
happy face.

Sincerely,
Mark J . Miller 
Douglas
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Alaska jitafe ^legislature 

jpCouse cf ^Representatives
4007  BRENTW OOD CIRCLE 
ANCHORAGE. ALASKA 99502 
(907 ) 240-7574

WHILE IN JUNE*U  
BOX V
JUNEAU . ALASKA 99811 
(907 ) 465-4939

REPRESENTATIVE
ALYCE HANLEY 

DISTRICT 9, SEAT B

MEMBER 
HEALTH. EDUCATION AND 

SOC IAL SERV ICES COMMITTEE
REGULATION REVIEW  COMMITTEE

F e b r uary 16, 1988

M E M O R A N D U M

TO: All Ho use M e m b e r s

FROM: R e p r e s e n t a t i v e  A l y c e  Hanle

SUBJECT: R e s o l u t i o n  r e l a t i n g  to the cost of air travel and to
compet i t i o n  in the airline industry; and a bill 
relating to u n f a i r  trade practices of air carriers and 
ticket a g e n t s .

I have p r e p a r e d  for i n t r o d u c t i o n  this m o r n i n g  the attached H o u s e  
R e s o l u t i o n  and Bill c o n c e r n i n g  the h i g h  cost of airline travel 
n o t  only w i t h i n  the State of A l a s k a  but to and fr om Alaska.
A  similar r e s o l u t i o n  was i ntroduced  during the 14th L egisl ature 
and the cost of c o mmercial p a s s enger fares continues to increase. 
In addition I have also introduc ed a bill to add a n e w  section to 
Title 2 called U n f a i r  Trade Practices. This section outlines who 
can file complaints and adds penalties for p a r t i c i p a t i n g  in 
restri c t i o n  of compet i t i o n  in air commerce.

I w o u l d  w e l c o m e  y o u r  c o - s p o n s o r s h i p  of this r e s o l u t i o n .  If  y o u  
h a v e  a n y  q u e s t i o n s  p l e a s e  do n o t  h e s i t a t e  to c o n t a c t  m y  o f f ice.

Attachments 2
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IN THE HOUSE BY  HANLEY

:1 HOUSE RESOLUTION NO. / 2 ^

IN THE LEGISLATURE OF THE STATE OF ALASKA 

■; FIFTEENTH LEGISLATURE - SECOND SESSION

Relating to the cost of air travel and 

to competition in the airline industry. 

BE IT RESOLVED BY THE HOUSE OF REPRESENTATIVES:

WHEREAS airline travel is an essential means of transportation for the 

l! people of the state; and

WHEREAS the competitive market forces in man y  other states have caused 

a decline in commercial passenger air fares; and

WHEREAS there are no competitive forces in the state to cause a sig­

nificant decline in commercial air fares; and

WHEREAS commercial passenger air fares are higher today and continue 

!! to escalate upward; and

WHEREAS the cost of air travel in the state has become prohibitively 

expensive in many rural areas; and

WHEREAS passengers traveling to and from Alaska p a y  a significantly 

'' higher fare per air mile than passengers traveling between other states; 

and

WHEREAS the commercial air carriers appear to be engaging in setting 

mutually beneficial fare rates that restrict a free and open competitive 

market;

BE IT RESOLVED that the House of Representatives urges the Governor, 

the Attorney General, and the commissioner of  transportation and public 

facilities to investigate and report to the legislature any barriers to an 

open and competitive airline industry and pursue every avenue that will 

reduce the cost of airline travel for passengers traveling to and from the 

State of Alaska.
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IN THE HOUSE BY HANLEY

HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to unfair trade practices of air

carriers and ticket agents."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 02 is amended by adding a new chapter to read:

CHAPTER 07. AIR COMMERCE TRADE PRACTICES.

Sec. 02.07.010. UNFAIR TRADE PRACTICES. (a) The department, 

upon its own initiative or upon complaint by an air carrier, ticket
I

agent, or a member of the public, shall investigate and determine i 

whether an air carrier or ticket agent has been or is engaged in 

unfair or deceptive practices or unfair methods of competition in air 

commerce or the sale of air commerce.

(b) If the department finds, after notice and opportunity fori
!

hearing, that the air carrier or ticket agent is engaged in unfair or j 

deceptive practices or unfair methods of competition, it shall order I 

the air carrier or ticket agent to cease and desist from those p r a c­

tices or methods of competition.

(c) The department may enforce this section and adopt procedural 

regulations necessary to implement this section.

(d) In addition to other penalties and remedies provided by law,

a person who violates a provision of this section is subject to a ! 

civil penalty not to exceed $100,000 for each violation.

(e) In this section

(1) "air carrier" means a person engaged in air commerce, : 

directi’- or indirectly, by lease, contract, or other arrangement, and!



Th e  D e p a r t m e n t  s u p p o r t s  the g o a l s  of this b i l l  w h i c h  we as s u m e  to 
be a c o n c e r n  for red uc i ng , i n s o f a r  as p r a c t i c a b l e ,  the c os ts for 
a i r tr av e l  w i t h i n  the S ta te  of A la s k a .  H o w e v e r ,  th er e is scmc- 
q u e s t i o n  as to h o w i n v ol ve d the S t a t e  s h o u l d  g e t  in p r i v a t e  
i n d u s t r y  d e c i s i o n s  in a d e r e g u l a t e d  e n v i r o n m e n t .

Th e  D O T & P F  has u n d e r t a k e n  a c u r s o r y  r e v i e w  of air fares for one 
a i r l i n e  only. T h i s  p a p e r  (at tached) i n d i c a t e s  that for one ai r 
c a r r i e r  s e r v i n g  in and out of A l a s k a ,  the per  m i l e  fare is h i g h e r  
for r o u t e s  w i t h i n  the State. In e v a l u a t i n g  this i n f o r m a t i o n ,  
h o w e v e r ,  it is c r u c i a l  to c o n s i d e r  the d i f f e r e n t  c h a r a c t e r i s t i c s  
of the i n d i v i d u a l  ro ut es  i n v ol ve d ( t r a ff ic  loads, s t a g i n g  leng th,  
c o m p e t i t i o n ,  etc.)

P a r t  of this a n a l y s i s  a l s o  c o m p a r e d  c o st s for i n - S t a t e  routes 
w i t h  c o s t s  for ro ut e s  of c o m p a r a b l e  l en g t h  in the l o w er  43 
sta te s. In g e n e r a l ,  it a p p e a r e d  that the i n - S t a t e  ro ut es w e r e  
q u i t e  c o m p a r a b l e  and, in some  cases, lo wer than  the l ow er  43 
r o u t e s  of c o m p a r a b l e  length.

T h i s  i n f o r m a t i o n  is v e r y  c u r s o r y  and c a n n o t  be v i e w e d  as 
c o n c l u s i v e ,  bu t it do es  in di ca te  that if th ere is u n f a i r  p r i c i n g  
w i t h i n  the St a te , it wi l l l i k e l y  be v e r y  d i f f i c u l t  to prove.

Th e  D O T S P F  w i l l  a d m i n i s t e r  the s t u d y  s u g g e s t e d  in HC R  36 if the 
L e g i s l a t u r e  d e e m s  it a d v i s a b l e .  A d e s c r i p t i o n  of the s t u d y  is 
s h o w n  on the a c c o m p a n y i n g  fiscal note.
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I . INTRflUUCTIQM

This paper conducts two analyses o f aim- fares. The firs^ is a 
comparison of Alaska Airlines' (ASA's) air fares over thr^e 
types of routes:

(1) routes between points in Alaska,

(2) routes between points in Alaska and points in the 

Lower 45 States, and s-i:r...
(3) routes between points in the Lower a? States. X.''

The Intent is to determine how ASA's air fares in Alaska conoare 
to their air fares in the Lower 4,°. States. For ease of comparison 

anti data collection, only coach and SuperSaver fares of ASA have 
been used.

The second analysis is a c o m  pa ri si on of several cf ASA's air fares 

and air fares of other airlines for trips of comparable lenoth 
in the Lower 4.3 states. The intent 0 * this analysis is to 

determine how ASA's air fares compare to fares of other airlines.
Only coach fares have been compared, again for ease cf comparison 
and data collection.

H . ALASKA AIHLIdE?* FARES; Within A la ska, Alaska to Lower a?
S ta tes , and  T i t h i n  the L o w e r  an Sta te s

Table 1 compares averane ASA fares for three types of routes 1n 
Alaska and the Lower 45 States.

TAHLE 1 
ASA's

AVERAGE COACH AKD SUPERSAVEP 
FARES/HILE

ASA's A S A ’s ASA's
Routes Coach Feres/Fiile SunerSaver Fares/Mile

Within Alaska S.30

Alaska to Lower rt? .21
Hi thin the Lower 45 .22



The Table shows that fares for travel within Alaska far exceed 
other fares. There may be a variety of explanation? for tK is. 

higher labor and operation costs and shorter st.aon lenctns 

(flight distances) for ASA routes within Alaska compared to 
the Lower 4o States could be one cause n f the differential.

In addition, traffic densities 3 nd load factors are likplv 
to be lower in Alaska. The low traffic in Alaska also results 

in fewer carriers competing with ASA compared to the relatively 

stiff competition for heavier traveled routes bet.veer A1 a ska ■ 
and the Lower 48 States and between points in the Lower 45 

States.

Table 1 also shows that ASA's fares for travel between Alaska 

and the Lower 46 States are comparable to tneir fares for travel:- - 
within tne Lower 43 States. Some fares are higher than others, • 
but or: the average, they are comparable. •• • .••.. .--'V..X

Actual fares for travel between points in Alaska, are shown- ! n-’ 
Table A-I in the Appendix. Only fares fron Anchorage to out­

lying communities were used because ASA routes to the outlying 
communities originate in Anchoraqe. For example, to fly. Fair-' 
banks to Deadhorse would require a flight fro:* Fairbanks to 
Anchorage and another flight from Anchoraqe to Deadhorse.

Fares range from the niohest fare/nile for service to Cordova 

which has low traffic, a short stage length and only air taxi 
competition, to the lowest fare in the Anchorage to Fairbanks 
market which has higher traffic, heavier loads, and greater 
competition. It shoul d be noted that fares to nennts 1n 

Southeast Alaska are as much as three cents/mile less than 
the average fares for other routes within Alaska. These 
tares may be slightly artificially low duo to---sub-sid4.e-s—  
provided through the Essential Air Service (E4S-)— n̂ ô or-ar?.,---

Actual fares for travel between. Alaska and the Lower 45 

States are shown in Table A— 11 1n the Appendix. Fares have 
oeen sno./n from Ancnorage, Fairbanks, and Juneau because most 
routes originate from these points. Coach and SuoerSever 
faros from Anchoraoe average about one cent/mile less than 
fares from Fairbanks and Junpau. The highest fares/nile are 

for routes to Seattle and Portland while the lowest fares/mile 
arc for the longer routes to Phoenix and Tucson.

Actual fares for travel between points in the Lower 49 States 
are snowr. i ri Table A-III. Fares have been shown for travel 
from Seattle and Portland since most of the ASA routes in the 

Lower 45 States arrive or depart from these cities.



III. AIR FARES, ALASKA AIRLINES - OTHER AIRLINES

This analysis compares air 
to faros of other airlines 

the Lower 48 States. Only 
of ASA's routes entirely 
exani ned.

raros tor several of A S A 1 r. routes 

for routes of comparable lenotb. in 
coach faros are compared and nonr 
within the Lower 4r States were.

Tabic II summarizes the results of this conoari sc-n. Thi

table shows that, except for routes fron Fairbanks to Seattle
a n d A n c h o r a g e  to 
c h e a p e r  pe r  w i l e  
a i r l i n e s .

Deadhorse, ASA's flights were consistently 

than routes of comparable length by other

This data has limitations in that only 5 or 6 Lower 40 routes 
were used for each comparison. In addition, in the case of 

comparisons of routes within Alaska to routes In the Lower 
48 States, in some instances the aircraft flown ir. the Lower 

4G are different from aircraft fl own ir. Alaska. Furthermore, 
many routes within Alaska utilize 737 aircraft eouipned for 
cargo and passenger loads. In general, however, it appears 
that ASA's fares are generally lower than fares of other 

airlines ir. the Lower 4£ for routes of conoarable lenpth.

COMPARISON OF ASA's
TABLE I! 
FARES TO OTHER AIRLINES' FARES

Other Airlines' 
Average Coach 
Fare/"ile for

Routes o 
L eneth

ASA's Aonrex imato AS?'s Coach Lower 48 P
Route Stage Lencth Fa re/’̂i 1 e Co'insrabl e

Ancho rag e-Sea ttlc 1450 niles 5.?2 S. 74
Fsirnar.k s-Sea ttl c 1550 niles .25 .??
J uneau-Seattle one .25 . 2 2
Ketcnikan-Seattl e 650 OT• L / .35

Anchorage-uearihorse 627 .38 .35
Ancho rage-Petersburg f,77 . 2 0 .3 A
Anchorago-Si tkn 592 . 2 0 .35

Ancho rage-v,'r a no el 1 7 on .27 .3*
Ancnorano-Bethel 500 .25 .42
Anchorage-Fa irbank s 500 .21 .42
Ancliorage-Romo 530 . 37 .42
Ancho rage-hotzebue 54ft 7r.0 w T. .42

The Lower 4t< States routes used to compare to Alaska Airlines 

fares are shown in Tables A-1V-AIX.



I V .  C O N C L U S IO N S

The data presented in this naper suggests throe conclusions, 
cased on c. fare per mile comparison.

(1) ASA's a m  farps for crave! wi thi n A1aska are sub stantiall v 
higher than its fares for travel to and within the Lower 43 

States. Higher labor and operations costs in Alaska and 
lower stage lengths and load factors may be the primary 
reasons for the higher fares for travel in Alaska.

(2) ASA's air fares for travel from Alaska to the Lover 4r* 

States are, on the average, comparable to ASA's fares for 
travel within the Lover 45 States.

(3) ASA's fares for travel within Alaska and fron Alaska 
to the Lov/er 48 States are usually lower than fares of other 

airlines for routes of comparable length in the Lower 48- 
States.

TH/ sg



S T A T E M E N T

O F

L A R R Y  M E R C U L I E F F  

CS F O R  H O U S E  C O N C U R R E N T  R E S O L U T I O N  36 

H O U S E  F I N A N C E  C O M M I T T E E

M a r c h  27, 1986

Mr. C h a i r m a n ,  M e m b e r s  o f  t h e  C o m m i t t e e ,  m y  n a m e  is L a r r y  

M e r c u l i e f f ,  r e p r e s e n t i n g  t h e  C i t y  o f  St. P a u l  and the St. P a u l  

T r u s t .  M y  p r i m a r y  t a s k ,  as an e c o n o m i c  d e v e l o p m e n t  a d v i s o r  

for t h e  C i t y  a n d  t h e  T r u s t ,  is t o  s e e k  m e a n s  b y  w h i c h  the c o m m u n­

ity  o f  St. P a u l  c a n  be e c o n o m i c a l l y  s e l f - s u f f i c i e n t  b e f o r e  

T r u s t  f u n d s  (which s u p p o r t  c r i t i c a l  i s l a n d  services) are d e­

ple t e d .  I a l s o  s e r v e  as c h a i r m a n  o f  the W e s t e r n  A l a s k a  F i s h e r y

L o a n  B o a r d  o f  C E D C  w h i c h  a d m i n i s t e r s  a m i l l i o n  d o l l a r s  o f  r e­

v o l v i n g  l o a n  f u nds to s u p p o r t  d e v e l o p i n g  s m a l l  bo a t  f i s h e r i e s  

in w e s t e r n  A l a s k a .

I w i s h  to s p e a k  in s u p p o r t  o f  t h e  c o m m i t t e e  s u b s t i t u t e  

fo r  H C R  36. A s  y o u  all k n ow, m a r i n e  a n d  a i r  t r a n s p o r t a t i o n  

to r u r a l  A l a s k a  is e x t r e m e l y  i m p o r t a n t  for g o o d  e c o n o m i c  d e v e l o p­

men t .  In t h e  w e s t  c o a s t  o f  A l a s k a ,  t h e  p r i m a r y  m e a n s  b y  w h i c h  

t h e  c o m m u n i t i e s  c a n  d e v e l o p  m e a n i n g f u l  e n t r e  into t h e  B e r i n g  

S e a  f i s h e r i e s  is by  t r a n s p o r t i n g  p r o d u c t  by air to t h e  m a r k e t s .

In d e v e l o p i n g  c o a s t a l  f i s h e r i e s ,  w e  h a v e  a c h i c k e n  o r  e g g  s y n d r o m e .  

E f f i c i e n t ,  l o w - c o s t  m a r i n e  t r a n s p o r t a t i o n  c a n n o t  f i n a n c i a l l y  

j u s t i f y  s t o p - o v e r  in a c o m m u n i t y  w i t h  low v o l u m e s  of fish p r o d u c t



to t r a n s p o r t .  By  the s a m e  to k e n ,  d e v e l o p i n g  f i s h e r i e s  c o m m u n i t i e s  

c a n n o t  d e v e l o p  t h e i r  fu l l  p o t e n t i a l  u n t i l  l o w - c o s t  a n d  e f f i c i e n t  

m a r i n e  t r a n s p o r t a t i o n  is a v a i l a b l e  and l o c a l  c o l d  s t o r a g e  f a c i l i t i e s  

are a v a i l a b l e .  T h i s  r e q u i r e s ,  i n i t i a l l y ,  t h a t  s u c h  c o m m u n i t i e s  

t r a n s p o r t  p r o d u c t  b y  air. O b v i o u s l y ,  t h e  m o r e  c o s t - e f f i c i e n t  

t h e  air t r a n s p o r t a t i o n ,  t h e  m o r e  c o m p e t i t i v e  s u c h  c o m m u n i t i e s  

w i l l  be in t h e  v a r i o u s  f i s h  m a r k e t s ,  a n d  t h u s ,  t h e  m o r e  l i k e l y  

the d e v e l o p i n g  f i s h e r i e s  w i l l  expand.

N e e d l e s s  t o  say, a i r  t r a n s p o r t a t i o n  c o s t s  f o r  p a s s e n g e r s  

and c a r g o  to  a n d  f r o m  r u r a l  c o m m u n i t i e s  is c o s t l y ,  a f f e c t i n g  

e v e r y  a s p e c t  o f  c o m m u n i t y  e c o n o m i c  d e v e l o p m e n t .  I b e l i e v e  

t h e  S t a t e  o f  A l a s k a  n e e d s  to o b t a i n  a c l e a r  p i c t u r e  o f  t h e s e  

c o s t s  a n d  t h e  f a c t o r s  w h i c h  a f f e c t  t h e m  in o r d e r  to b e g i n  a d d r e s s­

ing the d e v e l o p m e n t  o f  i n t e g r a t e d  a n d  c o m p r e h e n s i v e  p l a n s  w h i c h  

a c h i e v e  t h e  g o a l  o f  l o w e r i n g  a i r  a n d  m a r i n e  t r a n s p o r t  c o s t s  

in r u r a l  A l a s k a .  F o r  e x a m p l e ,  o n e  f a c t o r  a f f e c t i n g  a i r  t r a n s p o r t  

c o s t  is t h e  m e t h o d  o f  t e n d e r i n g  the m a i l  to t h e  a i r l i n e s  b y  

the U.S. P o s t  O f f i c e .  S h o u l d  t h e  U.S. P o s t  O f f i c e  c o n s i d e r  

c h a n g i n g  t h e i r  p r e s e n t  p o l i c i e s  (of w h a t  is c a l l e d  e q u i t a b l e  

t e n d e r  o f  m a i l ) to e l i m i n a t e  c e r t a i n  c a t e g o r i e s  o f  a i r  c a r r i e r s  

or  s o m e h o w  m a k e  s u c h  c a t e g o r i e s  less c o m p e t i t i v e  in t h e i r  t e n d e r­

ing  p o l i c i e s ,  m a n y  r u r a l  c o m m u n i t i e s  m a y  r e c e i v e  less s e r v i c e  

o r  e x p e r i e n c e  h i g h e r  c o s t s ,  o r  both, due to a l e s s e n i n g  of 

c o m p e t i t i o n .  W e  u n d e r s t a n d  t h a t  at least o n e  s p e c i a l  i n t e r e s t  

g r o u p  is s e e k i n g  just s u c h  p o l i c y  c h a n g e s  w i t h i n  the U.S. P o s t

-  2 -



O f f i c e .  T h e  p o i n t  is, t h e  m o r e  a w a r e  w e  a r e  o f  m a j o r  f a c t o r s  

a f f e c t i n g  a i r  t r a n s p o r t  c o s t s ,  the m o r e  a b l e  w e  are to d i r e c t  

e f f o r t s  to c o n t r o l  s u c h  f a c t o r s  - a n d / o r  to d e v e l o p  p l a n s  to 

l o w e r  c o s t s .  C e r t a i n l y  w e  c a n n o t  m a k e  any i m p a c t s  o n  c o s t s  

w i t h o u t  r e l i a b l e  i n f o r m a t i o n .  We b e l i e v e  t h a t  t h e  s t u d i e s  

and a n a l y s e s  p r o p o s e d  by C S  for H C R  36 is a g o o d  s t e p  in the 

r i g h t  direction..

T h a n k  you.

I
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TO: HOUSE T R A N S P O R T A T I O N  CO MMITTEE

REPS*

AND

FROM

CATO, DAVIS, SHULTZ, HERRMANN, FURNACE, P I G N A L B E R I , 
MARRQU

REP HERRMANN

LAMAR C O T T E N / C I T Y  OF SAND POINT, BOX 177, SAND POINT 
AK, 99661, 383-2696

SUBJECT: HCR 36, INTRASTATE A I R L I N E  INDUSTRY

CITY OF SAND POINT S U P P O R T  THE E F F O R T S  OF REP* HERRMANN  AND 
OTHERS TO ANALYZE AND D E T E R M I N E  THE HIGH COST OF INTRA STATE 
TRANSPOR TATION AND R E C O MM END THAT THE T RANS P O R T A T I O N  COMMI TTEE 
INVESTIGATE THIS MATTER.

w *

TO: HOUSE T R A N S P O R T A T I O N  CO MMITTEE

REPS* CATO, DAVIS, SHULTZ, HERRMANN, FURNACE, PIGNALBERI,

MARROU
*

AND REP* HERRMANN

FROM: LAMAR C O T T E N / C I T Y  OF KING COVE, KING COVE, AK 99612

V
SUBJECT: HCR 36, INTRASTATE AIRLIN E INDUSTRY

CITY OF KING COVE SUPPORT THE E F FORTS  OF REP* HERRMANN AND OTHERS 
TO ANALYZE AND DETERM INE THE HIGH COST OF INTRA STATE 
TRANSPORTATI ON AND R E C O M M E N D  THAT THE T R A N S P O R T A T I O N  COMMITTEE 

INVESTIGATE THIS MATTER *



X X X X X X X X X X X X X X X X i * X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X

* DELIVER TO: JROM • x
x x
x x
x ORIGINAL x
x SENT: 01/28/36 TIME: 15:46 X

x FROM: DOROTHY LARSON x
x SUBJECT: HCR36 POM x
x PRINT DATE: 01/28/86 TIME: 15:47 x
x x
xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx

TO: HOUSE TRANSPORTATION COMMITTEE
REPRESENTATIVE CATO, CHAIR
REPRESENTATIVES DAVIS, FURNACE, HERRMANN, MARROU, 
PIGNALBERI AND SHULTZ

REPRESENTATIVES WALLIS AND THOMPSON

SENATOR ZHAROFF, ALASKA STATE SENATE

FROM: CARLOS TENIENTE, BOX 34, ADAK', ALASKA, FPO
SEATTLE 89791

RE: , HCR36, RELATING TO AIRLINE TRAVEL '

URGE YOUR POSITIVE CONSIDERATION AND PASSAGE OF HCR'36. AIRLINE
TRAVEL IS AN AREA OF GREAT CONCERN TO THOSE OF US IN THE RURAL
AREAS AND THOSE WHOSE PRIAMRY MODE OF TRAVEL IS BY AIR CARRIER
AND QUITE COSTLY* THANK YOU*



X  X
* DELIVER TO: JPOM ' , #
x x
x x
x ORIGINAL / *
* SENT: 01/28/86 TIME: 15:01 fs X
x FROM: DOROTHY LARSON W  *
* SUBJECT: POM - HCR 36 x
x PRINT DATE: 01/28/86 TIME: 15:02 *
x x
X X X X X X X X X X X H X X X X X X X X X X X X X X X X X H K X X X X X X X X X X X X X X X X X H X X X X X X

TO: HOUSE TRANSPORTATION COMMITTEE
REPRESENTATIVES CATO, DAVIS, FURNACE, HERRMANN, 
MARROU, PIGNALBERI, SHULTZ

FROM: IDA APOKEDAK, PRESIDENT, EXECUTIVE COMMITTEE,
BRISTOL BAY AREA HEALTH CORPORATION, DILLINGHAM, 

ALASKA 99576 
PHONE - 842-5201

RE: HCR 36, RELATING TO INTRASTATE AIRLINE TRAVEL

THE EXECUTIVE COMMITTEE OF THE BRISTOL BAY AREA HEALTH 
CORPORATION MET TODAY AND VOTED BY RESOLUTION TO SUPPORT HCR 36 
RELATING TO THE HIGH COST OF AIRLINE TRAVEL IN RURAL AREAS* WE 
HOPE THAT SOMETHING CAN BE DONE TO LOWER AIRFARES* PLEASE PASS 
HCR 36* OTHER MEMBERS OF THE EXECUTIVE BOARD ARE JOHN MARK, 
ANDREW WASSILLIE AND ALVIN BOSKOFSKY*



* *
* DELIV ER TO: JPOM #
*  *
#  #

* O R I G I N A L  *
* S E N T : 01/28/86 TIME: 16:30 *
# FROM: JEAN MILLER a  *
# SUBJECT: POM *
* PRINT DATE: 01/23/86 TIME: 16:53 *
#  #
* * * # # * # * * # * * * * # # * # * * # # * # * # « # * * # * * * * # * * * # * * * * * * * # * * # * • * * #

TO: HOUSE TRANSPORTATIO N COMMITTEE

R EPRES E N T A T I V E S  CATO, DAVIS, SHULTZ, HERRMANN, FURNACE 
P IGNALBERI AND MARROU ^

FROM: DR* LEROY OWENS
SUPERINTENDENT, ALEUTIAN R EGION SCHOOL DISTRICT 
640 WEST 3 6 T H , SUITE 3
ANCHORAGE, AK 99503 PHONE: 562^2924

SUBJECT: HCR 36 - INTRASTATE TRAVEL

THE ALEUTIAN REGION SCHOOL D I S T RICT S U P P O R T S  THE ATTENTION OF HCR 
36 TO I NVESTIGATE THE RATE C H A R G E  - FOR INTRASTATE TRAVEL* RATE 
INCREASES HAVE R ESTRICT ED THE A B I L I T Y  OF RURAL DISTRIC T TO 
OPERATE EFFECTIVELY* SEVERAL RURAL D I S T RIC TS ARE INVOLVED IN AN 
ATTEMPT  TO NEGOTIATE THEIR RATES  FOR REQUIRED DISTRICT TRAVEL. 
THIS E FFORT COULD BE GREATLY AIDED BY PASSAGE OF HCR 36.



#

w DELIVER TO: JPOM

y.
* ORIGINAL
* S E N T :
* FROM:
* SUBJECT:
* PRINT DATE:
*

°\
0 1/28/86 TIME: 16:32 
DOROTHY LARSON 
HCR 36 - POM 
01/28/8 6 TIME: 16:54

*

*
*
*

*
*

*

TO:

SHULTZ

FROM:

RE:

HOUSE TRANS P O R T A T I O N  C OMMITTEE

R E P R E SENT ATIVE CATO, CHAIR, R E P R E S E N T A T I V E S  DAVIS, 
FURNACE, HERRMANN,

MARROU, PIGNALBERI, AND

R E P R E S E N T A T I V E S  WALLIS AND THOMPSON

S OUTHWEST R EGI ON SCHOOLS, DILLINGHAM, A K . 842-5287

HCR 36 - R E L AT ING TO AIRLINi- TRAVEL

THE SOUTHWEST REGION BOARD OF EDUCATION  SUPP ORTS HCR 36 AND 
FURTHER REQUE STS THAT THE L EGISL A T U R E  INVESTIGATE  SOME FORM OF 
SUBSIDY AS CURRENT LY P R A C TICAL WITH STUDENT T R A V E L  ON THE STATE 
FERRY SYSTEM*

AIR TRAVEL IS THE ONLY FORM OF T R A N S P O R T A T I O N  BETWEEN OUR SITES 
OR MAJOR C O M M U N I T I E S  O U T S I D E  OF OUR DISTRICT.

IT MAY BE OF INTEREST TO KNOW THAT THE COST OF A ROUND TRIP 
TICKET TO ANCHORAGE, 300 MILES FROM DILLINGH AM APPROXIMATE S THE 
COST OF A ROUND TRIP TICKET FROM A N C H ORA GE TO SAN FRANCISCO, 
2,018 AIR MILES.

ET" u m m



x DELI VE R TO: JPOM *
#
#
*

*

*
*

* ORIG IN AL
* S E N T :
* FROM:
* SUBJECT:
* PR I NT  DATE:

01/23/86 TIME: 16:42 
DOROTHY LARSON 
HCR 36 - POM 
01/28/86 TIME: 16:54

TO: H OU SE  T R AN SP ORTATION  COM MI TTEE ME MB ERS 
RE PR ES ENTATIVES CATO, CHAIR, R E P R E S E NT A TI VE S  DAVIS, 
FURNACE, HERRMANN,
MARROU, PIGNALBERI, AND SHULTZ 
REPRE SE NT ATIVES W A L L I S  AND THOMPSON

F R O M : NORMAN ANDERSON, BOX 112 NAKNEK, A K . 99633

HCR 36, RELATING TO AIR TRAVEL INTRAS TA T E ■

I WISH TO E X P R E S S  MY VIEWS ON H C R 3 6 * T R A N S P O R T A T I O N  COSTS IN THE 
BRISTOL BAY AREA ARE AT AN ALL TIME HIGH. ALTHOUGH WE ARE 
ENJ OY I NG  A R E D U C E D  FARE P R E S E N T L Y , .THIS IS A T E M P O R A R Y •AND TIM EL Y 
F IX ED  RATE. IN A COUPLE OF WEEKS, WE AGAIN, WILL HAVE TO PAY THE 
INFLATED SC H ED U L E D  RATES WHICH, FIRSTLY MAKES T RAVE L BY SMALL 
CHA RT E R AIRL IN E S MORE ATTRA CT I VE  WHICH IS PLACING  MOR E OF A RISK 
TO TRAVELERS. S MA LL  PLANES A R E  MORE S U S C E P T I B L E  TO THE HARSH 
WEAT H ER  AND T E RR A IN  CONDITIONS BETWEEN THE A N C H O R A G E  AND BRI S TO L  
BAY AREA.

SECONDLY, T R A VE L  BETWEEN A NC HORAGE AND OUR AREA S IS COMPARED TO 
T RAVEL COAST TO COAST OUTSIDE. MANY PEOPLE ARE L I M IT ED  TO TRAVEL 
OU TS I DE  THE M E T RO PO L IT A N AREA B E C AU S E OF THE HIGH COST OF AI RF AR E 
L I M I T I N G  THE A VA I LABIL IT Y AND A C C E S S  TO LESS E X P E N SI V E PR O DU CT S  
FORCING US TO PAY THE HIGH COST LOCALLY. WE ARE A CA PT I VE  
A UD I E N C E  AND AT THE MERCY OF T HE S E AIR PIRATES.

I WOULD LIKE TO FULLY SU PP OR T R E P R E S E N T A T I V E  HERRMANN'S, 
T HO M PS O N ' S  AND WALLIS' LE GI S LA T IO N  FOR LO OKING INTO AIR FARES TO 
R UR A L ALA SK A AREAS. IN CHOOSING TO LIVE IN ISOLATION, WE WER E 
A WA RE  OF THE SACRIFICES. HOWEVER, THE; HIGH AIR FARES ARE NOT 
ONLY AN IN C ON V EN IE N CE  WHICH P R E V E N T S  US FROM TAKING VA C AT IO N  
OU TS I D E OUR AREA, BUT MOST OF US  LEFT FAMILI ES  BEH IN D FROM WH OM  
WE ARE CUT OFF. ALSO, CONSIDER THE COST TO THE STATE  FOR THE SE 
AIR FARES WHEN STATE WORKERS AND WORKERS FROM STATE F U ND E D 
O R G A N I Z A T I O N S  TRAVEL. THE C O S T  IN OUR CO MM UN I TY  ALONE IS 
INCREDIBLE. I WOULD LIKE TO SEE S O ME TH ING P O S I TI V E DONE TO 
INCLUDE US IN THE REST OF THE WORLD.

TO: H OU SE  TR AN SP OR T AT IO N  COMMITTEE
RE PR ESENTATI VE  CATO, CHAIR, R E P R E S E N T A T I V E S  DAVIS 
FURNACE, HERRMANN, MARROU 
PIGNALBERI, SHULTZ

REPRESENTA TI VE S W A L L I S  AND THOMPSON

F R O M : B I L L IE  BENEDICT, B O X  10019, DILLINGHAM, AK

RE:



X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X  
X X

* DE LIVER TL: JPOM * *

X  X
x O RIGIN AL  X
x S E N T : 0 1/28/86  TIME: 16:14 *
x FROM: DO ROTHY L A RS O N *
x SUBJECT: HCR 36 POM x
x PRINT DATE: 0 1/28/86 TIME: 16:40 x
X X
x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x

TO: HOUSE T R A N S P O R T A T I O N  C O M M I T T E E  MEMBE RS
R EP R ES E N T A T I V E S  CATO, CHAIR, R E P R E S E N T A T I V E S  DAVIS, 
FURNACE, HERRMANN, AND MARROU,
PIGNALB ERI AND SHULTZ

R E P R E S E N T A T I V E S  WALL IS  AND T H O MP S ON

SENATOR FRED ZHAROFF, ALASKA  S T A T E  SENATE

FROM: SUE FLENSBURGER, BOX 174, DI LLINGHAM, A K *, 842-2666

RE: H CR 3 6- R E L A T I N G  TO AIRL I NE  TRAVE L

BRISTOL BAY REGION IS A C C E S S I B L F  TO THE REST OF ALASKA BY AIR AND 
WATER ONLY. THE C O M M E R C I A L  A I R L IN E S S E R V I N G  OUR R E GI ON  HAVE 
EX CESSIVE FARES CREATING  AN ECONO MI C HA RD SHIP. AN AUTHORIZED' 
IN VESTIGATION INTO THIS S IT U AT I ON  IS WA RRA N TE D.  A MEANS OF 
AL LEVIATING INSURANCE P R O BL EM S  FOR AIR T A X IS  ALSO D E SE RV ES  
CO NS I DE R AT IO N  AND ATTENTION.



X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X
X  X
* DELI V ER  TO: JPOM X
X  • X
X  • X
X OR IG I NA L  x
x SENT: 01/28/86 TIME: 16:06 S '] X
x FROM: LIOKOD x
x SUBJECT: KODIAK P OM x
x PRINT DATE: 01/2 8/ 86 TIME: 16:32 x
X  . X
x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x

TO: R E P R E SE NT A TI V ES  CATO, DAVIS, FURNACE, HERRMANN, MARROU,
PIGNALBERI, S HULTZ

FR: NANCY GROSS, M A NA G ER
C I“Y OF UNALASKA 
P.O. BOX 89
UNALASKA, ALASKA 99685 
PH: 581-1251

RE: HCR 36 - INTRA ST ATE AIRLINE TR AV EL

U NALASK A SUPP OR TS  HCR 36. THREE C A R R I E R S  NOW SERVE US AND THE 
TICKETS HAVE GONE UP. WE WOULD. LIKE TO KNOW WHY.



XXX xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx
X  X
x DELIVER TO: JPOM *
x • x
X  X
x ORIGINAL x
x SENT: 01/29/86 TIME: 09:38 x
x FROM: DOROTHY LARSON x
x SUBJECT: HCR36-PQM x
x PRINT DATE: 01/29/86 TIME: 09:39 x
x x
xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx

TO: HOUSE TRANSPORTATION COMMITTEE MEMBERS

REPRESENTATIVES CATO, CHAIR; DAVIS, FURNACE, 
HERRMANN, MARROU, PIGNALBERI, AND SHULTZ

REPRESENTATIVES WALLIS AND THOMPSON

SENATOR FRED ZHAROFF, ALASKA STATE SENATE

FROM: SHELLEY FARLER, BOX 10018, DILLINGHAM, AK. 99576

RE: HCR36, AIRLINE TRAVEL

PLEASE PASS HCR36 OUT OF YOUR COMMITTEE, AIR FARES ARE EXTREMELY 
HIGH WHEN TRAVELING FROM RURAL ALASKA TO THE LARGER CITIES. STUDY 
SHOULD BE CONDUCTED TO DETERMINE WHY THIS IS SO.

TO: HOUSE TRANSPORTATION COMMITTEE MEMBERS,
REPRESENTATIVES CATO - CHAIR, DAVIS, FURNACE, 
HERRMANN, MARROU, PIGNALBERI, SHULTZ

REPRESENTATIVES WALLIS AND THOMPSON

SENATOR FRED ZHAROFF, ALASKA STATE SENATE

FROM: KEN HARPER, DILLINGHAM, AK. 99576

RE: HCR36 - AIRLINE TRAVEL " •

URGE PASSAGE OF liCR36 TO STUDY THE TARIFFS THAT ARE CHARGED RURAL 
ALASKANS TO TRAVEL. WE PAY HIGH PRICES TO TRAVEL WITHIN THE 
STATE. WHY IS IT CHEAPER TO TRAVEL TO THE LOWER 48 THAN TO 
TRAVEL INTRASTATE?



X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X
X X

* DELIVER TO: JPOM x
* x
X X*

x ORIGINAL x
* SENT: 01/29/86 TIME: 09:05 X
* FROM: DOROTHY LARSON x
x SUBJECT: HCR36-P0M x
x PRINT DATE: 01/29/86 TIME: 09:08 x
* x
xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx

TO: . HOUSE TRANSPORTATION COMMITTEE
REPRESENTATIVES CATO, CHAIR, DAVIS, FURNACE 
HERRMANN, MARROU, PIGNALBERI, SHULTZ 
REPRESENTATIVES WALLIS AND THOMPSON

SENATOR ZHAROFF, ALASKA STATE SENATE

FROM: DAVE FISHER, BOX 10201, DILLINGHAM, 99576

RE: HCR36, AIRLINE TRAVEL

URGE SUPPORT OF HCR 36 CONCERNING INTRASTATE AIRLINE TRAVEL* 
COST OF TRANSPORTATION TO RURAL AREAS IS PROHIBITIVE COMPARED TO 
TRAVEL OUT OF THE STATE* URGE CONSIDERATION THAT THESE AIR FARES 
BE STUDIED.

TO: • HOUSE TRANSPORTATION COMMITTEE MEMBERS
REPRESENTATIVES CATO, CHAIR, DAVIS, FURNACE, 

HERRMANN, MARROU,
PIGNALBERI AND SHULTZ

REPRESENTATIVES WALLIS AND THOMPSON

SENATOR ZHAROFF, ALASKA STATE SENATE

FROM: JOHANNA BOUKER, BOX 241, DILLINGHAM, ALASKA 99576
- PH 842-5433

RE: HCR36-RELATING TO AIRLINE .TRAVEL

IT APPEARS MAJOR STRUCTURAL CHANGES WILL TAKE PLACE AMONG RURAL 
CARRIERS DUE TO DEREGULATION* INSURANCE RATES ARE AT A 
PREMIUM-ONE OF THE CAUSES FOR HIGH FARES. (LOWERING FARES MIGHT 
CONSTITUTE HAZARD TO RURAL TRAVELERS IN CARRIERS ATTEMPT TO SAVE 
ON MAINTENANCE COSTS, ETC..) MAJOR CARRIERS RATES BETWEEN CITIES 
AND BUSH SHOULD BE STUDIED.



#
# D E LI V ER  TO: JPOM *
*  *  

*  . *
* O R IG I N A L  #
* SENT: - 01/29/86  TIME: 09: 1 4 *
* FROM: DOROTHY LAR SO N *
* SUBJECT: H C R 3 6 -P 0 M *
% PRINT DATE: 01/ 2 9/ 8 6 TIME: 09:14 *
* ■ *

A  ..............

TO: HOUSE T R A N S P O R T A T I O N  C OM MI TT EE
R E P R E S EN TA T IV E S CATO,CHAIR, DAVIS, FU RN AC E  
HERRMANN, MARROU, PIGNALBERI, SHU LTZ

REPR ESENTATIVES' W A LL IS  AND THOMPSO N

SENATOR ZHAROFF, ALASKA STATE SENATE
a

FROM: LEE HOTCHKISS, BOX 10201, DILLINGHAM, A K . 99576

RE: H C R 3 6 - R E L A T I N G  TO AI RL IN E TRAVEL

PLEA SE  C ONSI DE R PA SS AGE OF HCR36 TO U N D E RT AK E  A S TU DY  OF .AIR 
FARES TO RURAL ALASKA, WE LIVING OUT HERE KNOW THE AIR FARES 
CHARGED ARE EXTREMEL Y HIGH * WHY IS IT CHEAPER TO GO FROM
A N C H O R A G E  TO THE LOWER 48 THAN IT IS FOR US TO GET TO A N C H O R A G E ?  .

......

TO: HOUSE T R A N S P OR TA T IO N  CO M MITTEE MEMBERS
RE PR E S E N T A T I V E S  CATO, CHAIR, DAVIS, FURNACE, 

HERRMANN, MARROU, PIGNALBERI, S HU L TZ

R EP R ES E N T A T I V E S  WALL IS  AND THOMPSON

SENATOR FRED ZHAROFF, A LASKA  STATE SE NA TE

FROM: MARK LISAC, BOX 2818, DILLINGHAM, A K . 9957 6

RE: H CR 3 6- A I R L I N E  TRAVEL

HOPE THAT YOU WILL CO N S ID E R HCR36 FAVORABLY. AI RL IN E T R AV EL  TO 
RURAL AREAS NEEDS TO BE STUDIED  AND RE ASONS G IV E N FOR THE 
D IS C RE P A N C Y  AND DI FF E R E N C E S  IN AIR TRAVEL FROM URBAN TO R UR AL  
AR EA S VERSUS THE COST OF TRAVEL FROM OUR URBAN C E N T ER S TO LOWER 
48 AND HAWAII.
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TO: HOUSE TR AN SPORTAT IO N C O MM I T T E E  MEMBER:
REPRESEN TA TI VE CATO, CHAIR, R E P R E S E N T A T I V E S  DAVIS
FURNACE, HERRMANN
MARROU, PIGNALBERI, AND SHULTZ

SE NA TO R ZHAROFF

FROM: SHIR L E Y CHAPMAN, P. O. BO X  442, KING S A L M O N , A K .99613
PH 246-44 42

R E . HCR 36: AIRLINE TRAVEL

AIRLIN E RATES ARE SO HIGH MOST PEOP L E IN THE BUSH AREAS  CAN'T 
A I* FOR’*) TMEii *
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Dally News staff and wire services
T he low  T h an k sg iv in g  a ir  fa res being  of­

fered  in  th e  L ow er 48 w ere  ex tended  T uesday  
to  tra v e le rs  from  A nchorage.

W estern A irlin es  announced  T uesday  it  w ill 
o ffe r $158 ro u n d -tr ip  "T u rk ey  fa re s"  from  
A nchorage to  an y w h ere  W estern flies in  the  
co n tin en ta l U n ited  S ta te s .

T rav e l m u st ta k e  p lace  on N ov. 28, 29 and  
30, a n d  .the re tu rn  f l ig h t m u st b eg in  b y  noon 
on Nov. 30, accord ing  to  R achel C a v itt, sales 
m an ag er fo r  W estern  A irlin e s  in  A lask a .

T ickets  a lso  m u st be  p u rch ased  w ith in  th ree  
days o f rese rv in g  th e  se a t an d  th e y  a re  non- 
re fundab le . T he la s t d ay  to  p u rch ase  tick e ts  is 
Nov. 26, C a v itt sa id . .

"T h is  is d e fin ite ly  ju s t  fo r  th e  im pulse  
tra v e le r ,"  sa id  one A nchorage  tra v e l  agent. 
"B u t i t ’s ju s t  ab o u t th e  cost fo r  tw o  peop le  to  
go ou t and  h av e  a  fancy  d in n e r  an d  d r in k s ."

The T u rk e y  fa re  o ffe rs up  to  85 percen t 
sav ings on so m e  of W este rn ’s tic k e ts , C av itt 
said .

W estern  flies to  n u m ero u s W est C oast c ities 
and  o th e r  d es tin a tio n s  across th e  co u n try  
inc lud ing  S a lt L ak e  C ity , B oston , N ew  Y ork , 
W ashington D.C. an d  T exas. ;

The T u rk ey  fa re  is less th a n  h a lf  th e  cost of 
an  u lt im a te  su p e rsa v e r  fa re  to  Los A ngeles, 
w hich now  is  a b o u t $398.

Tw o m ore  a ir lin e s  jo in ed  in  th e  T h an k sg iv ­
in g  fa re  w a r  T uesday , an d  th e  c a rr ie rs  re p o rt­
ed a su rge  of te lep h o n e  q u eries  and  book ings 
fo r  th e  s teep  d iscoun ts th a t  a re  designed  to  fill 
em p ty  h o lid ay  fligh ts .

“ I t 's  b een  v e ry  h eav y . T here  a re  som e 
m ark e ts  se llin g  o u t ra p id ly ,” sa id  L in d a  Jo h n ­
son, spokesw om an  fo r  A m erican  A irlin es . She 
sa id  F lo r id a  ro u tes  w ere  p ra c tic a lly  booked  
fo r th e  60-hour p e rio d  covered  b y  A m erican 's  
offer.

U n ited  A irlin e s  sp o k esm an  C huck N ovak  
sa id  th e  n u m b e r of p h o n e  c i l s  to  its  re se rv a ­
tio n  cen ters w as u p  50 pe rcen t. J im  E w ing , a 
spokesm an  fo r  D elta'' A ir  L ines, sa id : "T he 
vo lum e of ca lls  h as  increased  d ra s tica lly , I ’d 
say  b y  15, 20 p ercen t. We’ve go t to  p u t 
sup erv iso rs  on th e  p h o n es ."

A m erican  w as th e  f irs t  to  o ffe r the  sh a rp ly  
reduced fa res  in  a  M onday  announcem ent 
a im ed  a t  lu rin g  tra v e le rs  w ho o th e rw ise  w ould  
s ta y  hom e d u rin g  T h an k sg iv in g . U n ited  and  
D elta  q u ick ly  fo llow ed w ith  th e ir  ow n p lans,

• and N o rth w est A irlin es  an d  E as te rn  A irlin es  
announced  sa les 24 h o u rs-la te r.

A m erican  an d  E as te rn  a re  o ffering  d is­
counts of up  to  35 percen t on ro u n d -trip s  in  th e  
48 co n tin en ta l s ta te s  from  T h an k sg iv in g  D ay, 
Nov. 28, th ro u g h  noon N ov. 30, w hen  p assen ­
g er tra ff ic  tr a d itio n a lly  is v e ry  lig h t. T h an k s­
g iv ing  eve an d  th e  fo llow ing  S u n d ay  h av e  
been h eav ily  booked  fo r m o n th s.

U n ited  m atched  A m erican 's  o ffe r on ro u tes  
th e y  b o th  fly . U n ited ; A m erican  an d  E aste rn  
r e q u ire  ro u n d - tr ip  b o o k in g s  a n d  p a y m e n t 
w ith in  th r e e -d a y s  of m ak in g  rese rv a tio n s . 
T h e ir sa le  d ead lin e  is Nov. 26 anH *
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For a New Stuyahok pair, it wasn't good day to fly
by Mitch Lipka . 1 * . -,
TtaMnlUr

-After visiting her tick  son In 
an Anchorage hospital, all 
Annie Gumllckpuk w anted to 
do was go home to the Bristol 
Bay village of New Stuyahok. ,

. It all seem ed simple enough" 
and It had been done time and 
tim e before. All they had to do 
w as get on a  plane to Dllllng- ' 
ham , catch  a Bush plane up the 
Nushagak ' R iver and they 
would be home. .

She and about 10 other* 
boarded a  SeAIr flight Monday . 
aften jpoa ' knowing there was 
good w eather In Anchorage and .. 
gocti weather! In Dillingham.

- Bad w eather Is the bane of 
Bush flying — the m ajor varia­
ble people there  m ust leant to 
cope with.

.. Off went the SeAIr flight and 
back It cam e. Mechanical dif­
ficulties, the passengers were 

’ told.
A fter a  plane switch and 

m ore than a  hour m ore on the 
ground, a  second SeAIr flight 
speeded down the runway for 
the 300-mlIe trip. Back It cam e.

Mechanical difficulties, they 
say.

T hat’s when things began to 
get bad. Gumllckpuk and her 
elderly father-in-law, Johnuk 
Gumllckpuk w ere Informed by

the ca rr ie r  with the next flight 
out, A lrPac, that their tickets 
would not be honored.

To m ake the situation still 
worse, Johnuk Gumllckpuk 
speaks only Yuplk, and had to 
s it off to the side not under­
standing what was happening.

It seem s that the $163 
w eekender fare tickets the 
Gumllckpuks had purchased 
m ay only be used on the airline 
:hat Issued them , even If that 
airline can 't get them  where 
they a re  going. The Gum­
llckpuks did not have the 
m oney on liand to buy $160 one­
w ay tickets for o ther carriers.

All things considered It's

probably Just a s  well the Gum­
llckpuks didn't get on the Alr­
P ac flight because It too re­
turned to Anchorage and was 
cancelled. The problem — 
m echanclal difficulties, the 
passengers w ere told.
■ ” 1 don't like being stuck

• h e re ,"  Annie Gumllckpuk said. 
" I f  they had been courteous

l and a t  least put us up for our 
. m eals It would have a t  least
• m ade us feel b e tte r.”

"We don't have to take  s o - '  
mebody’s room and board and 

_ all of th a t,"  said Irene Bonner,
. '  d irecto r of custom er services 

for SeAIr. An airline flying a  
plane with few er than 60 sea ls

Is not required to put up 
stranded passengers, she said.

"M ost people who fly In 
Alaska understand the hassles 
with the w eather conditions fly­
ing to these p laces," Bonner 
said. "We do accom m odate 
them  any way we can ."

Bonner said ticket agents 
w ere not able to reach her Mon­
day night, and If they would 
have, she would have given the 
Gumllckpuks a  ticket on an­
o ther airline.

" I ’ve been flying all my life 
but this Is the worst It has 
been ,"  Annie Gumllckpuk said.

“ W e're so unlucky today," 
Johnuk Gumllckpuk said with

Annie translatlng."A nd It's not 
our fault."

Jan e t Schichncs and her 
family m anaged to be aboard 
both SeAIr planes and the Alr­
Pac plane th a t w ere brought 
back to Anchorage.

"We got on every  plane but 
MarkAIr got us h e re ,"  she said 
for h er Dillingham home this 
morning. " I t 's  absolutely In­
sane.

“ It took us about seven 
hours to get from Anchorage to 
Dillingham (norm ally a one 
hour flight) and we don't even 
have ourb-’ - s ."

R epeated  calls to AlrPac 
w ere not returned.
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Alaska State Legislature
Senate

Pouch V 
State Capitol 

Juneau, Alaska 9981

J a n u a r y  25, 1985

T h e  H o n o r a b l e  N o r m a n  G o r s u c h  
A t t o r n e y  G e n e r a l  
S t a t e  o f  A l a s k a  
P o u c h  K
J u n e a u ,  A l a s k a  99811 

D e a r  Mr. A t t o r n e y  G e n e r a l :

A s  y o u  k n o w ,  A l a s k a  A i r l i n e s  h a s  a n n o u n c e d  s u b s t a n t i a l  
fare i n c r e a s e s  f o r  c o a c h  c l a s s  p a s s e n g e r s .

A d v e r t i s i n g  h a s  i n d i c a t e d  t h a t  e a c h  o f  the o t h e r  
i n t e r s t a t e  c a r r i e r s  ( U n i t e d  A i r l i n e s ,  N o r t h w e s t  A i r l i n e s  a n d  
W e s t e r n  A i r l i n e s )  has f o l l o w e d  t h e  n e w  A l a s k a  A i r l i n e s  fare 
s c h e d u l e  w i t h  v i r t u a l  e x a c t i t u d e .

B e f o r e  t h e  n e w  i n c r e a s e s  t o o k  e f f e c t ,  the o n e - w a y  c o a c h  
c l a s s  f a r e  b e t w e e n  A n c h o r a g e  a n d  S e a t t l e ,  o n  e a c h  o f  the 

''T'a'fFtetsJ, ’ 'amounted to  a c o s t  o f  22 c e n t s  p e r  m ile. A l a s k a  
“A i r l i n e s  c h a r g e d  a o n e - w a y  fa r e  o f  $ 3 2 4 . 9 9 .  T w o  o t h e r  
c a r r i e r s  ( N o r t h w e s t  A i r l i n e s  a n d  W e s t e r n  A i r l i n e s )  w e r e  
t h r e e  c e n t s  c h e a p e r ,  at  $ 3 2 4 . 8 7 .  U n i t e d  A i r l i n e s  c h a r g e d  
$ 5.90 l e s s  t h a n  A l a s k a  A i r l i n e s ,  or $ 3 1 9 . 0 0 .  T h i s  is an 
o b v i o u s l y  m i n i s c u l e  " s p r e a d " ,  and, as n o t e d ,  e a c h  o f  t h e  
c a r r i e r s  is c h a r g i n g  22 c e n t s  p e r  m i l e  in  fact.

T h e  r o u t e  b e t w e e n  A n c h o r a g e  a n d  J u n e a u  is e x t r e m e l y  
i m p o r t a n t  to  S t a t e  g o v e r n m e n t ,  i n a s m u c h  as m a n y  p a s s e n g e r s  
a r e  f l y i n g  e i t h e r  o n  s t a t e  b u s i n e s s ,  a t  s t a t e  e x p e n s e ,  or  
b e c a u s e  t h e y  a r e  e x e r c i s i n g  t h e i r  r i g h t  or  d u t y  o f  
c i t i z e n s h i p  to v i s i t  a n d  s p e a k  w i t h  o f f i c i a l s  o f  t h e  
g o v e r n m e n t .  T h e  fare o v e r  t h i s  rou t e ,  w h e r e  no  c o m p e t i t i o n  
e x i s t s ,  is 33 c e n t s  p e r  mile.

F o r  the p u r p o s e  o f  t h i s  i n q u i r y /  h o w e v e r ,  I w i l l  n o t  
c o n c e r n  m y s e l f  w i t h  t h e  A n c h o r a g e - J u n e a u  ro u t e ,  b e c a u s e  o n l y  
one c a r r i e r  s e r v e s  the route. I n s t e a d ,  I w i l l  c o n f i n e  m y  
c o m p a r i s o n s  to t h e  i n t e r s t a t e  r o u t e  b e t w e e n  A n c h o r a g e  a n d  
S e a t t l e ,  a n d  o t h e r  d e s t i n a t i o n s  in t h e  c o n t i n e n t a l  U n i t e d

Official Business



 States, o n  the o n e  h a n d ,  a n d  o t h e r  A m e r i c a n  r o u tes, not
i n v o l v i n g  an A l a s k a  a i r p o r t ,  o n  t h e  o t h e r .  T h e  c o m p a r i s o n s  
a r e  b a s e d  u p o n  t h e  o l d  f a res b e f o r e  t h i s  m o n t h ' s  i n c r e a s e s  
t o o k  effect.

B e t w e e n  A n c h o r a g e  a n d  S e a t t l e ,  p a s s e n g e r s  in c o a c h
c l a s s  ( d i s r e g a r d i n g  " s u p e r  saver" p a s s e n g e r s )  p a i d  22 c e n t s  
p e r  m i l e ,  as n o t e d .  T h i s  c o s t  p e r  m i l e  is t w i c e  the
c o s t  p e r  m i l e  b e t w e e n  S a l t  L a k e  C i ty, U t a h ,  a n d  W a s h i n g t o n ,  
D.C. T h e  d i s t a n c e  b e t w e e n  S a l t  L a k e  C i t y  a n d  t h e  n a t i o n ' s  
c a p i t a l  is 413 m i l e s  g r e a t e r  t h a n  t h e  d i s t a n c e  b e t w e e n  
A n c h o r a g e  and S e a t t l e .  T h e  f a r e  is $ 1 0 9 . 0 0  less t h a n  the
A n c h o r a g e - S e a t t l e  fare b e f o r e  t h e  n e w  i n c r e a s e !
P e r ' :  '

• —  If A l a s k a n s  w e r e  a b l e  to t r a v e l  for 11 c e n t s  p e r  m ile, 
t h e y  w o u l d  p a y  a o n e  w a y  fare t o  S e a t t l e  o f  $162.45, n o t  
$ 3 1 9 . 0 0  to  $ 3 2 4 . 9 0 ,  o r  the h i g h e r  fares n o w  in effect.

A n o t h e r  e x a m p l e  —  a n d  t h e  e x a m p l e s  a r e  e ndless, 
o b v i o u s l y - —  is ■ th e  -flight--between K a n s a s  C i t y  a n d  S e a t t l e ,  
a d i s t a n c e  of 1 , 8 5 1  m i l e s  ( s l i g h t l y  f a r t h e r  t h a n  the 
d i s t a n c e  f r o m  - A n c h o r a g e  - t o  S eattle) . - W e s t e r n  A i r l i n e s
o f f e r s  a o n e - w a y  fa r e  of' $1 8 5 . 0 0 ,  o r ‘ 12 c e n t s  p e r  mile, 
b e t w e e n  K a n s a s  C i t y  a n d  .Seattle. ... ....

B e c a u s e  " s u p e r  sa v e r "  f a r e s  a r e  o f f e r e d  v i r t u a l l y  
e v e r y w h e r e ,  a n d  h a v e  m a n y  r e s t r i c t i o n s , ,  i n c l u d i n g  a 
r e q u i r e m e n t  for r o u n d  t r i p  p u r c h a s e s ,  I h a v e  n o t .a t t e m p t e d  

‘ t o " " c a l c u l a t e  their' e f f e c t .  O u r  'research is p a r t i c u l a r l y  
interesting,. I t h i n k ,  in its s h o w i n g  t h a t  t h e  fo u r  c a r r i e r s  
in t h e  A l a s k a  t r a d e  f o l l o w  v i r t u a l l y  e q u i v a l e n t  c o a c h  c l a s s  
fares, as w e l l  as s u p e r - s a v e r  fares, a n d  are a l s o  i d e n t i c a l  
in t h e i r  f a i l u r e  to o f f e r  a n y  t y p e  o f  o t h e r  d i s c o u n t  f a r e s  
(except s e n i o r  c i t i z e n s '  di -counts o f f e r e d  b y  A l a s k a  
A i r l i n e s  and U n i t e d  A i r l i n e s )  .

M a n y  A l a s k a n s  e x p e c t e d  that d e r e g u l a t i o n  of t h e  
i n d u s t r y  w o u l d - r e s u l t  in  l o w e r  fares. M a n y  A l a s k a n s
expec t e d -  t h a t  t h e  e n t r y  ..into-.the . A l a s k a  t r a d e  .of- U n i t e d  
A i r l i n e s  w o u l d  e n h a n c e  c o m p e t i t i o n  a n d  r e s u l t  in s a v i n g s  to 
th e  c o n s u m e r .  A s  s h o w n  b y  the t w o  n e w s p a p e r  c l i p p i n g s  I 
e n c l o s e  (article f r o m  t h e  A n c h o r a g e  D a i l y  M e w s  o f  J a n u a r y
17, 1985 and e d i t o r i a l  f r o m  the A n c h o r a g e  T i m e s  o f  J a n u a r y
18, 1985), t h e  fa r e  i n c r e a s e s  a r e  of i n t e r e s t  and c o n c e r n  to 
A l a s k a  r e s i d e n t s .

Th e  p r o b l e m  o f  t h e  c o s t  o f  t r a v e l  is e x a c e r b a t e d  for
A l a s k a n s  b e c a u s e  o f  t h e  a b s e n c e  of r a i l  or o t h e r  s u r f a c e
t r a v e l  m o d e s  t h a t  c a n  be  r e a s o n a b l e  a l t e r n a t i v e s  for m a n y ,  
g i v e n  t h e  d i s t a n c e s  to be  c o v e r e d  a n d  the c l i m a t e  t h a t
p r e v a i l s  d u r i n g  m o s t  o f  t h e  year.



The H o n o r a b l e  N o r m a n  G o r s u c h  
J a n u a r y  25, 1985 
P a g e  T h r e e

. T h e  inability, o f  A l a s k a n s  to t r a v e l  o u t - o f - s t a t e  m e a n s  
d i m i n i s h e d . o p p o r t u n i t i e s  f o r  c o n t a c t  w i t h  f a m i l y  a n d  f r i e n d s  
in " t h e  lower'-'- 48", a n d  d i m i n i s h e d  o p p o r t u n i t i e s  for 
e d u c a t i o n ,  p r o f e s s i o n a l  s e m i n a r s ,  a n d  o t h e r  a c t i v i t i e s  
i m p o r t a n t  to t h e  d e v e l o p m e n t  a n d  f u l f i l l m e n t  o f  t h e  
i n d i v i d u a l . A l a s k a n  ,in ;his. o r  h e r  p e r s o n a l  .life a n d  c a r e e r .

r..._ ;W i t h  a l l  o f  ..these c o n s i d e r a t i o n s  in. .mind, I. w o u l d  be 
g r a t e f u l  for. a n y  . r e f l e c t i o n s . y o u  a n d  y o u r  D e p a r t m e n t  m a y  
h ave, a n d  w o u l d  l i k e  to k n o w  p a r t i c u l a r l y :

1. T h e  e l e m e n t s  o f  p r o o f  t h a t  w o u l d  n o r m a l l y  b e 
r e q u i r e d  to s h o w  an u n l a w f u l  " c o n t r a c t ,  c o m b i n a t i o n  
o r  c o n s p i r a c y " " T n  r e s t r a i n t  o f  tirade, or
o t h e r  v i o l a t i o n  o f  t h e  s t a t e  a n t i - t r u s t  law. (AS 
4 5 . 5 0 . 5 6 2  et. s e q . )

2. W h e t h e r  t h e r e  m a y  b e  a p o s s i b l e  a p p l i c a t i o n  o f 
s t a t e  a n t i - t r u s t  laws, for r e s t r a i n t  of t r a d e  o r  
p r i c e  f i x i n g  b y  a g r e e m e n t  o r  c o n s c i o u s  p a r a l l e l i s m ,

.. in this c o n t e x t *  ....=. j:-*.

3. W h e t h e r  s t a t e  a n t i - t r u s t  laws a p p l y  to i n t e r s t a t e  
a i r  .carriers. ....

I f  not, w h e t h e r  s t a t e  a n t i - t r u s t  s t a t u t e s  c o u l d  b e  
c h a n g e d  in a c o n s t i t u t i o n a l  m a n n e r  to  p r o v i d e  s u c h  
a p p l i c a b i l i t y  a n d  to e s t a b l i s h  s t a t e  c o u r t  
j u r i s d i c t i o n . ' "  -• -. . '.. .

11 • ♦ *
W h e t h e r  t h e r e  is a n y  p r e c e d e n t  for a n t i - t r u s t  s u i t s  
a g a i n s t  a i r  c a r r i e r s  in i n t e r s t a t e  c o m m e r c e ,  e i t h e r  
u n d e r  f e d e r a l  o r  s t a t e  a n t i - t r u s t  s t a t u t e s ,  b r o u g h t  
b y  a t t o r n e y s  g e n e r a l  o n  b e h a l f  o f  s t a t e  g o v e r n m e n t s  
o r  t h e i r  p e o p l e ,  for a l l e g e d  p r i c e - f i x i n g  a n d  
r e s t r a i n t  o f  trade.

6 . W h e t h e r  t h e r e  a r e  a n y  o t h e r  s t a t u t o r y  r e m e d i e s  t h a t  
c a n  b e .c o n s i d e r e d  o r  d e v e l o p e d  to d e a l  at the. s t a t e  
l e v e l  w i t h  the p r o b l e m .

7. W h e t h e r  t h e  s t a t e  h a s  b e e n  g i v e n  any da t a  f r o m  t h e  
c a r r i e r s  w h i c h  m i g h t  j u s t i f y  e i t h e r  the a p p a r e n t  
c o i n c i d e n c e  in t h e i r  r e s p e c t i v e  fare s t r u c t u r e s  o r  
the r e c e n t  r o u n d  o f  fare i n c r e a s e s .

B e c a u s e  the m a t t e r  I h a v e  r a i s e d  is o f  g r e a t  i m p o r t a n c e  
to t h e  A l a s k a  t o u r i s m  i n d u s t r y  a n d  A l a s k a  b u s i n e s s  in 
g e n e r a l ,  I a m  s e n d i n g  a c o p y  of this l e t t e r  to the H o n o r a b l e  
L o r e n  H. L o u n s b u r y  a n d  I a m  i n v i t i n g  h i m  and the D e p a r t m e n t
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o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  w h i c h  he he a d s ,  to 
s h a r e . w i t h  m e  a n y  c o m m e n t s■o r .i d e a s  t h a t  t h e y ' m a y  h a ve. . At 
a m i n i m u m ,  'i-t--would 'be m y  h o p e  t h a t  s t a t e  o f f i c i a l s  i n  t h e  
e x e c u t i v e  branch, w i l l  e x p r e s s  to t h e  carriers-- s o m e  o f  the 
c o n c e r n s  I h a v e  v o i c e d  here, a n d  e n c o u r a g e  f a r e  c o m p e t i t i o n  
a n d  lower' fares'. .. .... h-: ■ . .....

O n e  of. t h e  p u z z l i n g  factors, in a l l  o f  t h i s  is t h a t  it 
w o u l d  a p p e a r  to m e  t o  b e  e v i d e n t .. t h a t  if. f a r e s  w e r e  lower, 
m o r e  p a s s e n g e r s  w o u l d  fill t h e  a i r l i n e s '  se a t s .  I a m  
w o n d e r i n g  w h e t h e r  t h e  g o v e r n m e n t  or t h e  i n d u s t r y  h a s  a n y  
i n f o r m a t i o n  o r  s t u d i e s ,  s u c h  as s t u d i e s  for t h e  D i v i s i o n  o f  
T o u r i s m  o f  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  
D e v e l o p m e n t ,  w h i c h  c o u l d  h e l p  us (and t h e  c a r r i e r s )  e s t i m a t e  
w h a t  the p a s s e n g e r  load..factor w o u l d  b e  i f  f a r e s  w e r e  lower.

T o d a y ,  A l a s k a n s  pay' m o r e  t h a n  100 p e r c e n t  a b o v e  w h a t  
ach c l a s s  t r a v e l e r s  pay, o n  a p e r  m i l e  b a s i s ,  e l s e w h e r e  in 
i n a t i o n .  A l a s k a n  t r a v e l e r s  a p p e a r  to b e  s u b s i d i z i n g
v e l e r s  o n  o t h e r  r o u t e s .

. . ; . . v  r v iv .
A l l  o f  t h i s  o c c u r s  a t  a t i m e  w h e n  t h e  r a t e  o f  i n f l a t i o n  
l a ska is l e s s  t h a n  t h e  r a t e  o f  i n f l a t i o n  a c r o s 1 ’• he 
n. In t h e  p a s t  s e v e r a l  y e a r s ,  the f e d e r a l  g o v e r  c 
n o t e d  o n  m a n y  o c c a s i o n s  t h a t  t h e  cost - o f - l i v .  .ag
e n t i a l  b e t w e e n . A l a s k a  a n d  t h e  r e s t  o f  the c o u n t  y  is
i.ng, n o t  g r o w i n g .  A n d  a i r l i n e  fuel cost:. a r e
d l y  s t a b i l i z i n g ,  too. S o m e  a i r l i n e s ,  as w e  .now, 
n e g o t i a t e d  u n i o n  a g r e e m e n t s  t o  r e d u c e  l a b o r  co s t s ,  

as I h a v e  n o t e d  a b o v e ,  w e  a r e  in a d e r e g u l a t i o n  
ont t h a t  is a s u p p o s e d  b e n e f i t  to  the c o n s u m e r .

a s s i s t a n c e  a n d  a d v i c e  w o u l d  b e  v e r y  w e l c o m e ,  so 
of us i n  s t a t e  g o v e r n m e n t ,  w o r k i n g  t o g e t h e r ,  c a n  7 ' d o w n  t h e  c o s t  o f  a i r p l a n e  t r a v e l ,  a b s e n t  

j u s t i f i c a t i o n s  f r o m  t h e  c a r r i e r s  s h o w i n g  g o o d  
p r i o r  r a t e s  a n d  r e c e n t  i n c r e a s e s  h a v e  b e e n  

d g o o d  r e a s o n s  w h y  a l l  t h e  c a r r i e r s  a r e  c h a r g i n g  
;he same fares.

S i n c e r e l y

S t a t e  S e n a t o r

o r e n  H. L o u n s b u r y
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g E C . E l S E S

The H o n o r a b l e  Joe P. J o s e p h s o n  
A l a s k a  State Senate 
Pouch V
Juneau, A l a s k a  99811

a o s e p f e o r t *

Re: A i r l i n e  T icket Prices
A.G. F i l e  166-312-85

Dear S e na tor Josephson:

Your r e c e n t  inquir y concer n i n g  the h i g h  prices Alaskans 
are f orce d to p a y  for a i rline tickets has b e e n  rev iewed in detail 
b y  m y  department. This is a m a t t e r  of substantial public 
concern, as air t ravel costs impact A l a s k a n s  in m a n y  dif ferent 
w a y s .

M y  o ffice has been m o n i t o r i n g  the situation for 
sometime. In particular, the n e a r l y  id entical prices charge d b y  
the carriers for t ra vel b e t w e e n  A n c h o r a g e  a n d  Seattle caught our 
attention. We did initi ate an i n qu iry to find out h o w  and w h y  
A l a s k a  Airlines, United, Western, and N o r t h w e s t  all charge 
e ssentially  the same prices on this h e a v i l y  t r a v elled route.

Our i n v e s t i g a t i o n  r e v e a l e d  that the airlines are able 
to keep track of each others prices, and p r o p o s e d  pri ce 
increases, through several c o m p u t e r i z e d  infor m a t i o n  networks. 
The m a i n  n e t w o r k  is the A i r l i n e  T r a v e l  Publis h i n g  Company's 
computer service ( A T P C O ) . The A T P C O  s y s t e m  publishes routes, 
schedules, fares, and p r o p o s e d  fare changes nationwide, and is 
ap p a r e n t l y  u p d ated daily. This s y s t e m  is u s e d  by travel agents 
as w e l l  as by the airlines, and allows its subscribers to k n o w  -- 
to the p e n n y  -- w h a t  a ny g iven a i rline is c h a rgin g on its routes.

We are i n f ormed that airlines g e n e r a l l y  "move in packs" 
w h e n  it comes to prices. That is to say, as a general rule, no 
one airline  wants to offer a fare t h a t ' is m u c h  higher than any 
other airline, for fear of losing business. Ai r travel is a 
p a r t i c u l a r l y  p r i c e - s e n s i t i v e  industry. Consumers will fly the 
airline that offers the best price, w i t h  other  factors (schedule, 
quality of in-flight service, etc.) r u n n i n g  far b e h ind p ric e as a 
factor in selecting w h i c h  airline to choose. If one airline 
lowers its prices, its competitors f o l l o w  suit quickly.

03 -  C32LH
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We are i n f o r m e d  that w h e n  an airline  decides to raise 
its prices, it w i l l  p u b l i s h  the p l a n n e d  increase through the 
A T P C O  s y s t e m  w i t h  an e f f e c t i v e  date of one to two m onths after 
the initial announc ement. Thus, its competitors are given n ot ice 
of any u p - c o m i n g  p r i c e  rise. The competitors are in a p o s i t i o n  
to f o l l o w  the leader and file c o r r e s p o n d i n g  price increases. 
Unless one a i r l ine does n o t  go along, w e  are told, the u p w a r d  
change is l i kel y to happen. By c l osely foll owing the proposals 
of their competitors, and r e s p o n d i n g  to the changes as they 
occur, airlines are able to keep their prices w i t h i n  a few 
pe r c e n t a g e  points o f  e a c h  other. This p r ocess  is w h a t  is k n o w n  
as "conscious p a r a l l e l i s m "  in antitrust law. It is not illegal, 
u n d e r  e ithe r the A l a s k a  R e s t r a i n t  of Trade A c t  dr the F e d e r a l  
Sherman  Act, to c l o s e l y  f o l l o w  and to r e s p o n d  to a competitor's 
p r i c e s .

-Your letter asks for m y  thoughts on h o w  the state 
an t i trust laws apply, a n d  w h e t h e r  they ought to be changed, in 
this situation. The p r o b l e m  is not one of jurisdiction, n o r  is 
it, in m y  opinion, one w h i c h  can be r e m e d i e d  easily by changes to 
the law. If it-.could be shown b y  . direct evi dence that the 
airlines a c t u a l l y  met, a n d  a g r e e d  to charge a n y  p a r t i c u l a r  fare 
on A l a s k a  routes, this o f f i c e  w o u l d  be able to intervene and seek 
redress on b e h a l f  of consumers. But to p r o v e  pricefixing, w e  
n e e d  e v i dence w h i c h  w e  do not have, and w h i c h  our initial 
inquiry does n o t  i n d i c a t e  w e  w o u l d  find. Nor w o u l d  it be w i s e  
p o l i c y  to seek a c h a n g e  in the law m a k i n g  it illegal for a 
business to w a t c h  a c o mpetitor' s prices and r e s p o n d  to t h e m  -- 
consumers b e n e f i t  w h e n  busin e s s e s  cut prices in response to 
competition.

I join w i t h  y o u  in e x pressing concern for the h i g h  
prices A l a s k a n s  h a v e  to p a y  for airfare, in a time w h e n  the cost 
of air travel e l s e w h e r e  in the country has d e c l i n e d  dramatically. 
I c e r t a i n l y  ho pe that consumers will express their concerns to 
the airlines. Perhaps one or more of the air carriers serving 
A l a s k a  m a y  r e s p o n d  b y  r e d u c i n g  its fares.

Norman C. G o rsuch
A t t o r n e y  General

NCGrjf
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Mr. B r u c e  K e n n e d y  
P r e s i d e n t  
A l a s k a  A i r l i n e s  
P.O. B o x  6 8900 
S e a t t l e ,  W a s h i n g t o n

D e a r  Mr. K e n n e d y :

A s  a s t a t e  s e n a t o r  f r o m  A n c h o r a g e ,  I h a v e  a s k e d  w h y  a i r  
f a r e s  h a v e  i n c r e a s e d  in A l a s k a  t h i s  year, at t h e  s a m e  t i m e  
t h a t  s i g n i f i c a n t  n e w  d i s c o u n t  f a r e s  a r e  o f f e r e d  e l s e w h e r e .  
M y  i n q u i r i e s  h a v e  r e s o n a t e d  in t h e  A l a s k a  c o m m u n i t y ,  b e c a u s e  
A l a s k a n s  k n o w  t h a t  f a r e s  c h a r g e d  for f l i g h t s  to  a n d  f r o m  
A l a s k a  w e r e  high, b o t h  i n  r e l a t i v e  a n d  a b s o l u t e  t e r m s ,  e v e n  
b e f o r e  t h e  l a t e s t  i n c r e a s e s  t o o k  e f f ect.

I a m  e n c l o s i n g  a c o p y  o f  m y  l e t t e r  to t h e  A t t o r n e y  
G e n e r a l  o f  A l a s k a  d a t e d  J a n u a r y  25 a n d  a c o p y  o f  the p r e s s  
r e l e a s e  ,/hich I i s s u e d  a t  t h a t  time. I a m  a l s o  e n c l o s i n g  
t h r e e  o t h e r  n e w s p a p e r  c l i p p i n g s  on  t h i s  s u b j e c t ,  i n c l u d i n g  a 
r e c e n t  e d i t o r i a l  a n d  a r e c e n t  t r a v e l  c o l u m n ,  w h i c h  s h e w  t h e  
e x i s t e n c e  o f  w i d e s p r e a d  c o m m u n i t y  c o n c e r n .

T h i s  o f f i c e  has r e c e i v e d  m a n y  m e s s a g e s  f r o m  
c o n s t i t u e n t s ,  a n d  t h e r e  h a s  b e e n  a p r o l i f e r a t i o n  o f  l e t t e r s  
t o  t h e  e d i t o r  on th i s  s u b j e c t .  F o r  e x a m p l e ,  I a l s o  e n c l o s e  
s o m e  l e t t e r s  to the e d i t o r  of the A n c h o r a g e  D a i l y  N e w s  w h i c h  
a p p e a r e d  in t h a t  p a p e r  r e c e n t l y .

A l a s k a n s  w h o  t r a v e l  k n o w  t h a t  t h e  f a res n o w  a v a i l a b l e  
b e t w e e n  p o i n t s  in the c o n t i n e n t a l  U n i t e d  S t a t e s  t e n d  to b e  
f a r  l o w e r  t h a n  the f a r e s  a v a i l a b l e  b e t w e e n  A n c h o r a g e  a n d  
S e a t t l e ,  o n  a c o s t - p e r - m i l e  b a s i s .  F r o m  a t r a v e l e r ' s  
s t a n d p o i n t ,  as the e n c l o s e d  n e w s p a p e r  c l i p p i n g s  m a k e  
m a n i f e s t ,  t h e r e  do e s  n e t  a p p e a r  to be a n  o b v i o u s  r a t i o n a l e  
for t h e  e x i s t i n g  fare s t r u c t u r e s ,  a n d  t h e r e  is c e r t a i n l y  no 
d i s c e r n i b l e  r e l a t i o n s h i p  b e t w e e n  d i s t a n c e  a n d  cost.

I n e e d  n o t  d e t a i l  h e r e  the v e r y  s e r i o u s  c o n s e a u e n c e s  to 
u s  A l a s k a n s  of  the h i g h  a i r p l a n e  fares. W e  h a v e  n o  r a i l  
a l t e r n a t i v e .  B u s e s  a n d  cars do t r a v e l  o v e r  t h e  A l a s k a
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Mr. B r u c e  K e n n e d y  
F e b r u a r y  6 , 1985 
P a g e  T w o

H i g h w a y ,  b u t  c o n s i d e r a t i o n s  o f  c l i m a t e ,  d i s t a n c e  and time 
m a k e  t h e s e  m o d e s  a l l  b u t  useless., ,fpr. m o s t  b u s i n e s s  a n d  
v a c a t i o n  t r a v e l e r s .

O n  t h e  o t h e r  h a n d ,  t h e r e  is an a l t e r n a t i v e  to  the h i g h  
f a r e s  n o w  c h a r g e d  A l a s k a n s  o n  t h e  A n c h o r a g e - S e a t t l e  route: 
A l a s k a n s  c a n  s t a y  h ome. T h e i r  r e l a t i v e s  and f r i e n d s  in the 
" l o w e r  48", a n d  p o t e n t i a l  t o u r i s t s ,  c a n  s t a y  home, too, 
r a t h e r  t h a n ' v i s i t  the 4 9 t h  State.

T h a t  a l t e r n a t i v e  is b a d  for t h e  a i r l i n e s .  It is b a d
f o r  A l a s k a n s .  It is b a d  for f a m i l y  r e l a t i o n s h i p s .  It  is
b a d  for t o u r i s m .  It is b a d  f o r  c o m m e r c e .  It is b a d  for
t h o s e  w h o  w a n t  t o  p u r s u e  e d u c a t i o n a l  c u r r i c u l a  a n d  
p r o f e s s i o n a l  s e m i n a r s  in o t h e r  s t a t e s .  It is b a d  for 
c o m m u n i t y  m o r a l e .  It is b a d  f o r  t h e  r e l a t i o n s h i p  b e t w e e n  
t h e  a i r l i n e s '  a n d  t h e i r  c u s t o m e r s .  It is b a d  for the 
t a x p a y e r s  o f  A n c h o r a g e  w h o  h a v e  i n v e s t e d  i n  a n e w  c o n v e n t i o n  
c e n t e r ,  a s p o r t s  a r e n a ,  a n d  o t h e r  a m e n i t i e s  d e s i g n e d  to 
e n h a n c e  t o u r i s m .

• A l a s k a n s  a r e  e d u  ;ated a n d  s o p h i s t i c a t e d .  T h e y  ask me:

1. W h y  a r e  a i r l i n e  fares g o i n g  u p  h e r e  w h i l e  fares in 
oth'fe'r places' are g o i n g  d o w n ?  '

2. W h y  do a l l  a i r l i n e s  c o n s i d e r  t h e  h i g h  f a res to b e
  m o r e ' p r o f i t a b l e ,  e v e n  t h o u g h  t h e y  c o m p e l  m a n y  w o u l d - b e
'•"-f • t r a v e l e r s  '' t o  "Stay put?'’ " .......

3. W h a t  a r e  t h e  j u s t i f i c a t i o n s  for the h i g h e r  A l a s k a  
r o u t e  f a r e s ?  A r e  A l a s k a  s t a t e  a i r p o r t  l a n d i n g  fees 
h i g h e r  t h a n  e l s e w h e r e ?  Is jet f u e l  b o u g h t  for t r a v e l  
to a n d  • f r o m  A l a s k a  m o r e  e x p e n s i v e ?  Is t h e r e  a w a g e  
d i f f e r e n t i a l  p a i d  to e m p l o y e e s  w o r k i n g  in A l a s k a ?  A r e  
l e a d  f a c t o r s  so l o w  t h a t  t h e  c o s t s  of o p e r a t i o n  p e r  
s eat, r e l a t i v e  to r e v e n u e s ,  are v e r y  h i g h ?  If so, w h y  
d o  f o u r  c a r r i e r s  c o m p e t e  o v e r  t h e  m a r k e t ,  a n d  w h v  
w o u l d n ’t l o w e r  f a r e s  b u i l d  p r o f i t s ,  a t  l e a s t  on  c e r t a i n  
f l i g h t s ,  o r  at l e a s t  on d e s i g n a t e d  f l i g h t s  o f f - s e a s o n ?  
Or, c o n v e r s e l y ,  a r e  le a d  f a c t o r s  so h i g h  t h a t  it 
m a t t e r s  n o t  to t h e  c a r r i e r s  w h e t h e r  so m e  A l a s k a n s  
c h o o s e  to b e  p r i c e - r e s i s t a n t ?

4. W h y  has d e r e g u l a t i o n  n o t  led to p r i c e  
c o m p e t i t i v e n e s s  h e r e ?

JOE P. JOSEPHSON - ALASKA STATE S F N A T F
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Mr. B r u c e  K e n n e d y  
F e b r u a r y  6 , 1985 
P a g e  T h r e e

I a m  c o n s i d e r i n g  - i n t r o d u c i n g  l e g i s l a t i o n  o n  th i s  
s u b j e c t ,  a n d  ■ a S' a m e m b e r  • o f  - t h e  S e n a t e T r a n s p o r t a t i o n ’
Committee,' •' I* h a v e  r e q u e s t e d  p u b l i c  h e a r i n g s  o n  t h i s
q u e s t i o n .  T h e  C h a i r m a n  o f  the T r a n s p o r t a t i o n  C o m m i t t e e ,  I 
a m  i n f o r m e d ,  h a s  s c h e d u l e d  s u c h  h e a r i n g s .

' I ' h a v e  -also r e c e i v e d  a r e s p o n s e  f r o m  t h e  A t t o r n e y  
G e n e r a l  o f  the' 'State o f  A l a s k a  t'o my-' i n q u i r y  a b o u t  p o s s i b l e  
a n t i - t r u s t  v i o l a t i o n s !  T h e  r e p l y  o f  t h e  A t t o r n e y  G e n e r a l  
i n d i c a t e s  t h a t  a n  e l e m e n t  in any a n t i - t r u s t  l i t i g a t i o n  w o u l d  
b e  e v i d e n c e  c f  a c t u a l  c o n s u l t a t i o n s  a m o n g  t h e  c a r r i e r s  t o  
set p r i c e s ;  it d e e s  a p p e a r  t h a t  s u c h  e v i d e n c e  is d i f f i c u l t
to  o b t a i n ,  if it e x i s t s  at all. T h e  A i r l i n e  T r a v e l
P u b l i s h i n g  C o m p a n y  c o m p u t e r  s e r v i c e  g i v e s  e v e r y  c a r r i e r  
a c c e s s  to" d e t a i l e d  f a r -- s c h e d u l e s  f r o m  e v e r y  c o m p e t i t o r ,  a n d  
so a - - c o n s c i o u s l y  - p a r a l l e l  fa r e  p o l i c y  c a n  b e  set w i t h o u t  
d i r e c t  c o m m u n i c a t i o n  a m o n g  c o m p e t i t o r s  o n  t h e  subject.

T h e  r e m e d i e s  for A l a s k a n s  in t h i s  e n v i r o n m e n t  w o u l d  
a p p e a r  t o  b e  l i m i t e d  to a s p o n t a n e o u s  or  c o n c e r t e d  
a b s t i n e n c e  o r  b o y c o t t  f r o m  a i r  t r a v e l ;  c o n s u l t a t i o n s  w i t h  
t h e  A l a s k a  d e l e g a t i o n  in C o n g r e s s  t o  e x p l o r e  i n d u c e m e n t s  o r  
s a n c t i o n s  a t 't h e  f e d e r a l  level; u t i l i z a t i o n  o f  t h e  s t a t e ' s  
b a r g a i n i n g  p o s i t i o n  as a m a j o r  c u s t o m e r  t o  b r i n g  a b o u t  p r i c e  
c o n c e s s i o n s  b e n e f i t i n g  a l l  A l a s k a  t r a v e l e r s ;  e n c o u r a g e m e n t  
o f  a n e w  ’e n t r a n t " i n  the A l a s k a  m a r k e t ;  a n d  p u b l i c  r e l a t i o n s  
r e w a r d s  a n d  h o n o r s  to t h a t  c a r r i e r  w h i c h  is i m a g i n a t i v e  
e n o u g h  t o  b e  the f i r s t  to g i v e  A l a s k a  t r a v e l e r s  se m e  o v e r d u e  
relief.

I s o l i c i t  y o u r  c o m m e n t s  a n d  s u g g e s t i o n s  so t h a t  
A l a s k a n s  c a n  b e g i n  to g e t  s o m e  o f  t h e  p r i c e  b e n e f i t s  
d e r e g u l a t i o n  w a s  s u p p o s e d  to b r i n g .  I h a v e  w r i t t e n  in an  
i d e n t i c a l  v e i n  t o  y o u r  t h r e e  c o u n t e r p a r t s  at the o t h e r  
i n t e r s t a t e  a i r  c a r r i e r s .  In  m y  j u d g m e n t ,  i m a g i n a t i v e  
l e a d e r s h i p  in t h i s  r e g a r d  w i l l  i n u r e  to t h e  s h o r t - r a n g e  a n d  
l o n g - r a n g e  b e n e f i t  o f  t h e  c o m p a n y  d i s p l a y i n g  it, a n d  w i l l  
c e r t a i n l y  e a r n  the r e c o g n i t i o n  a n d  g r a t i t u d e  o f  the  
l e g i s l a t u r e  a n d  t h e  p e o p l e  of A l a s k a .

S i n c e r e l y

S t a t e  S e n a t o r

J P J : r a k  
E n c l o s u r e s

JOE P. JOSEPHSON • ALASKA ‘ATATP c f m a t c t
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T H R O U G H :  C o m m i t t e e  of D i r e c t o r s ,  E c o n o m i c  A n a l y s i s  S e c t i o n

In r e s p o n s e  to y o u r  r e q u e s t  c o n c e r n i n g  d e t e r m i n a n t s  of
a i r l i n e  t r a v e l  d e m a n d  w e  p e r f o r m e d  a l i t e r a t u r e  s e a r c h  on the 
s u b j e c t .  N o t  s u r p i s i n g l y ,  t h e r e  is no r e l e v a n t  i n f o r m a t i o n  
s p e c i f i c a l l y  for the A l a s k a  m a r k e t .  H o w e v e r ,  f r o m  the l i m i t e d  
l i t e r a t u r e  that is a v a i l a b l e  l o c a l l y  I h a v e  p u t  t o g e t h e r  the 
f o l l o w i n g  d i s c u s s i o n ,  w h i c h  m a y  s h e d  s o m e  l i g h t  on the q u e s t i o n s  
r a i s e d  b y  S e n a t o r  J o s e p h s o n .

c o m p e t i t i o n  in m o s t  of t h ,~ ' '. a i r l i n e  m a r k P t s .  C o n s e q u e n t l y ,
c o n s u m e r s  have, in g e n e r a l ,  u e n e f i t e d  f r o m  l o w e r  fares. In the 
A l a s k a  m a r k e t ,  h o w e v e r ,  s t e a d y  p r i c e  i n c r e a s e s  in r e c e n t  y e a r s  
a b o v e  the i n f l a t i o n  r a t e  i n d i c a t e  th a t  A l a s k a n s  m i g h t  n o t  h a v e  
b e n e f i t e d  f r o m  the i n d u s t r y  d e r e g u l a t i o n  e q u a l l y .  F i n d i n g  the 
r e a s o n s  b e h i n d  this w o u l d  r e q u i r e  a n  a n a l y s i s  of the l o c a l  m a r k e t  
c h a r a c t e r i s t i c s  a n d  the a i r l i n e  i n d u s t r y  s t r u c t u r e  in A l a s k a .

In s p i t e  of the i n c r e a s e  in c o m p e t i t i o n  in the U.S. a i r  
travel m a r k e t ,  the i n d u s t r y  e a r n i n g s  Jn the p o s t  d e r e g u l a t i o n  y e a r s  
h a v e  b e e n  good, e x c e p t  a r o u n d  t h e  198C r e c e s s i o n  p e r iod, a n d  w e r e  
e x c e p t i o n a l l y  g o o d  in 1984. E a r n i n g s  a r e  e x p e c t e d  to i n c r e a s e  in 
1985. (This i n f o r m a t i o n  w a s  g i v e n  b y  A l b e r t  Khan, the m a n  
r e s p o n s i b l e  for the d e r e g u l a t i o n  o f  the a i r l i n e  i n d u s t r y ,  o n  t h e  
K T O O  T V  s h o w  " F i r i n g  L i n e "  on Feb. 9, 1985.) T h i s  m a y  i m p l y  a 
p r i c e  e l a s t i c  (or p r i c e  r e s p o n s i v e )  d e m a n d  for air t r a v e l  —  i.e., 
a d e c r e a s e  in f a r e s  is m o r e  t h a n  o f f s e t  b y  an i n c r e a s e  in d e m a n d  so 
that the i n d u s t r y  r e v e n u e s  in fa c t  i n c r e a s e .  Why, then, is t h i s  
e x p e r i e n c e  in the l o w e r  48 not t r a n s f e r a b l e  to A l a s k a ?

to m a r k e t s  e l s e w h e r e  in the U.S. E v e n  the n a t i o n a l  m a r k e t  is n o t  
e n t i r e l y  c o m p e t i t i v e ,  s i n c e  it is s t i l l  d o m i n a t e d  b y  the l a r g e  
T r u n k s ,  a l t h o u g h  r h e i r  m a r k e t  s h a r e  d e c r e a s e d  c o n s i d e r a b l y  a f t e r  
the d e r e g u l a t i o n .  In A l a s k a  n o t  o n l y  a r e  the a l t e r n a t i v e  m o d e s  of 
travel p r a c t i c a l l y  a b s e n t ,  but f e w  a i r l i n e s  o p e r a t e  w i t h i n  the 
s t a t e  b o u n d a r i e s .  T h e  e x i s t e n c e  of a s m a l l  n u m b e r  of o p e r a t o r s  
w i t h  s i m i l a r  c o s t  s t r u c t u r e s  a n d  n e a r l y  i d e n t i c a l  p r o d u c t s  m a k e s

T h e  19 7 8  A i r l i n e  D e r e g u l a t i o n  A c t  h a s  i n c r e a s e d

First, the A l a s k a  m a r k e t  has l i t t l e  c o m p e t i t i o n  c o m p a r e d
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the d i s a d v a n t a g e  of r i v a l r y  clear. T h i s  d o e s  not n e c e s s a r i l y  i m p l y  
c o l l u s i o n .  W h e n  the m a r k e t  is d o m i n a t e d  b y  o n e  l a r g e  a i r l i n e  t h a t  
a i r l i n e  c o u l d  a c t  as the l e a d e r  a n d  s e t  the m a r k e t  pr i c e ,  w h i c h  
w o u l d  b e  a d a p t e d  i m m e d i a t e l y  b y  the s m a l l e r  a i r l i n e s .  T h us, it is 
l i k e l y  t h a t  the A l a s k a  m a r k e t  g r a v i t a t e s  t o w a r d  a m o n o p o l i s t i c  
s t r u c t u r e  o r  t o w a r d  a n  o l i g o p o l y  w i t h  j o i n t  p r o f i t - m a x i m i z i n g  

b e h a v i o r .  .ic.L:. • ;•'* *

W h e r e  the a i r  f a r e s  a r e  s e t  d e p e n d s  on h o w  e a s y  it is for 
o t h e r  a i r l i n e s  to e n t e r  t h e  m a r k e t  a n d  the e l a s t i c i t y  of d e m a n d  for 
a i r  t r a v e l .  If b a r r i e r s  to e n t r y  w e r e  low, f a r e s  w o u l d  n o t  be m u c h  
a b o v e  t h o s e  f o u n d  in a " c o m p e t i t i v e  m a r k e t , "  -for o t h e r w i s e  n e w  
a i r l i n e s  w o u l d  e n t e r  the m a r k e t  to s h a r e  p r o f i t s .  ,-T h u s . o n e
q u e s t i o n  to b e  a n s w e r e d  is h o w  d i f f i c u l t  it is to o p e n the A l a s k a __
m a r k e t  to f u r t h e r  c o m p e t i t i o n .  ' : •

If d e m a n d  for a i r  t r a v e l  is n o t  r e s p o n s i v e  to p r i c e  
c h a n g e s  the i n d u s t r y  c a n  p a s s  m o s t  o f  the g e n e r a l  o p e r a t i n g  c o s t  
i n c r e a s e s  on to the c u s t o m e r s .  T h e  e x i s t e n c e  o f  m o n o p o l y  
c o n d i t i o n s  w o u l d  f u r t h e r  e x a c e r b a t e  the s i t u a t i o n ,  b e c a u s e  c o s t s  
d u e  to i n e f f i c i e n c i e s ,  w o u l d  b e  a d d e u  to the o v e r a l l  c o s t s  —  w h i l e  
in a ' c o m p e t i t i v e  m a r k e t  the i n e f f i c i e n t  a i r l i n e  w o u l d  b e  f o r c e d  to 
d r o p  f r o m  the market.. I f - t h e - d e m a n d ,  r e s p o n d s  e l a s t i c a l l y  to p r i c e  
c h a n g e s  c o s t  i n c r e a s e’s’ w o u l d  b e  b o r n  m o s t l y  b y  the i n d u s t r y .
H e n c e ,  a n y  p r i c e  i n c r e a s e  d u e  to i n c r e a s i n g  c o s t s  w o u l d  c u t  
r e v e n u e s  d r a s t i c a l l y .  , C o n v e r s e l y ,  a d e c r e a s e  in p r i c e  w o u l d  
i n c r e a s e  r e v e n u e s ' b u t  n o t  n e c e s s a r i l y  the p r o f i t s  of a m o n o p o l i s t .
T h e r e f o r e ^  the s e c o n d  "question t h a t  w o u l d  n e e d  to b e  a n s w e r e d  is
w h e t h e r  the d e m a n d  tor a i r r t n e ~ t T a v e l T  in A l a s k a  is r e s p o n s i v e  to
dlranges in p r i c e s . --------------------------------------------- ----------
<  —    ~

W h e t h e r  the A l a s k a  m a r k e t  c a n  b e c o m e  m o r e  c o m p e t i t i v e  
d e p e n d s  o n  s e v e r a l  f a c t o r s .  E n t e r i n g  into the T r u n k  b u s i n e s s  
i n v o l v e s  e c o n o m i e s  of s c a l e .  L i t e r a t u r e  i n d i c a t e s  th a t  "... -* 
c a r r i e r  woulc h a v e  to s u p p l y  at l e a s t  two b i l l i o n  a v a i l a b l e  ton 
m i l e s  ... in o r d e r  to a c h i e v e  u n i t  c o s t s  c o m p a r a b l e  to t h o s e  of the 
t y p i c a l  T r u n k ; "  b e y o n d  th i s  level o f  o p e r a t i o n  e c o n o m i e s  o f  s c a l e  
disappear.]. In this s i t u a t i o n  the e c o n o m i c a l  a l t e r n a t i v e  w o u l d  be 
the e n t r y  of an e x i s t i n g  a i r l i n e  c o m p a n y ,  n o t  a n e w  c a r r i e r ,  to the 
A l a s k a  m a r k e t .  T h i s  w a y  the airlii e w o u l d  p i c k  the r e v e n u e

1/ Paul B i e d e r m a n ,  "T h e  U.S. A i r l i n e  I n d u s t r y :  End of a n  E r a , "  
P r a e g e r  S p e c i a l  S t u d i e s ,  1982.

To n  m i l e s  is the a v a i l a b l e  tons m u l t i p l i e d  b y  m i l e a g e  flown.
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p a s s e n g e r  m i l e s ' o f ' t r a v e l e r s ' d e s t i n e d’ to o t h e r  l o c a t i o n s ' w i t h i n  tl 
U.S. T h e  m a r k e t  s h a r e  of a c a r r i e r  a l s o . d e p e n d s  on the f r e q u e n c y  
of service, (number, of f l i g h t s  p e r  day), a l t h o u g h  as l e n g t h  .of trip 
increases, t h i s .b e c o m e s  l e s s . o f  a f a c t o r . 2/ In A l a s k a ,  trip .length 
b e t w e e n  A n c h o r a g e  and. S e a t t l e ,  S o u t h e a s t  and Seattle', a n d  S o u t h e a s  
and A n c h o r a g e  w o u l d  m a k e  it f e a s i b l e  to c a p t u r e  a r e a s o n a b l e  s h a r e  
of the m a r k e t  w i t h  f e w  f l i g h t s  p e r  day.

O b v i o u s l y ,  e a c h  c a r r i e r  d o e s  not h a v e  the s a m e  c o s t  
s t r u c t u r e ,  s i n c e  t here are o t h e r  d e t e r m i n a n t s  of c o s t  than size.
One i n d i c a t o r  of c a r r i e r  e f f i c i e n c y  is e m p l o y e e  p r o d u c t i v i t y ,  w h i c  
c o u l d  b e  m e a s u r e d  as r e v e n u e  ton m i l e s  per e m p l o y e e . 3/ T o t a l  
o p e r a t i n g  e x p e n s e s  of a c a r r i e r  d e p e n d s  on total e m p l o y m e n t ,’ a g e  o 
a i r c r a f t  f l e e t  ( a f f e c t s  m a i n t e n a n c e ) ,  type of a i r c r a f t  ( t e c h n o l o g y  
and c a r g o  r e v e n u e .  S i n c e  the two m a j o r  a i r l i n e s  o p e r a t i n g  in 
A l a s k a  a r e  l o w e r  48 b a s e d  their e m p l o y e e  c o s t s  in r o u t e s  b e t w e e n  
A l a s k a  a n d  S e a t t l e  are p r o b a b l y  n o t  m u c h  h i g h e r  than an a v e r a g e  
U.S. c a r r i e r .  Of c o u r s e ,  a i r l i n e s  h a v e  to m a i n t a i n  g r o u n d  c r e w s  
(for m a i n t e n a n c e  and service), at e v e r y  a i r p o r t .  In a d d i t i o n ,  the 
c o s t  of p r o v i d i n g  s e r v i c e  w i t h i n  A l a s k a  w o u l d  be h i g h e r .  O n e  
f a c t o r  of g r e a t  i m p o r t a n c e ' f o r  the A l a s k a  m a r k e t  is the c a r g o  
r e v e n u e s  of c a r r i e r s .  T h e s e  w o r k  to r e d u c e  o p e r a t i n g  c o s t s ,  
c o n s i d e r a b l y .  . In.. all l i k e l i h o o d  a i r l i n e s "  in A l a s k a  r e c e i v e  
c o n s i d e r a b l e  c a r g o  r e v e n u e s ,  w h i c h  l o w e r  o p e r a t i n g  c o s t s  and 
i n c r e a s e  total r e v e n u e s .  C o n s e q u e n t l y ,  it is not c l e a r  w h e t h e r  
o p e r a t i n g  cos.t of a.'.r c a r r i e r  s e r v i c e  to A l a s k a n s  is o v e r a l l  ,

s t l i e r  than e l s e w h e r e .  If f u r t h e r  w o r k  i n " t h e  a i r l i n e  c o s t  a r e a  
is s o u g h t ,  f i n a n c i a l  d a t a  for A l a s k a  c a r r i e r s  c o u l d  be o b t a i n e d  
f r o m  the F e d e r a l  A v i a t i o n  A d m i n i s t r a t i o n  (FAA). S u c h  r e p o r t i n g  is 
a r e q u i r e m e n t  of FAA.

In a d d i t i o n  to o p e r a t i n g  cos t s ,  a m a j o r  o b s t a c l e  to e n t r y  
Into the A l a s k a  m a r k e t  w o u l d  be f i x e d  d e p r e c i a t i o n  and 
a m o r t i z a t i o n s  c o s t s  of i n v e s t m e n t .  A i r l i n e s  w i t h  the m o n o p o l y  
p o w e r  c o u l d  e a s i l y  u n d e r c u t  the p r i c e s ,  e v e n  b e l o w  the l e v e l  o f  a 
c o m p e t i t i v e  m a r k e t ,  to d r i v e  out a n e w  e n t r a n t  to the m a r k e t .  A  
c a r r i e r  w i t h  h i g h  f i n a n c i n g  c o s t s  m i g h t  not s u r v i v e  s u c h  r i v a l r y  
u n l e s s  it Is p r o t e c t e d  b y  a p a r e n t  c o r p o r a t i o n .

2/ G e a o c g e  C. Eads, "T h e  Local S e r v i c e  A i r l i n e  E x p e r i m e n t , "  T h e  
B r o o k i n g s  I n s t i t u t e .

3/ A r e v e n u e  ton m i l e  is the r e v e n u e  g e n e r a t e d  from c a r r y i n g  o n e  
ton a d i s t a n c e  of one mile.
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passer._;ir F d r - a  n e w " c a r r i e r Tt d 7e n E e r  Che A l a s k a  m a r k e t  it is 
i m p o r t a n t  to k n o w  w h e t h e r  A l a s k a  t r a v e l e r s  a r e  s e n s i t i v e  t o - p r i c e  
r e d u c t i o n s .  — I f 7 t h e y  are " n o t , " u t i l i z a t i o n  of a d d i t i o n a l  c a r r i e r -  
c a p a c i t y ' - o f f e r e d - b y - t h e - n e w  cai.-rier • m a y  r e q u i r e  d e e p  p r i c e  c u t s  
w h i c h :-would'also'rediice'the t o tal r e v e n u e  e a r n i n g s  of the 
i n d u s t r y .-"'On the o t h e r  h a n d , - i f  t h e r e  a r e  b a r r i e r s  to e n t r y  i n t o  a 
m a r k e t ,' c o m p a n i e s  w i t h  the m o n o p o l y  a d v a n t a g e  b e n e f i t  from 
i n e l a s t i c  demand. W h e n  d e m a n d  is n o t  r e s p o n s i v e  to p r i c e  the
r e d u c t i o n  in d e m a n d  w o u l d  b e  p r o p o r t i o n a t e l y  less than the p r i c e
i n c r e a s e ,  r e s u l t i n g  in an i n c r e a s e  in r e v e n u e s .

.......  The r e s u l t s  of d e m a n d  e l a s t i c i t y  a n a l y s i s  in the U.S.
c a r r i e r  m a r k e t  h a s  m i x e d  r e s u l t s .  In g e n e r a l ,  d e m a n d  fnr b u s i n e ss 
t r a v e l  is r e l a t i v e l y  i n s e n s i t i v e  to _p rA.r.p. w h e r e a s  fh.-a rj>jjAnxp_j_s 
t r ue for v a c a t i o n  travel^ N e v e r t h e l e s s , it is not c l e a r  that t hese  
c o n c l u s i o n s  a p p l y  to the A l a s k a  m a r K e t .  It is p o s s i b l e  that e v e n  
the v a c a t i o n  t r a v e l  m i g h t  b e  i n e l a s t i c ,  c o n s i d e r i n g  that f e w  
s u b s t i t u t e s  for a i r  tra v e l  exist. B e s i d e s ,  d e m a n d  for travel is 
d e r i v e d  fr o m  d e m a n d  for o t h e r  t h i n g s ■ s u c h - a s  • b u s i n e s s  , v a c a t i o n ,  
v i s i t i n g  .family or- frien d s . -  It is g e n e r a l l y  a c k n o w l e d g e d  that the 
g e o g r a p h i c a l  c o n d i t i o n s  h e r e  n e c e s s i t a t e  o c c a s i o n a l  v a c a t i o n s  to 
o u t s i d e .  -Also f e w  A l a s k a n s  m a y  s p e n d  t h e i r  a n n u a l  leaves at a 
f e o u r i s t ie-location of A l a s k a .  T h e r e • i s "a l s o  the fact that m o s t  
p e o p l e  h e r e  h a v e  r e l a t i v e s  in the l o w e r  48, w h o m  they m a y  n e e d  to 
v i s i t  o c c a s i o n a l l y .  W i t h o u t  s p e c i f i c  a n a l y s i s  of the m a r k e t  we  c a n  
not d r a w  d e f i n i t i v e  c o n c l u s i o n s ,'a l t h o u g h  t h e s e  a r g u m e n t s  p o i n t  to 
a m a r k e t  w i t h  l o w  p r i c e  r e s p o n s i v e n e s s  to a i r  travel. H o w e v e r ,  - 
a c k n o w l e d g i n g  the p r i c e  s e n s i t i v i t y  o f  v a c a t i o n  t r a v e l e r s ,  a i r  
c a r r i e r s  o f f e r  p r i c e  d i s c o u n t s .  T h u s ,  the e x i s t e n c e  of d i f f e r e n t  
fare c a t e g o r i e s  in A l a s k a  i n d i c a t e  t h a t  n o n b u s i n e s s  t r a v e l e r s  s t i l l  
h a v e  a m o r e  p r i c e  e l a s t i c  d e m a n d  c u r v e ,  b u t  this is l i k e l y  to b e  a 
m a t t e r  of d e g r e e s .

A  s t u d y  for the a i r l i n e  t r a v e l  in the N o r t h  A t l a n t i c  
m a r k e t  s e e m s  to g i v e  some, a l b e i t  s h a k y ,  e v i d e n c e  to the h y p o t h e s i s  
of i n e l a s t i c  d e m a n d  in A l a s k a .  C i g l i a n o  has a n a l y z e d  the e f f e c t  of 
p r i c e  a n d  in c o m e  e l a s t i c i t y  of a i r l i n e  t r a v e l  b e t w e e n  the U.S. a n d  
E u r o p e ,  and a l s o  b e t w e e n  C a n a d a  and E u r o p e . 4/ The total d e m a n d  
( a g g r e g a t e  of d i f f e r e n t  fare c l a s s e s )  w a s  r e s p o n s i v e  to p e r s o n a l  
i n c o m e  in b o t h  m a r k e t s ,  r e s p o n s i v e  to p r i c e  in the U.S. m a r k e t  b u t  
u n r e s p o n s i v e  to p r i c e  in the C a n a d a  m a r k e t .  The a u t h o r  a t t r i b u t e s

4/ J. M. C i g l i a n o ,  " p r i c e  and I n c o m e  E l a s t i c i t i e s  for A i r l i n e  
T r a v e l ;  T h e  N o r t h  A t l a n t i c  M a r k e t , "  B u s i n e s s  E c o n o m i c s ,  19S0.
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the p r i c e  .inelastic d e m a n d  in C a n a d a  to a d i f f e r e n t  m i x  of 
t r a v e l e r s  —  e . g . ,  m o r e  f i r s t  c l a s s  or b u s i n e s s  t r a v e l e r s .  It is 
■also-possible'that 4;he s p e c i a l  r e l a t i o n s h i p  of C a n a d a  to E n g l a n d  
r e q u i r e s  a  l e v e l  o f  .governmental a n d  b u s i n e s s  i n t e r a c t i o n - w h i c h  is 
l e s s ■sensitive- to p r i c e .  A l a s k a ' s  r e m o t e  g e o g r a p h i c a l  l o c a t i o n  to 
the m a i n l a n d  U.S. c o u l d  e a s i l y  be l i k e n e d  to the C a n a d i a n - - s i t u a t i o  
■Cherington,- w h o  d i d . the- f i r s t  c o m p r e h e n s i v e ,  b u t  s u b j e c t i v e ,  r e v i e  
of. a i r l i n e  p r i c i n g  c o n c l u d e d  that p r i c e  c h a n g e s  of less th a n  10 
p e r c e n t  p r o d u c e d  a n  i n e l a s t i c  r e s p o n s e . 5/ T h i s  s t u d y  is n o w  o u t  
dated, b u t  for a  n e w  e n t r a n t  to the m a r k e t  this f i g u r e  g i v e s  an  
id e a  of the ty p e  of s t r a t e g y  r e q u i r e d  in o r d e r  to be c o m p e t i t i v e .

.. ... In. c o n c l u s i o n ,  the p o s i t i o n  o f  the S t a t e  of A l a s k a  s h o u b
Jbe the e n c o u r a g e m e n t — at— compgjjix.ign in the' A i m r n ~ e ~ r n'dus;t~ry~~b'yr^  
jnaking e n t r y  to- the m a r k e t  e a sier. T h i s  c a n  take the f o r m  of l o w  
~i n t e r e s T ~ b u s T n e s s  l o a ns, tax l e g i s l a t i o n , or c o n t r a c t  b i d d i n g . B y  
o p e n i n g  the f i s c a l  y e a r  air travel to a b i d d i n g  p r o c e s s  the 
g o v e r n m e n t  w o u l d  b e  a c t i n g  as a m o n o p s o n i s t  (a m o n o p o l i s t . o f  the 
u s e r  of Services).,. If, the s i z e  o f •g o v e r n m e n t  r e l a t e d  t r a v e l  is- 
•.large the b i d d i n g  p r o c e s s  m a y  p r o v e  to b e  v e r y  e f f e c t i v e  a n d  m a y  
e v e n  l u r e  a n e w  c a r r i e r  to e n t e r  the A l a s k a  m a r k e t .

•5/ P a u l  Biederman,- op. cit,.  .........
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