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I dedicate this book to my wonderful wife, Sharon; and our four children, Nicole, Mercedes, Carolina, and Timon. Thank you for your support during our both challenging and great times together.


This book is also dedicated to the great team of employees I was privileged to work with at the several airlines we controlled. Thank you for your passion and commitment.




PRELUDE


OVER THE COURSE OF YOUR LIFE, YOU meet thousands of people. Obviously, some are more memorable than others. Some have a great impact on you. Some pass you like ships in the night. During my twenty-five years in the airline industry, including nearly twenty as the head of Texas Air Corporation, which eventually took over Continental Airlines, I met, worked with, and competed against some of the giants of business and politics. There was the legendary Captain Eddie Rickenbacker, the World War I ace, who became the principal owner of Eastern Airlines. There were his successors, including Colonel Frank Borman, the Apollo 8 commander who with his crew became one of the first astronauts to circle the moon. There was Brigadier General William Seawall, CEO of Pan Am. There was the renowned Robert Crandall, CEO of American Airlines, who had an outsize influence on commercial aviation in the United States. This list goes on. Some have died; almost all have retired; only a few are still active.


The most recognizable individual with whom my story intertwines is a person who grew up less than five miles from where I did, in Queens, New York. He and I could not have been more different. He grew up in Jamaica Estates, an affluent suburban neighborhood, the son of a successful real estate builder and developer. I grew up in Rego Park, a middle-income suburb, the son of Spanish immigrants, my father a onetime hotel dishwasher and later club bartender who, with my beautician mother, founded and owned a small beauty parlor in Manhattan.


The man from Jamaica Estates would go into his father’s successful real estate business after college and lead the development of a number of large building projects for the family company, while I would strike out on my own, using my savings of $6,000 as a launchpad. He— Donald John Trump—would become the forty-fifth president of the United States. I would go on to build a large airline organization—at one time the largest in the free world—while serving as chief executive officer of its principal airline holding, Continental Airlines, as well as the group known as Texas Air Corporation. The dichotomy between the two of us couldn’t be starker. Yet eventually our paths converged, leading us to negotiate one of the highest-profile deals either of us had ever put together.


My path crossed with another familiar name in business circles who is still active today: Carl Icahn. One of the most famous corporate raiders of the 1980s and 1990s, Icahn, like Trump, was a tough negotiator and a smart and successful businessman. He beat us out of acquiring TWA, after we had a purchase contract with the airline, in 1985.


Regarding Frank Borman—well, there were times when I had my doubts about his sincerity, principally when we were negotiating a takeover. However, I can say that he was one of the most honorable men I’ve ever known. A true pioneer, he was a no-nonsense leader in the space program and at Eastern. He did make some decisions that proved to be bad mistakes, but who among us hasn’t?


Jay Pritzker, founder of the empire that eventually became known as Hyatt Hotels Corporation, was another well-known person with whom I had business dealings. Unlike Trump and Icahn, who saw airlines as a means to an end, Pritzker had a true affinity for the industry and maintained a long-term view of the business. And unlike Trump and Icahn, for whom gaudy displays of wealth were common, Jay was known to stay in hotel rooms with his brother and father in order to save money. He was also a director of Continental Airlines who became concerned about the carrier’s health during the tumultuous transition from regulation to deregulation. It was Jay who suggested to me, at one of Continental’s annual get-togethers, that Continental needed to get a group of guys like ours to make a bid for the ailing airline. We did so in 1981.


There are many more people whom I dealt with early in my airline career and who circled back to me later in important ways. You’ll read about them in this book, although they will be among the many unsung heroes that made it all happen. You’ll also read about my family history, my youthful entrepreneurship, my initial plan to go into the banjo bar business, the aviation advisory firm I founded with a classmate on a shoestring (our “office” was located in a public library equipped with a phone booth), and many of my other successes and failures. In addition, you’ll read about the strategy I developed to deal with the federal government’s policy toward airlines, which completely wrecked the economics of our business in an upheaval similar to the one companies are experiencing today as a result of technology and other factors. Flying for Peanuts tells the story of all this and more.


Also in the pages ahead, you’ll see how fate, circumstance, and an appetite for adventure often converged and led me to the next level up. I was always a risk-taker, following my intuition and never taking no for an answer. As you’ll see, the easy or conventional way was not in my DNA. If you told me no, I would find a yes. Some might even have called me impulsive at times—certainly headstrong. In the press, I’ve even been called ruthless. But I don’t think that is fair or accurate. I was strategic and calculating in my business dealings, whether with other airline executives or with the unions. I held my cards close, waiting for what I felt was a good opportunity to buy or sell an airline. Timing is everything. You’ll see how and why I did the deals the way I did, and that calculated risk-taking and correct analysis of opportunity are the keys to success.


While my dream was to lead, first in the airline industry and then in investing, I hope my shared life experience will give you the motivation to fulfill your own dreams, whatever they may be. I believe that each of us can soar into the sky, so to speak, aiming to be the best in whatever we choose to do.




CHAPTER ONE


The Making of an Entrepreneur


From Queens to Cambridge


1940–1963


ARE PEOPLE really captains of their own fate? Or does fate cast a mold for us, one that we can modify a bit, add color and polish to, but never completely reshape?


I suspect that who I am, the essence of myself, was at least partially formed by forces beyond my control. And I suspect that my journey into the business of starting and acquiring airlines was at least partially determined by the road map that heredity and my parents inadvertently created for me.


Both of my parents arrived on American shores from Spain, after taking separate voyages one month apart. They traveled across the Atlantic in steerage, over rough seas, eating little, sleeping in dorm-style bunks, and using a hole in the floor as a toilet.


My mother, Anita Trinidad Paulina Mateos Gandara, arrived at Ellis Island in June 1920. She was eight years old and made the crossing with her mother and six-year-old brother, hoping to reunite with her father, who had settled in West Orange, New Jersey, two years earlier.


My father, Olegario Manuel Lorenzo y Nuñez, was seventeen years old when he crossed over. He had made the trip a month earlier, in May, accompanied by an uncle and a cousin, and soon the three of them found an apartment in Manhattan. Coincidentally, my father’s passage was sponsored by my mother’s family. Despite this early connection, because of the age difference, my parents never met until after they had both arrived in the new country.


Their journeys—uncomfortable, uncertain, yet hopeful and not a little daring—began in the rural northwestern Spanish province of Galicia. Life was hard in Galicia in 1920; it is still a rugged life today. The wet and cool climate, combined with the mountainous terrain, has always made farming very difficult—nothing like the sunny south of Spain. Perhaps as a result, the locals developed a hardy temperament. Galicians, known as gallegos, are considered very stubborn, very committed, and very loyal. Gallego means “dragon” in Spanish, and inside every Galician, it is said, there beats the heart of a dragon. People who know me, and who know the region and the language, have often said I have a lot of gallego in me. If this is true, then maybe I have Galicia to thank—or blame.


My parents grew up in the impoverished village of Caldelas de Tuy, right on the Portuguese border and the Minho River. In the early 1900s, Caldelas was known for its hot springs and baths, and its hotels catered to out-of-towners seeking mineral treatments prescribed by their doctors. My mother’s father first came to Caldelas for such treatments from the similarly impoverished Estremadura region; he never left. He had had some early entrepreneurial success in the chocolate business and later studied accounting. But after the voyage to America, he never managed to transfer those skills to comparable employment in the new country and worked as a laborer. Nevertheless, he began his adult life as an entrepreneur.


My father came from a rural peasant family of fisherman and farmers, and they all struggled from catch to crop. They were never hungry, but they were never quite full, either, and nothing was easy. As a young man, my father was no stranger to hard work, but he dreamed of a land where all his hard work might be rewarded. He was a very dashing guy, a conqueror with an entrepreneurial soul that was destined to find its home in America.


My father made a clean break when he left Spain. By changing his birth date in the local church record, he made himself just short of military age and was therefore allowed to leave the country. He rarely talked about his past or his homeland once he arrived in America. As a child, I don’t remember my father or mother ever trying to instill a sense of family history or cultural pride in any of their children. And so I grew up thinking that Spain was a poverty-stricken place, lacking in economic security and comforts—although of course those were the difficult Franco years after the revolution, and I’m sure that colored my parents’ thinking. Over time, I’ve replaced those images of Spain with a more up-to-date, certainly truer picture and have developed a tremendous respect for the country and its people. I return at every opportunity, and I am continually charmed by the sensitivities and ambitions of the people there and embrace the culture of the region with the pride of a native.


In the early 1920s, my father began calling himself Larry. He found work waiting tables at places like the Williams Club and the Princeton Club. At night, he played saxophone in the speakeasies and clubs that thrived during the Prohibition years. He was good-looking, with a thick head of hair he would keep throughout his life, and he was always careful about his appearance. He was not tall or otherwise imposing, but he cut a memorable figure. Despite his fearless sense of adventure and sometimes swashbuckling demeanor, he was somewhat shy.


My mother, who went by the name Ana once she arrived in America, settled with her family in New Jersey near her father’s job at the Edison laboratory. When the laboratory closed in 1923, the family moved to an apartment on East 43rd Street, the same building where my father and his family had an apartment, two flights up. The closure of that Edison laboratory is probably the reason that I grew up in New York. Had it remained open, my mother’s family certainly would never have moved to the city.


By the time my mother was sixteen, she was waiting tables at the Biltmore Hotel and had become a beautiful young woman. She had long brown hair and fine features; in the photos I’ve seen of her in her youth, she seemed to favor the smart fashions of the day. She was also ambitious and was going to school to become a beautician. After she passed away, we found paperwork from a manicurists’ school she had enrolled in when she was fourteen and a certificate from that same school when she graduated at the age of sixteen. People started really young then and displayed their entrepreneurial leaning early.


My father, nine years her senior, began to take notice. He was very proper in his pursuit but also very persistent. He wrote my mother a note, dated January 25, 1928, in which he stated his intentions in formal English: “I have always been very interested in you and would like to speak with you,” he declared in his finest handwriting. A week later, he wrote again to state that he was “waiting patiently” for a reply.


My mother, who kept both letters, showed the correspondence to her father, who wasn’t pleased. The nine-year age difference troubled him, even though he and his wife, my grandmother, were also separated by a nine-year age gap. But Mom was taken by Dad’s dashing appearance and kind manner. She was hopeful that her father would soon give in, but she was not willing to go against his wishes.


My father’s gallego resolve ultimately wore my grandfather down, and my parents were allowed to pursue their courtship. They were married in the spring of 1929 at the Church of Saint Agnes, around the corner from their apartment building. Two days before their first Christmas together, my mother gave birth to a baby boy named Olegario. He was named after my father, and like his father, he became known as Larry. Six years later, she gave birth to another boy, Valentin, who, like his uncle and grandfather before him, went by the name Val.


Around the time of Val’s birth, during the Depression, my parents took their first step as American entrepreneurs and opened a beauty shop in midtown Manhattan. They had each completed their separate stints in beauty school and had saved enough money by 1937 to lease a storefront on East 34th Street between Lexington and Park Avenues. They called their shop the Larian Beauty Salon, after Larry and Ana, and with the shop’s opening the two of them began a stretch of long days and six-day weeks that would last for nearly forty years.


For immigrants who had arrived nearly penniless, they did well. At its busiest, the shop had eight people on its payroll. My father commanded the front, concentrating on the business end but also doing haircuts and permanent waves. My mother was the hands-on beautician, tending personally to her loyal customers. Both my parents worked hard and took tremendous pride in their business. They provided a service, contributed to the community, and called their own shots. Eighteen years after their uncertain voyages over the sea, they were living their American dream. And perhaps, in ways that I hadn’t given much thought to until now, their move from wage earners to business builders had, by example, cleared a path for me to follow.


My arrival in this world, on Sunday morning, May 19, 1940, was a difficult and precarious one. My mother battled through sixteen hours of labor in our apartment on East 33rd Street, with my father and a very competent midwife named Stella Tofani at her bedside. My mother’s suffering was so severe that Mrs. Tofani was ready to summon a doctor when I finally emerged with the umbilical cord twisted around my neck and the amniotic sac still clinging to my tiny body. This last detail, Mrs. Tofani declared, was a sign that I would always be shielded from bad luck. I was born at home rather than in a hospital because my mother was concerned about a couple of widely publicized cases of misidentified children at hospitals.


I was baptized Francisco Anthony Lorenzo, but everyone called me Paquito. Paco is a fairly common Spanish nickname for Francisco. The added diminutive translated to “little Paco.” Eventually, it was shortened to Quito until I finally outgrew that in my teens and settled into Francisco and later Frank.


Within a year of my birth, my parents gave up their crowded two-bedroom, $45-a-month apartment and moved with their three boys to a new two-story brick house they had built on a double lot on Dieterle Crescent in the Queens neighborhood of Rego Park. The house cost $16,000 ($338,000 in 2024 dollars), which was a lot of money in 1941, and they took out a mortgage for $4,000 (equivalent to roughly $84,000 in 2024). My parents were not comfortable living in debt, so they rushed to pay off their loan as quickly as possible. “At that time,” my mother recalled, “until we had paid off our mortgage, we couldn’t sleep well.” They paid off the loan in two years. My mother continued to live in that house until she suffered a bad stroke and passed away in 2008. Maybe my parents’ feelings rubbed off on me, since I hold a similar attitude toward personal debt.
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My mother with midwife Mrs. Tofani, and me as infant at our Rego Park home (1940).


Our house was directly beneath an approach pattern to LaGuardia Airport, which had opened in 1938. The planes never bothered me. They were just there, like the furniture. My father used to stand outside, and when a plane flew overhead, he would smile and shout, “What noise?” I still have childhood memories of being in our backyard, watching the planes pass overhead, and imagining long flights to exotic destinations.


We lived comfortably, and my parents were careful with their money, so there was always enough for piano lessons, baseball gloves, decent clothes, and family vacations. Looking back, though, I realize that my parents were stricter with money than was probably necessary, but that was just the way things were back then, particularly among immigrant families and through the Depression. Business was good at the beauty parlor. The war economy meant that women were joining the workforce in droves, and they wanted to look good for their job interviews and for nights on the town after work—all trends that my parents foresaw.


The high volume of customers led to a continual debate between my parents about prices: my mother wanted to raise them in order to increase the business’s modest profits and modernize the shop, while my father was concerned about scaring off their loyal patrons. Over time, they settled on a middle ground, raising prices a little and modernizing a little. There were many times in my airline days when I was seated across a conference table debating fares with my colleagues and my thoughts would wander back to these kitchen-table discussions between Mom and Dad.


I can’t remember a time when I didn’t have an after-school, weekend, or summer job. I liked putting in a full day’s work and doing my job well. Really. I also liked making money, saving it, and watching it grow. My mother remembered that when I was a small boy, around ten or eleven years old, I would loan money from my piggy bank to my older brothers, who never seemed to have enough.


Often, entrepreneurs not only have role models like my parents but also start young. In fact, I hit on one of my first entrepreneurial schemes in the summer of 1952 with my brother Val. There was a wave of postwar home building in our neighborhood, and we quickly noticed that there were a lot of thirsty construction workers toiling in the hot sun. We loaded up my little red wagon with ten-cent sodas at the Woodhaven Boulevard A&P and carted our inventory to home-building sites in the area, selling those sodas for a quarter apiece. Never again in my business career would I enjoy such substantial profit margins!


As I grew up, my interests expanded to include baseball, photography, and collecting trading cards. Many nice-weather Sunday mornings were spent ditching Mass with my brothers and picking up a game of baseball in the schoolyard with some of the other neighborhood kids. We made a funny picture, I’m sure, all of us dressed in starched white shirts and pressed pants, careful not to slide or dive for a ball in our good clothes. Of course, with everyone dressed for church, no one was at a significant disadvantage.


It didn’t take much to keep me out of church, despite my parents’ best efforts to keep me in the fold. I was raised a Roman Catholic, but beyond the benchmark rituals of baptism, First Communion, and Confirmation, my church attendance fell off after I went to high school. I also was never a great fan of the formality of my religion or its constraints. However, my parentally instilled work ethic took hold early and, I like to think, never left.


My interest in photography began when I was very young, and it remains a hobby today. It also helped me launch another of my youthful enterprises. When I was around thirteen, I used some of my savings to buy a secondhand Argus C3 camera, one of the first 35mm cameras with a coupled range finder. Before long, I even set up a darkroom under the basement stairs in our house. One time I persuaded my friend Albert Wertheim and his parents to let me take pictures of his bar mitzvah. I did the job on spec, and after learning that everyone was pleased with the results, I presented the Wertheims with a bill for around $60, which wasn’t peanuts. I sweated over whether Albert’s parents would agree to pay a kid so much money for the photos. But they paid, although I heard a comment or two about the fact that I was not very shy about billing.


Like my brothers before me, I pitched in at the beauty parlor on occasional Saturdays. Initially, my job was to use a special magnet to remove pins from the hair of ladies who had had a finger wave, which was very popular in those days. But I soon talked myself into a promotion and wound up working at the cash register and running the front desk. I was never crazy about working at the shop and remember marveling at my father’s patience with the women he occasionally described as “squawking hens.”


I was actually a pretty good student, even if I sometimes joined a few friends in skipping school to spend the day in Times Square. At Stephen A. Halsey Junior High School, I was placed in a so-called special progress group, which compressed the seventh-, eighth-, and ninth-grade curricula into two years and put me a full school year ahead of my peers. I went on to Forest Hills High School, where I managed to make the honor society, then called Arista, nearly every term—and still found time for baseball, after-school jobs, and my share of goofing off.


Perhaps my most abiding interest in those years was airlines. I was fascinated by them. Maybe it had to do with the proximity of our house to LaGuardia. I followed news of the airline industry the way other kids looked at box scores (although I kept up with those, too). I sent away for the annual reports of some of the commercial aviation giants and even used some of the savings from my after-school jobs to purchase stock in Trans World Airlines, better known as TWA—destined to be my first employer out of business school.


Despite my intense interest in commercial flight, I never actually flew in an airplane until I was fifteen. During the summer of 1955, my parents decided we would all fly to Europe to visit my brother Val, who was stationed in Germany with the army. After persuading my parents to let me make the travel plans, I completed several after-school treks to LaGuardia, where I could discuss the details of the trip with the ticket agents there. I had very definite opinions about the various airlines when I was a kid. I had decided that TWA was my favorite (largely, I suspect, because I had heard so much about Howard Hughes, who controlled TWA then), so I planned the entire trip around TWA schedules. I could have used the phone, but it was more exciting to go out to the airport, and ticket agents were one of the main ways you purchased passage in those days.


That first flight from LaGuardia, on August 7, 1955, remains a vivid memory. I can still picture the long walk we made out of the terminal, stepping past a fence and onto the tarmac, climbing the stairs, and boarding one of TWA’s Lockheed L-049 Constellation propeller airplanes. I was struck by its splendor. My heart raced.


I sat on the aisle, snapped pictures of everything, and even took notes. I wanted to remember it all. I was also amazed at the incredibly short interval between sunset and sunrise: when you’re traveling east, especially in the summer, the sun sets on one side of the plane and quickly rises on the other. I hopped back and forth between windows, astonished at the spectacle. The engine noise, which didn’t bother me at all when we were up in the air, buzzed in my ears for hours after landing. One thing I thought was very curious was the fire coming out the sides of the piston engines. I found it a bit scary until it was explained to me.


The first leg of our trip took us to Gander, Newfoundland, for a fuel stop. In those days, aircraft usually couldn’t make it across the Atlantic without refueling. Then it was on to London for a few days. Our next flight was to Frankfurt, where we stayed a day and then took the train to Idar-Oberstein, near the French border, where Val was stationed. After we got there, Val went on leave and accompanied us to Amsterdam, which I found a most interesting city. One evening when our parents were briefly not with us, my brother showed me a bar where women were sitting in the front—on display, so to speak—a very new concept for a fifteen-year-old. After my brother went back to his base, we traveled on to Zurich, Rome, Capri, Madrid, and Galicia before flying home out of Lisbon.


I had booked us into first-class hotels at each stop on our itinerary: the Frankfurter Hof in Frankfurt, the Dolder Grand in Zurich, the Excelsior in Rome, and the Castellana Hilton in Madrid. We also ate in all the best restaurants. Prices were reasonable in those days: business and tourist travel was still so light in postwar Europe that even the most elegant accommodations were affordable.


In Galicia, however, in my parents’ hometown, we stayed for free at the Universal Hotel, a small run-down place my parents had purchased years earlier from my mother’s aunt, who was retiring without an heir. It had been a popular resort at the turn of the century, but now it was losing money (and would continue to do so until my parents sold it, for very little, in the 1970s). There was some sadness to this homecoming. My parents enjoyed seeing old friends and family, but I think my father finally recognized that this was a world he had left for good. I enjoyed meeting a few relatives—aunts, uncles, and cousins— and in the process I got a feel for the life and rugged culture of Galicia. I have returned many times since.


When we got back, I framed the commemorative certificate that TWA issued to overseas travelers at the time, which proclaimed that “Francisco Lorenzo hath flown the Aerial Course by TWA Skyliner over Oceanus Atlanticus.” The framed certificate remained on my old bedroom wall in our house in Rego Park for fifty-three years, until my mother’s passing.
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I received very little guidance from my parents when it came time for college, but my father assured me that cost would not be a factor in my choice of where to go. He was a proud man, and he’d worked hard to make sure his sons had the educational opportunities that had been unavailable to him. My father also had some very firm ideas about scholarships and financial aid. I might well have qualified for some scholarships, but I never applied for any of them. In Dad’s proud mind, scholarships were like welfare. I guess times have changed.
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Letters from TWA on employment when sixteen and eighteen (1956 and 1958).


If I had any career plans at all, I suppose I thought about becoming an engineer. But I also realized that I wanted a broad liberal arts education, whereas most undergraduate engineering schools demanded very narrow courses of study. So I applied to an eclectic batch of schools and finally settled on Columbia College, part of Columbia University, in New York. I still remember vividly my interview at Columbia, where I was told that the school focused on building the “whole man” (women wouldn’t be admitted until 1983) and offered a broad array of courses, including its “core” curriculum, which impressed a sixteen-year-old immigrant’s son.


But my hopes for living away from home for the first time were dashed by an on-campus housing shortage at Columbia. Entering freshmen from the New York area were required to live at home for the first year. Fortunately, it wasn’t long before I found a way around this problem. A new friend from Philadelphia, Charlie Blessing, offered me the spare bed in his Hartley Hall dorm room, left vacant by a no-show student. I started camping out there informally several nights a week and finally was given the room by the dean’s office.


Gradually, as I officially settled into my room at Hartley Hall, I also settled into a routine. In addition to my studies, I busied myself with crew, although I was never better than a mediocre oarsman and was never thrilled with the long hours of training—or with training in the cold. I gave up crew after my sophomore year because I had so much else going on. I’d gotten involved in the campus radio station, WKCR, first as publicity director and later as host of my own nightly rock-and-roll show. I was also secretary and later president of the undergraduate dormitory council, the student disciplinary committee. I pledged the Sigma Chi fraternity during freshman year and eventually became vice president of our chapter.


I also found some time to attend classes and to study. Not a lot, but some. My grades were just okay. I was nowhere near the top of my class, as I had been in high school. Granted, I didn’t devote as much time to my coursework as I might have, but school had always come easily to me, and I figured I’d squeak by. There was too much else to do. I pulled mostly Bs and C pluses, with an occasional A. There were a couple of Ds in there, too, and an F in calculus—it wasn’t for me.
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Chatting it up with Columbia Dean John Palfrey at a rowing team reception (1958).


The most memorable incident of my undergraduate career, however, is one I would just as soon forget. During the second half of my sophomore year, several of us became active in student government and were all helping our friends in the annual cycle of student elections. One of my closest Sigma Chi buddies, Vin Chiarello, was on the ballot for president of the student council, and a bunch of us worked on his campaign. As the election approached, we heard whispers that Vin’s opponent was involved with the guys in the computer room, who counted the ballots, in “swaying” the election. As head of the disciplinary committee, I should have been committed to blowing the whistle on them. But we foolishly chose the low road right along with them. We set up our own scheme, enabling Vin’s friends to vote twice on his behalf—and got caught.


To make it worse, because I was the ranking member of the dorm council, my behavior should have been above reproach. I was publicly embarrassed and forced to resign. I felt like I’d let down everyone at the school, even the institution itself. There was no disciplinary action taken against any of us, but the barrage of negative publicity was punishment enough. News of the election cheating even reached my parents through the New York Times.


The double-voting scandal had a profound effect on me. I vowed to never again be dishonest. While I have since suffered more than my share of difficult press, I have never again lost sleep over my own integrity. It took a teenager’s misstep to set me on a very clear path.


It may seem ironic, but during my time in college I became a card-carrying member of the International Brotherhood of Teamsters. For several summers and over a number of winter breaks, I worked as an assistant truck driver and later as a truck driver and deliveryman for Coca-Cola, operating out of the bottling plant in Astoria, Queens. I began by helping offload the trucks and making deliveries to local supermarkets, delicatessens, and bars. I started at $125 a week plus a modest commission. Later, as a driver on my own, I worked almost entirely on commission, which I enjoyed much more.


This job gave me my first taste of unions, which made an impression that lasted throughout my business career. Teamster membership was a condition of my employment, although I rapidly discovered that my best interests didn’t always coincide with the union’s. There were many ridiculous, almost arbitrary restrictions placed on our jobs, and most of them seemed to keep me from making as much money as I might have. For example, I was only allowed to handle the bottles when I was out on my route. Inside the plant, only loaders could touch the soda bottles. Some mornings, when I saw broken or empty bottles in the cases already loaded on my truck, I’d have to wait as long as fifteen minutes for a loader to replace them, delaying my departure— much to my annoyance. Naturally, the union rules were there to ensure the security of the loaders’ work.


However, I didn’t always follow the work rules to the letter. I used to spend my lunch hour visiting the stores on my route, inspecting the Coke displays, making sure they were neat and the prices clearly marked, which would help sales and me. Every now and then, someone would spot me and file a grievance, since we were not allowed to work during the lunch hour. On occasional Sundays, I’d check some of our large accounts to see how their inventory was holding up over the weekend and who might need a bigger delivery on Monday morning. This, too, was against the rules, but I kept at it because it made my job easier and more lucrative during the regular workweek. As time went on, I began to realize that these rules had been instituted for the benefit of the older, year-round driver-salesmen who were eager to see their relaxed standards of productivity maintained by seasonal hands, usually college guys hired during summer months or around Christmas, the company’s two busiest seasons.


There was continual tension between labor and management, so much so that some of the full-time guys took pleasure in effectively stealing Coke from our customers. They worked out these little schemes over the years, and they’d show them off with great pride to the temporary college kids whom they trusted, as if they were hard-earned tricks of the trade. One of their favorite scams, I learned, was to walk in the front door of a supermarket with several cases of soda on a hand truck, then wheel the merchandise right on out the back door and around again to the front. The store manager monitoring the delivery counted the cases twice, and the drivers double-billed and pocketed the extra.


I tried to empathize with the guys on my shift. I really did. They were just doing their jobs the way they were told to and looking to get away with whatever they could. I realized that the union wasn’t there to protect us seasonal kids, although we paid the same dues; it was there for the lifers, the older guys who had to lift cases all year. They didn’t need a bunch of enterprising college kids showing them up each summer and Christmas. To them, the restrictive work rules made sense. They made the job more human, more bearable.
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One of my professors at Columbia was the well-respected Richard Neustadt, who went on after my college days to become dean of Harvard’s Graduate School of Public Administration. In my junior year, he split his time between New York and Washington, DC, where he served as an adviser to president-elect John F. Kennedy as he prepared for assuming the presidency. It was during this period that I took his fascinating course in political science and enjoyed it a great deal, despite his occasional absences. One evening, he happened to be dining with his family at the men’s faculty club, where I was waiting tables. Around the same time, there had been some new unpleasant publicity surrounding the then year-old student election scandal. This second splash of attention had caught me by surprise, and my professor assumed I was taking it hard.


“Mr. Lorenzo,” he said as I approached his table, “I see they’re still giving you a tough time. You look depressed.”


“Yes, sir,” I said, “although I’m getting used to it by now.” What was really bothering me, and what I wasn’t used to, was my lack of direction beyond Columbia, and I thought I’d take the opportunity to ask the professor his opinion of my plans. “Actually, sir,” I allowed, “it’s more than just the campus newspaper stuff. The truth is I’m worried that this student election business will keep me out of a good graduate school.”


Neustadt assured me that this was nonsense and invited me to his office later in the week to discuss the matter further. When I took him up on his offer and restated the case against myself during our meeting, he boosted my spirits by saying, “I think you’ll do great.”


“I was wondering about Harvard Business School,” I then told him, half expecting him to take me down a notch. He asked me about my interest in Columbia’s own business school, but I explained that I had lived in New York City all my life and that in addition to its being a great school, Harvard’s location in Boston would be a good change for me.


Neustadt understood and offered to write a recommendation on my behalf. I was delighted and left his office with my heart set on Harvard, despite my mediocre grades, and buried myself in preparation for the Graduate Record Exams. Ultimately, I scored well above average on the math portion of the exams and well below average on the verbal portion, so I feared that my only strength would be Professor Neustadt’s recommendation.


However, I didn’t want to rely solely on a recommendation, even a great one, so I requested an interview at the school. But the Harvard admissions people were very reluctant to grant me one because personal interviews weren’t part of the admissions process in those days. Still, I believed that the only way I could get the university to look past my lackluster academic record was to have a face-to-face meeting. Fortunately, the admissions people agreed, and, although I had made numerous fallback plans, including joining the Marines, I was accepted to the class of 1963.


At first, I was very intimidated by Harvard and the environment at the business school. I was only twenty-one, young for any graduate school but especially for HBS. Almost all my classmates had two or three years of full-time career-oriented work experience under their belts. Quite a few still had silver spoons in their mouths, and many had gone to boarding school. They all seemed older, smarter, more sophisticated—particularly, I suppose, to a son of immigrants.


Right away, I knew that staying in the program would be one of the toughest challenges I would ever face. Professors at HBS teach by example, through the case method. Each night, we were given two or three cases to study, each detailing a particular crisis or dilemma facing the management team at a real corporation. These cases were prepared with the cooperation of the companies under review, whose executives would often visit our classes and offer analysis and insight from an insider’s perspective. Our nightly reading usually ran between thirty and fifty pages, complete with facts and statistics. We were expected to arrive in class prepared to discuss the material from all angles, although we examined most cases from the president’s viewpoint. We learned by second-guessing some of the country’s most respected economists and business leaders and used to joke that Harvard didn’t train too many middle managers, which was essentially true. It was a school for “big bosses,” and the case discussions almost always focused on what the top executive should do in a given situation.


My first class was a required course in production management, and our inaugural case was an analysis of the way in which a company called Dominion Engineering had managed a specific crisis. Dominion Engineering was a well-known example at Harvard at the time, and its lead-off spot in the first-term curriculum no doubt contributed to its legendary status. I had worked through most of the material the night before. Sort of. Truth is, I didn’t quite follow it and thought I could wing it through a brief discussion in the unlikely event I was called on. With ninety or so people in the class, I thought my chances of escaping the professor’s notice were pretty good.


My production professor was a young guy named Jim McKenney, and he must have had a sixth sense for students like me. Jim went on to become Harvard’s guru on information and data processing and one of the country’s leading experts on computer systems, but at the time he was just starting out. (Years later, I asked him to join the board of Texas Air Corporation’s data processing subsidiary.) He must have seen me nervously shifting in my seat and recognized it as a sign of unpreparedness. Of course, he called on me immediately. They do that at Harvard, I quickly learned.


“Mr. Lorenzo,” the professor said, “what do you think about the way the president attacked this problem?”


I stammered something incoherent, certain the room was about to erupt in derisive laughter. Of course, as the term wore on, a great many of my colleagues uttered similarly incoherent responses to comparable questions, but I was the first guy in our section to suffer such indignity. Although I wouldn’t be the last, I didn’t appreciate it.


It was an unnerving experience, to be caught unprepared like that in my very first class, and I left the room feeling shaken. How could I compete with these whiz kids? Who was I trying to fool? By the second day of classes, I decided Harvard wasn’t for me. I didn’t think I could hack it, and it made perfect sense to cut my losses while they were still short.


I went to see the dean of students and told him that I wanted to drop out and likely enlist in the Marines. I told him that I was in over my head. He listened with patience and compassion and then laid out my options, just as he must have done for hundreds of overwhelmed students before me. I could pick up and go immediately, he said, or I could request a leave of absence. The leave was the only way to secure a space for me at the school in the future should I elect to return. The only requirement in granting a leave, the dean said, was that I visit the school’s psychological counselor.


I hadn’t thought things through that far. I just wanted out. But I figured it was silly to have struggled as I had to gain admission to an MBA program like Harvard’s, only to run away from it after a single day. I decided to keep my options open and visit the school’s resident counselor, who told me that to be satisfactorily discharged by him for a leave of absence, I would have to remain for two weeks of classes in order to get a full picture of the school.


So I stayed, and the psychologist held my hand through the intimidating first couple of weeks. By the second week, I was more comfortable in my classes and decided to stay. I have been forever grateful to the school for cleverly protracting my leave-taking and getting me to give the program and myself a second chance.


Harvard Business School divided its students into seven sections, each with around ninety students. All my first-year classes were with the same group of men, in section G. (Women gained entrance to HBS in my second year.) We studied together, ate together, and roomed together. In the second year, we all went our separate ways in a variety of elective courses. Once I got to know my classmates, I realized that my initial doubts and fears were epidemic: these guys shared the same worries, and none of them was as perfect as I’d thought. Still, many went on to significant accomplishments—Reuben Mark as the head of Colgate-Palmolive, Vernon Loucks as the head of Baxter Travenol, Bill Agee as the head of Bendix, and so on.


There was also my very good friend Jack Heinz, who went into politics and became a US senator from Pennsylvania. He died, very sadly, in an aviation accident in 1991. Jack and I spent a lot of time together and remained friends for nearly thirty years. We even had plans to build houses on neighboring lots in Sun Valley, Idaho, a project that was organized by Jack.


Between my first and second years at HBS, I took a summer job as a financial analyst for Kaiser Aluminum in Oakland, California. My first assignment was to evaluate whether Kaiser should lease or buy its company cars. I was also asked to study whether it made economic sense for it to continue in the production of certain types of aluminum.


It was a terrific summer and the beginning of a long love affair with the Bay Area. It was also my first sweet taste of the white-collar lifestyle and its attendant perks: a good salary, a modest expense account, and shared use of a company car. These, I learned, were all things I could get used to.
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The most valuable lesson I learned that summer, however, was that I was bored by aluminum. I enjoyed my job, but the appeal of the company’s product quickly wore thin, and I promised myself that the first real job I took after graduate school would be with a company whose products I could get excited about. I wasn’t totally sure what that would be, but I knew that aluminum just didn’t turn me on—except when it became part of a plane.


The only major airline to recruit on campus in 1963 was TWA. The company was looking for a couple of business-school graduates to help swell the ranks in finance and marketing. Unfortunately, the recruiters weren’t looking for me. Or if they were, they didn’t recognize it at first. I had an apparently successful initial interview on campus, then a round of follow-up interviews at TWA headquarters in New York, after which I thought I had a good shot at the job.


TWA was going through an unusual period at the time. Control had been wrested from Howard Hughes after a protracted legal battle, and the new president, Charles Tillinghast, and most of the senior management were still fairly new to the company. Many of them had never worked in the airline industry prior to their appointments. I made the rounds of these freshly minted airline executives, and I took every opportunity to impress them with my working knowledge of the company and its problems. I also volunteered a few suggestions while I was at it. I think I knew more about TWA than some of these executives, and I learned later that I probably rubbed a few of them the wrong way—enough, anyway, to turn me down.


My style in those days was to say whatever was on my mind. I usually never thought about the consequences. If I had an opinion, I gave voice to it, even if I was a little abrupt. My style hasn’t changed all that much over the years, although now I think I can better anticipate the fallout.


A few weeks after my New York interviews, I received a letter from the controller, Pat O’Crowley, stating that TWA had no suitable openings for me at that time. He thanked me for my interest and wished me luck in my job search. I couldn’t understand the rejection and wouldn’t accept it. I was clearly qualified for TWA’s rookie-level analyst job, and I knew that the starting salary wasn’t competitive enough to attract more than a handful of other applicants from Harvard. So I sent a letter back, politely expressing my disappointment and asking that my application be reconsidered. In the letter, I told O’Crowley that the company was making a mistake by not hiring me and that I would make a great addition to the staff. I had nothing to lose—after all, I had already been turned down.


Looking back, I realize I had a lot of chutzpah for a twenty-two-year-old kid. But a few weeks later, O’Crowley sent me a letter and offered me a job. I was thrilled, but I didn’t move too quickly to accept the position. I had some other leads to explore—or at least that’s the way I played it. Mostly, I wanted time to take a closer look at TWA, to accurately assess the company’s outlook for success and mine along with it. I was so bent on making a reasonable review of the TWA operation that I even made an unannounced visit to the company’s Kansas City hub on a return stopover from a West Coast job interview with Boeing. I walked into TWA’s main offices and asked to be shown around. Of course, no one in Kansas City had any idea who I was, but I asked them to call New York and clear it with O’Crowley’s office.


While a bit brassy, my impromptu Kansas City visit turned out to be a sound move. It helped me understand the company and supported my decision to take the job. It also gave me great respect for Kansas City’s function as an operational center and pulsebeat—a far cry from the executive offices in New York, where my job would be based. Still, the New York offices were pleasant and informal, and everyone seemed to enjoy their jobs. Despite the fact that it was a big company, with operating revenues of more than $400 million, it seemed like a small-company environment I could grow in. And it was in airlines.




CHAPTER TWO


Early Days


Choosing a Path


1963–1970


WHEN I arrived at the New York offices of TWA at 380 Madison Avenue in June 1963, I discovered that there was no place for me to sit. The company was expanding so rapidly that it had outgrown its office space, so I began my tenure there hopping from one office to another, keeping desk chairs warm for traveling executives. I wasn’t thrilled with this arrangement, but I was able to turn it my advantage. My assignments to offices normally occupied by senior managers gave me valuable insights into the company’s high-level maneuverings.


For example, one day I was assigned to a senior vice president’s office right across from the office of Charles Tillinghast, the CEO. That happened to be the very day that Floyd Hall, TWA’s senior vice president and general manager, chose to walk in, offer his resignation, and announce his intention to join Eastern Airlines as president. From the other side of the closed door came a very heated exchange. Until that moment, I’d seen Tillinghast as a relaxed, easygoing man, but he was not happy with Hall’s departure to a major competitor. The up-close glimpse of my boss with his guard down and his dander up was enlightening, and it left me better prepared to deal with him on other matters in the future—particularly since one of my later assignments was to write the president’s quarterly report to shareholders. It also briefed me for my future dealings with Hall when our paths would cross again.


My first assignment at TWA was to assess the paper flow throughout the company. Memos and reports were being generated by various departments at cross-purposes, often presenting the same information in different ways and circulating it to the same people. It fell to me to recommend ways to trim the excess.


The project provided a wonderful overview of TWA and gave me license to examine all aspects of the company’s business. It also involved traveling to the company’s operational base, in Kansas City, and I took that privilege very seriously. In those days, TWA was a fragmented organization, broken mainly into the operating fiefdom, largely in Kansas City, and the marketing and finance fiefdoms, in New York. There were other fiefdoms as well. Each tended to generate and husband its own reports. Naturally, there was a lot of duplication, so I bounced back and forth among the various divisions and produced a system that essentially informed one division what the other was doing, thereby eliminating a mountain of superfluous paperwork.


I was astonished by the management lapses at TWA. Another early assignment offered a disturbing example. I was asked to evaluate the profitability of our separate fleet of cargo jets. To me, the only logical way to appraise the viability of those planes was to also look at the cargo we were flying on our passenger fleet. This was difficult, predictably, because passenger baggage was mixed with freight in the bellies of our commercial planes. The dilemma, as I saw it, was that the cargo guys would load as much freight as possible onto their all-cargo jets so they’d go out full, while the passenger planes often went out with belly room to spare, which could well have carried freight. As in any bureaucracy, the higher-ups—in our case, those in cargo—had to justify their jobs in order to keep them, but the historical way of evaluating the operation just didn’t make sense. Over time, TWA eliminated a separate cargo fleet, in line with my group’s recommendations.


There were other instances of mismanagement and bad judgment, as I saw it. For example, TWA’s marketing department once had the bright idea to outfit flight attendants, who at that time were all female, in paper dresses for a promotion. In the regulated environment of those days, management would try all kinds of ways to differentiate the product, because it was the only way to stand out. You couldn’t touch fares, which would have been the most important benefit we could have given to the consumer, but we could fancy up the service, which evidently was the impulse behind this particular piece of silliness. So the company commissioned some designers to turn out a few snazzy, brightly colored paper outfits for our attendants. The only problem was that there was no give to the paper material. This is not a good thing on airplanes, because the human body expands at high altitudes. Most of the time, underneath fabric, the slight transformation goes unnoticed. But not with our paper dresses. They tended to split right down the middle, which probably made the gimmick more popular than intended.


The best thing about working for TWA in those days was the non-revenue pass, which allowed employees to travel for free anywhere on the company’s route system, provided there was an empty seat. Most carriers offer this perk to all their employees, from top to bottom, and I’ve always thought it was one of the most attractive benefits of an airline career—a great morale builder.


Like many new airline employees, I used my free passes frequently. Most weekends, I’d go to Idlewild (soon to be rechristened John F. Kennedy International Airport) and head for parts unknown, often with my Harvard pal and TWA office mate, Mike Newman. We studied the reservations sheets to see which flights looked undersold; the more empty seats there were, the more likely we’d get where we wanted to go and back, since we flew standby. We never really knew where we’d wind up.


Sometimes, on the subway to the beautiful Eero Saarinen–designed TWA terminal on a Friday afternoon, we’d decide we were in the mood for London, or maybe a particular Paris bistro. Other times we’d flip a coin. And sometimes we’d follow some pretty flight attendants to Frankfurt or Madrid on the off chance they might be free for dinner. One time, while my parents were vacationing in Greece, Mike and I flew to Athens and surprised them in the lobby of their hotel, the Grande Bretagne.


The European jaunts worked particularly well because we were usually able to catch a flight on Friday evening after work, arrive on Saturday morning, then return on Sunday. With the time change, we would be back in New York by early evening. The trips out to California were always a little chancier because the time zones were working against us. Our favorite itinerary that first winter was to fly standby to San Francisco on a Friday afternoon, where we’d meet up with some of my friends from my summer job at Kaiser Aluminum, then drive up to Lake Tahoe for two days of skiing. Sundays on the slopes were cut short in order to get back to San Francisco in time to catch the overnight red-eye home to New York. We’d land at Idlewild at 6:00 a.m. or so, if the plane was on time. Then we would race home for a shower and a change of clothes and stumble into the office before nine as if it were nothing at all.
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The cherished TWA annual Pass (1963).


The weekend globe-trotting got old after a while—and more than a little wearying. We were forced to cut back before our bodies gave out, but the idea of picking up and jetting to some far-off place never lost its special thrill. I continued to enjoy extensive travel throughout my airline career and in the years afterward.
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One issue I needed to contend with early in my TWA career was military service, mandatory in those days. I had prepared for this by pursuing a direct commission as a lieutenant in the army, which required a two-year commitment. However, after getting enmeshed in my career at TWA, and after I had received the direct commission, I decided that I didn’t want to accept it and break away for two years and instead would enlist in the army reserves, which would take me away for only six months. After this I would be obligated to serve one night a week and a weekend each month at the Park Avenue Armory as well as two weeks each summer for the following six years at Camp Drum, in northern New York State.


I left TWA to begin my army training at Fort Dix, New Jersey, in May 1964. Six months away would be no piece of cake, but at age twenty-four, with a career on the rise, I decided it was the best option. The likelihood of my being sent overseas was slim; American involvement in the Vietnam War was still pretty modest then. I was prepared to go, but I didn’t like the idea of fighting in general or fighting this war in particular. As a foot soldier, I had a tough time believing this was a war we could win. I was as patriotic as the next guy, but I just didn’t like our chances. In addition, I had lost too many friends to that war—including my closest fraternity buddy, Vin Chiarello, killed in a DC-3 flight near Hanoi during a US intelligence operation.


Those six months turned almost all my routines upside down and left me looking at almost everything in new ways. I was surprised to discover that I was a very flexible person, which I didn’t know at the time and which my critics will line up to argue is no longer the case. I had some trouble dealing with the rows of open toilets in the latrine, but I even got used to those in time. In all, the army helped instill a certain discipline in my daily life, making me far more conscious about diet and exercise and the limits I could place on my body. I used to look forward to the drills that other soldiers dreaded. On our long forced marches, loaded down with full packs, I distracted myself from the pain by planning my next stock move or charting my future course at TWA.


But nothing in the army reserves prepared me for what I found when I returned to the office. Fort Dix had taken me out of the loop during a pivotal time of reorganization at the company. For one thing, the executive headquarters had moved from the two and a half floors where I started to more than a dozen floors in the Burroughs Building at 605 Third Avenue. Suddenly we were in a vast corporate space, with a bureaucracy to match. The old TWA was small and personal; the new TWA was a slow-footed giant.


Even the focus of my job had changed, and I soon felt like a highly paid bean counter. Most of my time was devoted to a complicated lawsuit that TWA had brought against Howard Hughes, its majority shareholder, whose shares were locked up in a voting trust held by the airline’s creditors. The company was alleging gross mismanagement during the last ten years of his TWA stewardship. I had a tough time with this case, not just because it was up to me to calculate all the alleged damages, some of them pretty far-fetched, but also—and chiefly—because I felt warmly toward a man who had done as much as Charles Lindbergh to fuel the American public’s fascination with commercial aviation.


Before he became the eccentric billionaire and recluse he is remembered as today, Hughes was a pioneer. His love of flying was infectious, and in 1939, through his Hughes Tool Company, he used some of his vast resources to purchase large blocks of TWA stock. Five years later, he set a new transcontinental speed record by flying a TWA Lockheed Constellation from Burbank, California, to Washington, DC, in seven hours, which effectively opened the doors to nonstop flights across the United States. To a small boy growing up beneath the approach path to LaGuardia, Hughes was a true hero.


At TWA, however, veterans traded horror stories about Hughes managing their public company as his personal asset. One old-timer, Joe Stellabotte, who oversaw aircraft scheduling, told of the time Hughes took one of the newly delivered Lockheed 1649A StarStream Super Constellation aircraft to the Bahamas to “test it out,” despite the fact that the plane had already been certified for passenger use. According to Joe, the scheduling guys had to cancel flights and leave TWA passengers stranded just to accommodate Hughes, who reportedly didn’t like Bahamas hotels and slept in the plane during his extended stay on the islands.


The ultimate downfall of Howard Hughes at TWA can be traced to his purchase in the late 1950s of a fleet of four-engine Convair 880s, which he particularly liked, a decision that would ultimately cost him control of the company. The Convair jets were built like tanks, and like tanks, they guzzled fuel. They were just too heavy to fly effciently. They also carried far fewer passengers than the Boeing 707s that American— and, later, TWA—ordered and the Douglas DC-8s that United ordered.


But Hughes dawdled in placing orders for the 707s and 880s. He was accustomed to ordering planes through his Hughes Tool Company for tax reasons, assigning them to TWA after delivery. But Hughes Tool Company was going through a rare period of cash-flow shortages, and he couldn’t pay cash for the airplanes, which he preferred to do because he didn’t want to borrow the vast sums required for jets. So he waited, hoping things would turn around. When they didn’t, he ordered the planes anyway but had to scramble to arrange financing. Several banks and insurance companies demanded that Hughes’s TWA stock, which amounted to 78 percent of the outstanding shares, be placed into a voting trust as a condition of the financing, although Hughes would still own the shares. Faced with a deadline and no alternatives, Hughes finally buckled and pledged the stock, losing control of TWA. But the delay in ordering and taking delivery of the planes cost TWA dearly, and the company sued its now absentee owner.


To this day, I think of Hughes in heroic terms, as a father figure to a fledgling industry, yet I can’t shed the image of him as an aloof, bitter man, out of touch with the realities of the marketplace.


After a while, I began to look at the Hughes lawsuit as a waste of my time, although it made sense from a corporate and creditor perspective. Eventually, TWA was awarded more than $137 million in treble damages. Hughes appealed, and while this wound its way through the courts, he surprised everyone in 1966 by selling his TWA holdings in a giant stock offering for $546.5 million (about $5.2 billion in 2024 dollars).1


But I was bored and frustrated by my role in the litigation process and started to dislike going to work each day. By then I was twenty-five years old, full of ideas and energy, and there were better things for me to do than beat an old man’s reputation into the ground. I wanted to roll up my sleeves and plunge into something more exciting and rewarding.
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As my dissatisfaction grew at TWA, I tried to step back and assess the career path I had chosen. My strengths, I had begun to realize, were in marketing and finance, but I was far too junior to make any significant contributions in these areas. Most troubling was the fact that commercial aviation was still a regulated business, and the various government-imposed restrictions were almost always at odds with my spirit of enterprise.


As I saw it, I had two options: I could take a job at another airline, which would at least free me from the tangle of the Hughes Tool Company lawsuit and might offer a clearer view of the playing field. Or I could abandon the industry altogether and try something new. Toughing it out at TWA, it had become increasingly apparent, would not be one of my alternatives.


While I was trying to make up my mind, I attended a cocktail party and ran into a woman I knew who told me that her new boss was Eastern Airlines president Floyd Hall. I of course remembered Hall, whose loud leave-taking from TWA I had overheard from my front-row seat nearly two years before. She said that Hall wanted to hire some young, capable finance guys to help evaluate the changing marketplace. After a number of conversations and one or two interviews, I received a job offer from John Carty, Eastern’s treasurer.


The offer was not overwhelming—$11,000 a year to serve as manager of financial analysis in the company’s New York office—and I didn’t jump to accept it. It was tempting, but part of me thought I’d simply be trading one bureaucracy for another. Eastern, at the time, was smaller than TWA, and it was troubled. But the mid-1960s was a burgeoning period for air transportation in this country. It was clear that Eastern’s situation would soon change. All the domestic trunk carriers—carriers that operate between major population centers—were getting very big very fast, primarily thanks to the advent of jet aircraft, which attracted more passengers and offered speedier trips than older aircraft did. I knew that as these organizations expanded, it would be possible for some people in the middle ranks to ride with them right to the top. But there was also a chance that those who didn’t advance would be left in bureaucratic purgatory.


When I thought about abandoning the industry altogether, one of the possibilities I considered was opening a banjo-and-beer hall with a Harvard friend, Wayne Fabian. Our idea was to start one of these joints in Cleveland, where Wayne lived, patterning it after the successful Red Garter bar in San Francisco. We had a name for the venture, the Pink Pantaloon, and attempted to get Joel Schiavone, an older HBS graduate who ran the Red Garter, to co-venture it with us. But this would have constituted a major fork in the road, requiring me to live in a city that I didn’t know and leave an industry about which I had grown passionate.


Although I was undecided, I felt strongly that I had to make a move, so I forced myself to give notice at TWA. This turned out to be a good call for purely personal reasons. TWA had an uncommonly friendly policy that allowed departing employees thirty days of free-pass travel after leaving the company, so I took advantage of it to sort out my options. I spent a week visiting an old school pal in Germany, tooled around Europe in a Volkswagen that I bought there, and eventually made my way down to the French Riviera.


Behind this exhilarating freedom, of course, lurked my professional dilemma. I was still of two minds, but one was being made up more quickly than the other. I looked out over the majestic Mediterranean one day on a beach near Nice and realized that I didn’t want to make my killing in a bar.


Yes, I was firmly convinced that we would clean up with the Pink Pantaloon. The time was right. Our location was right. The name was right. We had good people on board and a chance to build a real franchise. But money alone was not the most important thing to me, it seemed. This came as something of a surprise—and even today it must be hard for some of my critics (and some of my supporters) to swallow—but I realized that I could never be happy over the long term selling beer to college kids. It would be fun until we got up and running, but then I’d be out the door. It was still a great deal, but in the end, it just wasn’t the deal for me. I decided there on the beach that day to continue my airline career.


Eastern had some of the same negatives as TWA, but it at least offered a change of scenery and entry at perhaps an earlier stage in the company’s development. Plus, in his two years on board, Floyd Hall was really starting to jazz up the company, or at least that’s how it appeared to me from the outside. And indeed, from my first days in the company’s offices in June 1965, I was taken by the differences between it and TWA. Eastern was a much sleepier place, but my new colleagues took their jobs very seriously. Also, there were no young people at my level in the New York offices, whereas at TWA there were plenty. Eastern’s 10 Rockefeller Plaza outpost mainly housed the executive and treasury divisions, but its operational base, in Miami, was the true spiritual home of the company.


In New York, we were such a small, disparate group that there was no real feeling of community or common purpose. I missed the sense of being part of a team, but I was quick to see that there were some benefits to this pared-down environment. Across the board, Eastern had a much smaller staff than top-heavy TWA, which meant that I quickly assumed a lot of responsibility and had greater access to senior management. Often, I would venture upstairs with analyses of proposed leasing transactions or aircraft purchases for discussion with the company’s high-ranking officers.


Like TWA, Eastern was struggling through some financial difficulties when I arrived. The company had lost more than $55 million ($540 million, or so, in 2024 dollars) over the previous four years, and Floyd Hall seemed to be spending money faster than he could borrow it. Hall was by now entrenched at Eastern’s helm, looking to leave his mark everywhere. A former pilot, with a carefully trimmed mustache and a penchant for hand-tailored suits—with a handkerchief carefully folded in his breast pocket—Hall had inherited the daunting legacy of Captain Eddie Rickenbacker, who spearheaded the buyout of Eastern from General Motors in 1938 and had guided the company for more than a quarter century. Captain Eddie, on the few occasions he visited the Eastern headquarters, cut a larger-than-life figure.


One day, I asked my boss if I could meet Captain Eddie, who kept an office after his retirement from Eastern at nearby 630 Fifth Avenue, then known as the International Building. His modest office, maintained by Eastern, looked down at the Rockefeller Center skating rink, across from which was Eastern’s own office. He seemed a subdued man in his later years, particularly to a twenty-five-year-old who had heard so much about the successes of this World War I flying ace.
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Industrial Relations Depte

P 0. Box 637 Industrial Relations Dept.

New York Airport Station P. 0, Box 637

Flushing 71, New York New York Airport Station

March 14, 1956 Flushing 71, New York
Jenuary 15, 1958

Mr. Frank Lorenzo Dear Mr. Lorenzo:

63-44 Dieterle Cres.
Rego Park 74, N. Y. Your apslication is in our active files.

Dear Mr, Lorenzo: At the present time we have several vacancies that may be of
Thank you for your recent letter in which you expressed an interest in interest to you, and would therefore appreciate your reporting
beconing associated with our company on a temporary basis. %o this office, Room 219, Hangar L, LaGuardia Field for a

: personal interview at the earliest ossible date. Interviews
We are sorry to inform you that due to the highly specialized work re~- are conducted daily, lHonday through Friday, between the hours
quired in commercial aviation, and the amount of time required in of §:00 a.i. and 1:00 p.me
training new employees, consideration cannot be given to temporary
assignments, All assignments are made on a permanent basise Unless we hear from you within seven days from the date appear-
ing on this letter we will assume you are no longer interested
Your interest in Trans World Airlines is sincerely appreciated. and your application will be removed from our files,

Very truly yours, Very truly yours,
TRANS WORLD AIRLINES, INC. TRANS iORLD ATRLINZS, INC.,

Ko L0 Lo

1 Representative Personnel Representative
Atlantic Region Atlantic Region

U.S.A. + EUROPE * AFRICA * ASIA
U.S.A. « EUROPE * AFRICA * ASIA
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