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Republic 
strategy 
fraught 
with risk
Airline deals provide growth, 
but take firm into new realm

By Chris O’Malley
comalley@ibj.com

By purchasing two struggling airlines for 
which it flies, Republic Airways Holdings is 
taking aboard substantial risks that threaten its 
profitable niche, analysts say.

Frontier Airlines and Midwest Airlines are 
not only leaking money, but fly at an altitude 
where major carriers routinely dogfight in a fare 
war Republic hasn’t had to 
fight as a contract carrier.

The two contracts ac-
count for a mere 3 percent 
of Republic’s $1.5 billion 
in regional airline revenue.

In flying contract routes 
for clients such as Frontier 
and Midwest, Indianap-
olis-based Republic has 
been able to pass on to the 
mainline carriers the soar-
ing price of jet fuel. As the 
owner of two of those car-
riers, it couldn’t do that.

“By pursuing such a risky strategy, Republic 
risks surrendering a competitive niche it has 
worked so hard to build. The industry is littered 
with casualties of carriers that tried to grow too 
fast,” said Joseph Schwieterman, a professor of 
transportation studies at DePaul University, in 
Chicago.

Airlines are devalued at the moment, he said, 
and, “Republic is seizing the initiative, despite 
the risks.”

Yet the two airlines Republic wants to buy are 
“very troubled assets,” says Jay Sorensen, a for-
mer Midwest Airlines executive, now president 
of Shorewood, Wis.-based airline consultancy 
IdeaWorks.

Frontier is already in Chapter 11. Midwest, 
which lost $447 million last year, would be in 

Star newsroom braces for deep cuts
Even if union members approve 12-percent pay reduction, additional layoffs may be coming

By Anthony Schoettle
aschoettle@ibj.com

The next two weeks could be 
critical in determining the level and 
quality of staffing in the newsroom 
of The Indianapolis Star, the state’s 
largest daily newspaper.

The paper’s union—which rep-
resents about 160 news staffers—
and management have been at an 

impasse since employees’ union 
contract expired Dec. 31.

Management is asking union 
members to take a 12-percent pay 
cut and offering no guarantees 
there won’t be further layoffs and 
more unpaid furloughs.

“This is it, high noon at the O.K. 
Corral,” said Joseph N. Boyce, a 
retired senior editor with The Wall 
Street Journal who now teaches 

journalism at IUPUI. “I really fear 
the next moves in this chess match 
could really hurt the product, and 
it’s news organizations like The 
Star that are essential to a healthy 
democracy.”

Members of The Indianapolis 
Newspaper Guild will vote June 30 
on a new two-year contract that, in 
addition to across-the-board pay 
cuts, would ensure no pay raises 

for the length of the deal.
Without an endorsement from 

union officers, few expect mem-
bers to approve the contract. The 
next step is unclear. Management 
for The Star, which is owned by 
Virginia-based Gannett Co., cer-
tainly isn’t giving any clues.

“We’re aware the Guild has a 
vote upcoming. Other than that, 

By J.K. Wall
jwall@ibj.com

Former Indianapolis Mayor Bart 
Peterson gave up his for-profit 
and philanthropic work in urban 
redevelopment to join Eli Lilly 

and Co. as its senior vice president of com-
munications and community affairs. It’s a 
job once held by Gov. Mitch Daniels. On 
June 15, Peterson took charge of a team of 
440 people, a budget of $200 million and, 
most important, getting out Lilly’s message 
in the hot-burning debate over health care 
reform. Below is an edited transcript of 

IBJ’s  conversation with Peterson.

IBJ: What was it about this job that cap-
tured your attention?

PETERSON: When you grow up in 
Indianapolis … Lilly really is in your blood 
or in your DNA, however you want to put 
it. I got a chance as mayor to see a little 
bit behind the scenes of how it all works, 
from a scientific perspective but also from a 
business perspective. So my admiration for 
the company, which was strong by virtue of 
being a lifelong Indianapolis resident, really 
increased significantly.

See STAR page 34A

See PETERSON page 36A

‘I have 
a real 
passion 
for this’

See REPUBLIC page 34A
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CEO Bedford 
is expanding 
Republic outside 
its contract-service 
niche.New communications post at Eli Lilly gives former mayor 

opportunity to meld experiences in public, private sector




