S. HrG. 106-1053

AIRLINE COMPETITION IN THE WAKE OF THE
PROPOSED US AIRWAYS/UNITED MERGER

HEARING

BEFORE THE
SUBCOMMITTEE ON ANTITRUST,
BUSINESS RIGHTS, AND COMPETITION

OF THE

COMMITTEE ON THE JUDICIARY
UNITED STATES SENATE

ONE HUNDRED SIXTH CONGRESS

SECOND SESSION
JUNE 14, 2000

Serial No. J-106-89

Printed for the use of the Committee on the Judiciary

&R

U.S. GOVERNMENT PRINTING OFFICE
74-155 WASHINGTON : 2001

For sale by the Superintendent of Documents, U.S. Government Printing Office
Internet: bookstore.gpo.gov Phone: toll free (866) 512—-1800; DC area (202) 512—-1800
Fax: (202) 512-2250 Mail: Stop SSOP, Washington, DC 20402-0001



COMMITTEE ON THE JUDICIARY
ORRIN G. HATCH, Utah, Chairman

STROM THURMOND, South Carolina PATRICK J. LEAHY, Vermont
CHARLES E. GRASSLEY, Iowa EDWARD M. KENNEDY, Massachusetts
ARLEN SPECTER, Pennsylvania JOSEPH R. BIDEN, JR., Delaware

JON KYL, Arizona HERBERT KOHL, Wisconsin

MIKE DEWINE, Ohio DIANNE FEINSTEIN, California

JOHN ASHCROFT, Missouri RUSSELL D. FEINGOLD, Wisconsin
SPENCER ABRAHAM, Michigan ROBERT G. TORRICELLI, New Jersey
JEFF SESSIONS, Alabama CHARLES E. SCHUMER, New York

BOB SMITH, New Hampshire

MaNus COONEY, Chief Counsel and Staff Director
BRrRUCE A. COHEN, Minority Chief Counsel

SUBCOMMITTEE ON ANTITRUST, BUSINESS RIGHTS, AND COMPETITION
MIKE DEWINE, Ohio, Chairman

ORRIN G. HATCH, Utah HERBERT KOHL, Wisconsin
ARLEN SPECTER, Pennsylvania ROBERT G. TORRICELLI, New Jersey
STROM THURMOND, South Carolina PATRICK J. LEAHY, Vermont

PETE LEVITAS, Chief Counsel and Staff Director
JON LEIBOWITZ, Minority Chief Counsel and Staff Director

1)



CONTENTS

STATEMENTS OF COMMITTEE MEMBERS

DeWine, Hon. Mike, a U.S. Senator from the State of Ohio ............ccccoevvvveeerenne.
Grassley, Hon. Charles E., a U.S. Senator from the State of Iowa, prepared

SEALEIMENT ..o et e et e eeeee
Kohl, Hon. Herbert, a U.S. Senator from the State of Wisconsin ...
Leahy, Hon. Patrick, a U.S. Senator from the State of Vermont .............
Schumer, Hon. Charles E., a U.S. Senator from the State of New York .
Specter, Hon. Arlen, a U.S. Senator from the State of Pennsylvania ..........
Thurmond, Hon. Strom, a U.S. Senator from the State of South Carolina ........

WITNESSES

Cooper, Mark N., Director of Research, Consumer Federation of America,
Washington, DC .....c..oooiiiiiiiiiiieccee ettt s
Edwards, Hon. John, a U.S. Senator from the State of North Carolina .............
Goodwin, James E., Chairman and Chief Executive Officer, United Airlines,
Chicag0, TLi oottt et et et e be e beenaeas
Helms, Hon. Jesse, a U.S. Senator from the State of North Carolina ................
Johnson, Robert L., Chairman and Chief Executive Officer, DC Air, Wash-
INGEOMN, DIC oottt ettt et ettt abeebeennee
Kahn, Alfred, Emeritus Porfessor of Political Economy, Cornell University,
TERACA, INY oot e e e e et e e e e e r e e e e e e aararaaeeeaan
Neeleman, David, Chief Executive Officer, Jetblue Airways Corporation, New
YOTK, INY oot e et e e e e e e taa e e e e e eeeabaaeeeeeeeenaaaeeeeeeaennes
Santorum, Hon. Rick, a U.S. Senator from the State of Pennsylvania .
Wellstone, Hon. Paul, a U.S. Senator from the State of Minnesota .........
Wolf, Stephen M., Chairman, US Airways Group, Inc., Arlington, VA

QUESTIONS AND ANSWERS

Responses of James E. Goodwin to Questions from:
Senator DEWINE .......cooiiiiiiiiiiieieee ettt et
Senator Grassley ...
Senator Kohl ......
SeNAtOr LEANY .......cooeeviiiiiiieciie ettt e eae e e aneeas
Responses of United/US Airway to Questions from:
Senator Kohl ..o
SENALOr GTaSSIEY ...ccccvveieeiiieiiieceiee ettt e et e e e ta e e e e treeeeaeeeseaaeeeseneens
Responses of Stephen M. Wolf to Questions from:
Senator Leahy .......cooociiiiiiiieiece e
Senator DEWINE .......cccooiiiiieiiiiiiiieeieee ettt st
Responses of Robert Johnson to Questions from:
Senator Kohl .......cccooiiiiiiiiiiiiiicc e
Senator Leahy ....
Senator DEWINE .......cccieiiiiiiieiiieie ettt ettt ettt e be e abe e

SUBMISSIONS FOR THE RECORD

Perkins, Ed, Consumer Advocate for the American Society of Travel Agents,
Inc., prepared statement ...........cccccoeviiiiiiiiieiiiieeee e
Howlett, C.A., Senior Vice President on behalf of America West Airlines,
Inc., prepared Statement ..........coccoecieiiiiiiiiniieieee s

(I1D)

Page

89






AIRLINE COMPETITION IN THE WAKE OF THE
PROPOSED US AIRWAYS/UNITED MERGER

WEDNESDAY, JUNE 14, 2000

U.S. SENATE,
SUBCOMMITTEE ON ANTITRUST, BUSINESS RIGHTS,
AND COMPETITION
COMMITTEE ON THE JUDICIARY,
Washington, DC.

The committee met, pursuant to notice, at 10:09 a.m., in room
SD-226, Dirksen Senate Office Building, Hon. Mike DeWine (chair-
man of the subcommittee) presiding.

Also present: Senators Schumer, Leahy, Thurmond, Kohl, Spec-
ter, and Torricelli.

OPENING STATEMENT OF HON. MIKE DeWINE, A U.S. SENATOR
FROM THE STATE OF OHIO

Senator DEWINE. Good morning. Welcome to the Judiciary Com-
mittee, Subcommittee on Antitrust, Business Rights, and Competi-
tion, for today’s hearing examining the proposed United Airlines/
US Airways merger.

A little over a month ago, this subcommittee held an oversight
hearing on aviation competition, and while we knew it was a time-
ly hearing, I have to admit I did not expect to be examining this
industry again quite so soon, but here we are today. We are here
today again to examine this time the proposed merger between
United and US Airways. This is a merger of enormous importance,
not just on its own terms but because of the impact it may have
on the airline industry as a whole.

In its own right, of course, the deal is very significant. United is
the world’s largest airline and it has offered to pay more than $11
billion for US Airways, the sixth-largest airline in the country. The
merger would add approximately 560 routes to United’s already ex-
tensive system, practically double the number of United’s daily
flights, and give the airline approximately 27 percent of all domes-
tic passenger seats. To put it simply, this largest and strongest of
airlines would be an even larger and stronger competitor in the
world airline market.

This added size would offer certain benefits to some consumers,
some consumers who will have access to a larger network with
greater flight frequency and more convenient travel options. In ad-
dition, the combined airline may extend its network to provide
greater service in certain locations that are currently underserved.

Of course, as with many mergers, the deal poses a number of
competitive problems, as well. United and US Airways currently go
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head to head in a number of markets and at a number of airports,
mostly in the Northeast and Mid-Atlantic area. That head-to-head
competition would end with this merger. This merger would de-
crease competition in those areas. Some have argued that competi-
tion would be significantly decreased on hundreds of routes, includ-
ing some where United and US Airways are currently the only
competitors. For example, in my home State of Ohio, this deal will
eliminate nonstop competition on routes from Dayton and Colum-
bus to Dulles Airport here in Washington.

United and US Airways have attempted to minimize some of the
most obvious problems up front by proposing to spin off a number
of routes, slots, and gates at Reagan National Airport to a new air-
line, which would be called DC Air. This airline would compete
with the newly merged United Airlines and would, at least in the-
ory, limit the anticompetitive impact of this merger in the Wash-
ington, DC., area.

Many within the aviation industry have criticized the DC Air
spinoff. Critics believe that the new airline would be too reliant on
United and US Airways for employees and equipment and thus
would not compete aggressively against United. Some argue that
competition would be better served by allocating the DC Air slots
to other competitors or by having DC Air bid for those slots inde-
pendently. Obviously, the competitive vigor of DC Air is of critical
importance to the United/US Airways merger plan and we intend
to examine this issue carefully today. We have Robert Johnson of
DC Air here with us today and we look forward to discussing these
issues with him.

Although concerns have been raised about the details of the pro-
posed merger, and as mentioned, many people are critical of the
DC Air spinoff, those concerns pale in comparison to the big-picture
implications of this merger. The Justice Department can and will
look at the details of this deal. The Justice Department will exam-
ine the route-by-route details of this merger and should force dives-
titure whenever and wherever appropriate. The Justice Depart-
ment should look carefully at DC Air to decide whether it can be
a legitimate competitive force in the market and should, therefore,
act accordingly.

But the most important element of this deal and the issue that
concerns me the most is the impact this merger will have on the
structure of airline competition in the future. United Airlines is al-
ready the largest airline in the country. Despite its size, however,
the other domestic airlines are currently large enough to compete
with it. American Airlines and Delta, the second and third largest
U.S. airlines, have been able to stay within shouting distance of
United and provide significant competition. Northwest, Conti-
nental, and US Airways are also large enough to provide a competi-
tive alternative for consumers.

But if this deal is approved, the competitive scales would tip dra-
matically in favor of United. US Airways will be eliminated as a
competitor and United will suddenly become much, much bigger
than its closest competitors. In fact, United would be roughly 50
percent larger than its next largest competitor. The United net-
work would effectively cover almost all the domestic market, fur-
ther enhancing its dominance.
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In these circumstances, the other airlines will almost be forced
to react, and the most logical reaction will be more mergers. If this
deal is approved, we are likely to see rapid consolidation within the
industry and could easily see the domestic aviation market shrink
from six major players to three major players in a very short period
of time.

The competitive implications of such dramatic consolidation are
very significant and must be examined as part of our oversight re-
sponsibility. We must examine the impact of such a consolidation
on consumers, on smaller cities, smaller markets, and smaller air-
ports. We need to consider whether such consolidation might lead
to further entrenchment of fortress hubs and whether the remain-
ing airlines would compete with each other vigorously, or as some
fear, merely carve up the market and allow one airline to dominate
each region in the country. We need to consider whether start-up
and smaller airlines would be able to compete in such an economic
environment.

Further, we must consider the impact of such consolidation on
existing hub airports. In Ohio, for example, we have major hubs in
Cleveland and in Cincinnati, and I know that my constituents
worry about whether both hubs will be maintained if other airlines
consolidate. This is an important issue everywhere, because when
hubs close, passengers lose convenient access to flights, and just as
important, lose the hub-to-hub competition that helps to discipline
prices on one-stop flights. Accordingly, we must examine the impli-
cations of possible hub consolidation and determine whether or not
such consolidation will harm consumers.

Of course, the answers to all these questions are, to some extent,
speculative. We cannot know for sure how other airlines will react
to this merger, and we cannot predict with certainty that consolida-
tion will lead to consumer harm. But we can be sure that the pro-
posed merger between United and US Airways will have a lasting
and significant impact on the competitive environment of the U.S.
aviation industry and that we need to examine more than just its
specific effect on individual airline routes. It is critical that policy
makers and the enforcement agencies scrutinize this proposal care-
fully and extensively to ensure that competition is preserved within
the industry and that consumers are protected from the impact of
excessive consolidation.

Now, before I turn to the ranking minority member of this sub-
committee, Senator Kohl, I would like to state just one more thing.
I have been chairing this subcommittee now for approximately 3
years, and during that time we have examined mergers in a wide
range of industries. And almost every time we examine a proposed
merger, I hear the same explanation: My competitors are getting
bigger so I need to get bigger.

I will be very candid. I am worried if this deal goes forward that
soon we will be right back in this room again for another merger
hearing, listening to a different airline executive tell us the same
thing. United is getting bigger so I need to get bigger, as well. The
problem is that bigger airlines mean fewer airlines and that is not
necessarily good for consumers, and if this deal is bad for con-
sumers, then I have a problem with it.
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Accordingly, today, Senator Kohl and I are sending a letter to
Joel Klein of the Antitrust Division asking him to carefully scruti-
nize this deal. We are asking him to scrutinize the deal and to pay
special attention to the impact it may have on future consolidation
in the airline industry.

Now let me turn to the ranking member of the subcommittee,
Senator Kohl.

STATEMENT OF HON. HERBERT KOHL, A U.S. SENATOR FROM
THE STATE OF WISCONSIN

Senator KOHL. Thank you, Mr. Chairman. In the last few years,
our subcommittee has held several hearings on the wave of com-
petition now sweeping many areas of the national economy, includ-
ing, most notably, the telecommunications and media industries.
Now the airline industry looks like it is poised to jump on this
merger bandwagon, and even if United/US Airways does not open
the door to what many predict will be a floodgate of airline merg-
ers, the combination of these two major airlines will clearly create
an aviation giant. The merged carrier will have nearly 1,000 air-
planes making 6,500 daily flights to nearly every city in the United
States and many cities overseas, offering nearly twice as many
flights as its closest competitor, American.

For these reasons, the burden is squarely on you, Mr. Goodwin
and Mr. Wolf, to demonstrate to us on behalf of the American peo-
ple that your deal will enhance competition and not harm con-
sumers, and frankly, I am skeptical that you can.

To be sure, we recognize that this merger has the potential to
benefit travelers by giving them access to the expanded route net-
work to be offered by the combined airline. Nonetheless, it also
raises serious questions that you will need to answer. Will the com-
bined airline’s dominance at key hub cities, such as Charlotte,
Pittsburgh, Philadelphia, Washington/Baltimore, and New York
City, lead to higher fares and reduced service in these markets?
Will the combined company reduce the frequency and quality of
service to many smaller non-hub cities, such as Milwaukee, Buf-
falo, or Burlington?

Perhaps more importantly, is this deal likely to lead to further
consolidation as your competitors decide that they need to merge
to compete with the breadth of your operations? In my opinion, if
we reach the point where we get down to only three major carriers,
then that would be a disaster for consumers, and that is why Sen-
ator DeWine and I have sent a letter today to Joel Klein urging the
Justice Department to consider any further airline consolidations
as part of its evaluation of this deal.

Mr. Goodwin and Mr. Wolf, you have already recognized that
there is one market where the level of concentration caused by this
merger is unacceptably high, Washington/Baltimore, and you have
therefore decided to spin off many of United’s and US Airways’
routes operating out of Washington’s Reagan National Airport to a
new airline, DC Air, to be operated by Robert Johnson.

Now, we all respect the business acumen, skills, and independ-
ence that Mr. Johnson has displayed in building BET into a media
powerhouse. Nonetheless, serious questions have been raised about
the viability of DC Air as an independent competitor. We under-
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stand that it plans to “wet lease” most of its fleet from United and
US Airways. This means that in addition to leasing the actual air-
planes, the pilots, ground crews, and even management personnel
will be United/US Airways employees. In this situation, how will-
ing—and if willing, how able—will DC Air be to aggressively chal-
lenge and undercut United on price or service? We hope you can
address this panel’s doubts on this score.

Several weeks ago, this subcommittee held a hearing regarding
the current state of airline competition. No one knew of this deal
at that time. One of our witnesses, Alfred Kahn, widely regarded
as the father of airline deregulation, pointed out how deregulation
has brought consumers many benefits, and I agree. But he also be-
lieves that for deregulation to work, there must be a sufficient
number of competitive alternatives so that consumers have choice
when it comes to air travel, and I agree here also, because as the
chart accompanying me here today indicates, you typically have
lower prices when you have more competitors.

Fortunately, we have a terrific panel of witnesses here today to
help sort out these issues. We are especially interested to hear if
you three, Mr. Goodwin, Mr. Wolf, and Mr. Johnson, can sustain
your burden to convince us that competitive choices will remain in
air travel even after this merger, and we will give you every oppor-
tunity to make your case and so we look forward to hearing your
views. I thank you, Mr. Chairman.

Senator DEWINE. Senator Kohl, thank you very much.

Let me turn now to Senator Thurmond.

STATEMENT OF HON. STROM THURMOND; A U.S. SENATOR
FROM THE STATE OF SOUTH CAROLINA

Senator THURMOND. Thank you very much, Mr. Chairman. Mr.
Chairman, I am pleased that we are holding this hearing today on
airline competition. United, the world’s largest airline, recently pro-
posed purchasing US Airways for $4.3 billion. The combined com-
pany would control about 27 percent of the U.S. market and be
about 50 percent larger than its next largest competitor.

We must consider whether bigger is better in this case, and the
answer is not clear. It would be easier and more convenient for
travelers to reach more destinations on the combined airline, espe-
cially with United’s focus on the West and US Airways’ focus on
the East.

However, this convenience may also result in higher prices be-
cause of fewer choices and less competition. For example, after the
merger, the combined airline would control about half of the non-
stop daily flights and about half of the flight destinations in the
capital of my State, in Columbia, SC.

Indeed, the most significant question is whether this merger will
lead to a wave of consolidation in the airline industry. It is highly
possible that other airlines will try to merge to keep up with the
largest airline in the world, and we have already heard rumors of
other possible mergers. Widespread consolidation in the airline in-
dustry probably would not be a positive development today. It is
clear that having only a few players in an industry is not in the
best interest of consumers. Robust competition has been the reason
airline prices have historically been low since deregulation. It is
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critical to maintain vigorous competition in our airports, including
smaller cities.

I welcome our witnesses to discuss this merger and its potential
implication on the industry as a whole.

Mr. Chairman, I have another engagement.

Senator DEWINE. Senator, thank you very much.

Senator DEWINE. Senator Leahy.

STATEMENT OF HON. PATRICK J. LEAHY, A U.S. SENATOR
FROM THE STATE OF VERMONT

Senator LEAHY. Thank you, Mr. Chairman. Thank you for calling
this hearing. In fact, I appreciate the hearings that you and Sen-
ator Kohl have had. I also appreciate, if I might say, this would
probably bring about a recall petition by the Republican party in
Ohio, but I also appreciate the evenhanded way both of you have
handled this committee. I think this is a serious one where the
evenhandedness is going to be important.

There seems to be a mega-merger in a different industry almost
every week. Current economic forces are driving rampant consoli-
dation, I understand that, and it should be no surprise to anybody
that the Airline industry is on the bandwagon. But I think if you
have consolidation in this industry, you need some very special at-
tention. Air carriers are an essential part of the national transpor-
tation network. For rural communities, like in my State, they are
a critical element for economic viability. The airline industry also
heavily relies upon an infrastructure paid for by passengers, by
local communities, and by the Federal Government.

Every significant increase in concentration in this industry has
to be carefully examined in terms of competition, accessibility, and,
of course, what most consumers see, air fares. So we are here to
consider the proposed merger of US Airways and United Airlines.

Now, I see, and I know they will be testifying, Jim Goodwin and
Stephen Wolf. Both of these are highly respected CEO’s who run
excellent companies, and the companies will argue that economic
forces require them to merge, and they also argue that they are a
good fit, except for one city, and that one city, though, is the Na-
tion’s capital.

But the merger has important implications in other communities
at the other end of the line. While US Airways and United have
proposed to resolve concerns in the Washington hub market, I have
serious concerns about the effect of the merger on Burlington, VT.
Even with the spinoff of DC Air, United Airlines will control 74
percent of the market share in and out of Burlington. So like on
that millionaire show, at the beginning, you have three lifelines.
Well, in Vermont, we have three or four lifelines out of town, but
this could be taking one of them away. As the host of that show
says, you take away one of the lifelines, you get in a little bit of
trouble. My gut and years of experience, including 25 years of fly-
ing back and forth between Washington and Burlington, tell me
this merger could send us in the wrong direction.

And I am very concerned that Vermonters have to drive to other
States just to get reasonable air fares. I mean, look at this chart.
On this, you can go from—I will take it from Washington, DC. You
can go to cities near Burlington for $88—Albany, Hartford, Man-
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chester—on a 7-day advance. It costs $735 to go to Burlington.
Now, if you want to go a little further, London, you can cut about
$300 off that. It is $419 to London—and that is not New London,
CT, or New London, NH, it is London, England—or $402 to Los
Angeles. So $400 to Los Angeles, $419 to London, or $735 to Bur-
lington, or $88 to places that are just a few miles away.

Now, what I ask is, why does a Vermonter have to travel to New
Hampshire or Connecticut or New York, nice States so that they
are, just to get an affordable flight out of town? I mention Bur-
lington because Burlington is our main hub. We have thousands of
people who fly in and out of there every day, a lot of them business
travelers.

Now, let us see what happens if you merge. Here is what you
have. Here we have Vermont passengers. United Airlines/US Air-
ways does 75 percent of it, and Vermont seats, 76 percent, and
Vermont departures, 72 percent. Now, that shows where there
should be competition because that shows where the demand is.

They are going to end up with a pretty significant market share
here. We have actually seen a gradual increase in the number of
flights, a gradual lowering of prices, and the airlines had been
going in the right direction. In the fall, we are going to have
JetBlue flying in from Kennedy Airport. But I cannot understand
how it could cost less than $735 on a 7-day advance if you take
away one of the airlines. We have J.J. Hamilton and Joe McNeil
from Burlington here today. They need to have these answers.

The employees—I should say this, incidentally. I fly all over the
country. The employees of United Airlines and US Airways there
in Burlington, VT, are the finest people, the nicest people you could
ever have in any airline anywhere in the country, but they ought
to know about it.

I will put the rest of my statement in the record, Mr. Chairman.

Senator DEWINE. It will be made a part of the record.

Senator LEAHY. But I am very concerned about this, as you can
probably tell.

Senator DEWINE. Senator Leahy, thank you very much.

[The prepared statement of Senator Leahy follows:]

PREPARED STATEMENT OF SENATOR PATRICK LEAHY

Mr. Chairman, thank you for calling this hearing on airline competition. There
seems to be a megamerger in a different industry almost every week.

Current economic forces are driving rampant consolidation across-the-board. And
to the surprise of no one, the airline industry is on the bandwagon. But consolida-
tion in this industry deserves special attention. Air carriers are an essential part
of the national transportation network and for rural communities they are a critical
element for economic viability.

The airline industry also heavily relies upon an infrastructure paid for by pas-
sengers, local communities and the federal government. Every significant increase
in concentration in this industry must be carefully examined in terms of competi-
tion, accessibility and, of course, airfares.

We are here this morning to consider the proposed merger of United Airlines and
US Airways. Both are fine companies whose CEOs are highly respected in the air-
line industry. The companies argue that economic forces require them to merge.
They also argue that they are a good fit—except for one city which happens to be
the nation’s capital.

However, this merger has important implications in other communities—at the
other “end of the line.” While US Airways and United have proposed to resolve con-
cerns in the Washington hub market, I have serious concerns about the effect of the
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merger on Burlington, Vermont. Even with the spin off of DC Air, United Airlines
will control 74 percent of the market share in and out of Burlington.

It reminds me of that Millionaire show. At the very beginning you have three life-
lines. Well, in Vermont we have three or four lifelines out of town and with this
merger, we are taking away one of them. As Regis Philbin would tell you, when you
take away lifeline, you are in trouble.

My gut and years of experience tell me that this merger would send us in the
wrong direction. Also, I am sick and tired of the fact that Vermonters have to drive
to other states just to get reasonable air fares.

Just look at the charts. From the Washington area, you can get to cities in states
bordering Vermont for $88 round-trip, just by calling one week in advance. To fly
from Burlington, an back, it would cost é735.

Why should a Vermonter have to travel to New Hampshire or Connecticut or New
York, just to get an affordable flight?

My second chart demonstrates how much market share United, merged with US
Air, will end up with in Burlington, even taking into account DC Air.

In Burlington, we have actually seen a gradual increase in the number of flights
and a gradual lowering of prices. The airlines have been moving in the right direc-
tion there. In the fall, we will have JetBlue flying in from Kennedy airport to intro-
duce more competition in the market. These small steps to get more flights and
more options to Burlington could be cancelled out by a giant leap in the opposite
direction. If it costs $735 to fly from Burlington, round trip, how could it possibly
cost any less if you take one of the airlines away?

I need a sound answer to that question as do J.J. Hamilton, the Director of the
Bltlirlington Airport, and Joe McNeil, the city attorney in Burlington, who are here
today.

United and US Airways want to spin off a new airline, DC Air, that will fly out
of National Airport. Robert Johnson is a great businessman and I wish him the best
in this new endeavor. However, DC Air will find that leasing is expensive and I un-
derstand that the new airline fleet will rely heavily on commuter and regional jets,
which might limit the ability of this airline to become a low-cost carrier.

Frankly for Burlington, Vermont, and other “end point” destinations in the North-
east such as Syracuse and Albany, the spin-off of DC Air is not an answer to solving
the market dominance that United will have in our communities.

Mr. Chairman, I will have a number of questions for all the witnesses for the
record.

Senator DEWINE. Senator Schumer.

STATEMENT OF HON. CHARLES E. SCHUMER, A U.S. SENATOR
FROM THE STATE OF NEW YORK

Senator SCHUMER. Thank you, Mr. Chairman. First, I want to
thank you and Senator Kohl for the courtesy of being here today
as a member of the Judiciary Committee. Also, I agree with Pat
Leahy in the fine way you have both together conducted this com-
mittee.

Let me thank you for holding this hearing on the proposed merg-
er of US Airways and United Airlines. The issue is vital to New
York, which, due to heavy local presence of US Air, will be highly
affected by the proposed merger. The merger represents both an
opportunity and a danger for upstate New York and I intend to
fight to make it an opportunity. I plan to be aggressive in ensuring
that airline competition in upstate New York continues to grow,
not decline, under this or any future merger.

Mr. Chairman, my general view is that in an economy that is
based on free market principles, the government should tread cau-
tiously when its actions, such as disapproving an airline merger,
have a major impact on an industry sector. At the same time, the
hallmark of free markets is competition and a true test of whether
this merger should be approved as is, should be altered, or should
be rejected is whether the result would ensure competition for con-
sumers and businesses.
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For me, the key question is whether such a merger would have
a negative impact on regional air service, particularly in upstate
New York, where US Airways currently dominates the market, and
by most people’s accounts has served them poorly. According to
local airport authorities, US Airways controls 38 percent of the air
market in Albany, 39 in Buffalo, 43 in Rochester, 40 in Syracuse.
United Airlines represents 9 percent in Buffalo, 15 in Rochester, 8
in Syracuse, and 9 in Albany. So a new merged airline would con-
trol 50 percent of the market in each of New York’s major upstate
cities, and in Binghamton, the new airline would control a stag-
gering 90 percent of the market.

These cities are already saddled with some of the highest air-
fares in the country. Today, the average price of a round-trip US
Airways ticket from Washington to Albany costs $430. Buffalo, it
is $342; Syracuse, $398; and $358 to Rochester, and that is nothing
when you compare it to the walk-up fares. The price of a walk-up
round-trip on US Airways from National to both Albany and Buf-
falo is $758; Rochester, $692; Syracuse, $792, and the answer why
is simple, no competition.

When my constituent from New York, Dr. Kahn, developed this
whole plan for deregulation, when it came to the two New York
City airports, to National Airport, and to O’Hare Airport, there was
no competition because there were slots and the airlines have used
the slots as their own personal property and they have not served
the public interest.

So I am concerned that this proposed merger may make a bad
situation even worse in upstate New York. I believe the merger
agreement as currently proposed could lead to even higher fares
and poorer service to the upstate cities like Albany and Buffalo and
Rochester and Syracuse, and smaller cities like Utica, Binghamton,
Elmira, and Jamestown could also face fare increases and reduced
services. Let me give you a couple of examples.

Daily flights from Dulles to Albany would be cut under the merg-
er from 9 to 6; Buffalo, 11 to 8; Rochester, 11 to 7; Syracuse, 9 to
6. And while the number of DC Air flights from National to upstate
would stay the same, I understand that they plan to use 50-seat
regional jets instead of the typical 112-seat or 142-seat jets cur-
rently used by US Air.

Now, I have the highest respect, as my fellow panelists do, for
DC Air’s new CEO, Robert Johnson, who is without dispute a high-
ly successful and public spirited entrepreneur. I look forward to
working with him. But let me say up front that I have been a long-
standing critic of US Airways’ high prices and poor service and I
welcome efforts to do better. But I fear that DC Air may not have
a cost structure that enables it to provide true low-cost service.

The new carrier plans to use regional jets, which can have a
higher per-passenger operating cost than larger jets. The practice
that you mentioned, I think, Mr. Chairman and Senator Kohl, of
wet leasing and other services from outside high-cost carriers can
add additional costs to base operations.

And I share the concerns that many have already voiced about
the specifics of the proposal to grant 222 of US Airways’ extremely
valuable take-off and landing slots from National Airport. These
slots represent as much as a quarter to a third of National’s total



10

slot inventory, and while United is now proposing to sell them, I
believe they are a public asset.

I am sympathetic to the argument that DC Air, AirTran, and
other new entrants and low-cost carriers have made that in order
to compete with the majors of National, they need a critical mass
of slots. I agree that perhaps DOT’s traditional method of doling
out just a few slots at a time to a diverse bunch of small, under-
capitalized carriers, only to see them all fail, may not be the best
way to go. But boy, oh boy, what happens if a year later the new
airline decides to sell their slots, which they can do under the
present agreement, so that someone else might take these slots and
fly to Dallas or Chicago or another city that is well-served with
competition. We would all regret any decision if that happened.

Competition does work. JetBlue, New York’s new low-cost car-
rier, persuaded me and others that they needed a large number of
slots in New York to effectively serve upstate, and they are serving
my good friend Pat Leahy’s city in Vermont, as well, Burlington.
So we fought to convince DOT to grant an unprecedented 75 slots
at Kennedy in return for the carrier’s promise to serve Buffalo,
Rochester, and Syracuse, and JetBlue has delivered on its promise.
It is overwhelmingly successful. It has even forced US Air to lower
some of its prices, which they said their cost structure would not
allow them to do, until JetBlue and good old fashioned American
competition came.

I want to follow that successful model of JetBlue in this merger
and want whatever carrier receives those slots at National, which
are worth their weight in gold, to guarantee they will provide com-
petitive service out of National Airport to Albany, Buffalo, Roch-
ester, and Syracuse.

So in conclusion, Mr. Chairman, I hope that DOJ and DOT will
take this opportunity to look at the broader question of airline com-
petition. I am not at this point opposing this merger. I will oppose
it if the interests of upstate New York are not protected, and thus
far in the agreement, they are not.

Thank you for holding this hearing and I look forward to working
with the committee, the airlines, and the administration during
this important process.

Senator DEWINE. Senator Schumer, thank you very much.

I think we can see the importance of this hearing and the impor-
tance of this proposed merger by the fact that we have four of our
colleagues here today to testify, which is, frankly, over the 30 hear-
ings that Senator Kohl and I have held, we have not had such an
amount of interest from our colleagues and I think it does speak
to the importance of this merger.

Let me start from my left, and we will go from my left to my
right, with the Honorable Jesse Helms. Senator Helms, thank you
very much for joining us.

STATEMENT OF HON. JESSE HELMS, A U.S. SENATOR FROM
THE STATE OF NORTH CAROLINA

Senator HELMS. Mr. Chairman, are you sure you do not want to
use the early bird approach? He was sitting here before I got here.

Senator DEWINE. Well, he was pointing to you, Senator, and said
you should go first.
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Senator WELLSTONE. I always agree with Jesse Helms. [Laugh-
ter.]

Senator HELMS. If anybody believes that, I have a little swamp-
land down in Eastern North Carolina I want to sell you. But he
is a good friend, really. I wish he would do something I could agree
with. [Laughter.]

Senator LEAHY. Jesse, he just did. He yielded to you.

Senator DEWINE. He yielded to you, Senator, so maybe we can
all agree on that.

Senator HELMS. OK. If we struggle long enough, we will, I am
sure. Seriously, Mr. Wellstone, I was teasing and I know you were,
too.

I do not come here pretending to be an expert on rates, what
they should be or what they are not. I have some problem with the
rates from Raleigh-Durham to Washington. When I came to Wash-
ington, you could buy a round-trip for two times $39, or you could
buy a single trip for $39. But you look at the cost of gasoline and
salaries and all the rest now, and I do not propose to be an expert
on operating an airline and I do not come here as such, but I want
to make clear that as one who remembers Tom Davis—I do not
know whether Senator Edwards is old enough to remember or not,
but US Air was once Piedmont Airlines, which was founded in
North Carolina and founded by a great friend of mine, and then it
became US Air and there it went.

Of course, it is good that you examine the impacts that this pro-
posed merger may have within the airline industry, and, of course,
the business community, and more importantly, I suppose, the
traveling public. Now, I have a hunch that it is going to work out
in a positive way because I know the people involved and you folks
either know them or you will know them because you are going to
be dealing with them on various questions that will be raised in
this hearing and otherwise.

It is important that this proposal, of course, be given careful
study at DOJ and DOT. This has been done in many previous
mergers and I think that will always continue.

Now, what I believe the two agencies, Justice and the Depart-
ment of Transportation, will find is that compared to some media
speculation that harm to consumers and competition may result,
this merger is going to prove to be, in large measure, exceedingly
beneficial to the traveling public and the U.S. economy.

Like you, I have had visits with the principals involved and I
have talked with them and we have talked with candor. US Air-
ways is the largest carrier serving North Carolina and one of the
20 top employers in my State. After examining the details made
available to me, I have concluded that this will be beneficial for the
citizens of North Carolina and to the competitive marketplace in
general, but having said that, I congratulate and commend you for
going into this in some detail.

US Airways as now constituted serves Asheville, Fayetteville,
Greensboro, Winston-Salem, Wilmington, and, of course, Senator
Edwards’ and my hometown of Raleigh-Durham. Of course, its
principal operation is its hub in Charlotte.

By the way, I have got to brag a little bit. Charlotte, NC, is now
the second-largest banking center in the United States, and I never
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thought that I would see that day, either, because I used to be the
executive head of the North Carolina Bankers Association and
Wachovia was by far the biggest bank in terms of deposits at that
time. Wachovia is no longer there, but it is still a strong bank.

US Airways, I am told, employs about 10,000 people in North
Carolina with an annual payroll of nearly $700 million and with
expenditures of over $1 billion a year.

As I stated at the outset, I think this is going to prove to be a
positive development, but it is your job to decide whether what I
think is, indeed, a fact. But I believe you are going to find out,
knowing the people who are involved and their wish to operate
above board, I believe you are going to be satisfied with this with
perhaps some adjustments.

I have two or three pages more that I have put together, but hav-
ing chaired a committee for a while around this place, I am going
to ask unanimous consent that the balance of my statement be
printed in the record.

Senator DEWINE. Senator, that will be made a part of the record.

Senator HELMS. I thank you, sir, and I yield to whomever is next.

Senator DEWINE. We appreciate your testimony, Senator Helms,
very much.

[The prepared statement of Senator Helms follows:]

PREPARED STATEMENT OF SENATOR JESSE HELMS

Mr. HELMS. Chairman DeWine, Senator Kohl and other distinguished members
of this sub-committee, thank you for including me to participate in your hearing this
morning regarding the proposed merger of US Airways and United Airlines.

It is good that you will examine the impacts that this proposed merger may have
within the airline industry, business community and more importantly on the trav-
eling public.

I believe that the impact will be a positive one for all concerned.

It is important that this proposal be given careful study by the Department of
Justice and the Department of Transportation. This has been done regarding many
previous mergers.

What I believe the two agencies will find is that, contrary to some media specula-
tion that harm to consumers and competition may result, this merger will be ex-
ceedingly beneficial to the traveling public and the US economy.

Mr. Chairman, US Airways is the largest carrier serving North Carolina, and one
of the top 20 employers in my state. After examining the details made available to
me, I have concluded that this will be very beneficial for the citizens of North Caro-
lina and to the competitive marketplace in general.

US Airways serves Asheville, Fayetteville, Greensboro, Wilmington, Winston-
Salem, and Raleigh-Durham. Of course its principal operation is its hub in Char-
lotte (the second largest banking center in the United States, by the way) offering
nearly 500 daily flights. US Airways employs some 10,000 people in North Carolina
with an annual payroll of nearly $700 million and with expenditures of more than
$1 billion each year.

As I stated at the outset, I consider this proposed merger to be a positive develop-
ment for North Carolina but, obviously the principle concern in a merger of this size
is the possible impact on jobs. I'm gratified that all 40,000 US Airways employees
will be offered comparable positions in the new airline.

Additionally, this merger will help North Carolina’s burgeoning economy grow by
providing more flights to more domestic and worldwide destinations. Having a hub
in Charlotte has indeed helped the Queen City’s growth and the linkage of Charlotte
to United’s global network will positively impact the Carolinas and the rest of the
Southeast.

US Airways has a domestic North-South service structure with some routes to the
Midwest, Rocky Mountains, and West Coast. While I admire the efforts of US Air-
ways to expand to Europe from Charlotte, it is my understanding that US Airways
will in the foreseeable future not see further international expansion. Links with
United’s system will give Charlotte and the Carolinas access to the economic centers
on the West Coast, Europe, and Asia.
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Upon completion of the merger United has plans, I'm told, to offer non-stop or
one-stop service from Charlotte to 249 domestic and international destinations, im-
mediately adding non-stop service to other high technology centers in Seattle and
San Francisco. This will amount to 75 additional destinations over US Airways’
service today—and 186 more than are currently available on United.

Mr. Chairman, the merger of US Airways and United Airlines will bring substan-
tial economic benefits to the communities throughout the Carolinas.

Thank you again, Mr. Chairman, and members of this distinguished committee.

Senator DEWINE. Senator Wellstone.

STATEMENT OF HON. PAUL WELLSTONE, A U.S. SENATOR
FROM THE STATE OF MINNESOTA

Senator WELLSTONE. Thank you, Mr. Chairman and Senator
Kohl, Senator Leahy. I said to Senator Santorum and say to Sen-
ator Edwards, I am going to be very brief and make three quick
points.

I actually do not think—I appreciate the comments of my col-
league, I really do, and I think actually the question is not so much
the individuals. I think we have got some very good people that are
in management positions. But I think, Mr. Chairman, I share your
viewpoint. It has to do with the question of structure, of competi-
tion or lack of competition. I think that is the real question. What
I am worried about are mergers begetting mergers.

I think this hearing today is going to be viewed with a sense of
history. Now, I am not trying to be melodramatic. I mean that very
seriously. I was here testifying on Viacom-CBS and I have been on
the floor. I have probably given too many speeches, Senator Kohl,
about the ways in which conglomerates have muscled their way to
the dinner table in agriculture and have pushed producers out. I
worry about the concentration of power in telecommunications be-
cause that is the question of flow of information in a democracy.
I worried about the Mobil-Exxon merger. I mean, I feel like I have
written enough letters and given enough speeches and talked about
this over and over again for the last couple of years.

But I really do believe, and it is interesting, I said to Senator
Santorum, it is interesting, the number of people that are con-
cerned about this, and I think the thing that unites us is our con-
cern about competition. I mean, I do not think it is a good thing
for this economy or a good thing for this country to have such con-
centrated economic power. This is a free enterprise system. We
want to have some free enterprise in the free enterprise system.
We want to have the competition.

So I think this hearing is part of a larger question, and the rea-
son I think this hearing is going to be viewed with a sense of his-
tory is that I predict over the next couple of years this whole ques-
tion of these mergers and consolidations is going to become a burn-
uhg ifgsue of American politics and a terribly important question for
all of us.

And I think the problem, and I am going to give a Minnesota ex-
ample and that will be my last point, the problem is, and you said
it, Senator DeWine, it is kind of like everybody says, I did not want
to do it but I had to do it in order to compete, and then it happens,
and then somebody else merges and they say, we had to do it to
compete, and the mergers beget the mergers beget the mergers. It
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seems to me that somebody, somewhere, sometime, somehow,
someplace has to say, enough.

Now, if, in fact, the United and US Air deal goes through, we
now have discussions taking place between Northwest Airlines in
Minnesota and American Airlines, and what is the argument they
are making? We are going to have to merge in order to compete.
And people in Minnesota, and I think you hear this from different
Senators representing different people in different States, are say-
ing, what does this mean for our future? Will we still have a hub
airport? The employees say, are we still going to have our jobs?
How is this going to work? The business community says, how is
this going to affect our ability to travel? What are going to be the
consequences for the people of the State of Minnesota?

I am here to say that I think that people in Minnesota under-
stand very well the dangers of these mergers and this consolidation
as it affects our communities, the people in our State, the jobs, you
name it.

So I will take a somewhat different position. I have certainly sent
a letter, and I am so pleased that the two of you have, given your
positions on this committee, to the Justice Department, to Joel
Klein saying, carefully, carefully scrutinize this proposed merger.
But for my own part, I believe that if the Justice Department is
to prevent such a disastrous wave of irreversible consolidation in
the airline industry, I believe it has to move now to block the pro-
posed merger of United and US Airways. I want to be up front
about that. As a Senator from Minnesota, that is the position that
I am taking today in this hearing and I am going to do everything
I can with my voice and with what ability that I have as a Senator
to try to stop this merger from taking place. Thank you.

Senator DEWINE. Senator Wellstone, thank you very much.

Senator SANTORUM, thank you for joining us.

STATEMENT OF HON. RICK SANTORUM, A U.S. SENATOR FROM
THE STATE OF PENNSYLVANIA

Senator SANTORUM. Thank you, Mr. Chairman. I want to first
thank you for having this hearing and I want to share Senator
Helms’ comments that it is your responsibility to take a look at this
and I am certainly glad that you are. I am going to take a look at
this. I am not an expert in antitrust. I am somewhat of an expert
on Pennsylvania, so I am going to take a look at it from the aspect
of how this affects Pennsylvania. Frankly, I see a lot of pluses. I
see some potential downsides and I just wanted to share those with
you.

Number one, we have 17,000 US Airways employees in Pennsyl-
vania. I think that may be the largest concentration of any State
of US Airways employees. We have two hubs, both Philadelphia
and Pittsburgh. So there probably is not a State that is going to
be more impacted by this than the Commonwealth of Pennsylvania.
So I do have some concerns about that.

Having said that, we have had US Airways be the dominant car-
rier in Pennsylvania for quite some time now. US Airways has had
its troubled past. I mean, there has been some financial difficulty
in the past and it has always been sort of a concern of those of us
in Pennsylvania as to the future of US Airways from an economic
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standpoint as well as the employees’ concern about the long-term
future of US Airways.

The fact of the matter is that with United now acquiring US Air-
ways, that, I think, increases the stability, at least from our per-
spective, of the air carrier in Pennsylvania serving the market, and
certainly I know in talking to many of the employees, they are ac-
tually pretty pleased about the fact that now they feel like they are
with a carrier that is going to be there for the long haul, and with
the guarantees of employment that have been made, I think a lot
of the employees in my State are very happy with that.

With respect to service and fares, Pennsylvania has been a State
that has been subject to having a dominant carrier and two hubs,
which means relatively high fares. The exchange of that is we have
a lot of good service. We have great service out of Pittsburgh for
the size of the city. Philadelphia has good service, frankly should
have better service given the size of the city, and one of the prom-
ises that have been made in this merger is, in fact, to expand dra-
matically, particularly internationally, the service out of Philadel-
phia, which I think will be beneficial to our region and also expand
cargo.

From a point of view of a user, setting aside fare, and I just
make comments for the committee and I heard Senator Schumer
talk about fares, our fares are already high. We already have, in
a sense, very limited competition within Pennsylvania already, and
so I do not see this merger really fundamentally changing that. I
look at it as, are there any pluses added to it, and from what I
have seen is a discussion of an expansion of service in Philadelphia
and Pittsburgh, particularly the overseas service, which in Pitts-
burgh is something we desperately need and want.

So I see this as, again, a lot of potential upsides with respect to
service and, frankly, very limited downside given the history of al-
ready having high fares and a dominant carrier in the Common-
wealth, I do not see much difference here with respect to that pric-
ing structure and the competition in the Commonwealth.

The biggest concern, frankly, I have is not an economic concern
but it is the major concern I have and that is the impact on several
thousand people at a maintenance shop in Pittsburgh and at a res-
ervations and training facility in Pittsburgh, and I have talked to
both of the CEQ’s about that. That is my number one concern
about this, as to whether there will continue to be a maintenance
facility in Pittsburgh. I am making no bones about it that that is
the principal concern I have and want to make sure that that con-
cern is communicated as to the impact on jobs in Southwestern
Pennsylvania.

So from your standpoint, obviously, that is not a concern. But
from my standpoint, that is the major concern I have and certainly
will be a factor in the long term, whether I support this measure
or not. Thank you, Mr. Chairman.

Senator DEWINE. Senator Santorum, thank you very much for
your statement.

Senator SANTORUM. I have a statement for the record, if I can
just put that in.

Senator DEWINE. Your statement will, Senator Santorum, be
made a part of the record, and all written statements that we have
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received will, of course, be made, without objection, a part of the
record.
[The prepared statement of Senator Santorum follows:]

PREPARED STATEMENT OF SENATOR RICK SANTORUM

Thank you Chairman DeWine. I appreciate the opportunity to provide testimony
today on the proposed merger of United Airlines and US Airways. As you know, my
particular interest in this issue lies in the 17,000 Pennsylvanians employed by US
Airways and the presence of two of the airline’s hubs in Pennsylvania.

I understand that the Subcommittee’s task today is to examine the effects of this
proposed merger on airline competition, and this issue does concern me. US Airways
is the dominant carrrier in Pennsylvania, with hubs in both Philadelphia and Pitts-
burgh, and United is currently a major competitor within the state. In fact, the two
airlines account for more than 65 percent of traffic in and out of Philadelphia and
more than 75 percent of traffic in and out of Pittsburgh. While I am pleased with
the potential for increased access for Pennsylvania passengers and freight shippers
to Asia, Central America, the Carribean, and Europe, I have made Mr. Goodwin and
Mr. Wolf aware of my concerns with regard to competition and pricing. I look for-
ward to reviewing their plans to address these issues, as well as others raised dur-
ing this hearing.

However, Mr. Chairman, my major concern surrounding this proposed merger is
the possible adverse effect on the thousands of Pennsylvanians who are currently
employed by US Airways, and the possibility that these jobs could leave Pennsyl-
vania. For instance, there are 2,270 maintenance workers at Pittsburgh Inter-
national Airport, one of the finest airports in the world. It is my understanding that
United recently invested millions of dollrs in a new maintenance facility in Indian-
apolis, which still needs a few thousand qualified mechanics. I would like to know
before this merger is approved whether they intend to move any of my constituents’
jobs or the extent to which any positions may be eliminated in Pennsylvania.

Further, I have been contacted by many constituents and local government offi-
cials about the impact this merger may have upon the US Airways training compo-
nent based in Pittsburgh. This facility employs more than 500 workers and has an
estimated annual economic impact of $80 million on the local economy. Before this
merger is approved, I would like to know whether the training component and its
employees will remain in Pittsburgh.

Finally, because of Philadelphia and Pittsburgh’s status as hubs, there are thou-
sands of US Airways’ flight attendants and pilots who make Pennsylvania home.
Before this merger is approved, I would like to be assured that Philadelphia and
Pittsburgh maintain their hub status in the new airline.

As you can see, my constituents and I have a major interest in this proposal. We
have many questions that need to be answered before we sign off on this deal. I
again thank the Subcommittee for the opportunity to testify and look forward to the
public debate that lies ahead.

Senator DEWINE. Senator Edwards, thanks for joining us.

STATEMENT OF HON. JOHN EDWARDS, A U.S. SENATOR FROM
THE STATE OF NORTH CAROLINA

Senator EDWARDS. Thank you, Mr. Chairman, and Senators Kohl
and Specter. Thank you for allowing me to be with you today.

Senator Helms made reference to this a few minutes ago. Obvi-
ously, US Air is a major employer in our State, employing, I think
Senator Helms pointed out, almost 10,000 people in the State, al-
most 8,000 people in the Charlotte area alone. So this merger is
actually critically important to the people of our State. The Char-
lotte hub is one of the major hubs for US Air. I think there are 494
daﬂ)l;l flights out of Charlotte and 3,400 flights out of Charlotte
weekly.

The merger comes at a time when there is increased concern
among people who fly to the Charlotte hub about competition, price
competition, or the lack thereof in the Charlotte marketplace. I
have heard some of the other examples that have been given today.



17

Let me give just a couple of examples that apply specifically to
Charlotte.

We found a flight, it is on July 4, upcoming July 4, originating
in Washington, DC, going to Charlotte, then going to New Orleans.
If you get on that airplane in Washington, DC, and fly to New Or-
leans, the cost of the flight is $220. If you get on the same airplane
in Charlotte, in other words, roughly halfway through the flight,
you pay $982. So if you are on the flight in Washington, it is $220.
éf you get on the flight midway in Charlotte to New Orleans, it is

982.

Senator DEWINE. So you are better off going to Washington first
and then starting over.

Senator EDWARDS. You are a lot better off. It is a lot cheaper,
anyhow. When I talked to the two CEQO’s of the merging airlines,
first of all, I have to say they were very open and very candid in
all their conversations with me. It was a very helpful meeting. But
I asked the question, how can this happen, and the answer was,
well, probably because there is a Southwestern flight out of Wash-
ington, DC, going to New Orleans. I think that makes the point.
I mean, this whole issue revolves around the question of competi-
tion.

Let me give just one other example, a flight from Washington,
DC, to Miami, stopping in Charlotte. Yesterday, the fare was $562
if you flew out of Washington. If you do exactly the same thing, get
on the airplane in Charlotte instead of Washington, DC, the fare
is $862, $300 more getting on the flight midway.

These are two examples. There are lots of examples that we
have, and Mr. Chairman, I will provide copies of those examples
and ask that they be made a part of the record.

Senator DEWINE. They will be, without objection, made a part of
the record.

[The information of Senator Edwards was not available at
presstime.]

Senator EDWARDS. The reality is that in many cases, North Caro-
lina travelers flying out of the Charlotte hub pay as much as 4
times as much as travelers who are flying from other US Airways
terminals to identical destinations. This is the direct result of a
lack of price competition in the Charlotte marketplace, and without
some increase in that competition, these prices are not going to go
down.

There is a second concern that we have which this merger might
affect, which are restrictive airport practices. In my State, the
Charlotte-Douglas International Airport has 48 jet gates and US
Airways leases 38 of the 48. In other words, there are only 10 that
they do not lease.

In order for an air carrier to compete in that airport, in that
market, it has to have access to all the airport facilities—gates,
baggage carousels, and ticket counters. The smaller carriers and
the new market entrants have expressed strong discontent about
the particular airport practices that are being used there, such as
exclusive use gate lease agreements and provisions that require
that a majority of the airlines at an airport approve any new cap-
ital expenditure for which they will be charged. Obviously, these
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kinds of practices have a direct effect on restricting a small or new
carrier’s ability to compete with established dominant carriers.

In Charlotte, the leases last until the year 2016. In many air-
ports, the leases can last more than 20 years, and these sorts of
deals make it extremely difficult for small airlines to compete with
the larger more established airlines, and many times the gates are
only available at a higher cost or at a disadvantageous time.

So my principal concern with this proposed merger has to do
with price competition and the potential negative impact this could
have on competition in general.

I do want to say a couple of positive things about the merger be-
cause in my meeting with the CEQO’s of the two companies, I ex-
pressed my concern about employees in North Carolina and in the
Charlotte market, particularly. They have assured me that they
have a contractual responsibility to not lay off any of those non-
managerial employees for a period of 2 years. I think they have
made a public commitment that, essentially, they have no plan to
lay anyone off, and I take them at their word. I believe what they
say and that does help address some of the concerns I have about
folks in North Carolina who are employed by US Air.

The reality is that there is a real potential in North Carolina for
the Charlotte hub to grow as a result of this merger and as a result
of access to destinations we presently do not have access to, and
that can have an enormously positive economic benefit to not only
Charlotte but to all of North Carolina. So we know that there is
real potential here for spurred economic development in Charlotte
and all of the State of North Carolina.

I think actually the airlines have done another good thing which
I have not heard mentioned today, which is they have agreed to
freeze their three major structural rates for a period of 2 years, and
as I understand it, all the rates basically flow off those structural
rates, and I think that is a good thing. It is a positive thing. It is
something they did voluntarily and I think it is something they
should be commended for.

But the