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- Airline merger would increase prices, reduce flights

A he Arizona Republic edi-
torial board criticizes my
antitrust action to stop

the merger of US Airways and

American Airlines (“Pubiic in-

terest ignored,” Opinions,

Wednesday).

I love our hometown airline,
and Iuseit whenever I have that
choice. But this merger would
result in four airlines dominat-
ing 87 percent of the domestic
market, and it would inevitably
result in higher fares and lesser
service. More routes would be
monopolized by just one carrier.

The editorial board says this
action constitutes “a govern-
ment that presumes to know
more about market forces than
the market does.” In general, it
is my philosophy that the econo-
my does best when the govern-

ment does not
interfere with
the
But antitrust
is an excep-
tion. And en-
forcing anti-
trust laws is
Imy responsi-

MY TURN bitity,
TOM HORNE In “The
Wealth of Na-

tions,” Adam Smith argued that
governmental prevention of
monopoly power was absolutely
necessary for a successful free-
enterprise  system. Smith
wrote: “The monopolists, by
keeping the market constantly
under stocked, by never fully
supplying the effectual de-
mand, sell their commodities
much above the natural price.”

market.

. functioning

The law of supply and de-
mand is an unchangeable law of
nature, like the law of gravity.
Just as I know if I jumnp out the
window I will go down and not
up, I know equally that when
there are more suppliers, prices
go down and service goes up as
they compete to get my busi-
ness. This is not just theory. It
has been observed many times
throughout history. When Rus-

~sia abandoned communism, it

deregulated prices before es-
tablishing competition. Prices
went through the stratosphere.
It was a disaster. Competition is
absolutely necessary to a well-
free-enterprise
system.

As the number of airline car-

riers decreased in recent years,
we've all seen fares go up, and

new fees imposed for baggage,
desirable seats, etc. Qur com-
plaint quotes one of the airline
presidents as reporting that
consolidation {mergers that re-
duce the number of airlines) has
enabled the airlines to raise
prices. , .

The -airlines have written
that increased consolidation en-
ables them to exercise “capaci-
ty discipline.” This means few-
er flights. In addition to higher
prices, passengers will have
fewer flight options to their des-
tinations. These results have
been observed asaresult of pre-
vious mergers in the airline in-
dustry. _

American Airlines is exiting
bankruptey with $6 billion in
revenue in its last quarterly re-
port. Its plan was to expand do-

mestically and internationally,
adding service on nearly 115
new routes. For US Airways,
this plan would disrupt the in-
dustry “capacity discipline mo-
mentum” (i.e., reducing flights
and driving up prices). This
mmerger, if approved, would en-
able it to squelch that expanded
competition.

Less competition means few-
er choices, less service and
higher prices. It is a law of na-
ture. :

Tom Horne is Arizona attorney
general. He, attorneys general
from five other states and the
District of Columbia and the U.S.
Department of Justice filed an
antitrust lawsuit last week to
block the merger of US Airways
and .ﬁs@lnna Airlines.
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