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I know, of course, that the merger didn’t come off. I wondered, though, if you could walk me through what happened from United’s point of view?

“It’s not that we ever became uninterested. Rather we reached the conclusion that the Justice Department would never allow this to go forward without a challenge. We were objective and we read the signals that we got. And our legal team didn’t think it could convince Justice to let this go forward. It believed that a merger would be the economic detriment of the public. So we came to the realization that it wasn’t going to pass.”

In looking through my clip file I noticed in a Wall Street Journal article about your decision to not go forward that it cited industry analysts saying that the underlying reasons were economic: that United came to believe it wouldn’t work financially for the company.
“I don’t think so. The economy did change; it changed dramatically. In the long time it took to get Justice to issue its opinion [there was all this change in the economy]. From the company’s perspective, the whole purpose was to grow the company; we wanted to grow for the future. We were especially interested in growing in the Northeast where we don’t have much presence. It was never thought of as a merger that would help us in the short-run. It was always seen as something for the long run.” 

When we talked 18 months ago and I asked you to give me the argument you were using you gave this wonderfully evocative answer about how improvements in service and you gave this example of getting on a plane in Bangor and getting off in Tokyo and have your baggage show up. “Seamless travel” you called it. Did it become difficult for you when then had to go up to Capitol Hill after United withdrew?
Yes, it was difficult. We still believed that the merger would improve service [so that wasn’t the problem]. We thought it was a pro-consumer merger. We saw this as a chance to make United the preferred carrier for business travel all around the world. To be honest I think the people on Capitol Hill had been reading the signals from the Justice Department and they assumed the merger was dead before we made our announcement. But where it was difficult was in the regions where we were going to improve things. Particularly Pennsylvania. Particularly western Pennsylvania. Pittsburgh. Pittsburgh had pinned its hopes on this. It was a hotbed of support for this. We did catch some heat from people there who we worked closely with who were upset we didn’t work longer to make this happen. I don’t say “worked harder” because we worked awfully hard to make this happen. 

But at some point it became clear that this wasn’t going to happen. Clearly, after Justice came out and issued, I don’t know what you call it. An opinion? I didn’t realize that there was a formal document. Yes. I don’t remember exactly what they called it. I was on my way to North Carolina around July 4th when it happened. Anyway when they issued their opinion and said they would sue to block the merger and gave their reasons why [that was the end for us]. It was joined by a number of state Attorney Generals. But [the document] tore us apart. It left doubt.”

I remember that when we talked that you were just at the beginning of forming a coalition of mayors and governors from states like Pennsylvania and North Carolina that were US Air hubs. It didn’t even have a name yet. Was it difficult for you to extricate yourself from that?
“We had done a lot of work under our own name. The coalition, the global air service coalition, to be honest, I think it’s still up and running. It was never to be a single issue coalition. They were a help to us. But they’ve weighed in on other things. They’ve worked on small community air service.”

I wanted to ask you about the future of U.S. Air. I know they can survive in the short run with the government loan guarantees, but is it likely that it’s going to be broken up in the future? And, if so, is United interested in a piece of US Air?
“I just read that U.S. Air feels that it doesn’t need to make use of the federal loan guarantees. It believes it can make it on its own. But there’s a lot of uncertainty. It’s not clear what carriers are going to survive. There could be other mergers, whether they’re forced by bankruptcy or are consensual. When Congress passed the Airline Stabilization Act [in the wake of Sept. 11th] it directed OMB to issue regulations to specify the mechanisms for determining the loans. OMB has issued those regulations and as part of them, it said there should be more consolidation in the industry. So carriers may be coming to the government with mergers. When we were promoting the United-US Air merger, the question we had to address was whether airline consolidation was a good thing. [And we had a difficult time convincing government that it was a good thing]. And now you have OMB coming out and saying that consolidation is a good thing. It caught us in the industry by surprise. 

Now there are others who may see a piece of US Air in their future. But right now we’re focusing on recovering from the downturn in the industry and from the aftermath of September 11th.”

Is there anything else; something I should be asking? 
“The broader question is one about consolidation. This is a cyclical industry. Right now we’re in a downturn. But the longer-term question is whether there’s too much capacity. Whether the industry can sustain itself [in its present form]. Is there going to be long-term decrease in demand. That’s a hot policy question right now. American got TWA because TWA was failing. There’s going to be a lot more accommodations where failing carriers can’t go on. They should consolidate. So then we’ll face the questions, like we did with our merger, about competition.”

I don’t remember 

