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WASHINGTON 

ALAN GREENSPAN, CHAIRMAN 

PAUL W. MAcAVOY 

BURTON G. r-<lALKIEL October 31, 1975 

MEMORANDUM FOR: PHIL BUCHEN 
Counsel to the President 

FROM: Paul W. MacAvoy ({ CA-SL. ~~ 

Three weeks have passed since the Aviation Act of 1975 
was announced. Since the announcement, this regulatory 
reform initiative has received substantial editorial 
support. 

The Aviation Act was the lead news story -- and 
favorably reported -- on both CBS and ABC Evening News 
on the day of announcement. NBC also gave it full 
coverage. 

Editorials from the following publications are 
attached at Tab A. 

Baltimore Sun 
Chicago Tribune 
Dallas Morning News 
Denver Post 
National Journal 
New York News 
New York Times 
Philadelphia Inquirer 
Rocky Mountain News 
Washington Post 
Washington Star 

You also might be interested in the following items: 

Coverage by The Economist at Tab B. 
Wall Street Journal analysis of the stock market effect 

at Tab C. 
Perceptive column by George F. Will at Tab D. 

Attachments 
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ly its reg1!lat!olt of the_: a1rl!~ )L'dustry, : :per 'C"'.Jlt. .ove~ · the.:·san::e pe_~c<L -~ ; 
but ~- airlines .don't. want : ~y .part of prediction may ·be. o~erly .optim_istk--€5". 
it. D:'.s r:?L'!ing ne\V: for .:t.?e~ floye~nn:~nt :·· ·peci~~ si.I)ce _it o_verl_~ .riili~(C.o:::t_s:·~· 
and · ou5mess to : ·b€ · at·' cac.s;: but · tt's . • But R 15 -safe to- predict ·t.t2t fares will . 
di=-{Jl.:i:ting to find business,- which often . be;iower' tlran they otl:ierwiSa .would be~ 
romplains af tOO mu~ government inter-:-'< ~ 'and· this is the mosl promising. part ~ . 

. . fe~nce;_ :z:o": - comyl~._!!g_:, ~a~ there . __ t~.e propbsa! for . cCI?--umers, ~ny . ?f\ 
, .. Inr-"~ ncL n-: enougn oLrc-':1':-,;,~ "''' '. -,.:; ,-.,.,wa?.f!l. o/~~-..:r~allz_PAC~ ~t 9~th:e ~'-~ 

.. --. ·:· .. ~.~ -·.-\5 po-t. ox :a.. broader program .to ,re.:·· · ·travel"markeE ·except" for·g!J!Ulllck ·cut-" . 
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. · ·. · ·- :: .. ·-.: · tic~ . tl::e ·Ford." -admini.>t12tion._ proposes:·' . . · · The airlines contend the· _Ford proposaL, 
. . .,-· . .-:\.'-to reduce Ci~il ·Aeronautics Board con- "woulct;"tear apirt .a nati6nahwtraris-i 
·./ · ·' · trol ove-r llie··airli:1es;:.givii'..g the carrier_s · P.Ortation, system recognized as ~e Jin-·.= .. 
. . . more fle:ribilityt."in''~making.; i:oute :· and!-·' ~ est'il;l the- worid'," ancr'wowd '.'cause-a . 

'pricizg c~isions .: m:~.·ope~n~.~th~- b~i~ :, -: major~educti~rr .o~ e1irn>nation of -sc~~E', 
.. ness to more~o!'ll~wtion.·_~?'-~:~ ?;-!::;;·:: ·;·· ·_ul_e<,! .. arr~·~V!ce : lO_- Glai!y comrnllP.!,.e~· 
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. : .. should -,;e!corne--taki..'1g . business. deer---: costs' tO coilsun:iers." ~ ·.. . . . .·>· . ... ~ 
· . sions out of the.: bands: oE bureaucrats\ : We. doubt. the airfute industry wouJd!dne.:~ 
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..,.,. ~ater rreedom to setect . tnerr-- -routes :~; than. frur~ .?ll"liries, or.eveo·by ·Amtrak's · 
aja greater_ ~eedotn to: ~'::>ar:don. _Ufp~o_f~-.-\~~-~ry_ic~,: smc:e-mOOt~ p.-~ mar~:L.i 
tzrue ones. ·, .·: . ,._ --- :..·~ .. · . -· -- · : ' .. :-":-·,:: .. flisms are .. fqr dist.m~ o~~'!l(} m_ore, tn-,. •. i 

!1j:e · urooosal also- would reduce tne.:: ~ a· fE-;.; hllad.red ~i!es..: _.,:;;;:._: --~:.:.;.~ .. :. : __ '--=.:··~--~ 
C~'s curious .role Gi 'pror::ot<:r ai well ~ . OL'. CClL.""S~,_ tb::::e :· is - fu.e ~·~ai_ ·cang~l 
~g'llator of airline :><!l"Vice; · z: drial :i~; ~ited by Edward Caiison; ' chaTrman ·of! 
r.:i~~be.;riead&rr]ob =it bas:= held s~i~e · ~ Uni~ _.A.irlines, th~~ - the ~lines . could'·~ 

. tl:~pCustry's. toddler days of tl:e 1930s'~ ~~--wind up ha!f free . and half _ regulated, ! 
:!he Presice!l.t said his plan woul'd ''T_e~ _·,. "~~g,_ the advantages of eit.l-:!er and 1 
p~e tb.e _pr~ent promotional a.'ld' pro- ~- retai.lllng. the disc.d·:antages of both.!' · 'i 
teeonist' r·egubtOcy . system with cr.S .. •,:. · That's why Congress 'Should be carefu1 !· 

!. -. - .... 
whlch ser;es tbe need.>. of . the publjc by--- -.net to do anythl;1g which would-have t.ne..i 
aU ewing ~e .uaturauy~com;Jetitive na- ~- eliect' o{. lwering air f.,_res -withGut _giv; I 
tu;:;s Gt tt.e icdu .. c~t:r"J to operate." . fig the. -·a1rL:::es grt!~~er fleXibility irJ i 

.· . ,. 
-..... . ·,.. -. 

T:::~ z:2:r ·'i>ord there is "prctettiopJst.,. ma..tdilg business decisiet:s. ~.J:d . the pub- ; 
,),1:~ugl:: reg>.:lation oi <:n kdustry is :lie. should. · not ~"f~ct insbr.t bargain! 
i:ici?ed in th€ory to protect tha inter-. · (;:!I'es. It will t~e a while f?r an indus-: •· 
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r~i·ie airli.-:e comceti~ion l"ott!d rec!:ce should be S€r:ed welLl;d e:fo~~ to. r;::-! · 
fa:.~ 1;) to ~0 per· cer2t o•·er fi• e years '. duce regulation should continue. .-· · ;· 
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b"y Louis ,\.i_ Kol-:lmeier 
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A W2.s:-tington attorne:, "ell pr:!cticed in avtatto:l !a-.• 
and in t!ie politics of aidlr:c regulation. summc::C L;J ir; 
a word his reaction to P•~sid cnt Ford's airli:1c: dere~ui2.­
tion p<opv-.al: "Balone:-: .. 

The attO<i1ey, a fc•:ner Civil Aero::a t:tics S _ -'rd 
(CAB) offici2.L then add:!d, ''I've seen so many ref or:n 
proposals go down the drain. They shake up too ;n:.JCJ 

~~pcs:\.iv n. The aidines .. the unions, the m:J.yors~ t!":c: 
!:;a<Jks. All that opposition is still out there and ford's 
pro?osal wiil go down th-:: drain too." 

The opposition unque:;tionably stili is out the re. and 
any long-time resident of Washi:1gton tends rv be 
s~eptical, if not cynical, c.bout regul:!tory reform. !\eJr- . 
ly two decades ago. a :;oo-page House Ldicia:y Cern-' 
mittee report urged ··competition to the maximun ex­
tent practicable"_ in aviation. The proposal nas been re­
peated in many reports and _ studies, but..alv,·ays we:1t 
down the drain. 

Nevertheless, times : have changed and, skeptics not­
: withst:!nding. it seems quite possible that .airline deregu­

. :Jation's time finally h:!S come. 
:. -- UDder attack: Airline rezulation is· on the defensi,·e as 
~ {never. before. Ford has packaged deregulation as con­
. ,_ sumer . legislation, and Cor.gress, a House Democrat 

says, also "would like to see air fares come down, par­
ticularly in an election year." . Hearings will be held i.r1 
the Senate and House early in 1976, and some 1\km­
bers of Cor:gress who oversee the CAB believe that leg­
islation may~ enacted i:~ 1976. 

-,- · Ford's proposal "to provide consumers better air 
~ t:ransportatio:i s~rvices ar lo·,·er cost by increasing re:1l 
---- competition in the airlir.e industry" c::.\ls for changes 

that, in light of CAB historv, are indeed drastic. 
:'·~:-~:: Under -CAB regulation, -no_ new . a!:-b~ h:.>.s ~en au­

thorized for the last ..10 )ears to compc:-~ with the tr'" 'lk­
lines; Ford would let supplemental airlines and new air­

' lines com;Y!te with tru:-~klines ·and let trun:..:lines com-
. pete more among themselves by expanding existing 
routes without CAB approval. Under the CAB, trunk­
line competition has -been diminished th:ough mergers; 
under Ford's proposal, mergers no longer ·.,.auld be im- ­
munized by the CAB against antitrust attack. 

. The airline:;' Air. Transport Association of Arr.eric::! 
(AT A) immediately charged that competition would in­
crease costs, reduce profits, raise fares and end in chaos. 
"It would adversely affect millions of passengers. 
thousands of busine:;ses in hundreds of commur.i• ~es , 
the reliable transport:!tion of mail, Lhe welfare of 
300,000 employees, millions of sjareholders, investors 
holding billions of dollars of airline debt, aircrz.ft manu­
facturers and suppliers, and will end anger the financial 
integrity of the · nation's airport system." the AT A 
2sserted. _- • - · 

One union, the Air Line Pilots Association I nterna­
t OR tiona!, ::.!ready opposes Ford's plan. The ATA predicts 

• IJ ( t ~t dere2uiation would reduce or d!min:!.le service on 
~ re th;n halt the n::!tion's 3.100 no:~-stop airliilc:: 
rpu~es . Therefor:::, many mayors proba~l:1 will resist, 
c~ring deteriorati<l n of aidine service and impairr.1cnt 
f :;irport construction bond.> . . -
The White J-! ,J:Jse is not igr.oring the opp~1sit:on. Ford 

proposes gr2.d,~al deregulation to rr.i,:ir:Ii;:e dtsi!J;:'iion. 
He also ';Jroposc:s fct:l::~:il, state or lo-:2.1 sfibicii-:s. Oli 

som-:: :-ou tes that other\\ ise \> ould be abar.do:oed. :\either 

,..--..,_ i . 
uerPgutat~on 

will Cong ress ignore the:: u ;J;J?·Jsicio:-!, pa<ticL:!~rly fror;"I 
mayors. 

Fundamc:::ta!!y. ho,;.:::ver, Ford is argt:i:~g that c~..-m­

petition wlH ':-e b~acr for consl!~e;-s, citits a~d the :.:::-­
li:::: ind'-!str:· il;df. if not for zll e~i stiwg aidi:-:es. P:...:~­
aged as cor.sumt!:r legislation, deregulation m~y \...C:Il ~ 
more ::.tt~::!ctive to m:!)- O~s :!5 well as 10 Members of 
Congress. 
Ti..-ne for cl-.:tnge: The~e is, ho·,.·ever: -~ -more. immediate­
reason ~~·hy Ce;"e;l1lation~s time may finaUy have co:rc. 
The CAB, c:.!:-::Jg the: ~ixon ?-.dministration. tilted pre­
cariously in fa ·.-or of the airiines ar.d against consumcrs. 
and brought u;JOn it5elf th<= ire o; Ford ~,d of rna~: 
!\1embers of (..)n£re:-.S. .. · 

The CAB-s ;.ro-ubles can be t~acro through a serie-s of 
even!.s as arcane as Watergate. Su;ne airlines made il­
legz.l ~i..'(0:-1 campaign contributions and provided jobs 
for 1-<ixo:-~ ::.ides who left the: White · House. Nixon 
r;J.;ned Robert D. Timm as C.-1.B chairr.tan and the 
CAB raised fares, restricted charter flights, eliminated 
new route 2.'-"ards and approved :;.nti--cornpetitive: a ir-

~ line agre!!ments_ Timm v.·as \.ht: recipient of extraordi­
.. nary airline hospitality in Florida, Bermuda and Europe . 

Timm's res!rico.ivc air dta;-ter_ policies incurred the 
wr:!th of Sen. Howard W. Cannon, D-Ne-;.; chairman · 
of the Senate: Commerce Subcommittee o.n ·Aviation. 
Timm's irrdusu-y tilt prompted an investigation by the 
Senate Judicia;:' Subcomr.:inee or. Ad.mir.is~rative Prac­
tice and Procedure, headed by Se:-L Edward M. Ke::-~­
nedy, D--Mass .. and Ke:~:-:edy has emerged as the S.::n­
a:e·s most vocal proponent of airline deregulation. 

On the Ho:Jse side. Timrn ,;,:as i<Jv::stigatc::d by Rep. 
Harley 0. St:J.ggers, D-W_ Va., chairman of the Inter­
staLe and For::ign Commerce Commiaee. Rep. Joh;1 E. 
Moss, D-Calir . . and a grou? of 25 House Me::-~0-::rs re­
peatedly . pet~tioned the CAB in opposition to fare-
1ncreases . 
. "l .think you'll see action on airline deregulatic:t." a 

_ Senate staff member says, .. becau~ people in the Sen­
ate and Hou~ have been unhappy with the CAB for 
five yea.-s." Cannon's subcomminee promises ··eariy 
l:earings and extensive analysis" o f Ford'.; proposaL 

The opposition that the airlines iace in Con~:ess and 
from the \Vhite House is perhaps not so shaneril!g, 
however. as the airl ines' loss of the CAB. Under orci­
nary circumsta;"Jces. the CAB co!.!ld be cxp-::cted to ie:.Jd 
the fi;ht a;:.i::st airline deregulation. much as the ln­
:erstate Corr::71erce Commissi':l:: is !eac:ne the r;::;;._ 
ac:::.inst Ford's proposal for rdroad dere::ulation. Cn­
d~r ex i~:i::g circumstances. the CAB is w~rse than use­
less to the ai.riines. _ 

Since Fo rd ea r!y this year re;:;la.:ed Tims with Joh:1 
E. Robson, t:-te CAB has done an about-f2ce, OO<:Olin~ 
routes to new trunk line competi~ion . liber:;!i.zi:-~e ~ha~rc:~ 
policies and disapproving fare increases. Or.i~ Tir.;r:1, 
who remains :1 CAB ·me:-;-:(x,, bas dissen•::d~ Rob~o-. 
may yet suppcn . Ford's !e~isl:.>.:ive p~-::ka;e propcsing 
much more dr:?.stic dcreg t:lation. l Olde:ed, a special CA 8 
staff s'uciy Jec!ared t:::?.t the ~undesirable efrec<.s out-

. \Vi!tgh the benefits of rc:gubtion,'' and reco::-:;nendcti 
!e_;isbti•:e de~e;~lation. 

Cong.-c:ss "' ill decide ne~t : eu whether airline cc­
regulation's ti'-!e has come, but ce:1ainly Ford's p<0-
posal is no b:tloney. 0 
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e:rtracted:/witbout· great ;;train from the· c_-\.B wnen eco- ' 
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Comp.etition:~ou. fares and service would -gilie passen~ -j 
gers a. break.the·y· deserve. And the compar...!.e:;, too, might-i 
find it a sti.ro..u1atin~ e::q;~'--ie-s.ce, as well ~.:> ·a. profitable 1 

. .._, . . - . - ~ 
one, m Lne-~o~g run. · _ , 
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llte :vrj.;~::r.:ic ::ti:--jr.c tnC.:J3t:--:v .. has been in a ho~d:.'! .. _; 
r :~c:~n ever since ~....:a::~re~ · .:...:~ed r.::e bas;c :::.··!::.r!on 
13'.': ::: l:J3.:3. 7he C:·;ii .-\.: ::1au::'.:s :Soard !:_.; ::ever 
:o•· .- ::?.:!a new ''tn;...,:<" ce::-~:~: ~o en;:er the business. The 
i ~ -:v enjc.~ ::~d "t:he C.~\.B. to prc::-tote \l.:-~ ·=!: was t11e~ an 
i:;fant industrj and to p2s.: co.~::=c~t::on only "to the 
t::x:::r.t r.<=cessary." 

As aresuit, there has bee.-J 2. l!cte cot:!petition between 
airlines or; suc:1 matters cs fo.:Jd and tr.e fashion:1ole cut 
of c'ne si.ewardessas' urtlform.-s but none on price or the 
essentials of senice. No major 2.irline hes been aEowed 
to go bankrupt became t2e C.A .. B. hes nasked i::efri­
ciency md busir:ess misjudg::1ents with higher fares, re­
arrangement of routes, or careft:Ey supervised. mergers. 

The 'Ford Administrat:on has now proposed a subs~an­
tial revision of aviation law to ease the tight controls 
exercised by the C.A.B. ~:.d to expose tne airline indus-..ry 
to a limited -degree of marketplace competition. Airlines 
hencefort:1 wot.:id be able to raise or lower their ticket 
prices ·.vi thin iimiLS withot.:-t seeking - Go•;ernment ap­
proval. ·_ 

Airlines under the new b!l! would find it easier to 
compete· with one another on profitable routes; and 
procedural barriers to the entra. .. 1ce of new 1ines into the 
industry would be significenuy reduced. The C.A.B. has 
traditionally granted the airlines immunity from a!)titrust 
prosecution; ·allowing them w pool revenues, s~t c~pacit<.! 
levels, and fix certain rates. The _ proposed law would 
sweep away such cartel protection. 

Although much of President Ford's rhetoric ·about de­
regulation of industry is excessive and would 'hav.e ad­
verse consequences if actually tra;1slated into law, this 
plan for partial deregulation of the airlines worked om 
by Secretary of Transportation \Viltiam Coleman and 
C.A.B. Chairman John E. Robson l:o!ds promise. 

?\otwithsca.oding the init;a! com;Jlai;,ts of the airline· 
induscr:·. <ccuswmed as it is ~o iife in a totaliy strucwred 
situa~ion . the p!Jn provides. for an orderly transition. 
So:ne of its fearures would not go into effect unt:! 1981. 
It also protec~s the holders of airport authority bonds, 
aidine swckholders, and otne;-s who might suffer un­
necessarily if the industry -;,-.;ere suddenly and tol2.l!y 
de.controli~d . T'1e::e is no med i:1 Government rcguia:ion 
m.2Le1y for rh2 Sd~~ of reg ~J!a~:on. 

=.: 



i-1.1rlinBs 
For all the ritualistic denuncic.tior:s 

of the ''heavy hand" of th~ Federcl 
Go..-er!lment uttered at Chamicer of 
Commerce and Rotary Club 1unchecr:s 
:!:Jd at other meeti..1gs of industrialists 
and businessmen, the approach sorr:e­
how changes when it comes to a real 
::hoice between more government reg· 
ulation and less . . 
· Consider, for- a prime example, 

these words denouncing the Ford Ad­
ministration's legislative pro!_)osal to 
fi:ee the airline industry from exces­
sl·/2-and anticompetitive-govern­
ment regulation: 

"It would adversely affect miliions 
of passengers &"1d shippers, thm:sands 
of businesses in hundreds of commu­
nities, the reliable- transportation of 
the nail, the welfare of 300,000 airlil!e 
~mployes, millions of shareholders, in­
vestors holding billions of dollars of 
airline debt, aircraft manufacturers 
and supplies and will endanger the 
ti:1ancial integrity of the nation's viral 
airports system:" -

Did that denunciation come from 
:1 dyed-in-the-pink Socialist? No, i;: did 
not. Ic came f::-om the Air Tramport 

r-1-o· · "1 .. -e--=- l . . .i. .. 

. ~;~3oc1ation, speaking for the airline 
~;:dustry itself. 

It is not neces~arv to endorse everv 
jot and tittle of t_J,e" complicated legi;­
la~ion-and we have our own reser­
vations on certain details-to endorse 
the general direction in vii1lch Ivlr. 
Fcrd is trying to mo\-e, 

That is, as he put it in his accom­
panying me.ssage to Congress, to ''re­
place the present promotional an~ 
protectionist reg'.Jlator; system with 
one which serves the needs of the pub-­
lic by allowing the naturally competi­
ti\·e nature of the industry to operate." 

What the industry is saying, irr·its 
immediate blast of negation, is t..l.at 
if it is naturally competitive it doesn't 
want to be. It wants to go on doing i 
business in the same old ototectionist .-! 
way, competing on such 'frills as the 1 

costumes of its stewardesses but not 
on such basics as fares. 

Tne airline spokesmen, like those of 
teo many other ir,dustries, like to de­
nounce "big government" in the ab· 
stract. But when its heavy hand pro­
tects them from competition, they 
suddenly find it less oppressive. 



·-

p;:c: ~<DC:\T H>HD·s ? !?.O'PUSAL to red•..:ct ~h:-ply 
f~ .. !'::'r~ l :· ::gula tle~~ nf !he a1r~ i :te l:~~~~:sl::--v is a b! ":Z ::, : ~ u in 
::1e :- ·::. t direction. Tht> 2:: ::nes lo r~:-; ;.;,o ot..:~gre,,· ·the 
ti :-.:~tl :_,·.;.;r;it reg11bt o;-y sys<em they needed in their i !J­

fJ:.c:- . end the lime hc:s co.-:-.e to try :::omelhing e15":> . ~-. :r . 
i-\~ rc ~s rig~:t in tc!l ing Congress e~at L~e d5 OITl et~ing 
eL~e-' is gradual ir:troc'"c::on of ~en'Jine co!'!luetition into 
t!:e ]:-:c:.:stry and the phased rr{o•;e of the ~irli!:e com-
0!:t:es ~ r;to a free mcr~:et. 

r:i1a~ is most fasci:1 ::o ting is not ?·Ir. Ford's sp~c:i!ic 
:,.::·•!•.:::.::'='! tit was ore::ic:t.ahle. at least in generc.l for:-:cJ 
Lt. rc.ti;e:r the r~acticri of the industry. The pla:~, ac­
corci:;6 to the Air Tra::.sport Association. ''\\'OU!d te2r 
apa2·t 2. r:alional air t,;or:sportation syste:n reco;;i.1ized as 
tht· fir: est in the world.·· Those hurt by it, the.-\TA cl3ims. 
\\ oc: ld be passengers. shippers, airline er.1pioyees. i:1-
,·es~ors and airplane manufacturers~ mail delivery and 
<.: irport.s would also suffer_ The ATA 2pparently fm·got to 
include as prospective Yictims the law-yers, whose ser­
,-ices before the Ci\·il )-.eronautics Boa:-d wou:d be 
n~deri less often. ~nd H•e CAB itself which would l~aYc 
much less to do. 

Tile trouble with this view is that it is based on !he 
<-~i:-!i;1es' fear of r·eal competition. They have heen 
p_rclected from it for so long that they \Va nt no part of it 
nm-.·_ And it is easv !o understand \':hv. !\o airline need 
worry now ci.bout a;1other undercutt:n£its ticket prices or . 
~pringi~:g anything new on it except an advertising 
c:2mpa:gn. And no airline need worry about a new 
<.:cmpetitorunexpectedly invading its territory. The rules 
of the business are wei! est2biished, and it is far easier to 
continue to operate i:1 the old rut than to face a new. 
tighly comp~titive sit'!.la tion. The fears of the airlines are 
i:;Ciec:.sed by the possibility L'1at Mr. Ford's progr2.m 
might eventually produce some airline barJ-:ruptcies; 
under ;he existing regulatory system, no trunk airline 

,. 

WASH-; .Vtj To .0 

h ~l~ c\·c~· gnne l; ~~ i~ K:u;:.t. no nJ <~~- ~ -2 r J: rJ·.:; O~d!y it v~·:1::; 

r:l~Hl~t.'?,ed occu~;.se th ~ C.-\B hz:s \1.-o:-ked Gi.2t su!u~i c::!s. to 
fi i~3ncitd p~·oblen1s by t J :--o,; t r~!~1g n~\y· routes or higr~er 
p:·ices o:- by appro,-i:t;; Der6ers. 

It m<:::-' v:e!l be tha~ !71ajor changes,_,;;; occur in the 
airline i:-:du~try if Congress adopts a p;-ogr<Jm alor:g tne 
lines of !h<:Jt proposed by the Preside::.l Ti1e cost of a:t· 
trc.\·el \\·iH go c:p in sorr:e instances ar:d Gc'::ZJ in others_ as 

_ \\·i!! the q~~ lity of s :::rYice on ai..-pianes c.:-id i;1 airp01·ts. 
: The!·e m ct:: be a decrease i!l the freq:..:e~cy of flights on 

c.:ertain rouL2S and an i:1crease on othe:s. lt is poss:ble 
that some small com;-;;u;<it!es may ccmp:etely lose 
sen-ice by the major- airlines. And shift.:::g the cont-::-ol 
O\·er mergers from the CAE to the p;-o\·isior.s of the 
an titrust laws will produce changes no or-.e can predict 
accurately. The _one thing lflat will not-and must 
not-<.:hange is control by the.govern.-n~:~t over safety 
standards . 

.\11:-:e of the possible chc:r.ges· seems to us too high a 
price to pay_ The mcst serious· of them-the loss of ser­
Yic.:e in small communities-ca~ be offset tn.- Ll-te creation 
?.nd growU1 of commute!" airlines_ The o"j]ers can he 
handled by the giye and take. of the fr-ee mar'n:et sys~em. 
The tight regulatory syster~ under v;h;c..;, the 2irlines 
ha\·e operated for so long has fostered ccmpetitio!1 only . 
on items that do not really matter-food and mt:sic. fC\ 

example-and has enco;..;raged dupli~tic<1 of ser-v!ces. 
Putting price competition i!lto air travel and easing the· 
\•:ay for new airlines to~ estabEshed should do more in 
the lo!1g run to decrease travel costs and promote ef­
ficiency than any k!nd of tin.l.cering ins:ce a system of 
strict go'.'ern.rnent regulat!on. Business:n::rr have been. 
calling for years for f;eedor.1 from gcvemment ia­
terference with their operatio:!s and it is t:me to start 
gi\-ir1g regulated industries, like the ci!'Lines. that 
he~om. · ·· 

. -



Ar. t.: :-:s·Jphisticated mind, one still chcrishi:~J 
copyJcok maxims of a free-enterprise economy, 
might well be puzzled by the howl froi7! the air­

.·. lines at the specter of greater competition 

. amongst them. ~resident Ford advanced the 
_ prospect last week by proposing to curtail 
-.. dramatically federal control of the frier:dly 
- . skies. The measure, s2.id the President, would 
. ~".replace the present promotional and protec­
. · ti6nist regulatory system with one which serves 
· · the needs of the public by allowing the natur2lly 
· competitive nature of the industry to operate." 
>-: · . That seems an unlikely bit of heresy. But the 
· ~ Air Tr-2.r.snort Association retorted with the 
-·· quickness ;fan Olympic sprinter coming out of 
··:the blocks. The organization, representing 
· majorcarriers, said in anguish that the plan 
. ~ "would tear 2.part a national air transportation 
. . system recognized as the best in the world." 

The trade group beseeched Congress to reject 
• · the legislation because it would cause a "major 
·. ~ red~cticn O!"' eli!!!i!'!atia~ cf sc:heduled air- se~..'!ce 
: : to many communities and would lead inevitably 
· · to increased costs to consumers." The White 

House, on the other wing, contends the plan 
. should result in lower fares and would make it 
easie r for new air carriers to enter the market; 
the F ord plan a lso would provide ·atte m a tives 
for r::tention of service in towns or cities where 
an airline would like to scuttle unprofitable 
operation. 

PresiC:ent Fo;d has been composing a co;::cer­
to on tl-: c theme of reducing governmental domi­
nance a::d regulation. an effort with which we 
concur. The airline proposal follows his earlier 

- ·plan to refo;m r a i!ro<1d r egula tion, ~nd s imilar 
moci~ic~tion is c!•J e for the trucking industry. 

Tht: apocalyptic visions of the trade associa­
tion m ~g ht lead a ! ~yman to conclud e , not 
u~r e::.:; o;:abl~·. th~t p2~::1r:s to a free m arket are 
ap;:;ro;:::ria te on ly in after-dinner speeches by 

I 

~ 

airlir.e vice presidents. Tn fact. the big cac·;, ,rs 
have beccse right comfortable benea~h the 
blanket of federal control, with its concern for 
their health. From tir;::e to time, of course, the 
airlines protest govem:nent's he2.vy hand but 
that usually re flects their frustration at the 
lethargy of th~ Ci;·il Aerorr:lt~tics Board in mak­
ing regulatory decisions. 
. We fail to see the cabmity for air transpcrta­
tion that will "inevitably" follow relaxation of 
the federal role. Under the tightly controlled. 
operations that nDw e:<ist, about the only com­
petitive elements in airline travel are the 
stewa rdesses ' 2.ttire, the ir..differe:1t _cuisine and 
the snappy slogans. . 

j 
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. Under the admir.istratiort prop.osa!, the Civil · 
Aeronautics Board would be sti-ipped of :i~s au­
thority to approve joint ag'teements among air-· 
lines to limit competition, such as combined 
reduction of flight schedules. But the key provi­
sions of the plan would m ake it easier for air.: 
lines to raise c.nd to lower rates w~thout interfer:. 
ence from the regulator y agency. It v;ould also 
permit airlines greater ease in expanding or 
contracting routes, and would im~ose sl.!.--int;ent 
new time limits on CAB. consideration of airli..'le 
mergers and like matters. 

Mr. Ford 's notion is expected to encounter 
tlJ.rbu!ence on Ca pitol H ill from senators and 
m embers of Congress rece;Jtive to the tr3de as­
sociation's assertions of truncated service at 
smaller- towns and cities -a suspect argurr:.er.t, 
it seems ·to us. · 

The President pointed out in h!s mess2ge that 
the air-line industry . "couid no longer be called 
an infant " tind , therefore, t :Ce protecti•;e go'i ern­
m e nt fe ::ction d.1tin~ from the CAB's es tablish­
ment in 193S has ou~!ived ics purpose. 

We second the m ot io:1. Why not try an b ft;sio n 
of free-m3r1,ct energi..;s i;, to the 2.irl in~ i::.dus­
try? It r.1:gi:t work. 
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CAB. thetr mo~~ need refor-:::. A~rnost 
· ~ ::::cur cxceptic-n they have b-: ... -!::' :.Je 
:~:;- :1c:.:.vv Yt!th ex ':Jer:s i ·;~ st~:fL ::~~ct.-::~d 
c..'ieir lab-our cos~s far to outr:.: ;~ p~o­
dt:cti~itv <z::!ir.s .. ~Jc~~Z!lt --.\ildlv e:--,~c:lsive 
new jet-alrcraft \it is a rare Boeing 74 i 
~nat is ma.'<1'1~I ::~eney for its o;-:::r2tor 
t.:;,-' ~-.- : and then raised fares ;.;.:1d rates 
- -. : .;._.; s vero; .,, 0" r'ne pro'o;~,;,1· ;,-a · 
~,. ...... ~ - - · c-"'= l.i • -' '-''· \Jo 

\V11a t the CAB needs, accordir ·:z. :o 
r::e pre;;:dent, is l~ss re:1son Cand 
"''";:::oriry) to ·gi'. ~ the ai r~ines every­
tiling they want every time t!"!:!y come 
c;-ymg to the board cecause their l.::!bour 
~5\S or their fuel cos;:s are up. \Vhat 
:~e airli.::es :.e.!d, he says, i.s to fee1 more 
·J t- :~e stimulating massage of .::ompet!­
t :c!".. The bill he has sem Cor:.-zrcss 
pu: ;::e:s both goals by proposi:<g to-t::t..\:e 
~:;.· '"":.:·,- fio r:l t'r.e CAB some of G1\;! J:Ov .. ·crs 
;: :::.)!ds ~ .:> set fares and rates that protect 
r~e L'!ast efficient and ta ex em;:;. airlines' 
r~uainr--2-f-trade a:r.-ee:::e~ts i~ .:::1 ci"il 
.:-:d crimin:Ll antirrus;: :;enalties. '. 

? o r 35 years t::~ CAB has protected: 
~:-,e ai1 ;::-;.:.::; fr_om c_~mpec;;::on by ;-e;~sing 
~ .:; ;:--:- ~r: a .. cer:u·.~ate cf C8rJ-..·en!ence 
r :-:d necessity" 
:.:: -:- :: ::ew trll.llk 

.:.~~,;;og airlirte co:-:-;,mies have eve:-: 
G.:.'~::::red !O fiie ap~t:l ::. ~: .:. n) for ro;.;·_ ~:-. . . . , . . 
~ :::E no ex1stmg a:r.;:-:e was ser.1ng. 
P~esider.c Ford wo~ld ch ::-:-:::e ::1il that. 

A s~: ::C:IC"" ::! :~1!.1e-su:,; as an air 
I::!.'\t. ?~er_::uor or a_ charter-onl;: C;t~~~-: 
:: ---· ~:;~ s:un ~. : lry 1nlo the r:1~g:c c1 rc::! o r 
_:·:-.: ~(:lL~C route carn~rs by seve r2.: 
,..~.-· ., . ,, , ~ l"f t'l..e ora<:; ,; ~r.t'~ hill wer~ '0 

· '- . ... • • }' .J ~~ '" • 'wUI \..;'- , ...o
1 
~ - .,. • :-

:-'C..:~ me t:r.v. CJ :'e \Vay \VO~rd b~ !0 ouy 
i -: :--!! ~.~: ~; ccnJ:C: :::~ <:: r2!d. or S\V2 ;=:tc~ . 
,_ , .·_ ;, :; :- i:-;-: a.l i;uerference :·~on t~e CAB. 
'= .. \--::· ·· _'Gt~ S\~·aor:rg !s ~oin~ C";l no·.;,·, 

·c•; ' :cT~:! s:.<:c of fC~!tcS n;;:i. UOCc~ 
,·- \ d :--- · .-.:.y .. -,;y Lo ano~her Lcrt::=:-.=J 
:..:=· .. ·:~ .:: . -. :--~ :::::- . T:;~ F'ord p!~n 'h O'J!C c~~n 

·, , ... . _ .. 

r:-:.: uue'! ~ ·.~. · ,...:: to '"5~ - ~-- .... l .... .. :-; .. -..·.-:::-;-:; _ 

p.; - :...,1p'i j1 ··:·:. si ·.: _ .... ::"': ·~·:t :~: . ~-; r; ... :f~. 
\.V !~li;; ~ U."":: ~-:- · .:·· ~:.:·:~:- CO'l,~ -.,::j -t t:J 

8. nc~v s~::~J :!::~ ·.! . l ~:-·. · '-2 b~~.. -. e:::: 2...-::r 

r· 
e~jo:·· >"~ .-~ .-<1-

1 

£!.~'.'t! ::' .!0 ~-.. 'i L -: Ji~ : ·· ·.:1 :i~ ·) -:.-:: .- _: 
~~:: t.:lX! ~)':' ... - ............ :· .:- •~;,-h( i ..:. :·.; b-: ... ::-. .: 

2.i1 J:n ::: · L \: ~-:: ·s~ ..... ;ic~ to srr::..:.:: :r,\t. .. n:.; Q.;~J 
c~.;:r::-~·:· ~~ .. :·:_: .:.~) .. ~aE t he C . ..: .. ~-: .-::- ·. · ·J 

. . . -. . 
C1~~r:; . ..,:-,: ;_ ;!:. l....l .... ·:::--:·t p t"\Jt:! ::!.ViC. • · . .-. 

c· \B re ~.:.; :-:~~ ::..E, ... · ~j ~r:eo tc} oocrarc: 
3C-scat 2ir -~;·..; : .. ::nout be::o··-: .::: ~r.­
r.'l;!Si-:~d i ~-: .. ::e ~ :scric~ive Cr\ Z r~... ..: t..:Ll­

tio~<;. Pr~;):dcnt .t-u:--d ~.~. ··..: :U :;.~hJ'..v t?-: ~2 

\!~.).~;- ~:..)~~;;(~; ~~5~:::-~ }t~~~ -~:~~ 
more cc:::t~~· :t:J~ , ::- t ur00-prop Xrcrar·r. 
Tr:~ 1~::: ~Jso ~~~!<~ ~ !:; bri~g c:·~)O~r a 

lirr't; · ;d d~ r!-:;:..: ::::t!on () ~- fa:es ~:1d r .::..:cs • 
A~ i-ires~r:t ~'--::~ C.~B iixes a nar~v~· 
b 2.nd o: .. r::c:::') '.\:1th!r: ··/nich it is ;::-- ~­
part::d to ap~r~)!,;...:: t2.:-iif c....,-:11 ~~~ ~ Ci~ ir:g 
the g:ro\vth c~ ·..: ;.: r. -::. .. :: · -.... ;-:!-s_ .. :~ :lir;~:::-; · 
in cvch Tex:b a:1J C 3.: :;'orr..ia, :VIr F 0r:! 
prop-:)ses to gi·,·e ai.-:-liilc:S a wide b~-:~ 
0~ p "c1n("t" d-- .~-ar: ...... ..., ... ..:r• thl ,;a. • r.~.,.; 
••• !'1 ·•·.:; t:-- l -...~" "' .• _,_rr - O?<U"u 

lirruted to 3"'!:<:ng a .r::l.'\UTI:.ls levet. as 
well as a ::-:!~~;-;-;urn based on direct 
O?<!rat!f!g. c?~;:s. _ Tnis is not li>e!:-' to 
cn:1:: ·~ e rurline t~res :::.s !:nuc!l as tt.:: 

a : .1~ !- - .:~o..).rn t- ~1:-f . , . : ., -..~ th · ..:...;;:.. pr ..... s· ..... .... n ~,. ~ .... - ! .. s Lo t J ... L! ~"~ ..::~ ... ~....: ..... 1.e c ........ p-
rootcd cartel instincts o f t!-:e airEnes 
ma\e them in.::aoable of rhi~kin5<: aocut 
..::r;-::::. ... _::~on •' ., l n - ~~(Y ~·- tM~ - ,~;.- .; , -:.....:: .• '-· ...... Ll'"""- pn~ ....:. --= ~'--1 .i. L-- .J..!.J u ... ser ... ~ "-es-

Even if the presider.t's · propo~als 
were to meet \vi:h inct!strv aoorc·. ::i­
aod ·~'e': ._,,va r.oc-<n--::.c:,: ·~ou1d do 

• t.. ... ·' ··- .... •• • • .._. u._.::- _ :, ': • - .. 

lit-de abc•·.:.t the:::-1 [:-t;S year. As 1:: JS, t.;-:e 
aidi;:cs, t.h:ough their tr~~~ s;;'"'"~~;:-1en 
at ,;-,e Air T:-::nspcrt t.ssocia..tion, ha•:e 
conde."Tlned the Fo:-d ;:;!c.n our of hc:.:1d 
as a three.~ t0 ··~~ar aparr a ii:ltio :..:: ~ 
system r~.::ogn.ised :::.s t.l-J.e finest in ~~e 
w,)fid". This e:c:-e:ne view \•ill ve•• 
lik"ly ·b" ·re~"t".-1 in tbe publt"c 1- o,.,...:,., :_ • - ''-' l !.- .... u. • l - .. _ ... o;..;.~ ~ - -:=- ::, 

next ye~, perha;::> c\'c!'l by t.'1e CAB 
itself- which sa :a.· has m:.Umai!:.ed a 
dis~eet s: ~~~ce abc:..:.~ . ~s ,_::c \~·s o n ~':c 
p~esidern·s plan. 

One :o!ce i11 f~vou: --.~ t:h~ -:--:-~ ._· ... 2_s 
;s t'nat J'" .;:: ~,.,·",. ;- · ·· -u· ·-~.," ---'v : 4 ... . . l ...... - ~ -~:'": : ~ -· · ': ~ l. _, _ ' - ~- .. 

whc' 1-: .:::; t~en ho tcmg ha<Jn~s 0n ::t ·: :.l­
tion refv:-m. his comrn ~ .. : ~e'"5 -: _ .. 1~ ... 
which is not pubEsned · ~ct. would go 
farti1er dO\\ n c:-:e refv :-"'1 road .::1:.n CC:!S 

ti:<:: presidem:. But even ''~e Kennedy pian. 
\\·!1cn it !s fl :.::.'!y reveaicd .. \1: ili !1Ct gel:..: 
th~ hea..rt c:f such r: ~:-- ! : ~~ pro'-:>!c::-ts ::..s 
g:ross ir: ..: ."·-:.;;: ~ :: .:;;. uneconom:c siz~ . 
~nre_abtic • ·~'Jer~ . S:li-, ~idies . :::o-,dy 

~~~~~~e~~~~~ t-~,:~: : i~ ~.,-:;~~)~~-,,"~'~ f~~~ 
pr~siC~nt ;:-:r ·.;•or ~ .. :::1g j~ ~ fc. r S~\ ~r:J o:­
the lar2c ca:-r : _.~ .. ; s:~; ..:~ t r: :! ~ .? ': c! ~:.. ._ :­
t l-:c Pe~n C : . . · J -;:::. ,:-,;!;;::- :J. T 0 ·:..:;:::! 
the!,. rJtie;-:t bv :: :: ri:lg t!!C p~~:· -1\..·=..::_n \"i;{ 
t :.1':::? ::! !On:£ :!:c;e. 
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F o-rcr 5 Pro p~o:sal to-_Sha·l:P l r R~d-~c~ ·PL~-guTa ti6ril 
0

~:}~~~ff~lf~~.~~l~~ 1 ~~~~~~~::iX~;;~~;~~~~ I 
~:~:co~J::ut;~~~:/:c:.~t~~;;=~~~es~~=:_ --~=~~~:~-~~~~:~~ ~~~~~:::g ~~~=-::-~~-;!o:t J1 

D=?..C:: 0:1.-.ho-,v 1?i'!:_: S::~r- .. ,-:.=· .... :.:;-'be a!:-~-:: wc·;~.5 i:.2·:a to~ C.e::::~-:r 2....-:(~ :...--:~-r ~-;e. 
F--,..,-.'~·-:: -~ .... ·.,!)..,""'03 ··~-)c.~~_, t.!::~ -v.::···-o o! '-...oel"'' r:.:J·;r "'.::> -:-rJ m;>. e:r~ -r --: -c. ... ..,::1 •• : Ot. ~·~i ..... 
,.J•V ··-· ~ ,-·--·.:),- • ' -•w~ .. ..,. - !"' ._,._._ L.. ~ ·- ' .. - I .,._ .--., ..... -• ~ ...... . _. .,._._ ., \ 

! .... -- . __ .,_ T:t· ... ~·~.:.- :'-~~y~ :er·~ ·a··fl- o:- r-..o:a.~-3 . c.-.:· "'i~~ ... :-ion n::: .,. --- ~.:.. c'::_;.:...~r.- :l-d. i'! .c:;..-.f =»~ • .,-,.....,..,....__._ ____ f"f ..,. ~ - __ c;:;.. L ....,_# ._ •• ._. .._ _ ~- - t.,...; ·--..1.-~ • ..-• ,al. 

b= t ~ r~ the nrc::c,ga1 ~wi.3: ·a:!.t.'"lOU.::Ced. ~ th.i.3 1-'..=_sn',: ~~e:.-t,' ,. sa.y3 ~L.-. ?r!~d- · · · . 

~e~::-i!~~~-~,~~~~~~~?;:;:(?;;~--:si1;\.~ ~·~~~P;:~~~·,;:-~:~~2:~r.5~;1!~~;:~3 ~~( 
c~m about:2...:1y .. e:?.:r!y. actioti by Cor:.5-'e.s.s. ~. t=..JS: o: tha p2..3t .J!2..t';. p~c::~;/ Ceca.t:..3e c: 

~~;;::):;:: b:r:!;_~i~::{;~~-~~~ :~.- ~~: ~~~~~Zto~~~:;~~~;:· ~~;~~~'. ;~~~ 
O:.i:;::a!lt & Co.,:.."ar.C. whe·::i u· fi.."lally cor::e3: .'·a. ~cult one_". " .... - · · 
o,:f-- it wori't Cost-roy·· ~;..o. i.!::,:;us:ry.••.·. .- . :_- _._ .-,,;..?''!· ~ a.'~:! . .,_:'_-,---=~~--··',_· ... _, __ ~o • .::. "" '"'r::o'=. ~_-.._~ -
--P·~~ -~~-:-.-:;:~---.-~t, C~-0-.J.,_~n..!:!ei·.r:!a~· W: H - " ~ ~ - -- ~- ....._. ~ -.~ c~ - ? 

....... ~- - .... - Co.,. CA3 h2.s GJe .:-a:er: C~ca~..!sa c! reg'£2.t.:Jr:,· 
· =ot..':e~_.laad.L-:g: · i!:ct:3t:-_r .-a.:-ial)·st;. dcuot-3· · ret:~ pre;3 '-lre!!," ::: sa.y:s. "S~-•~ra:! t=:-e 
!:2a: c:u,y l~gislati";e~ act.;C~ ·w"ill.~ :ce:taken Or!. L~c:ei3~3 :-...:;.·i~ b2en. .t::.:.-r!ed dOY,1:!,. fer. ex­

; be proposal eti.s; y~ar:-o·r- . L""l· 1Q7S; ·an elt!c- · ·a::1:9Ie, .a!:d o!:e cCr~c: · ~-:5.1e bat ~no-~J.!..3~· 
'Lt:on Yea: fo-r Cc~g;:es5_ ·a.."l_d ~--::·~ : _?.res~c!::!r:t, .. !a_";..~red-:.!ctioru mi=.t b.a:'le ~en:.·. t.L'r!J.~ 

2.nd tl:..at ·the Urocasal ::!3.Y la.n~';t a-~~=-- ~. do~·- also exce-:>t. ~!o:- t!::s- nres.:!t.L~3 Li.s 
~ ~:lr- "'Wt!:1t. it_ d-;_.es C.o ,,... -1:~ ~·Sa:Js · "i.J ~o boa:d,ba3 ,.,cad..;-,.._. --~ · · ... . · : _ :.~ ··-

-~:;"'_-, cle:r: ~a~::· te~--~Ci;~~ ,·~-\a~~;.~ tic.:~ ..•. ~r:--_::_ Fi.~;~;hut . ~:.:;~:3 ti-..a:t ;~ell-~;;.~ 
Board l:!a:s bee~ "a."!cC:wlll co:lti."!ue· to _.b e' a. ~n~t:~=:.i a;:~oear: ta .~-;or- bdu.;t:;:)r-i::n:orove-

J~~~~~~~~~~~;"i!/~$~~2~~~~~:~~~a~~t.k~;s~~~~?~~:~ ~a;~~= 
~J.!z..t!on f-..as- Oec!l·:~ig-'....af~~ tc:--~ncz:tJ:'J,. so .· :r-~gu.!E.t0rv c!L'"I!at:!~ t..:::.at .!.3 ~sLlg JJ.071,.~' 

tiOI::· 1-at!::.er: than.. deregU!.a.UorZti.=id:.'s·ay=.it 
eonta.ir:S !aatore!i-tl:at ·'coUrd: ae..!~ar/'pasi.:. 
:ti·;e'' :or.--~Jfue~·-G·Oni,:puia~tht:g.s;.·:it 

~~ktJ~lt~~~~~:"ijtr;:= 
tl:em:.~:::iore .- co6::e!:it!ci-.:.by r:1a.t±Jg:·antcy 

:~~;~ iti~$1;~~trii~T~: 
___ 7- ce~~ a::..nc·neVe nt..:!tJr.-!2lr'-t!:z:7~e~:'lca· .. it 

. . has-~ oada:·:·b: t:!~way.;rtirt.::.s~e-~t:batt:f,} 

~~~~~~~~t~~~f:Yt~tit..2li~~ 
:-s.acb & cO:;."tc:t ir!Stance;..Eis neen rrlak!...--:g 
'a J:Q.,jd:;e· ei3e for'otL~e ot se1i!ct~t! alr­
·. 1~~ i.!sues ~Ora:Sev~""r-ai-Z:ioC~~: a::d- aee!!:. lit~ 
#ee c~~Jge--.L'"! De#Situat!o~~~-:j:;:~_--=-~.~~~..,:-~~:L: ·~ . 
. ":rce- :L-ea! i::!t:acti3 · tha .. cioud·:t.b..J.t -~ill _ 
r er.:1km· over - t.=~· C..ui,~;.SSa1~ ;,rr:::. A.l'"'ffii!l-"­
bo, ~·l::iut" t.:::e rcal' ke)::.t(itl:c st0ck5 i3 Cut 
~::'.i! , coooari.ies st:ill-:;::ill bE!' in. -~ golci!::j 
posit:;n .t~- ' i~;:n·ov~ t!:ei::c tu."!d.a..'ne:~tal!!. 
Ic's · dangerou3 to jm;..looi< · a~t.'":e- bcu3t:y-I 

_. c.s a ,_.nola. It · you lcok : at S":J~citic· stod.:::s, 
: ... .: tte:;· are a~Cd"le: foi puiC..~a:~:--.. ·. I 

:\t:. Arrr.e!lli:o ta...i-been ... recow-:--ne:iCL~g· : 
::.'<ort:::-;ve-st, · -W~~rn .~i::!c ·:u.~ · :"i2. tional : 
2130 i:a.3 b~~n ~en~ 2"..!.3 r-eco::-:!7!enCatior:3r I 
s~.;Oject rece~~ly.to tCe c~ce;-..a.i:t::eJ ge!'!ec--1 

· a tad by a s:rike o[ · ilig~t. a~cnd.ar:l3 that ! 
::~g:!:t Si!pL 1: : · ::::.' ~-~ ·· ::·- · . _ 

c:~?h~n.:·s ),r~.:Fried ~as taken ·a ge::e:- ; 
c_ll '~· 003l:i,:e st2..!'1Ce.on. scve !'"2.l Unes- h e con-! 
3:C"':;'3 th~ stronge.:st .· fr.a....~c!.aUy, .. St!ch a3, 

1:.::\.S, Del~ e::d :-ro.-Jr;;-_a!!t, a.E!~ough ce b~- i 
Ee·.·e-3 i't tnli!{~ly ~a stoCk3 v-ril1 outperfot'"Y:l ; 
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ALAN GREENSPAN, CHAIRr f) ~ ~ 
PAUL W. MAcAVOY \ 
BURTON G. MALKIEL October 31, 1975 

MEMORANDUM JACK MARSH 
Counsellor to the President 

FROM: 

7Paul W. MacAvoy ~ ~ ~ ~ 

Three weeks have passed since the Aviation Act of 1975 
was announced. Since the announcement, this regulatory 
reform initiative has received substantial editorial 
support. 

The Aviation Act was the lead news story -- and 
favorably reported -- on both CBS and ABC Evening News 
on the day of announcement. NBC also gave it full 
coverage. 

Editorials from the following publications are 
attached at Tab A. 

Baltimore Sun 
Chicago Tribune 
Dallas Morning News 
Denver Post 
National Journal 
New York News 
New York Times 
Philadelphia Inquirer 
Rocky Mountain News 
Washington Post 
Washington Star 

You also might be interested in the following items: 

Coverage by The Economist at Tab B. 
Wall Street Journal analysis of the stock market effect 

at Tab c. 
Perceptive column by George F. Will at Tab D. 

Attachments 
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l~~~£-~H:ri~~]~H~~~c~Beti~?!Xir_- S~r;iC'e'; "~,:~~~ 
.:·· ·- -~~>~'· -: . ·-.. ,~·~. -y,::~::::-:~£0£t~~*~f:~;~ .. ,/-)~:;. ;;,: .i .,-~ :o~ ::.~-~~~ :<t.: ~--~·:,; ·, ... :~i~ .. :;;;,.) _;_~:~~,_,~::_.·;-~. 
- ,:Pre:rid~Dl Ford's proposal to:reduce f<!rlei-al regu-_.,:: . ~ They don:t. want tO see competition.. They like· the ·.,.·; 

·12,tion of airline service h sound and.lon"i"civerdueiA?7f~. relationshiR ~ey ~have long enjoyed 'With the""':;. 
generatio!l of _regulation bas'resultadiii l~_andless::J( CivilAer9?autics Boa,t:d..And the airlineS are power~:~~~ 
coiD.petitioli; rugher :aiid rughe~: <:oSts- td" con.Slimers~:_r..::; tul ~n CapitoiHiltJ,ast 'spring the Senate' .Admin;?.~; 

- ' I!~'gress would" b€w..n : to·-de-f.....gul.ate.:alono- thel:' f ,trativ·e Practice' ancLPiOcecu.-re· sUbcOm:rilittee held-~~-
-- . ... - -· · • . ..• - :> ' ;· • · . •· • · • • • • • . ·. c. .. - •• . . . . • 

.. ~~ !he.-~c!ent.lias:~p~~;"trile cilmpetition:l"j:", bearings_ on. airA?-~~~~gula~oii::Tlioogh senator-S"as ;[ii_ 
". ~wciWfi-~ in ~e: industri. i_oi:;'~ejirsf'ti.rD~.Thit_-s: unalike~:Phi!'~P~~T-:.~:~dwaro'=K~~if:an<l::~ 
. : :~~~.ainly · ~auld. ~cit~~f-!~r~~: l~·~r;tca~}si-s_trom Th,~-?~.:~P"r~:~d:z:gula~ori;:ni~ :§_-~J). 

._.,.qther;:nse= That;· or course,. wouTd' be.g6od news for.~-:~>· ~een se-em not_~-~e.atrll.zles scored heavily then:::-.,-' 
· -:•·coUsci:I:eri· Not )lliit:iho5e who-use .. airl.iD"es riow but~~.::;' by wimillti members· of O:mgress .. ttat-dereiulation:;· :· 

• -r -·..-.,. ~ - ·- - .. ~ •• _ · t . -=-t.;:;. · •' • · · . oill.icns_ who have- never been. abie to -3.fford to -fly:-(-~: could mean discontinuing many routes, particularlyt:"~:: 
~before.. Jte e...-perierii:es ofnon:regclated i.Otra-state.-.=::~~·: to ~mall ~d.-'!11..~~-sized ~tieS: No senat,or 9r.re~~~:: 
:·ai.-li:n~ in T~as. and Calliornia: .conJirm:~Clls:.. Air.::::~--~: re>entative _wants.to see a city in his area looe ser-v:.;:~, 

. ~-~in. bose states.'chaige fa± !~fortickets over-"::~o:.'' ice-· But ~~di~. by the· su~~~_hy . the Ford~·,: 
·:_,· ~ tl:e game: route!!.· thin;do:the:.~eiJ.lateHrun.\· llDeii-~1_ad_~trati_o_ri, and by outside e:rperis'al( say fhet-e.:;,' 
~~~tnatfly £~ sbte.linei~~d tne'fnifu'tfoa of. .riew<i~;~'"would·~:li~J~: loSs of sern'cia3 a· resulLofieregu~;:: ~ch - l""": . , • -:- ,.:' --: --- - . - ... . ... E::~-;lati ..,;..;;~-.: ..... '~i= .. r--:~! .;. .;. __ ~·:.: -;J - -:.~.::-...:...;.. ·:~;:.;t"-"'.; -~~~ _: 
. :~ ~p ~--nce~.oa:~~. r::~mt.es-brings:_, !Il~new•:busl::->5;-- ;:, .- or:;:·;v_,,.:~~~ ."-'-·~ . ..:·. ;.,., ·-:;· .- -:.'::,;::-·· ·..-:.·>:-:·~-<:~~:![-, 

-< I:~For:- a:a"Eple.; the io"tarD.nffibe'I:of pa5sengers~~~o:-The administration p!:m is. for a- gradual pJUie..::;-, 
··.:.flJini·rrom·Dallas t5· Sail.~tociS'in~the la~"i960'~~~=o~t of:.~~r-est:ictions now i.IDposed on airlines.-:,, 

- -=·~ed COI!Stan"t_':ul i970 aneW.-futra:statelin·e:~Sq&Jmi,:re.forme~ -would . ·prefer~ simply -lo -end all-:-i. .. 
. :~ ~ce at gr-eatlY ieduce!rf~'PJ~ amount o~~P~~_anifoU9-·~~~?§s:'~:ll!lin~ ·c:o~d _start or't 
· :_~crcse- n.o an~: a< h.ali: t:iiie5 .. ig: the-fust: fi ie~~ sto~¥~ce :?.~-any I:o~~· aJ:d 01nld Charge· any:: fare _:. 
:;;:y~ ofthl.:i ~ecad~~,;~~~~~~~5.:;:~~f.1~'"-~:P't~~ i~ tho~ght it'~~uld m~~ a profit OIL The ~d~n:t~-q 
. ~)L ....-ill be i;:tere;tbg.to see ii ~dent Ford can :;:,~ mor~-.cautious: approach .is better: Some· ~gulatio~:·" 
. :.ran1 b coJ:SerVative RapUbli;:aD:_Ctill~gues behind ,.{\ is probably required tO.in.Sure Safe and.reliable serv-:: 

:.him en tb.i:!. T!Je major airlines oppose deregclaticO: .·_::.:. ice.B~t the Ie:Ss the better. ~ : . .. · ., ., -. .- · .--- ,;.c·; ·-.~/ 
~~.:. t~ -=:s:_.·-: =:;;:::;~.;. ....... :""L ... ~::;~~:._-:,.,.:::;;:~,_,,,.::::/:...:.~}.:.:\:.::. :=·s·J.t,£~·:': . .-:: ::~~~: ~ . ___ -~- ... -.. :_x_~~ :~ ~ ............. ::::.] 
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. ·· :~{;e~I~~'ct: XiC~~t-~f_ th-e. fliJ'~k Pit··;] 
- The government wa11ts' to reduce sharp- . ;;r,d i·ould ·increase ridership rearly 21) ! 
ly its regulatio:R ·of the airline industry, ·-per ~nt over· the.:·same pel'iod. This ·1 
but- De._ airlines .aon't. want a:qy .part of prediction may baoyerly _optilliistic-ei-
it. It's n?tiring newJor· -tf-e g_o;'erm:r:~nt·. ·· ·peci~~ sin~e _it <>.veri_~ .rising · cost_s:f 
and busmess to ;be- at . odds; -but - rt's . But it rs sare to· predict that fares will . 
disq'.rieting-to find business, whlch often . be:-Iower· than theY otherwiSe would be-, 

' complains a! too mu~ gov~ent miei--·: ··and· this is the most promising part vi} 
·!·- ference; now -complaining . that there __ _the propOsal for con::.--ume.rs, many Of\ 

-- .. - -:'.' -_ might not te ·enough of.it .. . :;.;,: ; ,:, <.:.: ~-.. whO_J¥ are-,·virbJally priced out ~(the air:\ 
_ _. '- .·.<\5 -pa:..--t. of ·a, broad~r ~ogram to;re..:·· ·'trai.re! mm:_~et ~e_xcepHoi-~c~ cut-; 

-_· .. _, duce-. federai xegulatJOn : m trar1sporta- :. rate~tares:;;:-" _ .>.'! ~~"f;,T~::::.;-""·:·.:~~- ~-E-~· 
·. :-:_.- tion, .'the ford: administration. proposes .. - · The airlines contend the _Ford proposaL 

· .,,- ·• ·-: trol over the--3.ir~e.S;:giving the carriers portatirin. system recognized as the fin-·-e 
• · · · ·, -:~. -to reduce Civil ·Aeronautics. Board con-_ - ·would-- "tear apart a natiom1ti'-:-3ir::':trans. ~ 

· more flexibilify ~'iri '~i:naking_' -toute :· and!-·- est 'in the worHf,'! ancf .would "causer.a ·. 
:pricing decisions , an~_-opening-:the b~i: . = major!educti~n or- elimination oi sc~~:,;i.; 
r:ess to more .competition.-:., , ' ~- :-?;.L~~ .:: .. ,- uled. _rur_-·s~v"!ce to many COilliilurehe~, 

This· is the sort· of ·change toe airlines . and would lead inev:itably to increase~ ;j 
should welcome-taking business. deCi- -- costS tO consumers." · · · - · · ·' 
sion.s out of the.: hands. o( bureaucrats.-.- We- doubt ti:.e airfue industry would be::. 
and placing.,them.jlack.,in t_pe_)lan!is )J~-~ -__ destroy_ed _by _the plan. tOn the contrary -
businessmen.,.-~--~:- ·-'7'·-~----~ -- .. _. .. --.-- -- -basing -- a_n.- air transpor..ation syst 

· -Their opposition 5ounds--a little bit like-a more on economics tha.-1. politics-thus . 
grown child, comfortable with Mom and-~ p€rriJ.ittL-,g-·the abandonment of uneco=-·: 
Dad, .rej,eding .sn~ions ~t jt's t~ . ~ nomi(route_~_ and ,of &>m~ duplicatiq~...:_:, 
he found a place ~f rus own .• : _ _-_. · _,: . ~: . s.l).ould ber.em the mdustry as well as 1ts l 

. · ~ Iil. brief, the ~Ford -proposals would al- ,~_ users. · . -~- ._ · - =----: .: ·, ;_c: .1 
~-.:: low-airlines .to -:<raise .rates up. to. 10 per~_ :';. li, ~as cthe airlines;;"ar~,=Jess--regura .. --=--l 

t': cellea- year·· without:cAB--_-aoprovaJ;anct ":=~ Jioa mea~ that sonie commwiities :witn~' 
-~ ~ foiiedu~ them-'to oper~ting- cost l~~els~ ·~!~~fie mar~~raoilitr"to support-air- s~rv:-: 

. _ . presumaoly to at".ract nders, .g.r up to _20 -~\-Jce ·lose tnat · servJce.- · su be IL· Ttiose: 
- . . -. pe;;; Cent· the first year a.Ld 40 per cent - - communities' might well De more e'co-

" uesecond. 1t. also wou_ld giv~ a:':rlines' . -no~cally ; se __ rved. by,.. com.t;nnter- r~ther.j 
~er- :freedom to select : t!Jerr ~out€s -~" than. trur~ ?ITlmes, or even· by -Amtrak's 
a~ greater freedofn to abandon.unprofi-·,. orail service, si.rlci m<i& of these marginal'. 

.::.-

-, , .. 
---.:&~ 

! -. "-

... 

~ • - •• .>I ...... 

t.awe ones-; : _ ·., -- . _ · .; -- -.__..~--~ Jligli:ts are_ fur distances ·of no m_ore. t!J,an·'i 
!De· proposal also- would red::ce the- ·a icw hll.'1dred miles_..:..--: -_:._. · '.::0::! 
C~'s curious .role cf promote~ as well - OL cou.---se, ther~_: __ is th~ 'real danger/ 
a.so£egtl.lator of airlt1e service,.· a dual .,,_cited by :L:.dward. Carlson, ' chairman ·of 
r€._~be€rleadQr]ob ·it bas:-held since ~ united _Airlines, that the airlines . could<-~ 
~.ndustry's- toddler days of the 1930s.- -.·:;·wi .. 11d up bali free and half regulated, t 

.!ihe President said his Jl:1an would '~e~ · • "l~g_ tte ~dvantages of _eith:r and 1 
p~e the present pron:wtiona]:- ana pro- :· retaUlll1g t!:e disadvantages 0! both.?' 'i 
t~onist regulatory systen with on.e-·- ·.. That's why Congress should be careful ~­
which serves the -needs. of -the pub~c-by--- net to do an)-thing which wot:ld -have the. ; 
all awing . the naturally -competitive na. -- effect '.of lowerir:g ·air lares ;;;-:thout giv- i 
tu~ -of the industry to OP"!rate." . i;-;g the airlines greater fle:cbility in • 

The key word 'there is •·protectjonist.'• rna:,;ing. business decisions. Am. the pub- , 
AJ~{)Ugh- regulation of an industry is ·lie should. not exp€ct instant bargain i 

-lles.igned in theory to protect fre inter- - fares. !~ will tzke a- while for an indus..: L­

~~of tbe public, it Often tez:ds in prac- try th.:: h as been hamstrung [or coo-~ 
ti~_;;& to protect elements. of an industry dled ] by controlS for ·)·ea:rs to get used _f · 
firirb each other and from outsiders: .• - - to tte l::-eneiic!ar wonders of free enter--! 
~~The President · pralicts U:at more ef- - · pri..--e . .But in the lon:g_ run ·ever)'- one.i · 
~ective airline competition would reduce should be served ;;;-ell and effo-ts. to. re-J 
f~ 15 to 20 per ~~~t _over fiv~ ?ears · _duce regulation sh~uld continue . . _,, _~-;_:,j 
.. ~..:,. -1·-· · \. "' -
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Sense 
-_, '··--.c ; -. . '"- • ,. . { 
~ - :·f '""'..-·: ..... _· -~-:_ .. -.' ·._ . . . . 
-~ Tffi::.c_ "2FORD adfuinlstration CAB's. philosophy is to let the air- j 

wants . . J~/;;, aO. som;thlng: totally lines >-cover their· deficits by rais- ~­
amazing'f ~to.unclinf;\~~nd outra- ingdar~s-a proc~dure ·which si.ni- :_j 
-..::. ~- · .. .. :· -:- ·· .·...... · . pi,Y::- leads to more empty seats, :. J 
geeas:> It __ wants tO>,: introduce · a 11 
. ~:».-, ... ·"-~""·-··· .\"·-:,> . hence,-. in : the long run, to sti ::; 

_ ~- ~e~uy_~:-:oF~~ ·: co:nP.:~ition into highe·r : fares. Fewer and fewer ·.: 
• 'the· a"ir!ine industry,' and thereby. . cusfome~s .. pay ~~.more and more.· -­
:-;bring ,:airzfares down.:_ ;...~ . .,; - - _ There is no ~uity in such ~?'· a;_i·. 

; ':.:'i.::LegislatioD..~.sent .over . from the - .rangement . . :_ · ..... ~ ·.,_-~ 
-- Vlhit~ c:-" Roo~\; to ,: Capitol ' Hill . . Nor ·_ very much common--sense,. 
- would : give;:-th~~airlines flexibility fo'r that -matter. , Consider merely 
- ~o -~;t their o.~ -rat:s. though not .. that . the airlilies themselves ~are _.:: 

m ·. predatory' -.. -fashwn. Fares, the -- · · t th t +h an t ,J 
d 

. . . -. . comma o sense a , ey c -a - ~ · 
a · m1rustration cla1ms; ought to , - . o . _ . " ' 
come'. dow-rr ' by"" 10 . to 15 per cent :r:ct - ne~ b~sme~s _ ?Y ~uttmg-.-1 
in . thi~ first : year, ' and 'still lower . ra"es. - E<l;Ste~- a_ feW: days . agry i 
after: that; . as the carriers bid for pr?po~d cuttmg rts pnc~ on cer- :j 

businesS;>. by offering economical tam _flights by - as .mucn as.· 42.51 
tickets.-:instead. - of 2-olive martinis per cent. Pan._ Amencan, forbidden 1 
and :· ·high-fashion. ste-w-ardess cos- - domestic routes by the -CAB, , 
tnmes. ; ·- ~./> .. -;::. ::- .\:i.:~· .. _J "'~ ·.. _·, maintains. that.lit could carry pas~-

:.-T.ae distressU:g· fac'f : is ·that-the . sengers bett.;een New. York. and· i 
.. , .- airlines':; industry/ like:j,O:,_the rail-. :.:.~~n-\ yrap.cl_~_gjo_~ $199 ~ound.' trip 1 

h roads; ·.·is ·enorn:!ously ~- over-re"'u-~: ·~much··-lower- even >than -the dis- .j 
·, lat~d. The. ~ivi_l :'?-~.:onautif~~ Bo~rd . count f<:res pre.sently offere_d ori I 
- dec:des wh1ch arrlmes are to ·serve .. that route. · If rt · can, then why 
~. vinit. cities and~'what they will should it na"t be · allowed to do -so? ! 
.,: : ;» ~ ..... - • ···-... • · • • ... • • • e .. ·· I cha:-ge;~. competition, such as. it is, ' That :s the sort Ot questlon ! 

- \." . _..• ~ I consists-~\ of g!mrrJcks instead' of the adn:iin1stration poses. It wou:d ·l 
dollars-and-cer.ts·· inducements to not only let the airlines cut the!..r i 
the t:-avelir:g: pul:J ic. By some esti- fares--it would let · the i..."lterna-i 
mates, the . CoSt Of all· this to the tiona! carders serve cooestic : 
trav<:Eng pu~lisc is ~350 . million a routes and would . facilitate the : 
ye~r. :· _ :-i r -·:, . • . · • • .. . creation _of . new air!LT!es. (The · 

.. ]or a -..f.¥t, a1rlrne fares have . CAB has allowed no new inter­
rise.."l. 20 per ~ent over-. th.e past state airlines since 1938.) Opposl-; 
two · yea...""S: Interstate airline fares, · · · tion from many .in the industry is· 
that is;. ' fa;es which ar~· cantro~ : ed - predictable. The lack of vit3l com-: 
oy ~e .. CAB. On.. unregulated in- petition is terribly comforting,; 
trastate· routes: airlines carry pas- after all. Yet . the Fmd. proposal~ 
sengers 2G.~to 50· per cent cheaoer _ though less swee.ping than i 
than do the!.r regulated comp~ti · might have been (there reaUy is-
t ors. --, -~~ ;;.> .- no economic justification for a: 

, . floor tinder prices), ger:era Y. 
These are · or course tin:es of makes sense. Now is the time for 

sha;pfy' · ri;;ing costs for the air- · all goO<! consumer advocates to 
lines. Tne trouble is .that the rise to its support. 
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A Washington attorney, well practiced in avtal!on law 
and in the polttics of airline regulat ion, summed up in 
a word his reaction to Pre~ij ~;~ t Ford's airl ine derel!ula-
tion proposal: "Baloney~·· -

T he attorney, a former Civil .A.c:ror.autics Board 
(CAB} official. then added, 'Tve see:J so many reform 
proposal:> go down the drain. They shake up too much 
opposition. The airlines. the unions. the mayors, th:: 
banks. All that opposition is still out there and Ford's 
proposal will go down the drain too.'' 

The opposition unquestionably still is out there. and 
any long-time resident of Washington tends to be 
skepticaL if not cynical, about regulatory reform. ~ear- . 
ly two decades ago, a 300-page House Judiciary Com­
mittee report urged "competition to the maximum ex­
tent practicable" in aviation. The proposal has been re­
peated in many reports and studies. but alv.ays went 
down the drain. 

Nevertheless, times have changed and, ske'ptics not­
withstanding, it seems quite possible that .airline deregu-
lation's time finally has come. . . 
Under attack: Airline regulation is on the defensive as 

' -never before. Ford has packaged deregulation as con­
sumer legislation, and Congress, a House Democrat . 
says, also "would like to see air fares come down, par­
ticularly in an election year." Hearings will be held in 
the Senate and House early in I 976, and some !\I em­
bers of Congress who oversee the CAB believe that leg­
islation may be enacted in 1976. 

Ford's proposal "to provide consumers better air 
transportation services at lower cost by increasing real 
competition in the airline industry" calls for changes 
that, in light of CAB history, are indeed drastic. 

Under CAB regulation, no new airline has been au­
thorized for the last 40 years to compete with the trunk­

·. lines; Ford would let supplemental airlines and new air-
- lines compete with trunklines and let trunklines com­

pete more among themselves by expanding existing 
routes without CAB approval. Under the CAB, trunk- . 
line competition has been -diminished through mergers; 
under Ford's proposal, merge~ no longer would be i.-n­
munized by the CAB against antitrust attack. 

The airlines' Air. Transport Association of America 
(AT A) immediately charged that competition would in­
crease costs. reduce profits, raise fares and end in chaos. 
"It would adversely affect millions of passengers, 
thousands of businesses in hundreds of communities, 
the reliabie transportation of mail, the welfare of 
300.000 employees, millions of shareholders, investors 
holding billions of dollars of airline debt, aircraft manu­
facturers and suppliers, and will endanger the financial 
integrity of the nation's airport system," the A TA 
asserted. 

One union, the Air Line Pilots Association I nterna-
tional, already opposes Ford's plan. The ATA predicts 

~ } that deregulation would reduce or eliminate sef\·icc on 
c:. more than half the nation's 3,1 00 non-stop airline 
\..~ Y routes. Therefore, many ma\ ors . probably v. ill resist, 
........__,., fearing deterioration of airline service and impa:rr.~ent 

of airport construction bonds. 
The \ \(: ite House is not :.;noring the opposition. Ford 

propo:,es gradual deregulation to minimize d i rupt ion. 
He J.bo proposes ftderal, state or local stJb"ij ies on 
some routes that othen•ise would be abandoned. !'either 

will Congress ignore the oppposition, particularly from 
mayors. 

Fundamentally. however, Ford is arguing that com­
peti~io :-~ will be better for consumers, cities and the ai r­
line industry itself, if r.ol for all existing airlines. P<:~ck­
aged as consumer legislation, deregulation may well be 
more attractive to mayors as well as 'to Members of 
Congress: 
Time for change: There is, however~ ·a more immediate 
reason v. hy deregulation's time may finally have come. 
The CAB, during the Nixon Administration, tilted pre­
cariously in favor of the airlines and against consumers, 
and brought qon itself tbe ire of Ford and of many 
1Viembers of Coneress. . ·. · · . 

The CAB's tro-ubles can be t~aced through a series of 
events as arcane as Watergate. Some airlines made il­
legal Ni.l(on campaign contributions a~~ provided jobs 
for Nixon aides who left the White · House_ Nixon 
named Robert D. Timrn as . CAB chairman .and the 
CAB raised fares, restricted charter flights,-.:"e!iminated 
new route awards and approved anti-competitive -air-

-, Jine agreements. Timm was the re<?pient .of extraordi­
. nary airlir1e hospitality in Florida, Bermuda and Europe. 

Timm's restrictive air charte_r . policies · incurred the 
wrath of Sen. Howard W. Cannon; D-Nev,; chairman 
of the Senate Co.mmerce Subcommittee on. Aviation. 
Timm's industry tilt prompted an investigation by the 
Senate Judiciary Subcommittee on Administrative Prac­
tice and Procedure, headed by Sen. Edward M. Ken­
nedy, D-Mass., and Kennedy has emerged as the Sen­
ate's most vocal proponent of airline deregulation_ 

On the !louse side, Timm was investigated by Rep. 
Harley 0. Staggers, D-W.Va., .chairman of the Inter­

. state. and Foreign Commerce Committee. Rep. John E. 
Moss, D-Calif., and a group of 25 House Members re­
peatedly .. petitioned the CAB . in opp?sition to fare 
increases. . . 
:·"I think you'll see action on airline ·deregulation," a 

Senate staff. member says, .. because people in the Sen­
ate and House have been unhappy with the CAB for 
five years." Cannon's subcommittee ·promises "early 
hearings and extensive analysis" of Ford's proposal. 

The opposition that the airlines face in Congress and 
from the White House is perhaps not so shattering, 
however, as the airlines' loss of the CAB. Under ordi­
nary circumstances, the CAB could be expected to lead 
the fight against a irline deregulation, much as the In­
terstate Com;nerce Commission is leadir.£ the fir.~t 
agair.st Ford's proposal for railroad deregulation. Un­
der existing circumstances, the CAB is worse than use­
less to the airlines. 

Since Ford early this year ~eplaced Timm with John 
E. Robson, the CAB has done an about-face, open ing 
routes to new trunk line competition, liberalizing chaner 
policies and d isapproving fare increases. Only Timm, 
who remains a CAB member, has dissented. Robson 
may yet sup?Qrt Ford's legislati\e package proposing 
much more drastic deregulation. Indeed, a special CAB 
staff study declared that the ··undesirable effects out­
weigh the benefits of regulation," and recommendc:d 
legislat ive de:-egul :!tion. 

Congress ,.,;!: -:!ecide next .year whether airline de­
regulation's time has come, but certainly Ford's pro­
posal is no baloney. 0 







irline 
" • ... l 

:: .. net1t1o 
TI1e domestic airline industry has been '~ _,_ 10'dmg 

pattern ever smce Congress passed the basic a\. iati0'1 
• ""w in 1938. The Ci ··1 _; c!·o:-:a:..::.cs Boa:d t .. s ne\ er 
allowed a new "trun:{" c<.r::er to er:ter the Jus:ness. The 
'--·v e":joi:-Jed the C.A.B. to promote what w:::s then :m 
infant ir:dustry ar:d to permit co.mpetition only "to the 
extent necessary." 

As a result, there has been a little competition bet veen 
airlines on such matters as food and the fashionable cut 
of the stewardesses' uniforms but none on price or the 
essentials of service. No major airline has been allowed 
to go bankrupt because the C.A.B. has masked ineffi­
ciency and business misjudgments with higher fares, re­
arrangement of routes, or carefully supervised mergers. 

The Ford .~.dministration has now proposed a substan­
tial revision of aviation law to ease the tight controls 
exercised by the C.A.B. and to expose the airline industry 
to a limited degree of marketplace competition. Airlines 
henceforth would be able to raise or lower their ticket 
prices within limits without seeking Government ?-P­
proval. 

Airlines under the new bill would find it easier to 
compete with one another on profitable routes; and 
procedural barriers to the entrance of new lines into the 
industry would be significantly reduced. The C.A.'B. has 
traditionally granted the airlines immunity from antitrust 
prosecution, ·allowing them to pool revenues, set capacity 
levels, and fix certain rates. The proposed law· would 
sweep away such cartel protection. 

.. . 
Although much of. President . Ford's rhetoric about de­

regulation of industry is· excessive and would have ad­
verse consequences if actually translated into law, this 
plan for partial deregulation of the airlines worked om 
by Secre tar<; of Transportation \Villiam Coleman and 
C.A.B. Chairman John E. Robson holds promise. 

I'\otwithstanding the initial complaints of the .lir:::1e· 
industry, accustomed as it is to life in a totally structured 
situation. the plan provides for an orderly transition. 
Some of its features would nor go into effect until 1981. 
It also protects the holders of airport authority bonds, 
airline swckholders, and others who might suffer un­
necessarily if the industry were suddenly and totally 
decontrolled. There 's no rn rit in Government regulation 
merely for the sake of regu ation. 

'• 



F r es 
For all the ritualistic denunciations 

of the "heavy hand" of the Federal 
Government uttered at Chamber of 
Commerce and Rotary Club luncheons . 
:~.nd at other meetings of industriaEsts· 
and businessmen, the approach some­
how changes when it comes to a real 
choice between more government reg­
ulation and less . . 
· Consider, for a prime example, 

these words denouncing the Ford Ad­
ministration's legislative proposal to 
free the airline industry from exces­
sive-and anticompetitive-govern­
ment regulation: . 

"It would adversely affect millions 
of passengers and shippers, thousands 
of businesses in hundreds of commu­
nities, the reliable- transportation of 
the mail, the welfare of 300,000 airline 
employesr millions of shareholders, in­
vestors holding billions of dollars of 
airline debt, aircraft manufacturers 
and supplies and will endanger the 
~inanCial integrity of the nation's vital 
airports system.-" -

Did that denunciation come from 
a dyed-in-the-pink Socialist? No, it did 
not. It came from the Air Transport 

A~soclation, speaking for the a1rline 
industry itself. 

It is not necessary to endorse every 
jot and tittle of the complicated legis­
lation-and we have our own reser­
vations on certain details-to endorse 
tlie general direction in whlch Mr. 
Ford is trying to move. 

That is, as he put it in his acc_om­
panying message to Cong!'ess, to "re­
place the present promotional and 
protectionist regulatory system with 
one which serves the needs of l:i'le J?UG­
lic by allowing the naturally competi­
tive nature-of the industry to operate." 

What the industry is saying, in ·its 
immediate blast of negation, is that 
if it is naturally competitive it doesn't 
want to be. It wants to go on doing 
business in the same old p-rotectionist 
way, competing on such frills as the 
costumes of its stewardesses but not 
on such basics as fares. 

The airline spokesmen, like those of 
too many other industries, like to de­
nounce "big government" in the ab­
stract. But when its heavy hand pro­
tects them from competition, they 
suddenly find it less opp!'essive. 



PllES!DE:\T FOHlYS PRO?US-\L to reduce sharply 
fed~r:.d regulatiO!l of the airline industry is a big step in 
the r:" >t direction. Ti·,e airlines long ago outgrew the 
ti;:,t.:!Jy.;.;r.'t regulatory system they n~eded in their in­
f<J:~cy. a;,_; the tim~ has come to try something else. ~Ir. 
F u:-d is r' ::;ht in teili:-:6 Congress that the ·'so me thing 
el~e·· ;_~:;,..:-dual ir.trocuction of genuine co:npetition into 

· t 1"ce inc:..:stry and the phased move of the airline com­
p;!:<ies into a free market. 

\':hat is most fascinating is not .:\Ir. Ford's specific 
pre;:>os<ll , it was predictable. at least in general formJ 
but rather the reaction of the industry. The plan, ac­
cording to the Air Transport Association. "would tear 
apa1·t a national air transportation system recognized as 
the finest in the world." Those hurt by it, the ATA claims, 
would be passengers. shippers, airline employees, in­
,·estors and airplane manufacturers; mail deliverv and 
airports would also suffer. The ATA apparently forgot to 
include as prospective victims the lawyers, whose ser­
,·ices before the Ci\·il Aeronautics Board would be 
needed less often. and the CAB itself which would have 
mu<:h less to do. 

The trouble with this view is that it is based on the 
<iirlines' fear of real competition. They have been 
p_roiected from it for so long that they want no part of it 
now. And it is easv to understand \':hv. No airline need 
worry now about a;1other undercutting-its ticket prices or . 
~pringing anything new on it except an advertising 
campaign. And no airline need worry about a new 
competitor unexpectedly invading its territory. The rules 
of the business are well established, and it is far easier to 
continue to operate in the old rut than to face a new. 
highly comp~titive situation. The fears of the airlines are 
increased by the possibility that Mr. Ford's program 
might eventually produce some airline bar.kruptcies; 
under the existing regulatory system. no trunk airline 

Posl 

has cn.•r gmi.:• b::':krupt. no matter hO\'; badly it w~::; 
r:1;:n<.~ge-d bec<.~u:>e tlll' CAB has worked out solutions to 
financial problems by providing new routes or higi1':;r 
prices or by appro\"ing mergers. 

It may \';el! be that major changes will occur in the 
airline indusiry if Congress adopts a program alor:g the 
lines of that proposed by the Preside:i.L The cost of air 
travel \Yilt go up in some instances anddO\t.·n in others. as 
will the quality of service on airplanes a:.d in airports. 

/There may be a decrease in the frequer;cy of flights Otl 

certain routes and an increase on others. It is possible 
that some small communities may completely lose 
sen·ice by the major airlines. And shifting the control 
over mergers from the CAB to the pro,·isions of the 
antitrust la\\"S will produce changes no one can predict 
accurately. The ,one thing that will not-and must 
not-change is control by the~goverrunent over safety 
standards . 

.\:.One of the possible changes· seems to us too high a · 
price to pay. The most serious· of them-the loss of ser­
vice in small communities-cao be offset bv the creation . 
and growth of commuter airlines. The others can be 
handled by the give and take. of the free market sys~em; 
The tight regulatory system under ,-..-hich the airlines -
haYe operated for so long has fostered competition only . · ·· 
on items that do not really matter-food and music. for 
example-and has encocraged duplication of services. 
Putting price competition into air travel and easing the· . 
way for new airlines to be established should do more in 
the long run to decrease travel costs and promote ef­
ficiency than any kind of tinkering inside a system of 
strict goverrunent regulation. Businessmen have been 
calling for years for freedom from government in­
terference with their operations and it is time to start 
giving regulated industries, like the airlines, that 
freedom. · ·· .. 

-
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. An u::s-:;phisticai:ed mind, one still cherishing 
copybook maxims of a free-enterprise economy, 

· · might well be puzzled by the howl from the air­
.·. lines at the spe~ter of greater competition 
. amongst them. President Ford advanced the 
. prospect last week by proposing to curtail 
· .. dramatically federal control of the friendly 
· . skies. The measure, said the President, would 
-: ".replace ::he present promotional and protec­
. · "tionist regulatory system with one which serves 
· .. the needs of the public by allowing the naturally 
· competitive nature of the industry to operate." 
:., · . That seems an unlikely bit of heresy. But the 
··Air Transport Association retorted with the 
-·· quickness of an Olympic sprinter coming out of 
··:the blocks. The organization, representing 
· majorcarriers, said in anguish that the plan 
. ~ "would tear apart a national air transportation 
.. system recognized as the best in the world." 

The trade group beseeched Congress to reject 
- · the legislation because it would cause a "major 
·. ~ reduction or elimination of scheduled air se~lice 
: ~ to many communities and would lead inevitably 
· · to increased costs to consumers." The White 

House, on the other wing, contends the plan 
should result in lower fares and would make it 
easier for new air carriers to enter the market; 

·. the Ford plan also would provide ·alternatives 
~ . for retention of service in towns or cities where 
. an airline would like to scuttle unprofitable 

· operation. 
President Ford has been composing a cancer­

. to on the theme of reducing governmental domi­
nance and regulation, an effort with which we 
concur. The airline proposal follows his earlier 

· plan to reform railroad regulation, and similar 
modific~ltion is due for the trucking industry. 

The apocalyptic visions of the trade associa­
tion might lead a layman to conclude, not 
unre.1sonably, that p:-~e::ms to a free market are 
appropriate only i!1 after-dinner speeches by 

airline vice presidents. In fact, the big carriers 
have become right comfortable beneath the 
blanket of federal control, with its concern for 
their health. From time to time, of course, the 
airlines protest government's heavy hand but 
that usually reflects their frustration. at the 
lethargy of the Civil Aeronautics Board in mak­
ing regulatory decisions. 
. We fail to see the calamity for air transporta-

. tion that will "inevitably" follow relaxation of 
the federal role. Under the tightly controlled 
operations that now exist, about the only com­
petitive elements in airline travel are the 
stewardesses' attire, the indifferent ~uisine and. 
the snappy slogans. . 

. Under the administration proposal, the Civil· 
Aeronautics Board would be stripped of its au­
thority to approve joint ag'teements among air..: 
lines to limit competition, such as combined 
reduction of flight schedules. Btit the key provi­
sions of the plan would make it easier for air.: 
lines to raise and to !ower rates without interfer.:. 
ence from the regulatory agency. It would also 
permit airlines greater ease in expanding or 
contracting routes, and would impose stringent 
new time limits on CAB. consideration of airline 
mergers and like matters. 

Mr. Ford's notion is expected to encounter 
turbulence on Capitol Hill from senators and 
members of Congress receptive to the trade as­
sociation's assertions of truncated service at 
smaller towns and cities --a suspect argument, 
it seems to us. · 

The President pointed out in his message that 
the airline industry. "could no longer be called 
an infant" and, therefore, the protective govern­
ment function dating from the CAB's establish­
ment in 1933 has outlived its purpose. 

We second the motion. Why not try an infusion 
of free-market energies into the airline indus­
try? It might work. 
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~roposals to refo---:-:: ·:~: Civil -~~:o-­
nautic~ "2.' .:-~. sent to Cc"l::.r::~s on 
-:)c~obe~ Jl~~ - is :~ot whe:her -chev :-!~.;; 
_ .:_ ... J Ullt \Vhccf,~r ~hev ai ~ aimed at tl-'e 
r:.:.-.t tar-e:<::t. It is the airli;-:::s. not :::;e 
C~-\B. that most n<::ed refonn. Almost 
·-::.:eu exception trey have b-::·~·o::1e 
~:J::;-: cavy Vv1th expe::si·. e sta!f. 2.110'-'-ed 
;::-:eir labour costs far to outr:.:.1 pro­
d:.:cciviry g.'lir.s. :·x:ug!:~ -.. ... iJdly e x:;:;c:1sive 
new jet aircraft \it is :1 rare Boeing 7 4 7 
~:f:ar is mak.in~ ~oney for its o;:;cr2tor 
''"'r ::;,' and then raised f~es 3...'1d rates 
~.:.~.: cis verging on the prohibi,ive. 

W11at the CAB needs, accordipg_ to 
t:he preside~t, is iess re:1son (and 
aL.,:-:ority) to ·gi•.-e the air~ines every­
thing they want every time they come 
cr_;Ing lO the board cecause their labour 
-::::-51:5 or their fue; co,;:.; are up. \Vhat 
:~e airlmes :.ced, he says, is to feei more 
cr :~c stimulating massage of compeu­
t.cn. The bill he has sent Cocgress 
pur . 'Jes both goals by propcsing to take. 
::.:~>y from the CAB some ofts'l~ powers 
:: i:0lds to set fares and rates that protect 
r:-:e !e~t efficient and to ex em~. :llrlin_es' 
r~-rrrum-cf-trade agT::e:::eo.ts .tr·.:; ::-: ovi1 
.. :id criminal antimlSt ;-..:nalties. 

?or 35 years t~~ CAB has protected. 
,:-.e ai1 :iiies from comper:~:on by ;efusmg 
:o :::~~ ::t a '·cer:::.cate cF cc r:;,·en;ence 
~::d- necessitv" to a sincz!e aaoE.::::r.t 
: ~r :::. ;;ew trUnk Ene. s,-, ~~ .:!icit has its 
2.!1cl-competi:ive polcy been !~at few 
:- ·,?,:ing airl0.e co~- •:1_:es ~ave eve:: 
c.-::':-:aed to me ap~t; \. ~ . :: . .-::. tor ro-·.c~ 
,:-:ac no existing air:;::e was serving. 
P;esident Ford would ch~:- ~e all that. 

.-\ smaller c i>J:ne-su:,; as an air 
taxi operatOr or a charter-only c<~~er­
CC't..:.id ,:Z ~in ...:.1try inlo the r.1c.~ic clrc!e of 
c.e:-:i :1.::ated route carr·c.> ov several 
r:ew '-"a vs if the oresider:t"s biil were •o 
-ecome ·law. C .. e· way would be to buy 
,-: ~0·.:~.::; c01 ::d te "'- 'd. or swaaoed. 
'-' . t>l n inimal imen'er:::nce f;om the CAB. 
c:._ '\:-r ,:- ··' .. ~t: te s'f.l·a ~T:';ilg !s ~oing on nov..·, 

·"; little s:.1!e or· rcuc~s anr::. undc:~ 
,.- -\ '~ ~'c'!!cy .. -·1 \y :o another .::~nifted 
r-:•: .. :.:: ~~<rier. The Ford p'an wr:-•.::d open 

the dol)" ·.vid::: to sales and sw~es. 
Pe-:.aps mo~e signi fican., aDv -r:t. 
willin_,:?. a:-: : - ' .'e" c.::.nier coulJ ->t:1n up 
:: ne-. scheJuled service bet·.\ecn a:.1y 
tv.o cities not o.lr.:aJy enjoy!n;r r:o!1-
~~ ... -'~~·'.? ·...,J · J ~ntF !·_,.-.,~~t: ·_,v 

give :1 lc:::, up t the more rr ::"1 2Ci·J sr;,,;ll 
~!; taxi op.:r:.c:ys who :.lie brin:;>".; 

2-i rlin::: -tv"Je se:v·ice to s·nali towns and 
cor.: :-: -=·ties tnat th.: r: -.~~ -~" ·: ,_ ~-: 
carrie~:.; do nvt J.::;:Pl prv5tabie. , ne 
CA.B recer•' · _:;0··-c:J them to ooerate 
30-seat ain.:r<L , ·.•. i-.:lOUt oc: .:o~·.- i ~g en­
f:1esi-~ i: ~he r~ ·tricti ve CAS re\!ula­
ti0"5 Pres:-:J.ent Ford would allo·,v ri":.:i':"l 
un to 55 ~c.:.: ·s. This ·'rill tJc'mit r"'e 
s::- ~ .. :.1 ~ -~.·::.:~·.s to use r.:~:r·~ .; r:1 .... -: :-- ·u ... · _: 
mo;-e co~ c0rtac: 2 turc -prO? a.Jrcrru·t. 

rr:e 1-:::.; :Jso ~.::e',s "to briJ:g about a 
li;rj":!d deregulation of fares and rares _ 
A r present t!:e CAB fixes a narww 
ba:1d of :~·~:::<; ._,·ithin ··.'l hich it is pr.­
p~ed to apprcl'.~ tariff c\-.'lnges. Citing 
the growth of c::..:t-r::::; ; '~ra-sure airl i::.:s 
in cv ih Texas and C:1~ifomia, Mr Ford 
proposes to give ai;lines a wide band 
of pricing discretion, with the board 
limited to S-'!tting a rr:.aximum level. as 
well as a r::i.n.imum based on direct 
o;:;erati:>g costs. This is not li!<~!y to 
change airline f:lres a s much as t.':e 
presi.::~::nt see1::s to think, since the deep­
rooted cartel instincts of Li:.e airlines 
make them incapable of thinking aoout 
ci:Te:-ential prici..~g f:::.r the ~arne services. 

Even if the president's · proposals 
were to meet \>ith mdustry apprO'.~~­
and thc:v ::ave not-Co;:grc:ss could do 
l.itt!e about them tbs vear. As it is, the 
ai:-!i::es, through their- trade spoke:,;:ten 
at t~e Air T:-an:,port P.ssociation, ha\'e 
condemned the Ford plan om of hand 
as a three.~ to ·'tear apart a no.tiona; air 
system recognised .1s the finest in the 
\vorid" . This ext:-;:;;ne view will very· 
likely be refuted in the public r..~arings 
next year. perhaps even by the CAB 
itself-which so fa;· has maintai..11ed a 
discreet ~·· ::1ce abo'...!t .ts views on the 
;:;~esident's j:bn. 

One ·. c:cc: in favour of the :;r"'·-·· .:.!s 
is that Jf Senator L:ward "..::ennedv. 
wh0 ;. .~ teen holding hearin'!s en a•::a­
tion re :-orm. His commJc~ee·s ~ _ · ;:,:t. 
which is not publ ished yet. would go 
fan her do'' :1 the refo:TYJ road than dces 
tl:e president. But even tl:e Kennedy pian. 
when it is fi-::"!Jy revealed, will net get at 
the heart ·~t such ... j-l;!1e probie:-:1s ::s 
gross in~.:. :lc1ency. uneconomic size. 
unrealistic federal subsidies. costlv 
in:>tedness ·~:-.d -'1e most to;:- ·bc:l,·~· 
r;: __ : . ..:~-r:~r:: lJ ~atio of almost one \ i.::e­
presK~e!1t ;::'"'" .' ork!:1g jet fu:- several of 
J·::: Ian!~ c.;..:..rr:..:~:;) since the he,.·da\. of 
tf.c Pe'O n Cc• · :1 Rail;oad. To ~::::!! 
the :-o.tier.t bv .:··ring the physi ... .':ln -.vill 
take J.!on_,r ti:T:c. 
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. tive·~· for.'ti:e·Jine;:;;Ahong::othenthing3;-,it 
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-w-n.;; a->-nonevent::..:!ar.~ali'-tb.~.df!terence 1t 
. h3-~ mada::·~· tb.e-:.way_;.wa.rLsti-eet:batt.:a 

$~~~~~;~~fi~;0;1:~i_E;; 
'Sac~ & Co:;.ior. in.staiice;.J:2.3 _beeu mald.-:g 
·a '::'C.o:itive• ea.:;~ !or-ou..-cha.3~ of sehct~d alr­
u;e i3sue3 -tor~.3eve.rafciocL'l.3 and- oee3 lit~ 

. ile c!:ange-in tb.e·· S:it-.:atfon_~:.~-j~::·-~.,: "' ->~ ·-:· :: . 
''The real ~pac!.· [s _the_cloud .tit will 

re::1~- over ·the· CAB,~·-iSa.:rs· ::rrr:~ An:lel.:.. 
bo. ~·tiuf~ re:llkeY.,-t.Citi:e stOcks i.3 t!:at 
so~e- como:Janies still--_will beo in a. golden 
pc.sir!on ·.t~ ·' il"!1prov~. th~ir:": fl!.;da.rne!'ltals. 
It's dangerou3 to -jtl3;..1o6k · a~ the industr-.f 
c.s a wi':ole. It you look . at Specific-· stocks, 

. tte:: are atn':!ctJ.ve forpur·::..".ase.'::-: ·. · :_ 
~rr. Armelli!:o has-been -reco62ending.-J 

::':urt!::west, -W~tarn -~and ' :UAL .. :-iational i 
al.30 i:a..:~ been among .hi.3 reco:r.mencat.:on3, I 
st.:oject recently"t.o the t;ncer.aL•:ie3 genu--: 
c. : <:ci by a stri.ke of. .lligi:c:. a::end3.nl3 Ll-tat: 
:;eg-::...1. Sept 1 .. - · : . :_-_-~-- · .:. _ . _ ! 

a:;;:~had's :llti:r.:Fr!ed l:a..s taken ·a ge::er-: 
a:.:,· ;:;OOi:ive stance O!l3everallbes he con-i 
s:ct~; the strongest ·tr.anc!aUy,- s-t:ch a..:~·, 
uAL, Delb a..'ld )(ortirwest, although he be- i 
I:<!v~ it t.mli!;:ely the stock.:s ,..-;,.!1 outperform ! - , . . .- . 
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George F. TVill 

On Eastern Airl ines tlighl 551 from 
Houston the other evening u stewan.le:;s, 
5n,ll!ing t~ take the Sling from v;hat ;my 
r~asor.:~ b .e Jury would cons1dcr a hostile 
net, p1:1ecd before me the standard airline 
mC CJ . 

Sra~oned air travclers1 like prisoners of 
l'.'ar, arc ingeninus at mventinr, mental 
tncks to di~ t r:.~rt tlwmselves from the 
terror<; of their situation. With the rlcvll­
nHiy-c<~rc courn gc bcqucnthcd to me by 
lj l'lll'fa I ions of fight ing Will ancestors, I 
makt: a g:.~mc of mealtime aloft by trying 
to gur· ,-s what the good is (an1 rn ar, 
\T f: t'lJhlc or minerall, a game that 
proc<:L·<I; throu 1~hou t the meal because 
cumsumption provides few hints. 

l3ut on nir,ht 554 I WtlS distr<lctcd fl'Om 
the gnmc by what ap[X'arcd, at first 
gln ncc, to be. a strange growth on the 
<l11111er roll. On closer inspection Ulis this 
pro,·ed to be not a malignancr, but o tooth­
pick embedded in the roll. ( f11e roll was 
1 irrn CIIOU(-i h to suprort a railro.:~d tic.) To 
the toothpick was ;~!fixed a little paper nar; 

•' i j,! ' "'! ' ' . , .. I ;:ol' .:1 ;··j 'I ' • 1.' 
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of the stittc of Oregon, o beaver rampant 
on a field of blue. . 

I am not easily surprised, least of all by 
what comes from airline galleys. But111Y 
curiosity is stirred whenever flags arc run 
up over m~ dinner roll. Fortunately, 
Eastern, wh1ch considers man's intellect· 
as well as his stomach, provided-beneath 
tile plastic tub of what was either coffee 
cream or salad dressing-a printed ex· 
plnnntlon: . 

"J\:.1 n 11lccntcnnlol !ialutc to each of the 
fifty states, Eastern is providing repl icas 
of tl!c sto.te flags. We hope the fl a[~ you 
receive WJJl serve as a memento o your 
fliJ:ht-nnd as a reminder that all across 
our country there ore new sights to sec 
new cxpcncnces to enjoy, in this 200th 
birthday celebration." 

ot toclay's rcgulntPtl politica l ccouomy. <five United, i\merinn, T\\'i\, F.asl ern , 
The flag is, I thill l<, a fair !;a mple of whJ t Del ta-have abo ut 70 J>< r cent of domestic 
passes for competition In a thoroughly bustncss ). This prolc..:ts the intlustr'( from 
regulated industry. · what is known, in the jargon o com-

\' I' · forta bly regulated "free ente rprise," as 
1 1r mcs n.1ust tax their . in~aginations to "ruinous compe ti tion." 

come up W1lh ways to dtstmguish them- Most American corrJora tions divide their· 
selves: The straightforward w:~y to · · · 
compete-by lowering prices-is illc)'al. energies between announcing rcgulntionln 
r 1 d ( d 1 1 general <~nd lobbying like furies n~~inst 
nc cc , n r. ern court n!cent y Ci ncc 19 the dre:ld s\Jl'clcr ol deregulation piJns 

t~·a~sal!n~t,ic ai rl ine~ (Includi ng two U.S._ tlJ,'l l ,111.t!C t t lem. ncccntl.v, for cx:~m 11t e , 
Oirhncs, IWA nnd Pun i\m) for the ' 
criminal outrage of cutting fares bcne;tt h the three lnrgc:;t clornes t ic 
levels approved by the U.S . Civil ui rli nc~-Unitcd , Ame rica n, TWA- joined 
Aero11autics IJoard. in denouncing a Ci\l3 pl;~n for permitt ing a 

smidgen of flcxibili ty- w.hich might mc:111 
Of course, U.S. airlines are not host'le to competition- in route structures and 

regulation per· sc. Like most rcgul::ttion
1 

pn,'ii•g. 
nirl inc rcgulr~tion is ll1 c thcrory nno 1\lost a irlines nrc qu ite content with the 
practice ol commerci::ll feudalism, and prcl'a iling system of commercia l 
nirlines adore lt. It:; primnry function is to feudalism. They prefer the dccoruus, tidy 

Some travelers-rend that as just another 
commercial message for the 1.3iccntennial 
season: Don't a birthday parly-poopcr. 
Fly somewhere on Eastern. Dut the llltle 
flag Is more than an Inspiring symbol of a 
proud state. It ulso Is o depressing symbol 

regulate (restrict, really) entry into the competi tion of their current situation in 
. business (in Its 37 years the Ci\l3 h:-~s not whtch they dis ti nguish themselves from 

authorized n single new major carrier), one another, •wt by the pr ices ~hey ch:~q;e. 

·, . · 1,, 

award routes and set prices. .. but by the way they decorate thei r 
Thus government regulators apportion aircrnft, their stewardesses, and thei r 

markets among ·established airlines dinner rolls. 
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