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ANSWER OF DELTA AIR LINES, INC.

DdtaAir Lines, Inc. (“Ddta’) hereby submitsthis Answer to the competing
aoplications of American Airlines, Inc. (“*American’) and United Air Lines, Inc. (“United”).
Ddta s gpplicetion (1) to provide additiond critically needed Paris capadity from a itsmgjor
Atlantahub, and (2) to provide a second daily flight & New Y ork in replacement of Tower Air
a JK, where Ddtais the only gpplicant operating amgor domestic connecting complex --
would be the two best choices for 14 of the 15 avallable frequencies
l. THE DEPARTMENT SHOULD SEEK TO MAXIMIZE NEW U.S-

PARISCAPACITY IN ORDER TO OBTAIN THE GREATEST
PUBLIC AND CONSUMER BENEFITS.

Ddta s proposd to introduce asscond daily Atlanta flight with large-cgpadity B-777
arcraft would be the mogt effective use of the seven currently available opportunities. In
limited-entry markets such as France, the Department and competing gpplicants dike have
recognized the importance of increasing capeacity in order to maximize the economic and other
public bendfits of an awvard. Ddta s Atlanta hub iswithout equd in terms of its bility to project

new sarvice and competitive benefitsto virtualy every region of the country, and adding
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subgantid new Paris capedity a Atlantawould produce the greatest public benefits of any
proposd.

Although U.S-Paris cgpacity today remains scarce, there are currently awide variety of
competitive U.S-Paris services available from every region of the United States. NineU.S.
and foreign-flag carriers provide nongtop flightsto Parisfrom 17 different gateways DL-4.

Indeed, & the New Y ork gateway in particular there are five carriers offering deven
daly Paisflights In Chicago there are three carriers providing four Parisflights, and a Sen
Francdisoo, immediatdy adjacent to San Jose, there are two carriers providing two dally flights.
Id.

In drcumgtances invalving limited-entry markets where consumers dready have awide
vaiety of geogrgphicaly diverse competitive choices, as United has previoudy urged, “the
effect of the carrier’ s sarvice proposa on cgpacity, rather than its effect on market sructure, is
the most important competitive dement in this procesding.” See, UA-RT-1 a 6, Docket OST-
99-6284 (1999 U.S.-Brazil Combination Sarvice Case).!

Ddtd s Atlanta proposd will utilize the largest capeacity arcraft. With 277 seats
DdtasB-777 isfar larger than the equipment any other carrier proposes. The B-767 arcraft

proposed by American and United would seet just over 200 passengers. Thus, Ddtaa Atlanta

! United’ s obsarvations, while true here, are nat applicable in the Brazil Case where Ddlta, a
viable compstitor, is S0 severdy handicapped in terms of its frequency holdingsthet it is unable
to compete on par with its competitors. United outnumbers Delta by four to onein terms of
Brazl frequendes Here, Ddtais not only proposing the largest arcraft, but aso holdsthe
fewest Paris frequencies of any goplicant.
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would offer 34 percent more seats than United a New Y ork, and 36 percent more capacity
than American & Chicago or Sen Jose DL-3. Thissubdtantid cgpeacity advantege isimportant
to consumers attempting to secure seats on the limited number of Paris servicesthat may be
operated during the remaining term of the trangtiond period. The availability of over 200,000
additiond annud U.S-Paris seets a amgor hub gateway such as Atlantawill offer the greatest
competitive benefits to consumersin dties acrass the country.

. DELTA HASTHE FEWEST PARISFREQUNCIES OF ANY
APPLICANT.

American and United are, regpectively the firg and second largest U.S. carrier
operaorsto France. With only 21 Parisfrequencies a its digoosd, Deltaranks adigant third
to the 49 Parisfrequencies held by American and the 35 Paris frequencieshdd by United. DL-
1. Put another way, American is authorized to operate nearly two and a half times the
number of Paris frequendes as Ddta, and United more than one and a hal f times the number
of Paisfligntsas Ddta. |d. Dueto thar subgtantia frequency advantages, American and
United each operate nearly twice as many U.S-Parisseatsas Ddta DL-2.

Ddtashould recaivefirg priority inits bid for Parisfrequenciesin order to beginto
offsat the subgtantia frequency advantages now enjoyed by United and American. Sincethe
trandtiona agreement with France was Sgned, American has been dlocated 14, and United 7
additiond Parisfrequendies. Ddta has twice sought frequendes for a criticdly needed second
daly Atlanta-Paris flight, but Delta has received no Paris frequenciesin ether of the two prior

France frequency proceedings.
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It isno answer to say that because Ddta has an dliance with Air France, Ddta should
be preduded from offering its own criticdly nesded sarvice a its primary Atlantahub. While
codeshare sarvice is an important and beneficid way for carriersto expand online service
options, it isnot asubdtitute for acarrier’ sown direct service. Moreover, as observed by the
Depatment inits Internationd Policy Statement, one of the migjor benefits of codeshare
rdationshipsisthet they:

“provide a codt-effective way for cariersto enter new markets, expand their sysems
and obtain additiond flow traffic to support ther other operations. . . By simulaing
traffic, the increased competition and sarvice options should expand the overdll

internationd market and increase over opportunitiesfor the aviaion indudry. U.S,

arlines should be mgor benefidaries of this expangon and the concomitant incressed

service opportunities ..." 60 Fed. Reg. 21841, 21842 (May 3, 1995)

Conggent with the principles expressed in the Department’ s Policy Statement, Ddlta
should be permitted to enjoy the bendfit of the new direct service opportunitiesthet its growing
dliance network with Air France has simulated — and not, as Ddtal s competitors have urged in
the padt, punished for having entering into an dliance with a French carrier. Infadt, the
Depatment spedificaly rgected such arguments by American in the lagt France frequency
alocation proceeding:

“we are not persuaded by American’ s sructurd arguments againgt an award to Ddlta

The crux of American’sargument is that Ddta should be exduded from awvardsin the

trangtiond period because Ddta has a codeshare arrangement with Air France that

afordsit additiona accessto the U.S-France market. While we have certainly taken
note of the DetalAir France rdationship, we do not regard it as contralling here”

Order 99-8-24 at 5.

American and United each operate subgtantidly more Paris sarvice than Ddlta, and the

Department’ sdecisonsin the two prior France frequency procesdings to award trangtiond
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Paris frequendesto American and United, but not to Ddta, have given those carriers an even
grester competitive advantage in expanding their U.S-Paris sarvices. Itisnow timefor the
Department to beginto leve the playing fidd by awarding Ddtaitsfirs Parisfrequendesin
three years under the new U.S.-France agreement.

1. ONLY AN AWARD TO DELTA WILL ENHANCE GLOBAL
ALLIANCE COMPETITION.

Ddtd s budding SkyTeam Alliance with Air Franceis in fact, acompeling reason
supporting the grant of additiond Parisfrequendiesto Ddta United isthe lead member of the
STAR dliance, with more dlied carriersthan any other. Likewise American leedsthelarge
oneworld dliance, and American a0 has established codeshare dliances with Swissar and
Sabenafor locd and connecting passengers a Zurich and Brussds. Thus, United and American
have dliances with multiple European carriers, and both enjoy connecting service opportunities
a severd European gateway hubs.

While the SkyTeam dliance is destined to join the ranks as one of the world' s premier
arlinedliances, it istoday initsformetive dages The Department should foster and promaote
globd dliance competition by awarding Delta the frequenciesiit needs to build and enhance
competitive treffic flows over the SkyTeam dliance s sngle European hub a Paris s Charlesde
Gaulle Airport.

Because of the high demand for U.S-Paris sarvice, and the current limitationson U.S-
France frequendies, Ddtais not able to operate sufficient cgpeacity to accommodate dl of the
locd and beyond-Paris connecting passengers that desire Ddtasarvice. By awarding Deta

additiond frequendies, not only will the Department benefit subgtantid numbers of U.S-Paris
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passengers, but it will significantly incresse comptition in thousands of connecting markets
where SkyTeam competes with STAR and oneworld.

IV.  ATLANTAISTHE LARGEST HUB GATEWAY AT ISSUE IN
THISPROCEEDING.

In limited-entry markets such as France, the Department has congstently found thet the
best way to enhance access is to authorize new sarvice from mgor hub gateways. Ddtawill
offer the mogt Paris cgpadity of any goplicant from the largest U.S. arline hub.

Atlantaisfar and away the largest hub gateway a issuein this procesding. Deta
operates some 900 daily flightsto over 160 nonstop destinetions, giving Atlanta the undiouted
title of “world' slargest arline hub.” The unpardlded sze and scope of the Atlantahub
operation gives Ddtathe ahility to benefit more online passengers than any other gpplicant.
DL-7, 8,9, 10.

American’s Chicago hub —the only ather propased gateway thet could legitimeatdy be
conddered a“hub” —is condderably amdler than Atlanta American’s Chicago hub offers only
about hdf the number of flightsto athird fewer atiesthan Atlanta. DL-7, 8. Furthermore, with
repect to dtieswithin an optima 20 percent dircuity routing, Delta at Atlanta serves over 100
ctiesto American’'s 71 a Chicago. DL-9. With four daily nongtop flights operated by three
different carriers, plus competitive nongtop codeshare sarvice from a fourth, Chicago dreedy
recaives more than adequate leves of sarvice, and the network benfits associated with
authorizing asscond Ddta sarvice & Atlanta are substantidly greeter then authorizing a second

American savice a Chicago.
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Despite operating the B-777, the largest arcreft initsflegt, on the Atlanta-Paris route,
Ddtadill facesacriticd cgpadity shortfdl a its primary hub. By contragt, with 49 Paris
frequencies a its disposa, American dready has ample sysem-wide capacity to accommodeate
al of its Paris passengers. Thisis evidenced by the fact that American does not operate large
cgpacity arcraft on any of itsseven authorized Parisroutes DL-5. American should not
recaive a second Chicago frequency (its ei ghth Parisflight) to operate sysem capacity it does
not need, a the expense of the substantialy greater cgpacity and network benefits of Ddtd s B-
777 Atlanta proposdl.

American’s San Jose and United’ sNew Y ork proposds pae compared to the behind-
gateway connecting benefits of Delta s Atlanta hub. American servesjudt 8 dtiesfrom San
Jose, and United only 12 cities from J=K, within 20 percent circuity of Paris, compered to 104

such dties sarved by Ddtafrom Atlanta DL-O.

V. DELTA’'SATLANTA AND NEW YORK PROPOSALSARE BOTH
SUPERIOR TO AMERICAN’'S SAN JOSE PROPOSAL .

The Department should not use one of the rare trangtiond opportunitiesto entertain
American’s speculaive San Jose-Paris proposd. San Jose generates dramdtically less Paris
traffic than any of the other proposed gateways. DL-13. Moreover, in addition to multiple
one-stop connecting services, San Jose passengers have excdlent Bay Areanongtop sarvice
options a San Frandisoo Internationd Airport, just 30 milles away, where United and Air

France both operate daily service with jumbo szed arcraft.
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Because of San Josg swest coadt location, it isnot well Stueted to serve asa
connecting hub for serviceto Paris American sarvesjugt eight dities within 20 percent dircuity
of San Jose, as compared to 104 such ditiesfor Detaa Atlantaand 29 ditiesfor Ddtaa New
York. DL-9. Furthermoredl of American’seight potentid connecting cities areedy receive
savice viaone or more of American’sSx other Paris gateways

With dmog no available connecting feed, American mugt rdy on the smdl and
unproven San Jose-Parislocd market to sudain its proposed sarvice. In the year ended June,
2000, only 4,100 passengerstraveled between San Jose and Paris. DL-13. By contrad,
Dédta s proposed New Y ork gateway generated over 900,000 Paris passengers (220 times
mor e passenger s than San Josg), and Ddlta s proposed Atlanta gateway generated 81,400
Paris passengers, (20 times mor e passenger s than San Jose). |1d.

Deta undergands and gppreciates San Jose' s desire to secure nonstop sarvice.
However, given that dl regtrictions on Paris sarvice will be lifted by 2003, American will have
ample opportunity to introduce its proposad service in the foreseegble future. In the near term,
the public interest requires that the Department put the scarce trandtional opportunitiesto use a
mgor gateways such as New Y ork and Atlanta with the proven ahility to benfit large numbers

of loca and connecting passengers.
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VI. DELTAISTHE BEST CHOICE FOR SERVICE AT NEW YORK.

New York isan important gateway, and, second only to Ddta s Atlanta proposd,
should recaive priority congderation for an avard. The choice then becomes, as between Ddta
and United, which would be the better carrier to replace Tower Air a New York.

United would be anew competitor on the route, whereas Ddtawould add to itsexisting
savices At firg glance, the suparfidd choice might beto sdect a new competitor. However,
upon closer examination, it becomes evident thet Deltawould be the best choice for sarvice a
New Y ork, because United would benefit only New Y ork locd passengers, while Ddtawould
benefit travders not only in New Y ork but in the numerous additiond U.S. dities Detasarves
behind its JFK gateway.

TheNew Y ork-Parisroute is dready highly competitive. Today, there are four carriers
operating 56 weekly flights from JK, plustwo carriers operating 21 flights at Newark. DL-4,
12. Authorizing additiond Detasarvice a New Y ork will ensure not only an extrameesure of
competition & New Y ork, but dso an intengfication of network competition in dtiesacrossthe
United States to Paris and points beyond. By contradt, the addition of asingle dally flight by
United is unlikdy to have any subgtantid impact on the highly competitive dructure of the New
Y ork-Parisroute.

United dready enjoysalarge Paris capacity advantage over Ddta. United operates
9,730 weekly Paris seats, compared to only 5,243 for Ddta DL-2.  With 35 weekly Paris
frequendes a its digposd, United has the luxury of double-dally flights a its Washington hub, in

addition to daily sarvice from each of its Chicago, Los Angdes and Sen Frandisco hubs. DL-4.
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With only 21 weekly frequencies, Delta can only operate three Paris services, and does not
have the aaility to operate double-daily service from any hub without sacrificing an exiding
gateway. 1d.

Ddtawould not object to United moving, for example, one of its two Washington
Dulles-Paris sarvices to JFK, if United wastruly interested in providing sarvice @ New Y ork
and usng the available designation opportunity. However, it would be unfar to authorize
another United sarvice a the expense of an award to Ddta. Were United to receive an award,
and Ddtanone, United would then enjoy a 100% Paris frequency advantage—42t0 21. DL-
1

A New Y ork award to Ddtawill promote and enhance dliance competition in
thousands of connecting markets world-wide. Ddtaserves 29 cities behind JFK compared to
just 12 for United. DL-11. On the other Sde of the Atlantic, Parisis the one and only
European connecting hub for the SkyTeam dliance, but Parisis not aconnecting hub for STAR.
With multiple Europeen carrier dliances, United s STAR dliance has the unrestricted ahility to
flow traffic over anumber of European hubs. Conssquently, the only effect on dliance
competition an award to United would have isto frugtrate and block the devel opment of the

nescant SkyTeam dliance.

VIl. AMERICAN SHOULD BE REQUIRED TO RANK ITS
PROPOSALS.

With 49 weekly Paris frequendes, far more than any other carrier, both of American's

proposals should be afforded sgnificantly lower priority then ether of Ddta s or United's
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proposds. Nonethdess, if American isto be conddered & dl, the Department should require
American to rank itstwo proposds by order of preference, and any award should be based
and condiitioned upon the specific merits of the individua proposd.

The current digtribution of frequendiesis o lopsided in favor of American that an avard
of further frequencies could only be judtified by an extraordinary showing thet aparticular route
urgently required sarvice (a burden which neither of American’s proposas have met).

With 49 exiging unregtricted Paris frequencies, American dreedy has tremendous
flexibility to tailor its sarvicesto the nesds of the marketplace” In Similar circumstances, where
American enjoyed atremendous advantage over other carriersin terms of its Brazil frequencies
the Department found it gopropriate to condition American’s award to the particular mearket
sarved. See Order 96-3-47. American should not recaive an award here, but if the
Department isto legitimatdy consder American’s proposals, they should be required to be
ranked in order of precedence and any award should be grictly conditioned to the proposad

route.

WHEREFORE, Ddta urges the Department to grant Ddlta 14 weekly U.S-France

combination sarvice frequencies for its proposed Atlanta-Parisand New Y ork-Paris services.

Respectfully submitted,

2 American has previoudy advised Delta thet it would oppose asimilar request by Deltafor
flexibility with regard to Ddtd s existing France frequency dlocation. In these drcumstances,
the flexibility conditions American has proposed for itsdf here are particularly hypoariticd.
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