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Only by awarding Continental
 frequencies for U.S.-Turkey codeshare service can the Department ensure that new competition for U.S.-Turkey passengers will be injected into the U.S.-Turkey market pending the termination of codeshare limitations next year.  Since Delta and United are both engaged in antitrust-immunized codeshare alliances with their U.S.-Turkey partners, neither carrier will offer any new competition, any on-line connection or any new on-line fare which could not be offered through its antitrust-immunized alliances.  Every single one of the service benefits alleged by Delta and United can be provided today as on-line services by their partners.  In sharp contrast, Continental competes with KLM, its codeshare partner, and can offer new U.S.-Turkey fares and services independently.  Only by selecting Continental will the Department provide an entirely new network to compete with existing U.S.-Turkey services, and only by providing Continental, the only new entrant in this proceeding, with U.S.-Turkey frequencies will the Department take full advantage of the new opportunities available under the U.S.-Turkey bilateral aviation agreement.  Continental urges the Department to grant it seven frequencies for New York/Newark-Istanbul service via Amsterdam immediately and, in the interest of expedition, withdraws its request for seven frequencies to offer Houston-Amsterdam-Istanbul service.
Continental states as follows in support of its Reply:


1.
Continental is the only applicant in this proceeding proposing to provide truly new service between the United States and Turkey, and Delta has conceded it is “likely that the Department will award Continental seven frequencies.”  (Delta Answer at 2).  Every one of the proposed Delta and United on-line connections for U.S.-Turkey service can be offered by their partners as an on-line connection, and the U.S. and foreign partners can already agree on the fares and services to be offered on the very same flights for which Delta and United seek limited-entry authority to display their own codes.  The only practical effect of awarding codeshare frequencies to Delta is adding a DL/DL on-line connection to AZ/AZ and AF/AF on-line connections, and the only practical effect of awarding codeshare frequencies to United is adding a UA/UA on-line connection to LH/LH on-line connections, filling computer screens with connections offered by airlines not competing with one another.  For this reason, the Department should award Continental seven weekly codeshare frequencies for New York/Newark-Amsterdam-Istanbul service immediately, so Continental can begin preparations to secure foreign authority and market its new service while the Department decides whether Delta or United should receive the additional seven frequencies to bolster its current service.


2.
None of the voluminous arguments advanced by Delta or United in this proceeding can obscure one simple fact – Continental is the only new entrant in this proceeding. 
  Delta will resume offering its own daily nonstop New York-Istanbul service on June 1, 2002 and is already offering daily U.S.-Turkey codeshare service with its partner Air France.  United is attempting to hoard seven frequencies in addition to the 14 it already holds.  Both Delta and United have sufficient authority to provide twice-daily service to Turkey.  In rejecting Delta’s application for additional U.S.-Turkey frequencies when they were last available, the Department based its decision largely on the facts that “Delta is the only U.S. carrier serving the market with its own aircraft” and that “Delta provides daily service in the U.S.-Istanbul market under its code-share arrangement with Air France.” 
  The Department reasoned that since “American and Delta operate at least twice daily service between the United States and Istanbul,” providing authority to carriers with fewer frequencies “would afford the public more competitive service options.”  (Id.)  Only by awarding Continental authority to enter the U.S.-Turkey market for the first time under its codeshare with KLM will the Department achieve the goals it articulated when allocating U.S.-Turkey codeshare frequencies in 2001 of “expand[ing] the U.S. carrier services in the market” and “provid[ing] the travelling public with more service options.”


3.
Delta argues that dicta in the Department’s decision awarding it frequencies in the 1998 U.S.-South Africa codeshare proceeding require that Delta’s proposal to serve six gateways in this proceeding should be accorded ‘“significant weight.’”  (Answer of Delta at 3 quoting Order 98-11-14)  In the 1998 U.S.-South Africa codeshare proceeding, both Continental and Delta, the only applicants in the proceeding, were new entrants, and neither carrier had an antitrust-immunized alliance.  In this case, however, Delta is an incumbent, each of the gateways it proposes to serve already has online connecting service, and its foreign partners can offer on-line service between Turkey and points beyond the U.S. gateways using Delta’s connecting flights.  Strangely, Delta also contends that it would be “unfair to exclude Italy’s flag carrier from enjoying the benefit of a single codeshare opportunity” when conferring additional codeshare frequencies to “the flag carriers of Germany or the Netherlands” (Answer of Delta at 2), but Alitalia can provide its own online services and benefit from its antitrust-immunized alliance with Delta to agree on the fares and services to be provided.


4.
Delta repeatedly complains that “Continental proposes to codeshare on exactly the same KLM flights as its domestic partner, Northwest.”  (See e.g., Answer of Delta at 2)  Delta apparently fails to grasp a fundamental distinction between the new, independent service proposed in this proceeding by Continental, which competes with both KLM and Northwest, and the duplicative service Delta is proposing on routes where Delta, Air France and Alitalia have secured antitrust immunity to avoid competing with one another.  Unlike Delta and Alitalia, Continental will provide travelers with actual, not illusory, competitive service.  


5.
While Continental is seeking to bring an entirely new network to bear on U.S.-Turkey services, United’s proposal would waste seven U.S.-Turkey frequencies to place United’s code on a second daily Frankfurt-Istanbul flight on which United would offer no new competition for the on-line Lufthansa connections on precisely the same flights because United and Lufthansa co-operate with one another rather than competing with one another.  Although the Department considered elapsed times and the number of gateways served in selecting carriers for U.S.-Israel codeshare service, each applicant in that proceeding was a new entrant, and the Department was not comparing the service proposal of a new, non-immunized entrant with proposals of incumbent, immunized alliances.
  Indeed, in that proceeding the Department emphasized the need to “maximize the number of carriers serving Israel.”  (Order 2001-4-24 at 4)  Here, the only way the Department can maximize the number of carriers serving Turkey is by providing Continental seven U.S.-Turkey frequencies to provide New York/Newark-Istanbul service.

For the foregoing reasons, Continental urges the Department to award Continental seven weekly U.S.-Turkey third-country codeshare frequencies immediately so Continental can institute new U.S.-Turkey service under its codeshare agreement with KLM.
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Exhibit CO-1

New York/Newark-Amsterdam (operated by Continental using B-767-200 aircraft configured with 174 seats) – 7 hours 15 minutes.  Amsterdam-Istanbul (operated by KLM using B-737 aircraft configured with 155 seats) – 3 hours 30 minutes.  Total Elapsed Time – 13 hours 5 minutes.

Istanbul-Amsterdam (operated by KLM using B-737 aircraft configured with 155 seats) – 3 hours 35 minutes.  Amsterdam-New York/Newark (operated by Continental using B-767-200 aircraft configured with 174 seats) – 8 hours 20 minutes.  Total Elapsed Time – 14 hours 20 minutes.

Total Elapsed Roundtrip Time
27 hours 25 minutes

� 	Common names are used for airlines.


� 	Delta and United accuse Continental of submitting less than complete information, but Continental complied with the Department’s information requests.  Continental did inadvertently miscalculate elapsed times between Amsterdam and Istanbul and is including the correct times as an exhibit to this Reply.  (See Exhibit CO-1)


� 	Order 2001-5-4 at 4.  When the Department last awarded U.S.-Turkey codeshare frequencies, it attempted to balance the number of frequencies held by those carriers already providing U.S.-Turkey service.  At that time, Northwest and United held seven frequencies each, Delta held 14 U.S.-Turkey frequencies (for both its own service and its codeshare service offered with Air France) and American offered 15 weekly codeshare flights with THY.  (See Order 2001-5-4 at 4)  The Department rejected the applications of the leading Turkey frequency holders, Delta and American, and leveled the playing field by awarding seven frequencies each to United and Northwest. (See Order 2001-5-4 at 6)  The same competitive benefits gained at that time by balancing the frequencies of those carriers serving Turkey will be obtained by selecting the only new entrant in this proceeding, Continental, to provide new service to Turkey.


� 	Delta argues that it “should receive its second Turkey codeshare opportunity … before United receives its third with Lufthansa.”  (Answer of Delta at 7, emphasis in original.)  The same reasoning dictates that Continental receive its first frequency allocation for U.S.-Turkey codeshare service before either Delta receives its second U.S.-Turkey codeshare frequency allocation or United its third.  United brags that its service proposal would serve “a larger number of U.S. gateways” than “Delta and Continental combined” (Consolidated Answer of United at 5), but United is already providing U.S.-Istanbul codeshare service at each of the U.S. gateways it proposes to serve in this proceeding.






