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Three carriers have applied for allocations of 28 Turkey third-country frequencies from an available pool of 14 frequencies.  Accordingly, the Department must weigh the merits of the competing service proposals.  As demonstrated in Delta’s answer, only a combination of awards that includes Delta’s third-country proposal with Alitalia will maximize the public benefits attainable from these valuable opportunities.  

Delta requires an additional allocation of seven frequencies, so that it can maintain twice-daily year-round service to Turkey.  Delta’s six-gateway proposal serving Istanbul via Milan ranks as one of most efficient and beneficial uses for seven of the fourteen available frequencies.  By contrast, the competing applications of Continental and United are each subject to serious flaws and weaknesses, meriting, at best, secondary consideration.

Continental
So long as Delta receives an award of seven frequencies, Delta would not object to Continental receiving seven frequencies.  However, to the extent the Department must chose between an award to Delta or Continental, Delta is clearly the superior choice.   

Continental’s proposal ranks last in terms of the critical nonstop-to-nonstop connecting benefits emphasized by the Department in third-country codeshare cases.   Indeed, Continental’s answer is conspicuously devoid of any discussion of the service benefits of its proposal.  This is because they are so minimal.  Continental would serve just two U.S. gateways, compared to six for Delta.  Moreover, Continental has requested a full seven frequencies to fund a single poorly-timed eastbound Houston connection, serving, in effect, just one gateway per service opportunity.


Continental’s case is predicated entirely upon the notion that Continental would “bring and additional domestic network” and “add an additional U.S. carrier to the market.” CO at 2, 3.  However, Continental has failed to offer any justification for why “awarding Continental 14 weekly U.S.-Turkey frequencies” is necessary to achieve that goal. Id. (emphasis added).  In fact, all of the purported benefits of Continental’s proposal would be achieved by an award of seven frequencies.

There is no public interest basis for awarding Continental surplus frequencies that it cannot put to productive use.   A fourteen frequency award is clearly excessive, considering that Continental could offer Houston-Istanbul travelers substantially faster elapsed travel times via Newark than on the proposed Houston-Amsterdam flight.  This is because Istanbul passengers on the Houston-Amsterdam service would be forced to wait nearly seven hours eastbound and over eight hours westbound for their connection.  Furthermore, Continental would waste seven westbound Turkey codeshare frequencies, given that KLM’s late afternoon departure fails to connect to any Continental transatlantic service.  

Continental’s claimed “new entrant” status is dubious, considering that Continental and Northwest are participants in overlapping alliances with KLM.   Continental and Northwest also have a comprehensive domestic marketing alliance, calling into question whether Continental would, in fact, “bring an additional domestic network to the marketplace.” CO Answer at 2.  To the extent Continental is a co-participant in joint marketing activities with Northwest and KLM, the competitive benefits of its proposal are substantially reduced.  Conversely, to the extent Continental/KLM is, “a small codeshare with no antitrust immunity” (CO at 3) Continental would have difficulty wresting capacity from the immunized incumbent NW/KLM partnership that is already marketing two airline designator codes on KLM’s narrow-body 737 flight between Amsterdam and Istanbul.

United

United should not receive its third U.S.-Turkey frequency allocation at the expense of awarding Delta its second codeshare opportunity.  Delta needs additional Turkey codeshare frequencies so that Delta can maintain at least twice daily year-round U.S.-Turkey service -- on par with United, American and Northwest.

Delta currently operates three weekly direct flights between New York and Istanbul.  Therefore, on four out of seven days a week, Delta provides only a single daily flight (its codeshare flight with Air France).  While Delta plans to operate its own daily service during the peak summer season, Delta will likely need to implement a seasonal service reduction at the beginning of the 02/03 winter season – requiring Delta to again rely on codeshare service to maintain its U.S.-Turkey schedule.

Delta agrees with United that there is a substantial “benefit of enabling an carrier to increase its service to Istanbul from once- to twice-daily . . .” UA at 3.  However, whereas United is authorized to – and in fact does --  operate twice-daily service to Istanbul, Delta would be relegated to a single Istanbul flight on many days out of the year. 

Delta is the only U.S. carrier that has seized the open-entry direct service opportunities that are available to all carriers under the U.S.-Turkey transitional open skies agreement – a fact for which Delta should be rewarded, not punished.  United attempts to turn a vice into a virtue, proclaiming that “United, unlike Delta, relies exclusively on third-country code share service in order to compete in the U.S.-Turkey market.”  United’s decision to eschew hard-won direct service rights is no justification to reward United with triple the number of Turkey codeshare frequencies as Delta.  United is, of course, free to supplement its codeshare frequencies with direct service at any time.

United seriously exaggerates the benefits of its current service proposal by double-counting the benefits of U.S.-Turkey frequencies that United was previously awarded, and is operating today.  Contrary to United’s claims, its proposed use of the seven frequencies at issue does not “offer service between ten U.S. gateways with same-day connection in each direction.” UA at 2.  In truth, United’s proposed additional flights would make round-trip connections to just three U.S. cities – only half the number of round-trip gateways as Delta.  DL-R-13.  United relies on mixing and matching all of its existing and proposed Frankfurt-Istanbul connections to achieve its exaggerated service claims.  In effect, United is comparing a double-allocation of 14 Frankfurt-Istanbul frequencies, against Delta’s seven frequency Milan-Istanbul proposal.  This is a very misleading comparison.  An objective evaluation of the actual proposed services in this case, shows that it is United, and not Delta, that will serve “substantially and materially fewer” round trip U.S. gateways.  UA at 6.

It is important that United’s instant Frankfurt-Istanbul proposal be evaluated in the complete context of United’s U.S.-Turkey codeshare activities, and not in a vacuum.  United is already authorized to operate Frankfurt-Istanbul service at a level of 14 weekly frequencies.  In the 2001 proceeding Department gave United a second allocation of frequencies with “the option to use its award for either its Istanbul or Ankara service.”  Order 2001-5-4 at 4. United is free to serve the tiny U.S.-Ankara market, but that decision should not come at the expense of an award to Delta to serve the much larger U.S.-Istanbul market.  

Considering that over seven times more U.S.-Turkey passengers travel to Istanbul than Ankara – and the Lufthansa had previously abandoned the Ankara flight on which United plans to resume codesharing on in April, due to weak demand -- it is ironic that United would accuse Delta of seeking to promote a “narrow corporate agenda” instead of providing “U.S.-Turkey passengers [with] . . . meaningful benefit[s].” UA at 4, 7.  One may speculate whether U.S.-Turkey passengers would realize more “meaningful benefits” if United were to use its existing allocation of frequencies to offer enhanced service in the much larger U.S.-Istanbul market, or whether the United/Lufthansa alliance may have a secondary “corporate agenda” in warehousing scarce Turkey frequencies by diverting seven frequencies to the tiny Ankara market, only to seek a further Istanbul allocation in this proceeding.

Conclusion
Delta’s six-gateway proposal with Alitalia ranks at the top in terms of the key service and competitive benefits the Department seeks to maximize in third-country codeshare service proceedings.  Accordingly, the Department should promptly allocate Delta seven frequencies, so that the traveling public can begin to enjoy the benefits of these important new service opportunities as quickly as possible.
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