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The San Diego County Regional Airport Authority files this objection to the Show Cause Order dated February 22, 2005 concerning DOT docket 2005-19077.


The San Diego County Regional Airport Authority regrets that the Department of Transportation decision granted the only two US-China combination carrier awards available in this proceeding to hubs east of the Mississippi River and therefore excluded large western markets from the benefits of it decision.


Although the 2005 designation opens a new U.S. carrier gateway to China (at New York Newark), the 2006 designation duplicates an existing gateway on an existing route.  The only gateway in the west with nonstop service to Shanghai remains San Francisco.  This leaves large western communities that don’t have the benefit of same metal Northwest connections to Tokyo with no viable second alternative to reach Shanghai, much less any other point in China.


By choosing Newark and Chicago as the gateway for 2005 and 2006 frequencies, the Department’s decision solidifies the eastern part of the USA as the pre-eminent China gateway.  For competitive reasons, one can only expect Northwest will exercise their existing rights to re-open nonstop China service from Detroit, which would create three US carrier China gateways east of the Mississippi and only one US carrier China gateway west of the Mississippi.  This situation is incredible given the very large volume of China traffic generated from the Western states (roughly 1/3 the total). 


By emphasizing network “legacy” carriers and traditional gateways in the decision, the DOT eliminates the only real viable competitive carriers offering service from the western USA.   The only legacy hubs west of the Rocky Mountains operated by airlines with equipment capable of reaching China are United’s at SFO, DEN and LAX, and Delta’s at SLC.  However, Delta has not shown any interest in building Salt Lake City as a viable international hub.  Instead it focused its application on the furthest hub from Beijing in the proceeding, and arguably the hub with the least of the USA behind it.  Delta, nevertheless, secured the backup authority in 2006 should American choose to waive their rights.  Regrettably, the two carriers who proposed service from western gateways did not even secure backup authorities. 

 
Although Hawaiian’s application discussed the tourism impacts of their service to the benefit of Hawaiian (American) citizens and industry, their forecast did not at all indicate that no US citizens would avail themselves of the service – as the Department’s decision suggests.  In fact the cities with only one choice of US (same metal) carrier service have responded well to new competitive Hawaiian service in the past.  Third quarter DOT OD1 data shows, for example, that when Hawaiian started Sydney service from Honolulu, San Diego O&D to Sydney jumped 41%, Sacramento O&D to Sydney jumped 460%, Seattle to Sydney O&D increased 48% and Portland (OR) to Sydney O&D leaped 41%.   Since its forecast was also based on DOT data, the DOT should therefore assume that the distribution of US vs. Chinese origin traffic would be no different. 


Sadly, as a result of this decision, citizens of San Diego, Phoenix, and Sacramento, (some of the fastest growing cities in the country) are relegated to continued use of the lone US carrier offering online (same metal) service to China.  They will continue to face a monopolistic environment as a result of this decision, while many eastern communities will now benefit from a third choice of air carrier.  


We, therefore, urge the Department to reconsider its decision in this proceeding and award Hawaiian the 2006 authority to China that it has requested so that west coast passengers will not have to rely on monopoly service.  At the very least, when additional future frequencies to China are awarded, the DOT should look to a new gateway in the western part of the republic – hopefully, San Diego -- so that San Diegans will be able to enjoy a viable second online (same plane) choice of US carrier on trips to China.
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