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The selection of New York/New Jersey to receive its first daily, nonstop U.S.-flag Shanghai service would maximize the public benefits from the award of route authority and the seven U.S.-China frequencies available March 25, 2007, provide the best service to the traveling public and enhance the overall market structure and level of competition in the U.S.-China market.  

1. Daily New York/Newark-Shanghai service will bring important benefits for travelers.  In addition to providing the first nonstop U.S.-flag service for over 98,000 passengers per year on the New York/Newark-Shanghai route, the New York/Newark flights would provide service between an entire new connecting network at Newark Liberty in competition with Shanghai connecting networks at San Francisco (United) and Chicago (United and American).  For this reason, the Department can meet its objective of maximizing service to the traveling public and enhancing the overall market structure and level of competition in the U.S.-China market by selecting New York/Newark for Shanghai service. 

2. Selection of New York/Newark-Shanghai for its first daily nonstop service is critical to the growth of commerce and trade between the U.S. and China because this service would link the commercial centers of both countries. The New York/Newark metropolitan area is the primary financial and commercial center for the United States and requires a daily nonstop link with the primary financial and commercial center for China to promote commerce and trade between the U.S. and China.  New York and New Jersey exports to China have more than doubled since 2000 and total approximately $2.6 billion annually.  (PANYNJ‑7 and PANYNJ‑8)  Among the many businesses based in the New York/New Jersey metropolitan area establishing and expanding operations in metropolitan Shanghai are JP Morgan Chase, Goldman Sachs, The Bank of New York, American Express, Time Warner, Bristol-Myers Squibb, IBM, Pfizer, Merrill Lynch, Lehman Brothers, Alcoa, Prudential Financial, Honeywell, Johnson & Johnson, Merck, Chubb, Campbell’s, and D&B.  (PANYNJ‑44 and PANYNJ‑45)  New York/Newark is not only a major commercial and financial center, however.  In addition to the United Nations, 110 foreign countries have representatives in New York (PANYNJ‑R‑202), and New York is a major hub of Chinese commerce where numerous Chinese institutions have major operations.  (PANYNJ‑R‑203)  

3. New York/Newark-Shanghai service is also extremely important to other travelers.  In addition to significant business travel, visiting friends and relatives traffic between New York/New Jersey and China far exceeds similar travel at the other gateways since the New York/New Jersey area has the second largest Chinese population in the United States. (PANYNJ‑20), larger than all the other competing gateway areas combined.  (PANYNJ‑22)  The Chinese-born population of New York and New Jersey is nearly five times the Chinese-born population in the next largest competing state and 81% larger than the combined Texas, D.C., Maryland, Virginia and Michigan Chinese-born populations.  (PANYNJ‑23)  Given this largely untapped ethnic market in New York/New Jersey – absent in all the other proposed gateway areas – the potential for New York/Newark-China traffic is significantly greater than the Department’s traffic statistics suggest.

Finally, New York/New Jersey generates more significant volumes of tourist travel than the competing gateways.  New York itself is one of the world’s major tourist destinations, particularly for Asian travelers.  Moreover, New York/New Jersey residents are more likely to travel than residents of the other gateway areas.  Since the New York/New Jersey metropolitan area has the highest total personal income among all U.S. metropolitan areas (PANYNJ‑9), their citizens have a high propensity for discretionary travel.  With growing labor forces in both New York and New Jersey (PANYNJ‑10 and PANYNJ‑11), it is not surprising that international passengers at Newark Liberty International Airport have more than doubled in the past ten years (PANYNJ‑24).  Given the demographic characteristics of the New York/New Jersey region, it is clear why Asian passengers at Newark Liberty International Airport have increased more than twenty-fold in the past ten years (PANYNJ‑25), why international destinations served from Newark Liberty International have grown nearly 80% since 1997 (PANYNJ‑26) and why Continental’s New York/Newark-Beijing flights have been achieving load factors of 85% or higher in recent months.  (CO‑R‑3106)

4. Shanghai is the largest and most rapidly growing region in China, and Shanghai, not Beijing, requires additional service, particularly from New York/Newark, the commercial center of the U.S.  The U.S. has the largest economy without U.S.-flag service between its financial and commercial center at New York/Newark and Shanghai (PANYNJ‑R‑301), and China has the largest economy without U.S.-flag service between its financial and commercial center and the U.S. financial and commercial center.  (PANYNJ‑R‑302)  Moreover, New York/New Jersey has the largest gross state product, the largest population and the largest Chinese population without U.S.-flag service to Shanghai.  (PANYNJ‑R‑303, PANYNJ‑R‑304 and PANYNJ‑R‑306).  With more Fortune 500 companies in New York/New Jersey than in Texas, D.C./Maryland/Virginia or Michigan (PANYNJ‑36 and PANYNJ‑37) and rapidly growing trade with China (PANYNJ‑32 through PANYNJ‑35), commerce and trade with China will benefit from nonstop service between New York/Newark and Shanghai.

The important public benefits of New York/Newark-Shanghai service must not be sacrificed to a new decisional standard elevating incremental capacity and codeshare service beyond foreign gateways with foreign airlines over the need for nonstop service in primary markets such as New York/Newark-Shanghai and competition for dominant incumbents in frequency-constrained international markets.  To maximize the public benefits from the award of route authority and the seven U.S.-China frequencies available March 25, 2007, provide the best service to the traveling public and enhance the overall market structure and level of competition in the U.S.-China market, the Department should award seven frequencies to Continental for service between New York/Newark and Shanghai.
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