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CONSOLIDATED ANSWER OF
NORTHWEST AIRLINES, INC.

This proceeding is the most important carrier selection case undertaken by the
Department in recent decades. The decisions made here will profoundly effect the level and
effectiveness of U.S.-China service and competition during the most critical period in U.S.-China
aviation history — when demand is surging, yet passenger service opportunities remain very
limited. This case also comes at a time when one carrier, United, has built a commanding lead
in U.S.-China frequencies, and is seeking to further extend its dominance in the important west
coast-China and U.S.-Guangzhou markets. NW-ANS-302, 303. Northwest is the only effective
broad spectrum challenger to United in China and throughout the Asia-Pacific region.
Northwest urgently requires the allocation of additional China frequencies so it can match
United and other competitors with new nonstop service between the eastern United States and
China, while maintaining the only west coast U.S. carrier competition to China against United

and its Star Alliance partners. NW-ANS-305-310.

With 42 frequencies at its disposal, the Department can achieve multiple aviation policy
objectives, the most important of which is to ensure that at least one U.S. airline can compete
effectively with United. The Department can also strategically deploy the frequencies to provide
multiple U.S. communities and multiple U.S. carriers with new service opportunities. Altogether,
a total of six new U.S.-China city-pairs can receive new daily nonstop service. A wide
distribution of China service will maximize benefits to the greatest number of U.S.-China
passengers in multiple regions of the country. Northwest's proposal benefits not only midwest
passengers, but also passengers in the northeast and southeast that can conveniently travel via

Detroit.
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Northwest’'s Detroit-China proposal best meets the Department’s stated goal of
maximizing public benefits. Northwest will provide nonstop service at Detroit, the largest new
China gateway at issue in this proceeding. In fact, Detroit has roughly twice the number of U.S.-
China O&D passengers than either Atlanta or Philadelphia. NW-ANS-107. Northwest’s large
hub at Detroit provides unmatched network coverage for the entire eastern United States with
convenient, non-circuitous connections for the most U.S. cities. Atlanta and the proposed
Eastern Seaboard gateways at Philadelphia and Newark serve smaller catchment areas less
effectively to China. NW-ANS-101-106, 110. Northwest is the only carrier — new entrant or
incumbent — that can effectively challenge United and the Star Alliance’s growing dominance of
U.S.-China routes. NW-ANS-301-310.. Only Northwest can or will provide effective competition
for west coast to China passengers, and only Northwest can or will challenge United at
Guangzhou — one of the largest and fastest growing U.S.-China markets. Id. Itis critical that
the Department provide Northwest the frequencies it needs — and not allow the Star Alliance
carriers including United, Air China, and US Airways to become the “chosen instrument” of
U.S.-China policy (as evidenced by CAAC's insisting on restricted bilateral opportunities that

benefit certain favored U.S. carriers to the detriment of others).

The public interest requires that the maximum number of U.S. carriers and U.S.
communities share in the benefit of the new China agreement as quickly as possible. Northwest
has applied for 14 frequencies to provide daily nonstop Detroit-Shanghai and Detroit-Beijing
service from its WorldGateway hub at Detroit. Northwest is extremely eager to offer these
benefits to the traveling public, and is ready to start right away. Indeed, Northwest is the only
carrier proposing a 2007 start date — within 60 days of a final award. By contrast, Delta’s
leisurely March 30, 2008 start date would deny the traveling public the benefit of new service

this year, and would allow at least 154 highly valuable U.S.-China combination frequencies to
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expire unused. NW-ANS-219. During this same period, Northwest would offer more than

100,000 new nonstop China seats and benefit 91,000 U.S.-China passengers. NW-ANS-216,

217. Particularly considering that frequencies expire — but designations do not — Northwest’'s

earlier start date and large capacity 747-400 aircraft proposal best meets the “critical need to

add combination services in the U.S.-China market” and should be sufficient to overcome the

rebuttable presumption in favor of new entrant services in 2007. (Order 2007-6-15).

Before turning to a detailed critique of the other applicants, Northwest would like to

highlight the following qualities that distinguish its Detroit-Shanghai and Detroit-Beijing service

proposal:

Northwest will provide nonstop service in the largest new O&D markets at issue.
Detroit generates more than 60,000 local passengers a year to China. With
31,000 local Shanghai passengers, Detroit has more than twice as many
Shanghai passengers as Delta at Atlanta, and, with 21,000 Beijing passengers,
Detroit has three times the number of Beijing passengers as Philadelphia. NW-
ANS-107-109.

Northwest will provide the new best service for the most U.S. points. Northwest
serves 112 eastern U.S. points from Detroit. Within 10 percent circuity,
Northwest serves 98 points to Shanghai and 103 points to Beijing, versus 73
points for Delta at Atlanta (PEK), 73 points for American at Chicago (PEK), 54
points for US Airways at Philadelphia (PEK), and 40 points for Continental at
Newark (PVG). NW-ANS-101, 102, 110.

Northwest’s local and primary catchment area traffic is far greater than any other
applicant. For example, with 396,000 local and primary catchment area
passengers, Detroit-Shanghai is more than four times greater than Atlanta-
Shanghai (87,000 passengers), roughly four times greater than Atlanta-Beijing
(117,000 passenger) and more than double Philadelphia-Beijing (180,000
passengers). NW-ANS-105, 106.
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Northwest will create important economic benefits for Metro Detroit, the State of
Michigan, and business and manufacturing interests throughout the Midwest
Heartland region. DTW estimates the value of Northwest’s service to southeast
Michigan alone at $265 million annually. As detailed in DTW'’s exhibits, trade

and travel generated by automotive industry interests with China is booming.

Northwest will use large capacity Boeing 747-400 aircraft in 2007, and new,
state-of-the-art Boeing 787-8 aircraft in 2009. Northwest will benefit 215,000
passengers with its 747 proposal in 2007-2008, and 142,000 passengers
annually on each of its proposed Detroit-China routes in 2009 following the
introduction of the 787. NW-301-303.

Northwest is the only applicant that provides broad spectrum U.S.-China and
U.S.-Asia competition against United and Star. Only Northwest can compete
with United for US-China passengers on both the east and west coasts as well
as the Midwest, and only Northwest can compete with United for U.S.-
Guangzhou passengers. Recent route case awards, global Star antitrust
immunity grants (including North America-China), and restrictions on the 2008
frequency allocation in this proceeding have created a serious imbalance in favor
of United and Star. The Department should level the playing field by allocating
Northwest the frequencies it needs to compete. NW-ANS-301-310.

Northwest’s application has received strong public support. Over 100,000
Northwest customers and employees wrote the Department within the first three
days of Northwest’s Detroit-China bid, and that number continues to climb. NW-
ANS-801. Congressman Oberstar, Chairman of the House Aviation
Subcommittee, has expressed his strong support for Northwest’s application, as
have the members of the Michigan delegation, and several state governors.
Numerous airports, chambers of commerce, and corporate customers have also
supported Northwest. NW-ANS-800 Series.
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I. Northwest Will Produce Superior Public Benefits to Delta.

If the Department wants to remedy the “critical need to add combination services in the
U.S.-China market” and “maximize the public benefits that will result from . . . awards of
authority in this case,” it should select Northwest over Delta in 2007. At best, Delta merits
secondary priority for 2009 — after Northwest’s Detroit-Shanghai and Detroit-Beijing services are
authorized. The Department wisely established a rebuttable presumption in favor of new
entrant services in 2007. While Delta may have superficial appeal as a new entrant, upon
closer examination it is clear that Northwest, and not Delta, will create superior public benefits --

whether in 2007 or 2009.

A. Delta would waste valuable China frequencies Northwest
Proposes to use.

With regard to 2007 service, as discussed above, Delta does not propose to commence
service until 2008, whereas Northwest would begin service within 60 days of a final award.
Northwest presents a compelling advantage by preventing a substantial waste of valuable
operating rights and foregone benefits to the U.S. traveling public. The ability to advance the
2008 frequencies to August 1 of this year was one of the important benefits the Department
secured in the new Agreement with China. Moreover, DOT policy strongly discourages the
waste of limited entry frequencies. See, e.g. Order 98-12-33 at 11 (“The frequencies available
for U.S.-Brazil services constitute valuable rights that we do not intend to be wasted.”). The
Department has expressly precluded carriers from applying for rights when they did not intend
to exercise the frequencies upon their effective date: “[o]ur goal in this case is to authorize
service to the public commencing this December [2001], when the frequencies become
available under the U.S.-Argentina aviation agreement. Continental’s proposal for 2002 service

is not consistent with that objective.” Order 01-7-16 at 5. The Department’s goal here should
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be to provide new China service to the public as soon as possible upon the August 1, 2007
effective date, and Delta’s 2008 proposal is “not consistent with that objective.” Northwest
would also operate large capacity 747-400 aircraft in 2007, delivering the maximum possible

benefits to U.S. consumers when frequencies are most limited.

B. Delta’s obvious priority is Shanghai service — not Beijing.

Should the Department choose to award frequencies to Delta, it should be for Shanghai
service, and not Beijing. The Department selected United for Beijing service in the very last
case, and two of the applicants in this proceeding (American and US Airways) have selected

Beijing as their one and only priority.

Delta’s primary focus has been for Atlanta-Shanghai service, and indeed, Delta’s own
support letters indicate a conspicuous lack of interest in service to Beijing. NW-ANS-207.
Delta’s key support letters, submitted a month after the extent of the multiple new China
opportunities were known, speak only to Shanghai service, and indeed emphasize its

importance relative over Beijing for Atlanta and southeast passengers. Id.

Northwest, on the other hand, has consistently emphasized to the Department
throughout the U.S.-China negotiations and in the last China route case that Northwest's first
priority is Detroit-Shanghai, and that Northwest has a very strong interest in offering Detroit-
Beijing service. Both of these routes are critical to Northwest’s network and its ability to
challenge its direct rival, United, with whom Northwest competes head-to-head in every
significant U.S.-China and U.S.-Asia market. Northwest is the only carrier that provides such
broad spectrum competition, and it is important that the Department allocate Northwest
additional frequencies in this proceeding to provide China service at Detroit. Detroit is a

preeminent U.S. hub gateway to Asia, and new service at Detroit is essential for Northwest to
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meet expanded competition from United as a result of recent new awards and Star alliance
expansion. Delta is only beginning to explore Asia, and its developmental efforts that primarily
benefit southeast passengers would fail to provide the type of comprehensive competitive
discipline Northwest would exert against United. Delta’s newfound interest in Beijing can be

entertained at a later date.

Delta has tried and failed numerous times to establish a presence in Asia. NW-ANS-220.
There are a host of open-entry Asia markets available to Delta that lack service from Atlanta,
and where Northwest provides the only U.S. flag competition to United. NW-ANS-228 . Many
of these points are larger than Atlanta-Beijing. In fact, Delta serves just two points from Atlanta
(Tokyo and Seoul), and offers only 4 weekly flights in the Atlanta-Seoul market — which is seven

times larger than Atlanta-Beijing. NW-ANS-225.

C. Delta’s Atlanta Gateway has poor geography and few
passengers to China compared to Detroit.

In terms of China service, Atlanta is a poorly situated gateway for U.S. passengers.
Because the most direct routing to China is north, over the pole, all U.S. points to the north of
Atlanta require a backhaul to travel over this southern gateway. This includes all of the large
population centers in the northeast and midwestern United States that can conveniently be
served via Detroit. Consequently, Delta’s Atlanta hub serves far fewer points in a significantly
smaller catchment area to China than Northwest's hub at Detroit. NW-ANS-201. Detroit's
primary catchment area captures nearly five times more U.S.-China demand as Atlanta,
including four times more Shanghai passengers and five times more Beijing passengers. NW-
ANS-202-204. Significantly, southeast passengers can conveniently travel via midwest
gateways, but midwest passengers would have to endure a substantial backhaul (1,000 miles in

each direction) to travel via Atlanta. NW-ANS-214.
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Delta’s solution to Atlanta’s geography and circuity problems is to simply ignore them.
Delta claims nonstop-to-nonstop connecting benefits for 26 U.S. cities with highly circuitous
routings to Shanghai via Atlanta, e.g. Seattle (72% circuity, 4104 miles circuity); Portland (70%,
4024 miles); and Oakland (59%, 3620 miles). NW-ANS-205. Likewise, Delta claims connecting
benefits for 35 cities to Beijing with similarly unattractive routings. NW-R-206. The Department
has already determined that “Delta would not offer [western U.S.] cities a credible service option
because travel between the cities and China via Delta’s Atlanta hub would involve a 2000-3000
mile backhaul and because there are now far more convenient U.S.-China service options
available to those cities. . .” Order 2005-2-14 at 26 (2005/2006 China Proceeding). Delta’s
western U.S.-China connections are no more credible today then they were two years ago.
Because of poor geography and circuity problems, the reality of Delta’s connecting benefits at

Atlanta does not match the hype that “Delta’s hub at Atlanta is huge.” DL App. at 16.

Similarly, for all Delta’s grand talk about the “vast southeast region” (DL App at 3), the
southeast’s allegedly enviable demographics (DL App at 12-13) and the “great[] need for
nonstop [southeast] hub service to China” (DL App at 11), the undeniable fact is that there are
few southeast passengers traveling to China. The “vast southeast region” defined by Delta
accounts for a mere 8 percent of U.S.-China demand. NW-ANS-208-210. By contrast,
Northwest's midwest region accounts for twice as much U.S.-China demand as the Southeast.
NW-ANS-211-213. Midwest residents are also twice as likely, per capita, to travel to China as

southeast residents. NW-ANS-226.

As for local China O&D traffic, once again Detroit trumps Atlanta. The Department has
already determined that the lack of local China passengers is a significant factor mitigating

against Delta’s Atlanta gateway proposal. The Department declined to authorize Delta’s



Docket OST-2007-28567
‘nwa phos 6 or
NORTHWEST AIRLINES »
Atlanta-Beijing proposal in the 2005/2006 China Proceeding, in part, because “the record []
shows that the Atlanta-China O&D market is very small. . .” Order 2005-2-14 at 24. Here, there
are more than twice as many Detroit-Shanghai passengers as Atlanta-Shanghai passengers, 33
percent more local Beijing passengers at Detroit than Atlanta, and twice the number of
passengers traveling between Detroit and Shanghai as between Atlanta and Beijing. NW-ANS-

237-239.

Detroit is a much more effective hub gateway to Asia than Atlanta, and, faced with a
choice in this proceeding, the Department should prioritize Detroit over Atlanta for new China
service. Detroit’s superiority is borne out in the carriers’ respective operating results. Northwest
flies three times more Asia frequencies and four times more Asia capacity at Detroit than Delta
at Atlanta. NW-ANS-221, 232. Furthermore, Northwest's flights at Detroit are significantly
better performing with an average Japan load factor of 90% — five points higher than Delta at

Atlanta. NW-ANS-230, 231.
D. Delta would rely heavily on 6" Freedom Latin America Traffic

Atlanta has a small local market to China, a primary catchment area that accounts for
just 8 percent of U.S.-China demand, and Delta’s hub would involve circuitous routings for all of
the large population centers in the Northeastern United States. Consequently, Atlanta is not a
natural gateway for China service. However, Delta operates an extensive hub operation to Latin

America that provides an alternative source of traffic.

Since all of these third country points lie below Atlanta, they enjoy excellent, non-
circuitous routings to Asia via Delta’s hub. Delta is taking full advantage of this fact. According
to MIDT data nearly 40 percent of traffic onboard Delta’s Atlanta-Tokyo flight is 6™ freedom

traffic moving to or from Latin America and the Caribbean. NW-ANS-215. There is every
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reason to expect that Delta’s results on its U.S.-China flight will be similar — and that benefits to
U.S. passengers will be substantially reduced due to displacement from third country

passengers.

Northwest expects to rely overwhelmingly on U.S. traffic to support its Detroit-China
services. It is worth noting that while Northwest carries 5" freedom traffic on its Narita-China
service, this service pattern is the only way Northwest can effectively serve the entire U.S. to
China market, including all of the largest and most important west coast cities. NW-ANS-309,
310. Thus, there is an important service and competition benefit to Northwest’s 5 freedom
operations, whereas Delta’s 6" freedom behind-U.S. traffic would merely displace U.S.

passengers.

1. The Department Should Enhance the Competitive Market
Structure In this Proceeding by Buttressing Northwest
Competition Against United.

The Instituting Order states that “market structure and level of competition in the U.S.-
China market, and any other market shown to be relevant” will be considered in this case.
Order 2007-6-15 at 3. The Department should be very concerned about United’s growing
dominance in China, especially in the relevant markets for west coast-China and U.S.-
Guangzhou traffic -- and the fact that no existing or proposed new service can match the highly

effective west coast competition Northwest provides via Narita. NW-309.

Northwest urgently requires an additional allocation of China frequencies so it can
compete with United and other carriers by offering nonstop eastern U.S. service from Detroit --
while maintaining the only western U.S. flag competition against United and its Star Alliance
partners. Northwest recognizes that a number of frequencies at issue in this case will be

awarded to new entrant carriers. However, the Department has sufficient frequencies to begin
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to close the wide chasm that has developed between United and Northwest. No other use of
frequencies will have a greater positive impact on the overall competitive market structure than

buttressing the strong head-to-head competition Northwest will provide against United in China.
A. The West Coast Needs Competitive U.S. Flag Service.

United correctly recognizes that the western U.S. has 45 percent of U.S.-China traffic.
However, contrary to United, that does not mean that United should further add to its
overwhelming frequency advantage. NW-ANS-301. It underscores the need for additional
frequencies for Northwest — so Northwest can maintain effective western U.S. competition to
United via its Asia/Pacific hub at Narita and commence nonstop service from Detroit for Eastern

U.S. passengers, which is a commercial imperative for Northwest.

United has repeatedly been allowed to build upon its frequency advantage (NW-R-302),
and has not been put in the untenable position of having to “rob Peter to pay Paul” in order to
fund new services. United already provides five daily China flights from three hub gateways —
and stands to receive a sixth daily flight in this proceeding. NW-ANS-303. Northwest is the only
carrier that competes with United for China traffic throughout the entire United States, and
Northwest is now faced with the prospect of having to compete with United at a 21 vs. 42
frequency handicap. NW-ANS-304. The Department should make it a high priority to narrow
the frequency gap between United and Northwest to promote more balanced head-to-head
competition. Any loss of Northwest competition via Narita would be highly detrimental to the

public interest:

¢ Northwest provides the only U.S. flag competition to United at Los
Angeles. NW-ANS-305.

¢ Northwest provides the only U.S. flag competition to United at San
Francisco. NW-ANS-306.
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e Northwest provides the only U.S. flag competition to United at
Portland. NW-ANS-307.

e Northwest provides the only U.S. flag competition to United at
Seattle. NW-ANS-308

In fact, 88 percent of western U.S.-China traffic is located in Northwest's five western
U.S. gateway cities. NW-ANS-310. No existing or proposed new applicant in this proceeding
can compete with United in these large west coast to China markets, since service via
midwestern and eastern gateways involves excess circuity of thousands of miles in each

direction. NW-ANS-312, 313.

Based on market structure considerations alone, the Department cannot seriously
consider an award to United for service at Los Angeles (or Washington). But, in any event,
Northwest would provide superior benefits. Los Angeles already has nonstop service, and
Detroit is a larger local market to Shanghai than Washington. NW-ANS-108. Essentially all of
United’s proposed connections are duplicative of existing services at one or more of United’s

current hub gateways. NW-ANS-314.
B. The U.S.-Guangzhou Market Deserves Competitive U.S. Flag Service.

U.S.-Guangzhou traffic is rapidly growing, and Northwest has invested substantially to
develop this important U.S.-China market. NW-ANS-315. Northwest provides the only U.S. flag
service to Guangzhou, with nonstop-to-nonstop service from seven U.S. gateways. NW-ANS-
316. Since the western half of the United States contains more than two-thirds of U.S.-
Guangzhou passengers, Northwest must operate via its Asia/Pacific hub at Narita to access all
its key western gateway cities. NW-ANS-318. Northwest cannot fly to Guangzhou via Detroit or
Minneapolis because connections from these key western cities would involve unreasonably

circuitous routings. NW-ANS-319.
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Notwithstanding the fact that Northwest operates via Tokyo, the overwhelming majority —
75% -- of passengers on Northwest’'s NRT-CAN flights are going to or from the United States.
NW-ANS-317. Northwest's nonstop-to-nonstop services access 99% of California-Guangzhou,
94% of west coast-Guangzhou, and 67% of U.S.-Guangzhou passengers (with connecting
service for the remainder). NW-ANS-320-322. Northwest's NRT-CAN flight represents a
valuable service to the U.S. traveling public — and will provide important U.S. flag competition to

United.

Guangzhou will become an increasingly important center for U.S.-China commerce
when FedEx opens its Asia/Pacific cargo hub at Guangzhou. FedEx and Northwest share a

hub at Memphis, and FedEx is one of Northwest’'s most important customers.

United and Air China would clearly prefer that Northwest be forced out of West Coast to
China markets, and CAAC's restriction on the 2008 Guangzhou frequencies is calculated to
advance the strategy of its own flag carriers. It would be contrary to the public interest and
would set a terrible international aviation precedent to allow a foreign government to force the

reduction of any existing U.S. flag service.

1"l. US Airways is A Star Alliance Member and Does Not Need
New Authority in This Case to Offer China Service.

The Department should ensure that Northwest’s proposal is fully funded before
considering the grant of any frequencies to US Airways. US Airways is a Star Alliance member
and has failed to pursue and implement the U.S.-China codeshare services it promised when it
championed United’s Washington-Beijing flight in the 2007 case. US Airways claimed that “[t]he
selection of [United for] Washington-Beijing will also facilitate competition through meaningful

new entry by US Airways into the U.S.-China market . . .” Brief of US Airways at 7-8 OST-06-

25275 (emphasis added); NW-ANS-607.
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United was, in fact, awarded the route, but US Airways’ interest appears to have
evaporated, and it has allowed its codeshare application to lie fallow on the docket. Now, a year
later, the United/US Airways codeshare is still “pending execution of a definitive codeshare
agreement.” (US Information Response at iii). Since US Airways could have “meaningful new
entry” if it pursued the codeshare opportunities that are available to it, US Airways’ request for
limited entry frequencies should be accorded lower priority than Northwest’s — especially

considering the dominant influence of the Star Alliance in China.

As to the merits of US Airways proposal, it would serve a much smaller local market than
Northwest. There are nearly four and a half times more Detroit-Shanghai local passengers than
Philadelphia-Beijing passengers. NW-ANS-601. Philadelphia passengers have three nonstop
Beijing gateways within 155 miles, and Newark, the closest gateway, is less than 100 miles
away. NW-ANS-602, 603. Philadelphia’s catchment area to China is indistinguishable from

Newark’s. NW-ANS-604.

US Airways’ bid in this proceeding to “cherry pick” a China route is particularly egregious

since it currently serves not a single point in Asia. NW-ANS-605. There are six open or

available U.S.-Asia markets larger than Beijing with no service by US Airways. Indeed, US

Airways has spurned even Tokyo — which is six times larger than Beijing. NW-ANS-605, 606.

V. Northwest’'s New Gateway at Detroit would create superior benefits to
American’s duplicative service at Chicago.

Chicago already has nonstop service to Beijing, and consequently no new nonstop
benefits would be created by American’s proposal. NW-ANS-501. The Department has
historically placed strong emphasis on the benefits of new gateway service. See, e.g., 2007
U.S.-China Case, Order 2007-2-10; 2005 U.S.-Argentina Case, Order 2005-10-18; and Criteria

for Selecting Carriers, 51 Fed. Reg. 43181 (1985).
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Not only would Northwest’s proposal establish Detroit as a new nonstop gateway, Detroit
is the largest China O&D market of any new gateway at issue in this proceeding. NW-ANS-502.
While American and Northwest would serve similar geographic catchment areas, Northwest
serves more points within the service region (100 points versus 83), or 20 percent more than
American. As a result, Northwest would benefit nearly 100,000 more potential passengers
(NW-ANS-104) and would also provide the most effective intergateway competition against

United. NW-ANS-504.

Northwest’'s Asia services at Detroit significantly outperform American’s Asia services at
Chicago. Northwest’s load factors range between 86 and 93 percent, versus 77 percent for
American’s Chicago-Tokyo flight, and 74 percent on Chicago-Shanghai. America’s Shanghai
load factor is a full 14 points lower than Northwest projects for its Detroit-China services.

Compare, NW-ANS-503; NW-301-303.

V. Northwest would create a New Gateway serving a Larger
Catchment Population than Continental at Newark.

New York already has nonstop Shanghai service provided by China Eastern at JFK.
NW-ANS-405. New York also enjoys daily service to Beijing by Continental (at Newark) and Air
China (at JFK). Thus, although Continental would offer additional China service at a different
airport, Continental’s proposal does not represent a true “new gateway” as Northwest’s proposal

is for Detroit and the midwest heartland.

The New York-China local market is well served, and Continental would not come close
to matching the degree of new behind-gateway service benefits that Northwest would offer from
Detroit. Continental serves fewer points in a much smaller catchment area to Shanghai. NW-
ANS-401. Northwest will serve 70% more nonstop-to-nonstop U.S. connecting points than

Continental (112 versus 66 points). NW-ANS-403. This enables Northwest to access a
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substantially larger share of the U.S.-Shanghai traffic base. There are nearly 400,000 potential
U.S.-Shanghai passengers in Northwest's primary catchment area, compared to only 224,000
for Continental’s Newark catchment area (77% more passengers for Northwest). NW-ANS-402.
As a result of Northwest’s larger traffic base and greater number of points served, Northwest will

benefit more U.S.-Shanghai passengers.

Northwest would clearly provide the best service for the midwest heartland region --
including Cleveland and northern Ohio. Continental claims that it would create benefit for
Cleveland with a “through flight numbering” arrangement. In reality, this is nothing more than a
CRS listing. NW-ANS-406. Cleveland-Shanghai passengers would have a much more direct
routing via Detroit — with superior elapsed travel time, and without the 1,100 miles additional

round trip circuity that would be required to travel via Newark. NW-ANS-406, 407.

VI. MAXjet.

MAXjet has requested seven frequencies for 2009 Seattle-Shanghai service, but
MAXjet's proposal can only be authorized if one or both of competing new entrant proposals of
Delta and US Airways are denied. To the extent relevant, Northwest would produce vastly
superior public benefits to MAXjet. Northwest would offer more than twice as much new China
capacity, and Northwest would provide new Shanghai service to 111 more U.S. points than

MAXjet. NW-ANS-701, 702.
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VII. Conclusion.

Northwest’s Detroit-China nonstop services will maximize public benefits to a greater
degree than any other carrier/gateway combination proposed in this case. Northwest would
provide nonstop service for Detroit — the largest new O&D gateway for Shanghai and Beijing
passengers. Northwest will also serve the most U.S. cities and provide new access for the
largest portion of the U.S.-China traffic base. An award to Northwest will help to promote a
more balanced competitive market structure by narrowing the frequency gap between United
and Northwest — the only U.S. carriers that compete head-to-head for both eastern and west

coast to China passengers.
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Northwest Will Serve the Largest Combined Local and Connecting
U.S. — Shanghai Traffic Base Within 10% Circuity

Northwest Will Serve the Largest Combined Local and Connecting
U.S. — Beijing Traffic Base Within 10% Circuity

Detroit is the Largest New U.S.-China O&D Gateway at Issue
Detroit is the Largest New U.S.-Shanghai O&D Gateway at Issue
Detroit is the Largest New U.S.-Beijing O&D Gateway at Issue

Northwest’s Detroit Hub is the Largest and Most Effective China
Gateway for the Eastern United States — Northwest Will Provide
Nonstop-to-Nonstop China Service For 112 U.S. Points

Northwest’s Primary Catchment Area From Detroit
Blankets the Entire Eastern U.S. With New Service to China

Rebuttal to Delta

NW-ANS-201

NW-ANS-202

NW-ANS-203

NW-ANS-204

NW-ANS-205

NW-ANS-206

Delta’s Atlanta Hub Serves Far Fewer Points In a Significantly Smaller
Catchment Area to China

Northwest’s Detroit Primary Catchment Area Captures Nearly Five
Times As Much U.S.-China Demand As Delta at Atlanta

Northwest’s Detroit Primary Catchment Area Captures Four and a Half
Times As Much U.S.-Shanghai Demand As Delta at Atlanta

Northwest’s Detroit Primary Catchment Area Captures Nearly Five and
a Half Times As Much U.S.-Beijing Demand As Delta at Atlanta

Delta Claims Connecting Benefits for 26 U.S. Cities With Highly
Circuitous Routings to Shanghai Via Atlanta

Delta Claims Connecting Benefits for 35 U.S. Cities With Highly
Circuitous Routings to Beijing Via Atlanta



Index of Rebuttal Exhibits

Exhibit Title

NW-ANS-207 Delta’s Own Support Letters Indicate a Conspicuous Lack of Interest
in Beijing

NW-ANS-208 Delta’'s “Vast Southeast Region” Accounts For Only 8% of U.S.-China
Demand

NW-ANS-209 Delta’s “Vast Southeast Region” Accounts For Only 8% of
U.S.-Shanghai Demand

NW-ANS-210 Delta’s “Vast Southeast Region” Accounts For Only 8% of
U.S.-Beijing Demand

NW-ANS-211 Northwest’'s Midwest Region Accounts For Twice As Much U.S.-China
Demand As the Southeast

NW-ANS-212 Northwest’s Midwest Region Accounts For 134% More U.S.-Shanghai
Demand Than the Southeast

NW-ANS-213 Northwest’'s Midwest Region Accounts For 88% More U.S.-Beijing
Demand Than the Southeast

NW-ANS-214 Southeast Passengers Can Conveniently Travel via Detroit — But
Midwest Passengers Would Be Inconvenienced via Atlanta

NW-ANS-215 Nearly 40% of Delta’s Atlanta-Tokyo Traffic is Coming From
Third Countries in Latin America - Delta Would Fail to Maximize
Benefits for U.S.-China Travelers

NW-ANS-216 Northwest Would Offer More Than 100,000 New Nonstop Seats to/from
Shanghai During the Leisurely Startup Period Delta “Would Prefer”

NW-ANS-217 Northwest Would Benefit 91,000 Passengers During the Leisurely
Startup Period Delta “Would Prefer”

NW-ANS-218 DOT Policy Strongly Disfavors Waste of Valuable Frequencies

NW-ANS-219 The Public Interest Would Be Better Served By Implementing Both
New Entrant Designations in 2009 Than By Allowing Five Months of
Frequencies to Expire Unused

NW-ANS-220 Delta Has Tried and Failed to Establish a Presence in Asia

NW-ANS-221 Northwest Operates Nearly Three Times As Many Asia Frequencies
from Detroit As Delta at Atlanta - Northwest Operates Four Daily
Nonstop Flights to Asia from Detroit

NW-ANS-222 There Are Nearly Three and a Half Times As Many Atlanta-Tokyo
Passengers As Atlanta-Shanghai Passengers

NW-ANS-223 There Are More Than Three Times As Many Atlanta-Tokyo Passengers
As Atlanta-Beijing Passengers

NW-ANS-224 Delta Only Operates Four Weekly Atlanta-Seoul Flights — There Are 7.5

Times As Many Atlanta-Seoul Passengers As Atlanta-Shanghai
Passengers



Index of Rebuttal Exhibits

Exhibit Title

NW-ANS-225 Delta Only Operates Four Weekly Atlanta-Seoul Flights — There Are
Seven Times As Many Atlanta-Seoul Passengers As Atlanta-Beijing
Passengers

NW-ANS-226 Delta’s Southeast Region May Have a Large Population — But
Few of Them are Traveling to China - There are Twice as Many U.S.-
China Passengers Per Capita in the Midwest

NW-ANS-227 Michigan’s Exports to China Have Grown Nearly Three Times As Fast
As Georgia’s

NW-ANS-228 Delta Has “Made Atlanta a Major Gateway to the World” But Ignored
Open Opportunities in Asia - Delta Serves Only Two Destinations in
Asia

NW-ANS-229 Delta’s Own Exhibits Show Over 33,000 Southeast Passengers
Prefer Northwest’s Tokyo Services to Delta’s — Despite Delta’s
Nonstop Service From the Largest Southeast City

NW-ANS-230 Northwest’s Detroit-Asia Load Factors Are Higher Than Delta’s From
Atlanta

NW-ANS-231 Delta’s Atlanta-Tokyo Load Factor is Consistently Lower Than
Northwest’s Tokyo Load Factor

NW-ANS-232 Delta Offers Only One-Third of the Tokyo Capacity Northwest Offers
From Detroit

NW-ANS-233 Detroit Would Be a More Effective Gateway Than Atlanta For the “One
Million China Passengers Traveling To and From Interior U.S. Points”

NW-ANS-234 Northwest's WorldGateway Features a More Modern and Less
Confusing Terminal

NW-ANS-235 Northwest Has Nearly Four Times As Many Weekly Seats to/from Asia
at Detroit As Delta at Atlanta

NW-ANS-236 Northwest Carries More Than Six Times As Many Passengers
Between Detroit and Asia As Delta at Atlanta

NW-ANS-237 Detroit-Shanghai O&D Traffic is More Than Double Atlanta-Shanghai
0&D Traffic

NW-ANS-238 Detroit-Beijing O&D Traffic is 33% Greater Than Atlanta-Beijing O&D
Traffic

NW-ANS-239 Detroit-Shanghai O&D Traffic is 95% Greater Than Atlanta-Beijing

0O&D Traffic

Rebuttal to United

NW-ANS-301

The Western Half of the United States Needs Competitive U.S. Flag
Service to China



Index of Rebuttal Exhibits

Exhibit Title

NW-ANS-302 Northwest Requires Additional Frequencies to Effectively Challenge
United for Western U.S. Passengers and in China - United Has Been
Able to Build and Extend Its Advantage with Recent New Frequency
Awards

NW-ANS-303 United Already Provides Five Daily China Flights From Three Nonstop
Gateways — and Stands to Receive a Sixth Daily Flight in this
Proceeding

NW-ANS-304 United Would Have Twice as Many China Combination Frequencies as
Northwest

NW-ANS-305 Northwest Provides the Only U.S. Flag Competition to United at Los
Angeles

NW-ANS-306 Northwest Provides the Only U.S. Flag Competition to United at San
Francisco

NW-ANS-307 Northwest Provides the Only U.S. Flag Competition to United at
Portland

NW-ANS-308 Northwest Provides the Only U.S. Flag Competition to United at
Seattle

NW-ANS-309 Northwest Provides Highly Effective Competition For Western U.S. —
China Passengers Via Narita

NW-ANS-310 88% of Western U.S. — China Traffic is Located in Northwest’s Five
Western U.S. Gateway Cities

NW-ANS-311 Northwest’'s Nonstop-to-Nonstop Connecting Service Via Narita
Effectively Serves 96% of California-China Traffic

NW-ANS-312 No Existing Gateway or Proposed New Entrant Would Compete with
United for the Large West Coast-Shanghai Market

NW-ANS-313 No Existing Gateway or Proposed New Entrant Would Compete with
United for the Large West Coast-Beijing Market

NW-ANS-314 United Already Serves 32 of its 36 Online Connecting Points at LAX
Via One or More of its Existing Gateways to Shanghai

NW-ANS-315 U.S.-Guangzhou Traffic is Growing Rapidly

NW-ANS-316 Northwest Provides the Only U.S. Flag Service to Guangzhou — With
Nonstop-to-Nonstop Service from Seven U.S. Gateways

NW-ANS-317 75% of Traffic on Northwest’s Narita-Guangzhou Flights is Going To
or From the United States

NW-ANS-318 Northwest Must Use Its Narita Hub to Reach Western U.S.-Guangzhou
Passengers — Which Account for More Than Two-Thirds of the Traffic

NW-ANS-319 Northwest Cannot Serve the West Coast to Guangzhou

Market via its Midwest Hubs

iv



Index of Rebuttal Exhibits

Exhibit Title

NW-ANS-320 Northwest’s Nonstop-to-Nonstop Service Via Narita Serves 99% of
California-Guangzhou Passengers

NW-ANS-321 Northwest’'s Nonstop-to-Nonstop Service Via Narita Serves 94% of
Western U.S.-Guangzhou Passengers

NW-ANS-322 Northwest Provides Nonstop-to-Nonstop Service Via Narita for 67% of

U.S.-Guangzhou Passengers With Connecting Service via Detroit and
Minneapolis for 99.5% of U.S. Total

Rebuttal to Continental

NW-ANS-401

NW-ANS-402

NW-ANS-403

NW-ANS-404

NW-ANS-405
NW-ANS-406

NW-ANS-407

NW-ANS-408

Continental’s Newark Hub Serves Far Fewer Points in a Significantly
Smaller Catchment Area to Shanghai

Northwest’s Primary Catchment Traffic Base to Shanghai is 77%
Larger Than Continental’s

Northwest Will Serve 70% More Nonstop-to-Nonstop U.S. Points to
Shanghai as Continental

Northwest Will More Than Twice As Many Nonstop-to-Nonstop U.S.
Points to Shanghai Than Continental Within 10% Circuity

New York Already Has Nonstop Service to Shanghai

Continental’s CLE — EWR - PVG “Through Service” is Nothing But a
Glorified CRS Listing

Cleveland Passengers Would be Forced to Fly 45 Minutes Longer and
1,100 Miles Farther Roundtrip via Newark Than Detroit

Detroit is a More Effective Transpacific Gateway Than Newark —
Detroit Has More Transpacific Seats Than All of the Competing
Eastern U.S. Hubs

Rebuttal to American

NW-ANS-501
NW-ANS-502
NW-ANS-503

NW-ANS-504

Chicago Already Has Nonstop Service to Beijing
Detroit-Shanghai is the Largest New Nonstop O&D Market at Issue

American’s Asia Services at Chicago Substantially Underperform
Northwest’s at Detroit

Northwest’s Detroit Proposal Will Provide the Most Effective
Intergateway Competition Against United and American at Chicago

Rebuttal to US Airways

NW-ANS-601

NW-ANS-602

There Are Nearly Four and a Half Times More Detroit-Shanghai O&D
Passengers Than Philadelphia-Beijing O&D Passengers

Philadelphia Passengers Have Three Nonstop Beijing Gateways
Within 155 Miles



Index of Rebuttal Exhibits

Exhibit Title

NW-ANS-603 Delta’s Atlanta Hub Serves Far Fewer Points In a Significantly Smaller
Catchment Area to China

NW-ANS-604 Philadelphia’s and Newark’s Primary Catchment Areas to China Are
Indistinguishable

NW-ANS-605 There are Six Open or Available U.S.-Asia Markets Larger Than Beijing
With No Service by US Airways

NW-ANS-606 Asiais the “Undiscovered Continent” for US Airways - US Airways
Serves No Destinations in Asia Despite Numerous Open Entry
Opportunities

NW-ANS-607 US Airways is a Star Alliance Member and Has Failed to Implement the

Codeshare Services on United That It Championed in the Last Case

Rebuttal to MAXjet

NW-ANS-701

NW-ANS-702

Northwest Will Offer More Than Twice as Much Shanghai Capacity as
MAXjet

Northwest Would Offer Shanghai Service to 111 More U.S. Points
Than MAXjet

Volume Il

Customer and Civic Support

NW-ANS-801

Northwest Has Received a Tremendous Outpouring of
Public Support — Northwest Received 100,000 Support Letters Just
Three Days After Filing its Application

vi
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Selection of Northwest Wil
Maximize Public Benefits



Docket OST-2007-28567
Exhibit NW-ANS-101

Northwest Will Serve the Most Nonstop-to-Nonstop U.S. 'nwa Page 1 0f 1
Points to Shanghai Within 10% Circuity

NORTHWEST AIRLINES

Nonstop-to-Nonstop U.S. Points
(Within 10% Circuity)

120 -

100 -

80 1 74

60 -

40
40 A

24

20 -

Northwest DTW-PVG Delta ATL-PVG Continental EWR- United LAX-PVG MAXjet SEA-PVG
PVG

Note: Includes U.S. points with no more than 10% circuity to proposed China gateway via U.S. gateway and included in applicant’s connecting schedule exhibits.
Sources: Data Base Products, Superset, CY 2006; Exhibits DL-603, DL-701, NW-204, NW-205, NW-206, AA-102, AA-103, US-103, US-104, UA-29, UA-30, and
Application of MAXjet at 2.



Docket OST-2007-28567
Exhibit NW-ANS-102

Northwest Will Serve the Most Nonstop-to-Nonstop U.S. 'nwa Page 1 0f 1
Points to Beijing Within 10% Circuity

NORTHWEST AIRLINES

Nonstop-to-Nonstop U.S. Points
(Within 10% Circuity)

120 -

103

100 -

80 1 73 73

60 1 54

40 A

20 A

Northwest DTW-PEK Delta ATL-PEK American ORD-PEK US Airways PHL-PEK

Note: Includes U.S. points with no more than 10% circuity to proposed China gateway via U.S. gateway and included in applicant’s connecting schedule exhibits.
Sources: Data Base Products, Superset, CY 2006; Exhibits DL-603, DL-701, NW-204, NW-205, NW-206, AA-102, AA-103, US-103, US-104, UA-29, UA-30, and
Application of MAXjet at 2.



Docket OST-2007-28567
Exhibit NW-ANS-103

Northwest’'s Connecting Traffic Base to Shanghai Within 10% 'nwa Page 1 of 1
Circuity is Larger Than Any Other Applicant

NORTHWEST AIRLINES

Base Passengers in U.S. — Shanghai Connecting Markets
(Within 10% Circuity)

400,000 -

364,601

350,000 -
300,000 -
250,000 -

200,000 -
162,822 156,977

150,000 -

100,000 - 72.508

45,566

50,000 A

O -
Northwest DTW- Continental EWR- MAXjet SEA-PVG Delta ATL-PVG United LAX-PVG
PVG PVG

Note: Includes U.S. points with no more than 10% circuity to proposed China gateway via U.S. gateway and included in applicant’s connecting schedule exhibits.
Sources: Data Base Products, Superset, CY 2006; Exhibits DL-603, DL-701, NW-204, NW-205, NW-206, AA-102, AA-103, US-103, US-104, UA-29, UA-30, and
Application of MAXjet at 2.



Docket OST-2007-28567
Exhibit NW-ANS-104

Northwest’'s Connecting Traffic Base to Beijing Within 10% 'nwa Page 1 of 1
Circuity is Larger Than Any Other Applicant

NORTHWEST AIRLINES

Base Passengers in U.S. — Beijing Connecting Markets
(Within 10% Circuity)

700,000

613,624

600,000 -
515,526

500,000 -

400,000 -

300,000 -

200,000 - 172,791

101,142

100,000 A

O_

Northwest DTW-PEK American ORD-PEK US Airways PHL-PEK Delta ATL-PEK

Note: Includes U.S. points with no more than 10% circuity to proposed China gateway via U.S. gateway and included in applicant’s connecting schedule exhibits.
Sources: Data Base Products, Superset, CY 2006; Exhibits DL-603, DL-701, NW-204, NW-205, NW-206, AA-102, AA-103, US-103, US-104, UA-29, UA-30, and
Application of MAXjet at 2.



Docket OST-2007-28567
Exhibit NW-ANS-105

Northwest Will Serve the Largest Combined Local and 'nwa Page 1 of 1
Connecting U.S. — Shanghai Traffic Base Within 10% Circuity

NORTHWEST AIRLINES

Local and Connecting Base Passengers in U.S. — Shanghai Markets
(Within 10% Circuity)

450,000 -

395,918

400,000 ~

350,000 A

300,000 -

250,000 + 224,312

202,543

200,000 - 171,594

150,000 A

100,000 -

50,000 A

O_

Northwest DTW-PVG Continental EWR-PVG United LAX-PVG MAXjet SEA-PVG

Note: Includes U.S. points with no more than 10% circuity to proposed China gateway via U.S. gateway and included in applicant’s connecting schedule exhibits.
Proposed U.S. gateway demand included.

Sources: Data Base Products, Superset, CY 2006; Exhibits DL-603, DL-701, NW-204, NW-205, NW-206, AA-102, AA-103, US-103, US-104, UA-29, UA-30, and
Application of MAXjet at 2.



Docket OST-2007-28567
Exhibit NW-ANS-106

Northwest Will Serve the Largest Combined Local and 'nwa Page 1 of 1
Connecting U.S. — Beijing Traffic Base Within 10% Circuity

NORTHWEST AIRLINES

Local and Connecting Base Passengers in U.S. — Beijing Markets
(Within 10% Circuity)

700,000

634,930

600,000 - 575,258

500,000 -

400,000 -

300,000 -

200,000 A 179,888

117,168

100,000 A

O -
Northwest DTW-PEK American ORD-PEK US Airways PHL-PEK Delta ATL-PEK

Note: Includes U.S. points with no more than 10% circuity to proposed China gateway via U.S. gateway and included in applicant’s connecting schedule exhibits.
Proposed U.S. gateway demand included.

Sources: Data Base Products, Superset, CY 2006; Exhibits DL-603, DL-701, NW-204, NW-205, NW-206, AA-102, AA-103, US-103, US-104, UA-29, UA-30, and
Application of MAXjet at 2.



Detroit is the Largest New U.S.-China O&D Gateway at Issue

Docket OST-2007-28567
Exhibit NW-ANS-107

A 4 Page 1 of 1
nwa

NORTHWEST AIRLINES

U.S.-China O&D Passengers

70,000 A

60,000 -

50,000 -

40,000 A

30,000 A

20,000 -

10,000 A

Source: Data Base Products, Superset, CY 2006.

60,036

Detroit

42,713

35,978

23,525

Seattle

Atlanta

Philadelphia



Docket OST-2007-28567
Exhibit NW-ANS-108

Detroit is the Largest New U.S.-Shanghai O&D Gateway 'nwa Page 1 of 1
at Issue

NORTHWEST AIRLINES

U.S.-Shanghai O&D Passengers

35,000 A

31,317

30,000 A
27,378

25,000 A

20,000 A

14,925 14,866 14,617

15,000 A

10,000 A

5,000 ~

Detroit Washington Philadelphia Atlanta Seattle

Source: Data Base Products, Superset, CY 2006.



Docket OST-2007-28567
Exhibit NW-ANS-109

Detroit is the Largest New U.S.-Beijing O&D Gateway Vnwa Page 1 of 1
at Issue

NORTHWEST AIRLINES

U.S.-Beijing O&D Passengers

25,000 ~

21,306

20,000 A

16,026

15,000 A

10,000 A
7,097

5,000 -

Detroit Atlanta Philadelphia

Source: Data Base Products, Superset, CY 2006.



Docket QST—2007—28567
Northwest’s Detroit Hub is the Largest and Exhibit NW-ANS-110

vnwa Page 1 of 2
Most Effective China Gateway for the Eastern United States
Northwest Will Provide Nonstop-to-Nonstop China Service For 112 U.S. Points NORTHWEST AIRLINES

Beijing

Shanghai
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Source: Official Airline Guide, August 2007





