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COMMENTS OF AIRTRAN AIRWAYS, INC.

AirTran Airways, Inc. (“AirTran”) hereby files these comments in response to comments and a petition submitted by Delta Airlines through its wholly owned subsidiary, Comair, Inc.  Comair asked for an exemption to operate slots at Ronald Reagan Washington National Airport (“DCA”), which had been utilized by America West Airlines, Inc. to add service to Savannah and Lexington.  


In justifying its latest demand for DCA slots, Delta/Comair states:

…DCA as the preferred gateway to the nation’s capital…has been the airport of choice for local governmental and business leaders to gain access to their elected federal representatives.  As a result of the limitations on DCA slots, which have historically driven carriers to the largest markets, small communities have been unfairly penalized in terms of convenient nonstop access to the heart of the nation’s capital.

…testimony submitted by the general Accounting Office on that same date found that “[small] communities have long faced challenges in obtaining or retaining the commercial air service they desire.  These challenges are increasing as many U.S. airlines try to stem unprecedented financial losses through numerous cost-cutting
measures including reducing or eliminating service in some markets.  Small communities feel such losses disproportionately…”.  The FAA should use the current DCA slot exemption opportunity to do something that will have an immediate and positive impact on small community service.

Finally Delta/Comair noted that:

In sum, large cities served from DCA are receiving good service, strong competition, and reasonable fares.  FAA should reallocate the available slots to Comair for services consistent with the historical basis of the special exemptions – to provide flights in otherwise unserved markets – and also to promote the more recently articulated goal of small community that Congress expressed in AIR-21.

Delta is the Second Largest DCA Slot Holder

As acknowledged by the Department in Order 2001-6-20 (June 22, 2001), Delta is a large and growing carrier at DCA:

Further, Delta already has a significant presence at DCA, operating the second largest number of slots of any carrier serving the airport
Delta Airlines and the Delta Connection carriers continue to increase their existing “significant presence” at National Airport. A full page advertisement in the Sunday, September 29, 2002 Washington Post showed Delta’s strength at that time:

· Delta from Washington, DC: 86 flights daily

· 18 flights from BWI

· 22 flights from Dulles

· 46 flights from National

Delta flies nonstop from the Washington metro area to 8 cities every day with connections to more than 400 destinations worldwide. 

As a result of various slot leases and purchases including a 2002 agreement to obtain 24 National Airport slots from Northwest Airlines
, Delta has continued to expand its DCA presence.  This has resulted in a daily service increase of over 30%, compared with their September 2002 level of service. In addition, Delta Airlines was awarded by DOT two beyond perimeter AIR-21 slots to operate a roundtrip between DCA and SLC.  Delta has further increased its National Airport presence as a result of its alliance agreement with Northwest Airlines and Continental Airlines approved by DOT.  It now wants even more slots.  Delta, the second largest DCA slot holder, operates more of its DCA slots in monopoly markets than any other carrier.

Response to Comair’s Claims


While Comair pretends to be interested in serving Savannah and Lexington, that service is apparently not a high priority for the Delta/Comair team.  As the second largest slot holder at DCA, Delta has ample slots in its control to support Savannah and Lexington service.  Instead of utilizing slots to serve these small markets, Delta apparently believes that it is more important to increase frequencies by both it and Comair in its existing monopoly markets. When Delta completed last year’s “behind closed door” slot transaction with its alliance partner, Northwest Airlines, it could have utilized the slots it obtained to serve Savannah and Lexington but it decided that it was more important to expand current service to 18 daily roundtrips in the DCA-ATL market and 9 roundtrips in the DCA-CVG market its real priority.  According to Comair’s comments, “small communities have been unfairly penalized in terms of convenient nonstop access to the heart of the nation’s capital” by the slot limitations.  Perhaps, Comair should look closely at its use of slots.  It is Delta’s decision to dominate existing markets, not the slot rule that has “penalized” small communities.  

Another argument presented by Comair calls into question the validity of its overall comments.  Comair stated:

In sum, large cities served from DCA are receiving good service, strong competition, and reasonable fares. 

Delta and Comair are the only non-stop carriers in the DCA-ATL market, and yet they choose to serve that market 18 times a day rather than initiate service to Savannah, Lexington, or other communities.  DCA-CVG is also a market with no non-stop competition.  Delta/Comair’s definition of competition appears to be synonymous with a monopoly.   As to reasonable fares, why are Delta/Comair’s fares between ATL-IAD
 lower than between ATL-DCA?  As the following chart demonstrates, it treats DCA pricing actions differently from IAD.

	ATL-Washington Pricing

	 
	Delta
	Delta
	AirTran
	AirTran

	 
	ATL-DCA
	ATL-IAD
	ATL-IAD
	ATL_BWI

	Walk-up
	$629 
	$227 
	$227 
	$222 

	
	
	
	
	

	3-AP
	$579 
	$187 
	$187 
	$182 

	
	
	
	
	

	7-AP
	$137 
	$122 
	$122 
	$122 

	
	
	
	
	

	14-AP
	$125 
	$102 
	$102 
	$102 

	
	
	
	
	

	Ø All fares are as of 10 am on Monday, April 7, 2003

	Ø All fares are listed as one-way fares

	Ø In ATL-DCA, Delta requires a Saturday night minimum stay on the Sale, 14-AP, and 7-AP fares


Could it be because there is competition in the ATL-IAD market?

The Department has Recognized the Benefits of Low Fare Air Service

The consumer benefits of low fare competition have been well documented by DOT.  In its January 2001 Domestic competition series report on the Dominated Hub fares, DOT referred to the benefits of low fare competition as “enormous” and cited AirTran’s entry in the Atlanta-Buffalo market as well as it’s impact on pricing in Greensboro as an example of how consumers benefit from low-fare service:

The negative effects of high hub fares reach beyond hub cities.  Spoke communities whose service is predominantly to network hubs by hub dominant carriers may also be subjected to high prices.  Buffalo, New York provides a good example of this, and also the benefits of low-fare competitive alternatives.  People at Buffalo, and their elected representatives, worked hard to attract low-fare service and they have succeeded.  The benefits, in terms of increased service and lower prices, are enormous.  For example, average fares declined by 36%, from $185 to $119, in the Atlanta-Buffalo market after AirTran’s entry, and the number of passengers in the market increased by 65%.  

 

“Dominated Hub Fares,” Office of the Assistant Secretary for Aviation and International Affairs, U.S. Department of Transportation, January, 2001
In the DOT “Third Quarter 2001 Passenger Airfare Information” (August 2002), DOT noted that low-fare service is spreading into smaller and longer-haul markets, and a few low-fare carriers are also now competing more aggressively for business passengers who are willing to pay a premium for last-minute travel.  

The report adds: 

AirTran Airways has positioned itself as an affordable business alternative rather than solely as a purveyor of rock bottom fares has expanded into smaller business centers such as Milwaukee, Wichita and Akron.  AirTran also serves a number of large business centers such as a New York, Dallas, Philadelphia, and Washington, DC.  All destinations receive nonstop service to AirTran’s Atlanta hub.

In Order 2003-1-16, when DOT awarded four slots to AirTran, DOT noted, “only AirTran would offer the dual public benefits of new entry at DCA and low-fare service.”  Various studies have placed the consumer benefits of AirTran’s service in Atlanta at more than $700 million per year.  Not one of these studies mentions the impact that Delta or Comair has on fares or service.  If AirTran was allowed to expand its DCA opportunities and serve ATL, imagine the fares that it could bring to communities such as Savannah and Lexington.  Only then would the Delta system respond.

Conclusion


At a time that consolidation in the industry continues and many of the nation’s large carriers have opted not to compete with each other, it is time to let those few carriers that are offering competitive fares to operate in closed markets.  Allowing AirTran to offer low fare service from DCA to regions of the country and markets that do not have such service is unique and is in the public interest.

It is time for the Department to promote “strong” and real competition at DCA along with reasonable fares.  It can do so by denying Comair’s petition and by increasing the number of slots available to AirTran; it will not do so by allowing the second largest slot holder at DCA to yet again increase its slots holdings while again blocking new entry.    


Delta has utilized extraordinary efforts to block real competition, particularly in Atlanta markets.  Its purchase of the Northwest slots and this application at a time that it continues to report record losses and has announced that it is reducing flights is further evidence of these efforts.


According to Comair, it is time to expand dominance and block new low-fare service.  According to DOT studies and the public interest, it is time to allow low-fare carriers to bring competition to the American public even at DCA.


Wherefore, AirTran Airways respectfully requests that DOT reject Comair’s request and grant AirTran’s proposal to bring the “enormous” benefits of its low-fare service to communities that are under the high “fare” dominance of the second largest slot holder at National Airport.  At a time that American consumers have cut back travel plans, it is more important than ever to stimulate travel demand.  Therefore, DOT should immediately award the America West slots to AirTran Airways.
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� Delta Connection carriers Atlantic Southeast Airlines (ASA) and Comair plan to offer 20 nonstop flights from Washington National to eight new cities as well as additional flights to New York, Atlanta and Cincinnati beginning November 1.  New destinations include Charleston, S.C., Columbus, Ohio, Huntsville, Alabama, and Jacksonville, Orlando and Tampa, Florida.  The carriers will offer three more round-trip flights to Atlanta, one additional flight to Cincinnati and a single round-trip flight to New York.  The new and extended regional jet service increases total daily flights by Delta Connection from Washington National to 31. (Aviation Daily, September 16, 2002)


� See Delta’s recently announced “Atlanta, Go When You Want to Go Sale.”  Although Delta includes IAD in the sale, it did not include DCA (where it has no competitors) in the sale.  Is this competition?
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