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ANSWER OF DELTA AIR LINES 
Delta Air Lines, Inc. (“Delta”) opposes the application of American Airlines, Inc. (“American”) for “permanent” allocation of seven U.S.-Argentina frequencies.   The Department has already determined that this is not the appropriate time to conduct a long-term allocation proceeding for U.S.-Argentina frequencies.  Although the Department was willing to make seven frequencies available to American for temporary use on the Dallas/Ft. Worth-Buenos Aires route, American has said no, and its affirmative rejection of DOT’s offer should be the end of the matter.  

American’s “permanent” application is non-responsive to the Department’s April 3, 2002 Notice concerning the availability of Argentina frequencies.  Since there are no permanent frequencies in issue at this time, American’s application should be dismissed or denied.  As stated in Delta’s February 21, 2002 letter to the Department, Delta remains interested in an allocation of U.S.-Argentina frequencies, and intends to participate in the future carrier selection proceeding when economic circumstances permit the Department to make a reasoned decision concerning the best long-term use of the frequencies to maximize overall public benefits.

In further support of its position, Delta states as follows:

1.
Argentina currently in the throes of an economic crisis that is unprecedented in its history. 
  Demand for air travel on U.S.-Argentina routes has dropped precipitously, causing United to suspend both its Chicago-Buenos Aires and JFK-Buenos Aires flights until the 2002/03 Winter Season.  See, e.g., Aviation Daily (April 24, 2002).  Against this background, the Department correctly concluded that “we do not believe that the public interest is best served by making a decision at this time on the permanent award of the rights at issue.” DOT Notice dated April 3, 2002 (Undocketed).

2. 
Delta concurs with the Department’s determination.  While American postures that it is willing to commit to DFW-Buenos Aires service on November 1, 2002, it is only willing to do so if it is awarded frequencies on a permanent basis.   American already holds 21 permanent Argentina frequencies to Delta’s seven.  It would not be consistent with the public interest to allow American to usurp the long-term use of seven more frequencies – and permanently foreclose new entry and competition in Argentina -- by operating DFW service on a “lost leader” basis in the short term.

3. 
The fact that American has unequivocally rejected the Department’s offer to make temporary use of these rights confirms that American’s real objective is to warehouse limited-entry Argentina frequencies and preempt allocation of these frequencies to a competitor.   If there was a compelling need for DFW-Buenos Aires service, American would have take in the Department up on its temporary offer, as Delta has in operating daily Atlanta-Rio de Janeiro service with a temporary frequency allocation.   

4.
Allowing American to parlay a short term startup advantage into a permanent Argentina frequency allocation would fail to achieve the best long-term public benefits maximizing result.   American is the dominant U.S. flag carrier in Argentina, and indeed the whole of Latin America.  Delta has been working hard to catch up to American, which is difficult considering American’s huge advantages in terms of limited-entry Latin America rights and established market presence.  Awarding American any more permanent limited-entry rights in Argentina would be a giant step backward in the Department’s efforts to balance the competitive playing field.   As the Department stated in Order 2000-12-13, when it first allocated the frequencies now at issue, “because of this long history of restrictive service, one of our major objectives was to create new opportunities for additional carriers to serve this important market.”  (Page 8).  The Department  should not abet American’s effort to preempt such new entry by laying permanent claim to the only U.S.-Argentina frequencies that will be available for allocation in the foreseeable future.

5.
Delta agrees that temporary awards are inferior to permanent awards, and that long-term carrier selection cases should be held at the first reasonable opportunity.   However, the unprecedented distress in the U.S.-Argentina marketplace makes it impossible for carriers and the Department to make a responsible determination concerning the best long-term public interest needs.  The Brazilian economy is in far better shape than Argentina, but only last week the Department ordered that:

We do not find that it would be appropriate now, given the current economic climate in the U.S.-Brazil market, to make any decisions regarding permanent reallocations or back-up awards regarding U.S.-Brazil frequencies.  Rather, we believe that the public interest would be best served by here by deferring action on Delta’s application for a permanent U.S.-Brazil frequency allocation.  (Order 2002-4-19 at 7)

If the Department is not willing to presently consider a permanent allocation to Delta for Atlanta-Rio service – a route Delta is currently operating under the yoke of an inferior temporary frequency allocation – and, in the Department’s words, “in the face of difficult market circumstances” – then there is no basis whatsoever to indulge American’s demand here for a permanent allocation.

6.
Contrary to American’s claims, the Department’s decision not to immediately convene a permanent allocation proceeding at American’s behest is fully consistent with existing law and policy.  The Department has historically used temporary awards to promote the beneficial use of frequencies when circumstances make permanent allocation impractical or imprudent.  Indeed, American itself obtained a temporary award of U.S.-Brazil frequencies under virtually identical circumstances to those presented here.   Due to depressed market conditions in Brazil, United advised the Department in 1996 that United would have to defer indefinitely its plans to use seven recently allocated frequencies for Miami-Sao Paulo service.   American was the dominant carrier in Brazil, but there were no other eligible U.S. carriers able to use the frequencies.   The Department allowed American to make temporary use of the frequencies, but declined to make a permanent allocation due to competitive market structure considerations:

. . . we believe that it is in the public interest to award American seven additional Brazil frequencies with the understanding that we may reexamine the merits of that allocation in a proceeding dealing with the longer term needs of the market.  Order 96-3-47 at 4 (emphasis added).  

American enjoyed the temporary use of those frequencies for three years before the Department decided to “institute the 1999 Brazil Service Case to consider allocation of seven weekly frequencies on a long-term basis.”  Order 99-9-23 at 1.

7. 
The same considerations that led the Department to limit American to a temporary allocation in Brazil are at play here.  (a) American is the dominant carrier in Argentina; (b) short term economic distress has disrupted competitive new entry that would otherwise have occurred; and (c) other carriers remain highly interested in instituting new Argentina service as soon as it is economically feasible.  For the same reasons, it is also appropriate here to permit American to make temporary use of the frequencies, should it desire, but to limit those frequencies to an express recall condition.

8.
The Department was correct in its April 3, 2002 determination that this is not the proper time to make a decision concerning the long-term needs of the U.S.-Argentina market.   The current economic crisis prevents carriers and the Department from making a reasoned decision concerning long-term service needs.  Since American has declined to make temporary use of the frequencies, and the Department has already determined that permanent rights are not in issue at this time, American’s application should be dismissed or denied.
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� See, e.g., � HYPERLINK "http://c.moreover.com/click/here.pl?j36830092&w=619512" \t "_blank" �Argentina tightens banking freeze...�   BBC   Thu Apr 25 12:28:00 EDT 2002


� HYPERLINK "http://c.moreover.com/click/here.pl?j36828266&w=619512" \t "_blank" �Frustrated Argentines Seek Ways To Get Their Money...�   Singapore Business Times   Thu Apr 25 11:57:00 EDT 2002


� HYPERLINK "http://c.moreover.com/click/here.pl?j36816683&w=619512" \t "_blank" �Argentina mulls fix for hyperinflation...�   BBC   Thu Apr 25 08:38:00 EDT 2002


� HYPERLINK "http://c.moreover.com/click/here.pl?j36799008&w=619512" \t "_blank" �Argentina's embattled president rallies supporters behind economic rescue plan...�   MSNBC   Thu Apr 25 03:57:00 EDT 2002


� HYPERLINK "http://quote.bloomberg.com/fgcgi.cgi?touch=1&btitle=Business&T=sa_content.ht&s=APMd3rhWjQXJnZW50" �Argentina Misses Interest Payment on Samurai Bonds� Bloomberg Apr 24, 2002


� HYPERLINK "http://quote.bloomberg.com/fgcgi.cgi?touch=1&btitle=Bonds&T=sa_content.ht&s=APMXuqxawQXJnZW50" �Argentine Shopkeepers Comment on Declining Sales, Closed Banks� Bloomberg Apr 23, 2002


� HYPERLINK "http://quote.bloomberg.com/fgcgi.cgi?touch=1&btitle=Top%20News&T=sa_content.ht&s=APMCr2ha2QXJnZW50" �Argentina Closes Banks Indefinitely to Block Deposits� Bloomberg Apr 19, 2002


� HYPERLINK "http://quote.bloomberg.com/fgcgi.cgi?touch=1&btitle=Economics&T=sa_content.ht&s=APL38.RWGQXJnZW50" �Argentina Needs More `Bitter Medicine,' Koehler Says� Bloomberg Apr 17, 2002


� HYPERLINK "http://quote.bloomberg.com/fgcgi.cgi?touch=1&btitle=Economics&T=sa_content.ht&s=APLtKlhPMV29ybGQg" �World Bank Readies New Loans of $700 Million for Argentina� Bloomberg Apr 15, 2002


� HYPERLINK "http://quote.bloomberg.com/fgcgi.cgi?touch=1&btitle=Bonds&T=sa_content.ht&s=APLTXnBW6QXJnZW50" �Argentina's Welfare Needs Are `Immediate,' IMF Negotiator Says� Bloomberg Apr 10, 2002


� HYPERLINK "http://quote.bloomberg.com/fgcgi.cgi?touch=1&btitle=Top%20News&T=sa_content.ht&s=APKstuxSoQXJnZW50" �Argentina's Ex-Economy Minister Cavallo Detained� Bloomberg Apr 3, 2002


� HYPERLINK "http://quote.bloomberg.com/fgcgi.cgi?touch=1&btitle=Top%20News&T=sa_content.ht&s=APKt9ohUVSU1GIGBT" �IMF `Simply Ignored' Argentina Debt Risk, Mussa Says� Bloomberg Apr 3, 2002


� HYPERLINK "http://quote.bloomberg.com/fgcgi.cgi?touch=1&btitle=Top%20News&T=sa_content.ht&s=APKonLBQ1VGVsZWNv" �Telecom Argentina Defaults on $3.2 Billion of Debt� Bloomberg Apr 2, 2002


� HYPERLINK "http://quote.bloomberg.com/fgcgi.cgi?touch=1&btitle=Top%20News&T=sa_content.ht&s=APJ_zrRU9QXJnZW50" �Argentina's Peso Falls 20%; Government Controls Fail� Bloomberg Mar 25, 2002


� Since American has rejected the Department’s temporary allocation offer, the specific terms and conditions of the recall limitation are now less critical. However, should American change its position and opt to accept a temporary award, Delta recommends that the Department specify that it will institute a comparative selection proceeding within 30 days upon motion by another eligible U.S. carrier.  The frequencies should be subject to recall within 90 days of the Department’s final determination in that carrier selection case.






