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On September 15, United Airlines, Inc. (“United”), Delta Air Lines, Inc. (“Delta”), Continental Airlines, Inc. (“Continental”) and American Airlines, Inc. (“American”) submitted comments objecting to the AirTran Airways, Inc. (“AirTran”) petition for an exemption (dated August 11, 2003) asking FAA to provide it with ten exemption slots at LaGuardia Airport (“LGA”).
  These are the very carriers (along with US Airways, Inc. (“US Airways”)) that dominate LGA and other high density airports.  

Carriers Objecting to Service to Small Communities

To understand the motive for the carriers raising these objections it is important to explain their dominance over service at the high density airports and the New York area.  

As noted in AirTran’s September 15, 2003 “Response of AirTran Airways, Inc. to US Airways, Inc.”, US Airways is by far the largest operator of slots at LGA, where it and its commuter affiliates operating under the US Airways code hold approximately 400 slots.  United (US Airways codeshare partner) holds 64 slots, for a combined total of approximately 464 slots.  Delta and its affiliates hold approximately 250 LGA slots and American and its affiliates have approximately 250 slots.  At the same time, AirTran has 20 LGA slots.  American, Delta, United and US Airways each utilize more LGA slots in single markets than AirTran holds in total.

Delta, Continental and Northwest are part of the largest alliance in the history of the United States airline industry.  These carriers have a strong presence at all three New York area airports (Continental controls Newark International Airport (“EWR”)) and have the ability today to add flights in any LGA market.  In FAA docket 2001-9854, Continental states that it is “the primary airline serving the New York metropolitan area” and that it “operates more daily New York metropolitan area flights, serves more cities nonstop from the New York metropolitan area and carries more metropolitan New York area passengers than any other carrier.”  In an October 3, 2002 press statement, Delta announced it offers more flights and seats than any other carrier between New York and Florida.  According to Delta’s press statement, Delta offered 266 weekly flights between LGA, John F. Kennedy International Airport (“JFK”), EWR, and Islip and Florida.  Since that time, Delta has completed its alliance with Continental and Northwest and has created “Song”, a Delta subsidiary that operates 757s to multiple markets from JFK and LGA.  Delta’s October 2002 press release also noted that Delta is the world’s second largest carrier and is the U.S. airline with the most transatlantic destinations.  Delta, Northwest, and Continental also have extensive international alliances.  

In a speech to the American Bar Association Air and Space Law Conference (April 3, 2003), the President of US Airways emphasized the strength and size of US Airways on the east coast:  

· The major carrier east of the Mississippi, where 60 percent of the nation’s population and wealth reside.

· Strong positions in the major business markets of Boston, New York and Washington, with excellent facilities and slot holdings at the preferred airports of Logan, LaGuardia and Reagan National, respectively.

· A network of nearly 200 communities.  We are the only carrier at 40 of them, and the number one or number two carrier in the two-thirds of them

American Airlines is not only one of the largest carriers at LGA but after its takeover of TWA, it now is the largest carrier operating at JFK.  

These carriers do not need protection from a carrier trying to operate a total of thirty slots at LGA!

These giant carriers claim to be concerned over the impact on their operations and the competitive environment if AirTran is allowed to continue one roundtrip between LGA and Akron-Canton, Ohio, one roundtrip between LGA and Newport-Williamsburg, VA., and if it was allowed to add three roundtrips to a new market.  

The basis for Continental’s opposition to AirTran’s additional LGA-CAK service was highlighted in a speech made in April, 2003, by the Chairman and Chief Executive Officer of Continental, who “urged Northeast Ohio business travelers to fly out of Hopkins, rather than Akron-Canton Regional Airport, where cut-rate airlines like AirTran Airways have stolen flights from Continental’s Cleveland (“CLE”) hub.  He warned that if Continental continues to lose money in Cleveland, the city could lose its hub.”  (The Beacon Journal, September 16, 2003)  Apparently, Continental believes that AirTran’s third LGA-CAK flight could result in the closure of CLE as a hub.  Therefore, it is no surprise that Continental is opposing the AirTran petition.  They don’t want low-fare competition.

With Continental’s eight LGA-CLE roundtrips (five with regional jets) it is no wonder that they do not want AirTran operating three LGA-CAK roundtrips, all on 717 aircraft, particularly when those flights offer low-fare options to Akron-Canton and Cleveland business travelers.

The Objecting Carriers Have Not Presented Any Basis for the FAA to Deny AirTran’s Petition


American, Continental, Delta, United and US Airways have presented multiple arguments as to why FAA should deny AirTran’s petition.  Statements made by these carriers are without merit.  First, they complain about the number of flights they had to cancel at LGA in 2001.

As a result of the lottery, Delta and other airlines at LaGuardia were forced to reduce service significantly at LaGuardia.  Delta was required to reduce more flights at LaGuardia than any other airline, causing service disruptions to numerous communities.

*
*
*

Delta commenced regional jet nonstop LaGuardia service to 14 underserved communities providing a total of 46 new daily flights.

*
*
*

If the FAA determines to relax the temporary cap at LaGuardia, Delta stands ready to implement its previously-authorized AIR-21 exemption services, and is concurrently filing an application for allocation of the necessary slots.






Delta Air Lines, Inc.

AirTran fails to mention the fact that in 2000, congestion at LGA had created such a dependability crisis at that airport, an in turn throughout the national air transportation system, that the FAA imposed an LGA slot lottery to cap LGA’s scheduled operations at 75 per hour.

*
*
*

…AirTran’s petition should be denied.  Otherwise, the FAA would be inviting a return to the chaotic conditions at LGA that were remedied through the hourly cap on scheduled operations established by the lottery procedure.  To entertain AirTran’s petition would be detrimental to the traveling public, to the carriers that serve LGA and to the national air transportation system.






American Airlines, Inc.

As to claims by these larger carriers that they were not able to operate all planned AIR-21 flight additions, they do not mention why the FAA was forced to limit LGA operations.  It was a massive rush by these dominant carriers to “out-schedule” each other that created the chaos at LGA that forced the FAA to limit operations.  After AIR-21 was issued, these carriers proposed the following slot additions at LGA:

	Carrier
	Proposed AIR-21

	US Airways
	156

	Delta
	183

	Continental
	156

	American
	28


As demonstrated above and as acknowledged by the FAA, it was the rush by these large carriers to add hundreds of new regional jet operations at LGA (many to the same markets) that created the significant air traffic delays that forced FAA to cut back on the number of new flights allowed by each carrier.  Each one of these carriers fully understood the impact on LGA operations if they added a large number of regional jet operations.  They were correct.  They took these actions to ensure that other carriers could not add true competition at the airport.  In many cases, they had no interest in serving markets that they listed.  Today, some of these carriers have codeshare partners that serve some of the markets they originally proposed to serve and therefore today would not add service in these markets.  Moreover, the number of operations that FAA allowed each carrier to add after AIR-21, is a larger number of slots than the total slots requested by AirTran.
  

The gridlock and dependability crisis that existed at LGA will only occur again if the large carriers repeat their reckless act to block competition, by adding hundreds of new regional jet flights.  This is clearly the threat that Comair has sent to the agency and the other carriers by its Delta-led filing asking for additional regional jet flights at LGA.  

The FAA has indicated that the total hourly limitation for scheduled operations is approximately 75 operations per hour.  This limitation was explained by the FAA in its “Notice of Lottery for Takeoff and Landing Times at LaGuardia Airport” as follows:

This allocation capped scheduled operations to 75 per hour between the hours of 7 a.m. and 9:59 p.m.  The FAA has found that this number of flights can be accommodated in good weather conditions and at the same time, provides access for AIR-21 exemption flights.  (This number does not include extra sections of scheduled air carrier flights or the 6 reservations per hour for “Other” nonscheduled operations, including general aviation, charters and military flights.  Therefore, this maintains total operations of approximately 81 per hour, which is the optimum capacity benchmark established for LaGuardia Airport.)  [Emphasis added]

Therefore, under the applicable regulations, there can be 81 hourly operations at LGA, and, given the use of the word “approximately” in the Notice, the hourly number could perhaps exceed 81.  During the past year, the number of hourly operations at LGA has consistently been below 81 in all hours and, in all but a few hours, has been below 75 operations per hour.  Certainly, this level of capacity would easily handle the 10 slots requested by AirTran. 

In addition to claiming that they should be allowed to add even more flights at LGA, Continental claimed:

Although passengers traveling between LaGuardia and Akron-Canton or Newport News/Williamsburg may benefit from AirTran’s proposed service, they would do so only at the expense of passengers on other routes.

Passengers have saved millions of dollars because of the low-fares that AirTran has brought to multiple markets and when this exemption is approved, additional passengers will benefit from millions of dollars of additional fare savings.  There are no examples as to any “expense” that passengers on other routes will experience as a result of new low-fare service.  The opposite is time!  Low-fare service expands market demand in additional to creating millions of dollars in cost savings.  The following letter emphasizes the benefits of AirTran’s CAK service:

As the owner of a regional Travel Agency, headquartered just outside of Cleveland, Ohio, I have been challenged for decades by our customers, particularly our business travel customers, on the high prices charged by airlines from Cleveland Hopkins Airport – especially to New York. 

*
*
*

What a welcome breath of fresh consumer air the combination of Akron-Canton Airport (“CAK”) and Air Tran represents for our customers! …ease with which a traveler can go from their car to their plane in a pleasant “old fashioned service” environment, has been welcomed with overwhelming enthusiasm by our customers. Akron-Canton Airport continues to enjoy steady passenger and flight growth.  An important part of this success story has been the decision by AirTran Airways to serve CAK.  After initial service at CAK to Atlanta and Orlando, the Department of Transportation approved a small community airport grant to assist CAK, AirTran and the local communities and businesses form a partnership to establish nonstop service to LaGuardia Airport.  Within four months after initiating the service, AirTran Airways added a third roundtrip because of extremely high consumer demand.  

Robert P. Kneen, CEO of Traveline Travel Agencies, September 8, 2003 letter to The Honorable Marion Blakey

A second claim made by the larger carriers is that AirTran should not be granted authority to operate additional flights at LGA because AirTran has other options to provide service. 

AirTran does, of course, have options to pursue other than requesting an exemption from the slot requirement applicable to all airlines at LaGuardia.  AirTran makes no allegation that it has even attempted to purchase or lease LaGuardia slots, although it did so successfully as ValuJet.  AirTran could also acquire larger aircraft to meet the demand for additional seats on these routes with the slots it already holds or acquire smaller aircraft to qualify for exemption slots pursuant to the AIR-21 small community service requirements and join the lottery to secure slot exemptions which may become available.  Finally, AirTran could offer service at nearby JFK International Airport to supplement its LaGuardia service.







Continental Airlines, Inc. 

Unlike the large carriers, AirTran is operating all jets in its air carrier slots.  Moreover, AirTran fully utilizes all of its slots!

Comments about utilizing large aircraft should be directed to the large carriers that operate multiple flights in many markets and utilize small regional jets in large markets Does Continental need 8 CLE roundtrips?  Why don’t they “acquire larger aircraft so all CLE flights are with full-sized jets.”  Why doesn’t Continental add flights at Newark?  The Port Authority’s July 2003 Traffic report shows that domestic air carrier flights are down by over 8% at Newark while commuter flights are up by 16%.  Perhaps these principles don’t apply to the larger carriers.  As to the suggestion that AirTran or any new entrant should purchase or lease slots, every study conducted on the FAA Buy-Sell Rule, demonstrates that slots are not for sale and certainly not to new entrants.  As the General Accounting Office (“GAO”) noted:

FAA officials and numerous airline representatives told us that the price of a slot has risen sharply over the last decade…in order to mount competitive service in a market, an airline generally needs about six slots…so that the airline can offer a flight schedule that is attractive to business travelers.  As a result, for airlines that started after deregulation, the cost of purchasing the slots necessary to compete effectively may be prohibitive.

US General Accounting Office, Airline Deregulation: Barriers to entry Continue to Limit Competition in Several Key Domestic Markets (GAO/RCED-97-4) Washington DC:  US General Accounting Office 1996, pp. 6-7

A third fictitious argument made by the large carriers as to why AirTran should be denied additional flights at LGA relates to an Order issued by the Department in 2001 in response to a petition submitted by America West:

As the Department explained when denying a similar request for LGA slot exemptions, the Department cannot act on such requests, even to facilitate successful new LGA services, “without impairing other important interests – notably, the serious congestion that has affected LGA, and the Department’s efforts to relive that congestion with the slot lottery.” Order 2001-4-1 (Application of America West Airlines, Inc.) at 5.  

As the FAA has explained, maintaining the cap on total operations at LaGuardia is imperative until the long-term solutions is finalized and implemented…Significant delays and operational disruptions at LaGuardia have a negative effect on the national air traffic control system and result in a ripple effect on delays and operations at many other airports.  The airport cannot accommodate, nor can the FAA permit, unrestrained growth in operations at this time.

 

The AirTran petition is not in any manner similar to the America West petition.  AirTran has not:

1. Applied for the ten LGA slots under AIR-21;

2. Asked the government to waive the Port Authority’s perimeter rule; nor has it 

3. Asked for slots at a time that LGA is operating above FAA imposed capacity limitations. 

 

America West had applied for 12 LGA slot exemptions for service to and from Phoenix, Arizona, and Las Vegas, Nevada to operate beyond the 1500-mile perimeter rule imposed by the Port Authority, which prohibits nonstop operations to or from LGA outside the perimeter.  

 

AirTran’s petition was filed with the FAA under Part 11 of the federal aviation regulations.  While many carriers might want to operate from LGA to markets outside of the perimeter rule, AirTran’s request is only applicable to carriers that have been blocked from expanding beyond the 20 slots obtained pursuant to AIR-21.  AirTran has submitted this request at a time that total LGA operations are significantly below LGA operations at the time that DOT denied the America West petition.  As discussed above, capacity at LGA is clearly available for the few flights requested by this petition.  According to the Port Authority’s July 2003 Traffic Report, air carrier flights at LGA are down 3.1% year to date.  AirTran is seeking ten slots to be operated at LGA which according to the FAA has capacity for 75-81 operations in each hour from 0700 to 2200. 

 

Allowing AirTran to continue its extremely successful flights in the LGA-CAK and LGA-PHF markets is clearly in the public interest (as is allowing AirTran to initiate service in another small/medium market.)  In contrast, there is zero public interest in taking these 10 slots and providing them to carriers that have multiple flights to well served markets, are under utilizing their existing slots, and could easily expand at other area airports.

 

When the Department denied the America West petition on April 2, 2001, it stated, “FAA is now considering various alternative longer-term, approaches to supplant the slot lottery at LGA.”  The FAA proposals are now on hold for a variety of reasons including the elimination of the severe delay problems that existed at the airport in 2001.        

Conclusion

The Department has on multiple occasions cited the type of benefits that AirTran and other low fare carriers create when they have opportunities to expand operations at dominated airports and when they bring service to markets with limited or no low fare service.  The Department has also emphasized the importance of allowing low fare carriers to enter high density airports, although that has only been accomplished in a few situations.  

In Exemption 5133, granted to America West (January 1999), The Department emphasized the importance of new entry at high density airports.  

The Department supports the promotion of competition in all aspects of the airline industry, and is interested in public and industry comments on the need for, and potential means of, promoting new entry at capacity-restricted airports in furtherance of competition.  New competitive service by additional carriers at such airports provides benefits to consumers in the form of lower fares, additional service in existing markets, and new service to markets previously not served.

*
*
*

…promoting competition in the airline industry and consistent with the policies of Section 102 of the Federal Aviation Act…

When a few large carriers and their alliance partners dominate multiple airports in major areas of the country, it is important for the FAA and the Department to take steps that allow for the future of competition and new entry.  Few regions of the country have the type of concentration as exists in the Boston-New York-Philadelphia area.  Approval of AirTran’s petition, would allow AirTran to operate a reasonable number of operations to multiple markets, including small markets.  It would allow AirTran to increase its ability to offer low fare travel options to business and leisure travelers from different regions in the country.  It would also help AirTran solidify its presence at CAK and PHF.  It should be no surprise that the large carriers will take all necessary steps to object to all of these possible results.

 

The slots requested by this exemption petition are available for allocation.  The FAA has clear authority to issue exemptions or to modify the high density rule.  This would be an important action that would bring enormous benefits to all communities served, to thousands of travelers, and result in tens of millions of dollars in annual savings to American consumers.  


Wherefore, we hereby ask the FAA to allocate to AirTran two slot exemptions to make permanent the third LGA-CAK roundtrip; two slot exemptions to make permanent the third LGA-PHF roundtrip; and six slot exemptions to create three roundtrip operations to a small or medium market.

Respectfully submitted,

Edward P. Faberman

Ungaretti & Harris

1500 K Street NW, Suite 250

Washington, DC 20005-1714

Tel:  202-639-7501

Fax: 202-639-7505

Counsel for AirTran Airways
September 24, 2003
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� The petition request included two slots for a third roundtrip between LGA and Akron-Canton Airport (“CAK”) and two slots for a third roundtrip between LGA and Newport News/Williamsburg Airport (“PHF”).


� At the same time, US Airways doesn’t want passengers bypassing their PIT one-stop service from LGA to CAK or from CAK to LGA.  They do not want low-fare competition.  As they have done whenever a low-fare carrier has entered one of its hubs, it is in their best interest to block expansion of low-fare service.


� The large carriers claim that if FAA approves AirTran’s request, multiple other carriers will request slots.  That is inaccurate.  Only a limited new entrant that has 20 slots would seek this kind of relief.  Spirit and possibly ATA are other carriers in that position.


� Since 1996, the price has increased even more significantly.
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