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The answers recently submitted in the U.S.-U.K. Alliance Case clearly demonstrate that the proposed de facto merger between American Airlines, Inc. (“American”) and British Airways PLC (“British Airways”) is overwhelmingly anti-competitive.  Approving and granting antitrust immunity to the American/British Airways alliance and the additional proposed antitrust alliance between United Airlines (“United”) and British Midland Airways Limited (“bmi”) together would foreclose trans-Atlantic competition and further entrench the four largest slot holders at London Heathrow.  Stifling new U.S. air services at London Heathrow this way would harm consumers and cities such as Cleveland and would also dramatically slow Cleveland’s development as a major U.S. hub.  If the Department nonetheless permits the four major U.S. and U.K. slotholders at London Heathrow to merge their functions, it is imperative that the Department reallocate slots sufficient to allow Continental to institute new Cleveland-London 

Heathrow service.
  


Simply put, combining the only two U.S. carriers currently holding slots at London Heathrow with the two largest U.K. slot holders at Heathrow is a “dangerous combination” (Answer of Delta at 4), massively increasing concentration at London Heathrow and preventing new entrants from obtaining the slots and facilities necessary to institute new, competitive U.S.-London service.  Even taken alone, without United/bmi, a combined American/British Airways would control over 60% of the U.S.-Heathrow market in terms of frequency shares (Answer of Virgin Atlantic at 3) yet, taken together, American/British Airways and United/bmi would truly dominate London Heathrow with 84% of U.S.-London Heathrow frequencies and a frequency share of over 80% in 9 of 11 nonstop London Heathrow markets (Answer of Continental at 11).  Together, the proposed American/British Airways and United/bmi duopoly would create a level of concentration at London airports greater than a merger between the four largest U.S. carriers or combining the top 11 European airlines.  (Answer of Continental at 17)


The Cleveland Parties and other parties know from experience, however, that London airports are not open for new service, and it is astounding that the U.S. could consider pursuing a U.S.-U.K. “open skies” agreement while real access at London Heathrow and London Gatwick is not possible.  As Continental has noted, since U.S. airlines can already provide unlimited service to every other point in the U.K, the only benefit of “open skies” between the U.S. and U.K. would be the opening of London Gatwick and Heathrow to real competition.  (Answer of Continental at 24)  

When Continental obtained authority two years ago for its Cleveland-Gatwick service, Continental encountered great difficulties obtaining viable slots to provide the service.  (See Reply of the Cleveland Parties, November 9, 2001 in Dockets OST-01-10387 and 10388)  Other commentors have documented that the situation at London Heathrow is even worse.  When Virgin Atlantic Airways Limited (“Virgin”) decided to institute Chicago-London Heathrow service, it was unable to obtain new Heathrow slots despite “attempting to do so over a lengthy period.” (Answer of Virgin at 5)  Nor was Virgin able to find slots for its proposed Toronto-London Heathrow service despite trying for several seasons.  (Answer of Virgin at 5)  During the last three years, Virgin has been frozen at 63 weekly London Heathrow roundtrips, United has added only one roundtrip and even American and British Airways have managed only to add three roundtrips between them.  (Answer of Virgin Atlantic at 5)  This lack of capacity at London Heathrow is expected to continue into the future.  BAA plc itself has stated that it “expects only a few additional slots to be created at Heathrow” and that “the new slots are likely to be departure slots and are unlikely to have accompanying arrival slots which would be required to make new services viable.”  (Answer of Northwest at 6)


As pleased as the Cleveland Parties are that Continental is about to resume its Cleveland-London Gatwick service, Cleveland businesses and travelers must also have access to London Heathrow.  As noted by numerous other commentors, Heathrow is the London airport of choice - service to Gatwick is no substitute.  While only two U.S. carriers provide service at London Heathrow, Heathrow accounts for twice as many total U.S.-U.K. passengers and three times more premium passengers than London Gatwick (Answer of Delta at 21) and commands higher yields than are achieved by London Gatwick flights (Answer of Northwest at 4).  Access to London Heathrow provides extensive connections to the rest of Europe and beyond and as United and bmi have pointed out, London Heathrow “is the busiest and the most popular gateway point for transatlantic passengers.”  (Answer of Continental at 9 quoting United/bmi Joint Application at 7)  If, as British Airways contends, Gatwick were a true substitute for Heathrow, British Airways’ decision to concentrate its operations at Heathrow and reduce its presence at Gatwick would make no sense. (Answer of Northwest at 4 and Answer of Continental at 2)  


Continental’s proposed Cleveland-London Heathrow service would provide a new mid-western hub to compete with the American/United duopoly at Chicago and local passengers from throughout northeast Ohio and passengers connecting through Continental’s Cleveland hub would benefit from Cleveland-London Heathrow service.  Cleveland has strong economic and cultural ties with the U.K., and London is Cleveland’s top international origin and destination market.  The Fortune 1,000 companies headquartered in Cleveland and other Cleveland businesses that export to the U.K. need Continental’s proposed Cleveland-London Heathrow service.  After Canada, the U.K. is the largest destination for Cleveland exports and lack of suitable slots at London Heathrow should not continue to deprive Cleveland businesses and passengers of critical London Heathrow access.  The Department of Justice has concluded that London Heathrow slots and facilities must be provided for service at additional U.S. gateways.  (See Comments of the Department of Justice, filed December 17, 2001, at 5, 53)


If approved as proposed, the American/British Airways and United/bmi de facto mergers would be profoundly anti-competitive, would stifle airline competition between the United States and the U.K. and beyond and effectively foreclose new entry into London Heathrow.  If the Department is nevertheless compelled to approve the pending applications for antitrust immunity, it should do so only after it provides London Heathrow new entrants with sufficient commercially viable slots to bring meaningful access to this most important gateway to Europe and empower them to compete with the dominant American/British Airways and United/bmi alliances.  Until the Department is able to provide such London Heathrow access, genuine U.S.-U.K. “open skies” will prove unobtainable and the applications of American/British Airways and United/bmi must be disapproved.
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� 	Continental is reinstating Cleveland-London Gatwick service on April 15, 2001, a month earlier than originally scheduled. See Press release of Continental dated December 18, 2001.  Continental’s service between Cleveland and London Gatwick was suspended temporarily in response to the tragic events of September 11 and the subsequent decline in demand for international travel.





