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5 
CHAIRPERSON FAIRCHILD: Good morning everyone. 

everyone could find their seats, please. Just some 

scellany. If anyone would like any juice or coffee, 

ease feel free to help yourself. At this point, I would 

ke to call the second hearing concerning rate schedules 

id aviation rates in Pennsylvania to order. 

And we're going to start off immediately with 

x first testifier, who is Mr. Eric Clancy. And Eric is 

:ecutive Vice President, Delta Development Group and a 

imber of SARAA Board, which is the Harrisburg, basically 

ie Harrisburg vicinity Airport Authority Board. Eric, 

ten you're ready, you may begin. 

MR. CLANCY: Good morning. It is a privilege 

>r me to be with you this morning and speak a little bit 

tout the impact of aviation on Central Pennsylvania 

isiness. I am, as was stated, Eric Clancy. I'm Executive 

ce President with the Delta Development Group. The Delta 

ivelopment Group is a 24-person firm. It's now in its 

th year of existence. Our offices are in Mechanicsburg, 

snnsy lvania. 

It is also a privilege to serve at the 

easure of Cumberland County on the Regional Airport 

ithority. The Regional Airport Authority, as I'm sure you 

LOW, deals with the Capital City Airport General Aviation 

icility and the Harrisburg International Airport. 
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6 
At Delta Development, about 60 percent of our 

tal business is done in a triangular corridor that runs 

om Johnstown down to Greene County and up to Butler 

unty and all the area in between. And our company makes 

tween 5- and 10-person trips a week out to that area, 

stly into the greater Pittsburgh area. 

Just by way of example, if I needed to have 

0 of my development team people or planning team people 

1 Pittsburgh, say, yesterday afternoon, they could have 

ken a 3:51 flight out of Harrisburg. They could have 

sen in Pittsburgh at 4:47. 

They could have been downtown for a 6 o'clock 

rening meeting. If they were going to return this evening 

iter a dinner meeting, for example, they could have gotten 

ie 8:44 flight out of Pittsburgh, which arrives back in 

xrisburg at 9:47. So going each way, it's nominally an 

iur airtime. 

That would have cost each of those individuals 

70.50. That would have been yesterday. That meant that 

ir company would have been saddled with a $1,141 airfare 

.11 for a meeting yesterday. That's a current fare. In a 

insulting business like ours, many of those costs are 

ssed on to a client, as is the case in most service 

sinesses. 

But that is still a significant disadvantage 
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7 
>r certainly the Central Pennsylvania business and 

srtainly for using air transportation in the Commonwealth. 

: we could only get frequent driver miles on the Turnpike, 

i'd be doing very, very well. We spend a great deal of 

me on the Turnpike going back and forth. 

Intrastate travel is always a fly or drive 

oposition. We never evaluate other airports for fares. 

. just doesn't really make sense. And we seldom fly doing 

isiness within the state at this point. In a recent 

iterstate travel example, one of our management team had 

> visit a Fortune 50 Company in Connecticut. 

The flight from Philadelphia to Connecticut 

LS about $575 round trip. If he had flown from 

irrisburg, the cost would have been twice that much. And 

lat adds about 110 miles each way onto that flight. It 

mbles the cost of the flight. 

Many companies in our area have specific rules 

>out using — and just by the way, that flight to 

mnecticut was taken on about January 28th or somewhere 

round there, the last week of the month. So that's 

irrent as well. 

Many companies in our area have specific rules 

tout using airports based on cost differential for 

ights. My brother is an engineer at one of Central 

snnsylvania's largest manufacturers. He is on the road 
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8 
ve to ten days each month across the country. 

He lives less than 30 minutes from 

rrisburg's airport. But the company policy is that if 

e fare, if the fares are $150 or more higher at 

xrisburg, he must fly out of BWI, Baltimore's airport. 

A client of ours from Nevada has found that 

ying into Baltimore, based on cost and connections, has 

.lowed him to evaluate facilities and locations in 

iryland on his way up to see us. That's a significant 

lunterproductive activity for one of our clients coming 

ito Pennsylvania. That does not help Pennsylvania 

Lsiness. 

A Commonwealth official found himself in a 

isition of comparing fares for a January 2001 trip to the 

sst Coast. The trip included one of my project managers. 

ith were going to look and evaluate, to look at a system 

»r possible use in the Commonwealth. 

They looked very carefully for a competitive 

ire from Harrisburg. They were confronted with a $238 

Lre from BWI or a $1,250 fare out of Harrisburg. He 

sleeted BWI and rightfully mentioned that he could not 

itionalize a $1,000 premium to his agency or the taxpayer. 

As our development team works on technology 

Lcilities for Central Pennsylvania, one of the prospect's 

xst question is, How do we get our people to Charlotte, 
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9 
lanta, Austin, and Northern California? These are always 

impared to cost of operation in other cities for very 

impetitive economic development prices. This has become 

try, very critical. 

We are losing significant economic resources 

> Maryland each year by pushing our residents and families 

ray from our local airport facility. The key is fares and 

mnections to most ticket buyers. In an INC. magazine 

•tide in December of 2000 — it's attached there — the 

rticle is called "City Pickers: How to judge whether a 

.ty fits your business." 

The author, Rosenwein, details nine issues in 

loosing a place to put your company. So one of the 

tgredients that they focus on here — in fact, item number 

— is transportation. This is a very, very important 

.nk. And they write in the article, "Air service is 

irticularly important in today *s economy." 

She poses two questions: How many flights go 

ito or out of the nearest airport? Is there a hub nearby 

iking it easy for your customers to get to you? 

irrisburg International Airport is a vital link for 

mnsylvania business and maybe more so for national and 

iternational business that have found favor with 

mnsylvania as a place to live and work. 

We must make it easy for these people to get 
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10 
re. As is the case in most states, regions are not 

enly accommodated with air service. We have reasonable 

vels of service in the eastern and western parts of the 

ate. BWI is, however, a significant competitor for the 

itire south central region of the state and all of the 

.stern region of the Commonwealth. 

In Pittsburgh, competition from Cleveland is 

scorning a more relevant issue. Beyond the business 

immunity, the same issues impact leisure travelers; but 

iny have more options due to 21-day fare breaks. In 

antral Pennsylvania, our catchment area, the area from 

lich we would expect to collect our, the flying, the folks 

tat fly on planes in and out of here, is about 1.6 million 

iople. 

That covers eight counties. And that's based 

L travel time to and from the, to and from the airport 

Lsed on the road network in and around these eight 

mnties. They are not, however, using Harrisburg 

iternational Airport. And that is a significant hardship 

» Pennsylvania business. 

At the Airport Authority, we believe that we 

e losing over 50 percent of the enplanements in our 

itchment area, most to BWI. The key draw to BWI, the key 

aw of BWI to our catchment area is the fare oriented 

>llowed by connections, the connection options that they 
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t there. The key to BWI's fare structure is the 

uthwest Effect on all of the carriers. 

I hope that we're able to attract and retain 

rvice from existing and new carriers to serve Central 

nnsylvania residents and business people. We have a 

eat opportunity to continue economic development growth 

re. Transportation and access will continue to be vital. 

CHAIRPERSON FAIRCHILD: Thank you. Questions 

om members? 

REPRESENTATIVE LAUGHLIN: Yeah, I have one 

estion. Do you book these fares way in advance or — 

MR. CLANCY: In most cases, when we're booking 

siness, business fares, we may get a 3- to 5-day lead 

me. 

REPRESENTATIVE LAUGHLIN: So you need what, 

•out 21 days to get a lower fare? 

MR. CLANCY: The key fare breaks come at 21 

ys. That's right. 

REPRESENTATIVE LAUGHLIN: Well, okay. Thank 

u. 

CHAIRPERSON FAIRCHILD: Representative Melio. 

REPRESENTATIVE MELIO: Yeah. You know, I hope 

can help you because we have the same problem. I mean, 

have meetings and hearings in Pittsburgh. And it costs 

re to go from Philadelphia to Pittsburgh than go to a 
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reign country. And it doesn't make sense. 

And one time I was told, Did you ask for the 

vernment rate? Well, I asked for the government rate. 

ey had one from Harrisburg to Pittsburgh but not Philly 

Pittsburgh. And I said, Isn't this the same state? And 

's, it's only a 45-minute flight. 

MR. CLANCY: It is a — well, and in the 

nnecticut example, adding the 110 miles from Philadelphia 

> Harrisburg going each way added another 500-plus dollars 

• the flight. So that's — 

REPRESENTATIVE MELIO: It certainly seems to 

i that it would discourage any business from locating in 

snnsylvania. We have, you know, one of the greatest 

rports in Philadelphia and Pittsburgh. And they can't 

commodate the business community. It doesn't make sense. 

MR. CLANCY: It is a significant issue. And 

at is a growing relevance. Yeah. 

REPRESENTATIVE MELIO: Because I talked to the 

yor of Pittsburgh, and he told me that his business 

ople are going bananas because they just can't afford it. 

CHAIRPERSON FAIRCHILD: Thank you. On the 

st for your flight to Pittsburgh, was that regular class? 

MR. CLANCY: Yeah. All of the fares noted 

re economy seats, yes. 

CHAIRPERSON FAIRCHILD: I see that the 
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13 
thority is estimating we're losing about 50 percent of 

planements. Just for the benefit of the members, in 

sterday's hearings — and Tony, you're exactly 

ght — we heard over and over again that it usually reins 

tween 40 and 60 percent of leakage to other airports. 

And I think what we saw yesterday in testimony 

s similar to this in that we're not only losing leakage 

it, sadly, we're losing that leakage out of state. And 

iat I think sends up a very serious red flag for 

mnsylvania. 

In your closing paragraph, you state that you 

>pe that we are able to attract and retain service by 

listing new carriers. How would you propose that the 

ate would play a role in assisting to do that, assisting 

ithorities to do that? 

MR. CLANCY: There are a couple of significant 

tsues there. One of the — in terms of how airports are 

inded, there are some fairly significant hurdles. And I 

link somebody like Bill Shaffer may be able to speak to 

>me more details here. 

But there's an interesting issue when you deal 

th FAA funding for airport facilities. While they want 

iu to consider economic impact of improvements to 

rports, FAA money is not permitted for an economic 

velopment benefit to the community. So that creates kind 
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14 
a difficult balancing act. 

I would say that any way that we can encourage 

iditional carriers into our Pennsylvania airports is 

obably a benefit. Now, when I say that, I also realize 

tat there are some that, some folks that are starting in 

isiness and they may not solve the broad problem. 

For example, we had a shuttle service that we 

ire trying to work between Harrisburg and Pittsburgh under 

Pan Am flag. It was probably not a good fit. It was a 

-eat strategy. It was a good thought. But they just 

sren't ready yet to take that on. 

So I think that we need to be careful about 

tat. But I think additional carriers across the 

tmmonwealth is likely to be a benefit. 

CHAIRPERSON FAIRCHILD: Thank you. The last 

testion I have is one relating to rates themselves. 

isterday, we had quite a, an interesting dialogue on what 

will call special rates or those rates that are 

ivertised in the media. 

Oftentimes, a consumer will see a rate such as 

$99 special from some airport to California. They get 

:cited. They call the airlines or their travel agent. 

id they find out that no, that rate's no longer available. 

d part of the dialogue obviously based, is based on how 

ny seats are actually available and do the consumers know 
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at the parameters are. 

But has your company or you personally ever 

ied to lock in any of those types of rates; and if you 

ve, what kind of experience have you had? 

MR. CLANCY: We have not. I will add, though, 

at there was an article last week, I believe it was, in 

e Wall Street Journal about Saber using a new model, an 

tificial intelligence and modeling profiling system to 

.11 airline seats and make sure that they are balancing 

ie discount seats with the full fare seats and not 

ebooking too many discount seats so that there are, there 

; space in the planes for the full fare seats. 

And that was an article within the past 10 

tys in the Wall Street Journal. So this is, this is 

scorning a fairly significant issue. I mean, we — our, as 

pointed out, our needs, we rarely know them more than a 

sek in advance in terms of the specific details or meeting 

ihedules and the like. So we're next-day or 2-day buyers. 

REPRESENTATIVE MELIO: Mr. Chairman. 

CHAIRPERSON FAIRCHILD: Yes. A follow-up 

estion. 

REPRESENTATIVE MELIO: It probably was about 

n years ago, it probably was about ten years ago; but 

ere was an advertisement in the newspaper of a company 

at wanted to fly from Northeast Philadelphia to Allegheny 
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16 
unty Airport for $69. 

And I don't know what happened that 

scouraged that. I don't know whether the Allegheny 

unty officials or the Northeast Airport, something didn't 

rk. But maybe our committee, our staff should look into 

couraging other airlines to take advantage of those 

.cilities so that we can have a good price, something that 

e business people can live with. 

MR. CLANCY: In some areas, that's an issue of 

pacities or had been previously an issue of capacities at 

e typical airport. In other words, typically flying into 

iladelphia, you wouldn't fly into Northeast. In 

rrisburg, one of the — here in our system, one of the 

sues for discussion was, Do you try to pull a scheduled 

tarter or something like that and work it out of Capital 

ty Airport? 

The dilemma there is there's not a capacity 

oblem now at HIA. So it wasn't really a, an issue that 

t legs, so to speak. It was — it kind of — we've got a 

ace to put additional carriers at HIA. I think if there 

a capacity issue at the traditional airports, then that 

obably opens up a lot of options in using the other 

cilities in the area if they're capable of handling the 

rcraft. 

REPRESENTATIVE MELIO: Even if they can go to 

TROUTMAN REPORTING SERVICE 
(570) 622-6850 



17 
place likely Allegheny Airport, the county airport rather 

an international airport, maybe something can be worked 

t. 

CHAIRPERSON FAIRCHILD: Thank you very much. 

e next testifier will be Wendell LaPrairie. I hope I 

onounced that right. And he is with the AAA Travel of 

uthern Pennsylvania. Wendell, when you're ready, you may 

gin. 

MR. LaPRAIRIE: Good morning, Chairman 

irchild, Honorable members, distinguished guests. Thank 

>u for the opportunity to speak to you today. My name is 

ndell LaPrairie. I'm here today representing AAA of 

uthern Pennsylvania with over 217,000 members, 

proximately 200 employees, 9 offices covering 8 counties 

the Commonwealth: York, Fulton, Franklin, Bedford, 

earfield, Cambria, Clinton, and Centre Counties, and also 

rts of Somerset and Cumberland Counties. 

I'm delighted to be here today to address the 

ncerns and issues regarding air flights via Harrisburg 

ternational Airport. Among several core services that we 

ve is a travel agency with annual sales of over $18 

llion. Of this 18 million, 39 percent of that represents 

rline sales. 

We have developed a strong group travel 

partment. And generally, these groups unfortunately are 
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parting from BWI instead of MDT due to pricing and lift 

ailability even though logistically MDT would be more 

nvenient. Convenient because from York, as we know, MDT 

approximately 29 miles, while BWI is 65 miles. 

For comparison purposes, I have enclosed as 

rt of my testimony here today a comparison of several 

jor cities via BWI and MDT. I might just say that from 

rsonal experience, we have our corporate office in 

lando, Florida, which I fly there quite frequently. 

I cannot tell you the last time that I've been 

»le to fly out of Harrisburg only because of the pricing. 

you notice on my comparison sheet, the very first one 

ere, Harrisburg and Orlando, as much as $800 difference 

itween the two of them. And I'm talking basically the 

me, same time departure, same, same days and so forth. 

Recently, three of my colleagues went with me 

i Orlando. And again, we had to fly out of BWI because of 

ice difference. It would have been approximately $1,300 

fference for each one of us to fly. Reasonable airfares 

d lift availability would enhance growth and 

ofitability for Harrisburg Airport and provide the 

tizens in the southeastern region of the Commonwealth of 

nnsylvania a more reasonable, convenient means of air 

ansportation. 

I thank you for this time allowing me to 
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stify on behalf of AAA of Southern Pennsylvania about 

ese issues. While I am Vice President of the Corporate 

fairs and not directly involved with our travel agency, I 

ve agreed to testify before you this morning. 

Unfortunately, at the last minute, our Vice 

esident of Travel was called out of town. But I'll 

xtainly be happy to try to address any concerns and 

estions you might have. 

CHAIRPERSON FAIRCHILD: Thank you very much. 

have some, I guess I have some concerns which were 

dghtened yesterday during the hearings and haven't really 

en comforted much today. And perhaps your industry could 

Led some light onto how discount airfares are marketed to 

ie, to the flying public. 

Could you explain that situation a little bit? 

ease explain from a consumer's view that I would be 

tiling one of your travel agencies and asking for a, the 

west fare I could get for a flight from point A to point 

How would you take it from there as far as determining 

there are, if these discounts are available? 

And let me preface it. Say I saw it in the 

per that I can fly from Pennsylvania to California for 

9. 

MR. LaPRAIRIE: Unfortunately, in many of 

iose cases — in fact, I think it would be fair to say in 
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st of those cases, it's very limited seats availability 

r that special airfare. Secondly, there's some 

strictions on those airfares. 

It's very difficult, for example, for 

sinesses to take such use of those airfares because many 

mes it's a Saturday night stay, overnight stay, which 

ny of us many times don't need to get to our destination 

.11 Monday sometimes. We leave on a Sunday. 

Which if we would have to go down on a 

iturday to get that discount, then of course you have 

:tra expenses such as meals, lodging, and so forth. I 

link the major thing is limitation of those airfares. 

my times, a customer will call us seeing those advertised 

tecials. 

They're already sold out till we, you 

LOW — it could be the same morning, the same day. And 

ie fares are gone. 

CHAIRPERSON FAIRCHILD: Do you get 

[formation — do you know — when an airline offers these 

tecials, do they state that we have 28 seats on such and 

ich a flight available at that particular time; or would 

iey just say available? 

MR. LaPRAIRIE: We would only know 

ailability if availability existed at the time we would 

.11. We would have no advance notice of that. 
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CHAIRPERSON FAIRCHILD: How does the flying 

blic know that this is not a come-on? 

MR. LaPRAIRIE: I'm not sure they don't know 

at. I know as a consumer myself, I see special airfares. 

personally go into our travel agency and say, Tell me 

out this. What is this exactly? When they go into the 

mputer system, they're not available. They're sold. 

CHAIRPERSON FAIRCHILD: Does anyone that you 

ow of, federal government or state government or the 

dustry itself, really monitor to determine that yes, this 

i a bona fide offer and there are, there were or there are 

seats available for that $99 flight that they're 

[vertising in — 

MR. LaPRAIRIE: Unfortunately, Mr. Chairman, I 

n't answer that question. I don't know that. 

CHAIRPERSON FAIRCHILD: You said in your last, 

. your recent answers that, something on the order of 

ose rates aren't available down there or when they get 

ere. I assume you're referring to BWI for the most part. 

t I guess my specific question is, Do the smaller 

rports, including the Wilkes-Barre/Scranton, the 

rrisburg, the Williamsport, the Erie, are these specials 

ailable for those connector flights or those types of 

ights out of the smaller schedule airline airports? 

MR. LaPRAIRIE: You're referring to the 

TROUTMAN REPORTING SERVICE 
(570) 622-6850 



22 

pecial flights? 

CHAIRPERSON FAIRCHILD: Yes. The special 

ates. 

MR. LaPRAIRIE: The special rates? It all 

epends. Sometimes you will see in the, in the 

dvertisement certain destinations. And they many times 

ill not apply to the smaller airports. In fact, I have 

oticed in some ads where Harrisburg's not even included in 

hose special rates. 

CHAIRPERSON FAIRCHILD: Why do you think 

hey — any reason why they do that? 

MR. LaPRAIRIE: I think some of it could be 

ased on volume. I don't know that for a fact. Also 

ompetition. I think in the previous testimony, it was 

lentioned some additional airline carriers be added. I 

hink competition would certainly help that situation. 

CHAIRPERSON FAIRCHILD: I mean, to me it seems 

ronic that we're having all this leakage to out-of-state 

irports. And yet it seems the citizens of Pennsylvania 

re not being offered these discount rates. If we really 

anted to be smart about the transportation system, it 

eems to me that those rates should be offered at the, at 

he airport of origination in that person's geographical 

istance so that someone doesn't drive an hour and a half. 

Or we've heard instances of a 3-hour drive 
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me back, you know, one way, three hours back when they 

turn. 

MR. LaPRAIRIE: I agree. 

CHAIRPERSON FAIRCHILD: Questions? 

presentative Leh. 

REPRESENTATIVE LEH: Thank you, Mr. Chairman. 

st one, Wendell. And maybe you're not the person to 

swer this, but you're the person sitting behind the mike 

ght now. We're talking about carriers. We're talking 

out market forces. And I guess my question is — and we 

scussed yesterday the Southwest Effect. 

How do we get Southwest into Harrisburg? 

at's not the real — I'm not really asking you that. I 

ess my point is, is that Southwest flies out of BWI 

mply because people are coming there to fly out. Which 

me first, the chicken or the egg, really doesn't concern 

right now. We've got a situation here to try to 

rrect. 

But since you have people that can't get a 

cent fare out of Harrisburg, they simply go to Baltimore. 

if I'm Southwest, why would I want to come to Harrisburg 

my market is there? How do we move that market? 

MR. LaPRAIRIE: First of all, I can't answer 

mr question directly. I can tell you that our national 

fice where a lot of, a lot of the lobbying and 
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gislation is going on to try to produce these things to 

ppen, they, they make an attempt to have these things 

ppen. 

I can tell you I know from attending some of 

eir hearings and so forth, it's not an easy process. I 

link obviously a lot of it has to do with volume. As you 

.id, which came first, the chicken or the egg? They're 

>oking at Harrisburg International Airport. 

And they look at the volume going out of that 

rport and coming into that airport. Why would that 

.rline want at that point to put a hub there? It's a 

.fficult --

REPRESENTATIVE LEH: I agree. How do we 

ovide the incentive to get Southwest there? And there's 

» really incentive for them to be there. 

MR. LaPRAIRIE: No, there isn't. 

REPRESENTATIVE LEH: As far as they're 

mcerned, their customers are going to come to Baltimore. 

MR. LaPRAIRIE: Absolutely. 

REPRESENTATIVE LEH: Mr. Chairman, thank you. 

CHAIRPERSON FAIRCHILD: Representative Melio. 

REPRESENTATIVE MELIO: Yeah. But if the price 

s right, you could probably do a lot of business in the 

rrisburg Airport. If they gave the right fares, if there 

re cheaper fares, I'm sure some airline would probably do 
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booming business because there's a lot of business going 

om this area, from Pittsburgh to Philadelphia to 

rrisburg. And — but what can we do to help you? 

MR. LaPRAIRIE: Possibly what we need to do is 

I would have some of our contract people at our national 

fice which sets up the regular meetings with our vendors, 

e airlines, the Deltas, the Southwests and so forth, 

ybe that's a start somewhere as far as trying to begin 

ibbying to get some of these larger airports. 

And I know there's a lot of logistics and 

dngs that I don't personally understand because I'm not 

i that level working with these particular vendors and so 

»rth. But maybe that would be the start. 

REPRESENTATIVE MELIO: I hope so. Thank you, 

*. Chairman. 

CHAIRPERSON FAIRCHILD: Representative 

ughlin. 

REPRESENTATIVE LAUGHLIN: Do you offer or do 

ie airlines offer discounts for senior citizens? 

MR. LaPRAIRIE: In most cases, they do not. 

•metimes there will be a special offer, just as there's 

•ecial offers on certain destinations. But in most cases, 

iey do not offer that. I will say this: It's 

lazing — and I never realized this until I got a little 

t more involved in the travel agency. 
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And I'm sure I'm not telling any of you folks 

ything that you don't know. But any flight that you're 

., it would be interesting to take a survey and just to 

,nd out how many different airfares. I mean, it's 

[credible. I'm sure if, you know, there's six people 

ound you, there's six different airfares. 

REPRESENTATIVE LAUGHLIN: Well, I know the 

ight from Pittsburgh to Harrisburg and back is $570. But 

: you tell them that you're a senior citizen, then it's 

18. So you're saving almost $50 there. 

MR. LaPRAIRIE: One of the things that — I 

Link it was US Air. I think they will offer some type of 

.scount. However, they don't ask you. If you ask, you 

IOW — 

REPRESENTATIVE LAUGHLIN: That's right. 

MR. LaPRAIRIE: That's another point. 

REPRESENTATIVE ROBERTS: Thank you, Mr. 

[airman. I just have one question. I understand the 

Lvance notice on, on a reservation, you know, how many 

lople are going to be on the plane. But I really don't 

iderstand the Saturday stay. Everyone seems to have this 

.ay on Saturday. Why is that necessary to get a reduced 

ite? 

MR. LaPRAIRIE: Unfortunately, I can't answer 

at. We've been asking that in the industry for some time 
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the airlines. We've never really gotten a firm answer 

that. It's obviously — I mean, obviously for business 

avelers, it's very inconvenient, very costly, and 

rtainly in most cases does not apply to business travel. 

But we have asked that question time and time 

ain to the airlines. 

CHAIRPERSON FAIRCHILD: Thank you, 

presentative Roberts. Representative Melio. 

REPRESENTATIVE MELIO: Yeah. I know my office 

ies to get airfares when we go to different places. 

•metimes you call — you get on the computer and you get a 

.fferent price an hour later than you got. Or sometimes 

»u call on the phone and you get a different price. And 

: doesn't make sense. 

MR. LaPRAIRIE: Absolutely. And it does not 

ike sense. But I can tell you that happens constantly. 

! have people that, we have customers that will tell us in 

Lvance that they might be flying to LA in three months, 

tuld we watch those airfares? 

And it's incredible to go in every day just on 

daily basis and see that change. And you're absolutely 

ght. They do change from hour to hour. Someone just 

id — recently, there was an experience with one of our 

ients. They called for rates for Bahamas. I think it 

s Nassau. 
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They were quoted the rate. They were asked if 

ey wanted to put that on a credit card to hold it. No. 

ey were told that the price could change. They said, No, 

' s no problem. We'll be there within an hour. An hour 

.ter, that price changed to $200 more per person within 

e hour. 

CHAIRPERSON FAIRCHILD: Thank you. Thank you 

xy much. If you could, if you would perhaps go back to 

>ur organization and see if there is additional 

[formation concerning rates. I think you know where we're 

tming from. And I think you can see that we all have 

tncerns about what is going on. 

But if you can forward those to this 

tmmittee, I would appreciate it very much. 

MR. LaPRAIRIE: I'd be happy to do that, Mr. 

Lairman. 

CHAIRPERSON FAIRCHILD: Thank you for being 

ire. 

MR. LaPRAIRIE: Thank you. 

CHAIRPERSON FAIRCHILD: The next testifiers 

e Paul Stifflemire, Senior Policy Fellow, Allegheny 

tstitute for Public Policy; and C.J. Haulk, Ph.D., 

naging Director, Allegheny Institute for Public Policy. 

mtlemen, when you are ready, you may begin. 

MR. HAULK: Good morning, Mr. Chairman, 
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mbers of the committee. It's our pleasure to meet with 

u today. We're going to divide our testimony up into two 

ick segments and then allow time for questions if you'd 

ke. 

There's a handout, just some tables and 

mbers, airfares that I'd like to just walk you through, 

everyone has a copy of that. I think they're being 

livered now. By way of — 

CHAIRPERSON FAIRCHILD: Excuse me. Can 

eryone hear? There's kind of a background noise going 

L. Can everyone hear all right? Could you sit up just a 

.ttle closer to the mike? Thank you. 

MR. HAULK: Dana is handing out a table of 

rfares that I took off of Expedia over the weekend 

itween Pennsylvania cities and some pretty important 

istinations. Page 2 is a comparison of Williamsport based 

. booking short term and a little bit longer term. 

And then the back page of this 3-page handout 

- a table showing airfares from smaller cities around the 

iuntry to major destinations. It comes as no surprise, if 

iu look at Wilkes-Barre, the airfares are not very cheap. 

you want to book on a short-term basis, you can fly to 

>s Angeles for $2,000; you can fly to Pittsburgh for $684; 

id Cincinnati for 952; Chicago for $1,000. 

Now, notice that there are three major 
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rlines serving that airport. So there is potential for 

mpetition. But the fact is, they typically don't fly 

ch other's route. So there's no head-to-head fare 

mpetition. The same is true in Harrisburg. You can fly 

rect to Chicago for 1,178 on American. And you can also 

y one stop on Continental. 

Likewise, out of Allentown, the fares are 

etty high unless you want to go to Miami on a one stop. 

L no case is there a discount airline present at either of 

ese three airports. And we'd like to talk about that 

iter because getting the discount airlines at small 

rports is not something that's going to be easy to do. 

If you look at Williamsport on the next page, 

ie best I can determine, there's only one major carrier 

ying in and out of Williamsport. It's expensive if you 

»ok short notice. Trip to Pittsburgh is $567. Detroit, 

lywhere you want to go, it's pretty expensive. 

However, if you booked those same fares March 

th returning March 20, which is an over-the-weekend trip, 

e fares, except for Pittsburgh, go way down. There 

e — now, availability may be a question. But at least 

you're on Expedia, you can find these cheaper fares if 

iu*re willing to book for an over-the-weekend flight on 

rch 16th, which I guess at the time I did this was 21 

ys advance notice. 
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So it is possible to get cheap fares if you're 

lling to stay over a weekend. And in answer to the 

ntleman's question earlier why is that so, it's a simple 

estion of elasticity of demand. Business travelers have 

much lower elasticity and are willing to pay the higher 

res. 

Leisure travelers who can stay over a weekend 

n be seduced by the lower fares because it's, they have a 

ch higher elasticity. 

CHAIRPERSON FAIRCHILD: Just before you hop 

f the chart, I just want to clarify this. On the 21 days 

vance notice, that last portion of that chart, these 

uld be locked-in fares, guaranteed that I can — 

MR. HAULK: If you book them at that time. I 

n't know what happens if you wait. That's what was 

ailable at that moment. You have to get on and get them 

oked. You have to give them your credit card. And 

ey're probably not refundable. 

CHAIRPERSON FAIRCHILD: Do you know, are the 

rlines assuming that on that 21 days, that there are no 

scounts or anything else that — 

MR. HAULK: That's the best fare you can find 

Expedia. 

CHAIRPERSON FAIRCHILD: How many, how many 

ats does that entail? Is that the whole airplane or — 
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MR. HAULK: There's no way of knowing that. 

MR. STIFFLEMIRE: When those fares run out, 

cpedia won't show those fares. They'll show you the next 

jst fare available. 

MR. HAULK: So if you book it right then, you 

in get it. 

CHAIRPERSON FAIRCHILD: So we're assuming 

xat — and we'll talk regular flying class — we're 

3suming that every plane is available, or every seat is 

mailable up for that 21-day notice? 

MR. HAULK: I don't know that you can assume 

lat. It's just they're showing you the best fare 

/ailable at that time if you book it right then. If you 

lit, you may not get it. 

CHAIRPERSON FAIRCHILD: Well, that's part and 

ircel of the problem here is that — and I haven't been 

Die to get a straight answer from anybody. But are all 

lose seats available; or do they hold some of those 

lowing darn well that there's going to be a lot of people 

lat are going to, through happenstance or anything else, 

lat are going to need to get on in a 21-day or less and 

len pay a lot more money? 

MR. HAULK: Well, I'm sure the airline has a 

:rategy to try to maximize their revenue on these, on 

lese trips. And the closer you get to the date, the 
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.gher the fare's going to be because they can charge 

.gher because people need to travel. 

They're playing off the difference in the 

.asticity of the buyer and trying to maximize their 

svenue. 

CHAIRPERSON FAIRCHILD: All we're trying to 

Lnd out is going into this, into the pricing policy, does 

le consumer know that when he or she books 21 days or 

mger in advance that, that all those seats are available 

sr booking? That was my question. If you don't know, 

lat' s fine. 

MR. STIFFLEMIRE: Well, let me answer your 

lestion. I think if you're asking is every seat on the 

Lrplane at that price at that time, the answer is no. 

CHAIRPERSON FAIRCHILD: No. I'm excluding 

Lrst class, business, et cetera. 

MR. STIFFLEMIRE: Even coach, all the coach 

sats are not available at that price. There are certain 

imbers that are. What the airlines have done is segmented 

leir market. They know there is a certain segment that is 

sing to go on the basis of price. 

Other segments are going to go on the basis of 

:her criteria. Either they have to travel over certain 

ites and be back or convenience or luxury or extra leg 

50m. I saw an advertisement by American Airlines on TV. 
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.1 they were advertising was more leg room. 

How many people are going to run down and book 

.ckets on American because of more leg room? But those 

'ices at Expedia, there's a certain number of seats that 

re available at that best price. Now, after that, there 

i a certain number of seats that are available at another 

rice. 

Once all of those best price seats are booked, 

lose will not show up. I think I'm answering your 

lestion. There's only a few — 

CHAIRPERSON FAIRCHILD: Yeah. And I know you 

>n't know some specifics. But — 

MR. HAULK: Yeah. Even Southwest, which 

isically books all the seats at the same price on the same 

sgs, do have promotional fares. And if you book those 

irly enough, you can get even steeper discounts from their 

sgular low prices. 

So even the discount airline like Southwest 

.11 have the same kind of strategy if you want to book in 

Ivance with a nonrefundable fare. I mean, that's just the 

ty they do the business. 

CHAIRPERSON FAIRCHILD: I realize that. 

it here's the problem: There's a lot of people that try 

> get that 21-day fare. And they say, Sorry. It's 

.ready booked. My question is, how many — or if it's 
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>oked — let's say it's booked 45 days in advance. I call 

r travel agent. And they tell me, Sorry, Mr. Fairchild. 

it that flight is booked. 

My question is, How many other seats are not 

>oked that they're holding off until the 21-day kicks in 

; less and the fares double or triple as we've seen in 

:ior testimony? 

MR. STIFFLEMIRE: That's an interesting 

lestion because what's implied is that they've got some 

sats that they're sort of holding at a price that they're 

)t going to show to the market yet. And I don't think 

lat that's the case. And I could be wrong. 

But what I was told by a pricing expert — and 

lere is a fellow who is an expert on how airlines 

rice — is that they basically know how many seats they 

lould be selling today on a given flight at a certain 

>int in time. 

And they watch that as they get closer to that 

irticular date. If — it's like retailing. If in fact 

le sales aren't going the way they expected, they will 

;art adjusting prices in order to fill the plane. Then it 

jcomes a marginal decision at some point. How many empty 

jats are we going to have? Is it better to give those 

jats away at very low prices than to let them fly empty? 

So he says they're very sophisticated in terms 
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: how they do it. And I think it's not, as we might 

ispect, that they've got these seats at very low fares 

lat they're just not letting us see until a certain point 

i time. They can't afford to do that because they could 

i wrong on that bet, too. 

CHAIRPERSON FAIRCHILD: Well, there's two 

lings that are happening here. Number one, it appears in 

le testimony that a lot of the discounted fare rates are 

>t available to Pennsylvania smaller airports. 

MR. STIFFLEMIRE: That's correct. 

CHAIRPERSON FAIRCHILD: And number two, where 

lere is a, a, a competitive atmosphere at airports, that 

jems to be where the discounts are happening, which kind 

: makes it worse for Pennsylvania consumers because they 

id up driving to these to take advantage of some of these 

lings. 

The third thing is I think consumers, there 

is to be some way that consumers are assured that indeed 

len these discounts are available, that there are X amount 

: seats available. And I think the consumers have a right 

> know. 

MR. HAULK: Well, I think they would get into 

lybe more regulation than you could really effectively 

rite up. But I don't think, I don't think the DOT would 

.low deception. If you go to Expedia and it says that 
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rice is available and you book it, you have a contract. 

If they break it at that point, I think then 

>u'd have grounds for some kind of legal action. But let 

i, let me just go ahead and make my last point on these 

.rfares. Pennsylvania"s not alone with high airfares from 

:a smaller cities. 

I went and looked at Cedar Rapids, Iowa, 

.kely places you'd want to go to from there and Lincoln, 

ibraska. And guess what? It's the same story. If you 

int to get out of Cedar Rapids, Iowa to go to Chicago, 

;'s $804 either United or American. 

If you want to go to St. Louis, it's $963. 

id St. Louis is not that far from Cedar Rapids. 

Lnneapolis, $659 on Northwest. Same story out of Lincoln. 

le only good fare there is Lincoln to St. Louis. And that 

is, I think, a special rate that I just happened to catch. 

But if you want to go to La Guardia or San 

:ancisco, you can get a reasonably good price to San 

rancisco through Denver. But if you want to go out of 

;her small cities like Boise, Idaho or Odessa, Midland 

lere you have — I mean, these are not small cities; but 

ley're not, they're not Pittsburgh's either — you can get 

>me reasonably good airfares when there is a discount 

irrier, like to Phoenix out of Boise, Los Angeles on 

Laska Air. 
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And Southwest, of course, flies a number of 

.ights out of Odessa, Texas. And you can get some pretty 

>od fares if you want to go to Dallas or St. Louis. But 

I you want to go to Denver where there's no discount 

mailable, you pay a pretty steep price. 

So my point is that these airfares between 

.ties, small cities and major hubs typically don't matter 

jry much what part of the country you're in. I mean, 

jnnsylvania's smaller cities are getting hit. Smaller 

.ties in Iowa, Nebraska, and Kansas are getting hit. 

lat's just the way the airline industry is set up right 

)W. 

So unless we just don't want to feel too put 

)on here, it's not unique to Pennsylvania. And with that, 

11 let my colleague take over. 

MR. STIFFLEMIRE: I'm looking at the other 

Lde of this coin. And that's the major airport situation, 

irticularly Pittsburgh International Airport which, as has 

sen correctly pointed out, I think, in previous testimony, 

is airfares that are above average almost no matter how 

>u measure them, possibly with the exception of advanced 

Lrfares. 

And what I did in this particular review is to 

>ok at next-day airfares as close as I could get to that, 

saving, I guess today is the date of the departure and 
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aning back on Thursday from various destinations. We've 

»ne this several times over the past couple of years. 

As it says, we've been looking at this since 

Highly November of 1999 we did our first study and found 

tat prices, as has been indicated, were about 33 percent 

>ove the average. And then the market basket that we 

>oked at to explain this thing, we picked eight 

sstinations that we thought were representative, looked at 

sn airports that we thought were roughly comparable to 

.ttsburgh and tried to see what the average cost or the 

irket basket of airfares were at those airports to see how 

.ttsburgh compared. And Pittsburgh was more expensive. 

But in November of '99, the average cost from 

le other airports was 3,371. At Pittsburgh, it was 5,772. 

> 71 percent above the average. This week the average 

>st is $5,350, and Pittsburgh is 6,494. So the difference 

:om average is now reduced to 21 percent. 

Costs at the other airports on average have 

me up 59 percent. Costs at Pitt, have only gone up 12. 

id then looking at the difference between Cleveland and 

.ttsburgh in November of 1999, Pittsburgh, I mean 

.eveland had 143 percent advantage. 

This week the advantage is slightly in 

.ttsburgh favor. Now, there's an important note that 

seds to be made here; and I think it's made a little later 
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i in the report. These fares are drawn from Expedia.com, 

iich is the web site that my colleague talked about. 

They don't include Southwest's airfares. But 

s've heard about the Southwest Effect. And the 

resumption is that when Southwest comes into an airport, 

; forces all competitors to lower their fares; and the 

.rfares generally go down. 

But it * s a little more subtle than that. 

mthwest has to fly the particular route that you're 

joking at. If it doesn't, there's really no incentive for 

le major airlines to compete. What we found is that the 

ijor airlines, and as this report points out, you can have 

LI five or six major airlines at your airport. 

You may not get low prices because they don't 

jnd to compete with each other. The way to get lower 

Lrfares is to have a discount coming. And that's what's 

sen happening at Pittsburgh International Airport. That's 

lat we were here to report on today, or I was. 

Basically, the advent of AirTran at Pitt, and 

couple of other discounters and the fact that Pitt, has 

>ne from 8 airlines serving it back in November of 1999 to 

mghly 14 today — maybe only 13 because I heard yesterday 

lat Pan Am may not be there any longer, but they are still 

: the web site — is those additional discount airlines 

lat have had a salutary effect on pricing at Pittsburgh 
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iternational Airport. 

And it's interesting. We've been talking 

tout some other airports. I'm just going to kind of skip 

Lead to the page — and eliminate all the rapacity 

tere — that basically shows those airports ranked in 

der of costliness with Cleveland at the top, 

Lterestingly. 

Minneapolis should be added. There's an error 

tere in oversight. And I will send corrected copies of 

lis report. Minneapolis would go between Newark and 

Lltimore and would be the third least expensive airport in 

lis week's snapshot survey. 

And again, keep in mind that these are actual 

sal-time prices for flights that could have been booked 

Lst week to depart today, return on Thursday. Minneapolis 

LS fares that are best fares that are represented by only 

> percent of the major airlines. 

So the point we're trying to make is that 

unpetition exists realistically only when you have a real 

>mpetitor in there, and we're talking about price 

>mpetition. And that's a discount airline. And then 

tere is even disparity among the discounters. 

For example, AirTran, an airline called ATA, 

id Southwest are the most dramatic discounters. And they 

ive the most dramatic effect on prices at the major 
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.rport that they enter. An airline like America West 

LS — it was mentioned yesterday — become a major 

.rline. 

And they are no longer competing solely on the 

isis of price. So they don't have the significant effect. 

id I guess the point I'm trying to make, as you read 

trough this study and take a look at these prices — and 

m sure there will be questions — is that it's a very 

>mplex formula. 

There is no simple silver bullet to get low 

rices at any airport. It depends on who you attract, how 

iny routes they're able to fly, how much they care to 

>mpete with major airlines. We talked to Southwest 

Lrlines, for example. 

And we asked them the $64 question. Why 

:en*t you at Pittsburgh? And I'll give you the answer 

ley gave us. They said that they have better 

>portunities right now than Pittsburgh to move into other 

irkets where they can become profitable much more rapidly. 

So they're avoiding Pittsburgh temporarily. 

ley're waiting for the situation to change there. They 

low that there is a significant monopolist in Pittsburgh, 

lich is US Airways. And they are not saying that US 

.rways is not pricing rationally because they are. 

But what they're saying is they have an 
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ttrenched infrastructure there. Travel agents, 

•rporations, the community is conditioned to fly US 

rways. They take the path of least resistance. They 

L11 their travel agents and say, Give me the best 

railable fare. And the travel agent says, Okay. That's 

i US Airways, whatever. 

They don't do the work that other consumers 

10 are more price-oriented do, go to the Internet, go to 

mthwest's web site, which is the only place you can get a 

mthwest price. You have to go right to Southwest. They 

>n't use travel agents. They don't use the Saber. They 

>n't use the other things. You go to them. 

Therefore, Pittsburgh's prices are still 

.gher. But you'll note that Philadelphia's prices in this 

irticular study are very competitive even without 

mthwest. And that's because they have several discount 

.rlines in there competing very aggressively on the 

>utes, most of the routes that we're looking at. 

So as I would point out, it's complex. Is 

lere a simple solution? Sure. Get Southwest to fly to 

>ur airport. But that's easier said than done, very 

.fficult to attract them to small markets. As has been 

)inted out yesterday, they're in Baltimore. 

It's a major airport. I think there are well 

rer 25 million passengers flying in and out of there 
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mually. That's where they want to be. That's a 

.gnificant market. They can compete there. Plus there 

re significant historical causes of the situation we see 

>w. 

Pennsylvania is dominated by US Airways for 

.storical reasons. Allegheny Airlines in combination with 

.edmont, you know, to be honest, you guys helped that 

.tuation along. I mean, they were our airline. We did 

rerything we could to help them get entrenched. And why 

Lve that up? 

Baltimore had the good fortune to have another 

aerator there that Southwest inherited, and that's why 

ley"re there. It was an airport that most major airlines 

sally weren't interested in at the time. So it was 

mailable. The economy there is quite substantial, and 

lat drives that to a great degree. 

I'll stop there in the interest of time. And 

i can open it up to questions for either myself or my 

)lleague. 

REPRESENTATIVE MELIO: Mr. Chairman. 

CHAIRPERSON FAIRCHILD: Representative Melio. 

REPRESENTATIVE MELIO: Is ATA AirTran? 

MR. STIFFLEMIRE: No. That is American 

ransAir. And there's a code key — 

REPRESENTATIVE MELIO: And AirTran is 
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.fferent? 

MR. STIFFLEMIRE: AirTran you'll see is a 

.fferent discount airline. 

MR. HAULK: Yeah. The point I would make 

>out AirTran is when they came into Pittsburgh and offered 

>nstop service to at Atlanta, the fares on Delta and US 

.r moved quickly to match. Same way from Atlanta to 

Lllas. American and Delta are both fare competing now. 

So AirTran for Pittsburgh is doing the job. 

J hope they'll be offering more flights to more places in 

le absence of getting either ATA in a significant way or 

mthwest. I might say that in thinking about this issue, 

ised on yesterday's testimony, what can Pennsylvania do to 

;t cheaper airfares? 

It occurs to me that because most of the 

.ights from the feeder airports, Wilkes-Barre, 

.lliamsport, Du Bois, and so on, are going either to 

.ttsburgh or Philadelphia and connect a plane to somewhere 

.se, the cheaper you can push the fares down in 

liladelphia and Pittsburgh, the better off the whole 

'stem's going to be. 

So we need a substantial amount of low fare 

>mpetition in both those airports. And I think that will 

idound to the benefit of the entire state. 

CHAIRPERSON FAIRCHILD: That seems to be a 
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lestion that which comes first/ the chicken or the egg? 

»u know, you can lower airfares at the majors. But 

Lless — if you're going to charge 5- or $600 for someone 

i Central Pennsylvania to get to either Pittsburgh or 

liladelphia, they're shot in the foot before they get 

lere. 

They can drive to Baltimore, you know. They 

m drive three hours to Baltimore and fly for the cost of 

te flight from Central Pennsylvania to Pittsburgh or — 

MR. HAULK: The only difference is if you have 

lot of low flight, or low cost seats going out of 

liladelphia or Harrisburg — that would be great to have 

lem out of Harrisburg — but Philadelphia, people can opt 

> drive, say, from Johnstown to Pittsburgh to catch the 

.ane. 

And eventually, the airline will either give 

> the service or they'll have to offer lower fares to get 

sople to fly that leg. So I think the — 

CHAIRPERSON FAIRCHILD: Well, if there's 

>mpetition. But I think we've heard over and over again 

isterday and today that with the leakage that's taking 

.ace, there's a, there's a serious lack of competition in 

snnsylvania. I mean, how many people from Baltimore drive 

> Pittsburgh or Philadelphia to fly? 

MR. HAULK: I'd say very few. 

TROUTMAN REPORTING SERVICE 
(570) 622-6850 

kbarrett
Rectangle



47 
CHAIRPERSON FAIRCHILD: I would say very few, 

>o. And I think that points out the problem at hand. 

' s going, the leakage is going the other way. 

MR. HAULK: Well, I don't think there's 

lything in the short term that we can do really about 

tat. Going back to Representative Leh's point, those 

Lssengers, many of them, if they didn't have the discount 

srvice out of Baltimore, may not fly anywhere at all. 

I mean, so they're essentially creating a 

trket there because they can attract people down to fly 

tat route. It's not necessarily leakage because it's 

iople that wouldn't be flying anyway. But to go to your 

>int, what I'm saying is we do need more competition on 

>w fares. 

But I think it's more realistic to expect it's 

>ing to happen at the large major hubs than it is at 

.lkes-Barre or Williamsport or State College because 

tere's just not enough service or not enough demand going 

it of those small airports flying to a lot of different 

istinations that you could afford to have air service 

:om, say, Wilkes-Barre to Schenectady, New York. 

There's not enough people going there. They 

>t to go somewhere and connect a plane that's going to be 

slatively full. So you can't solve the problem of all the 

lall airports all at the same time with discount carriers. 
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think it would help to have major discount competition as 

i're seeing happen at Philadelphia and Pittsburgh first 

id then maybe coming to Harrisburg later on. Would you 

free with that, Paul? 

CHAIRPERSON FAIRCHILD: Thank you. I'm just 

dng to make a comment. I think it would be interesting 

) see these charts with Southwest rates thrown in. But be 

tat as it may, my last question has to do with the 

roposed merger. 

You heard me ask US Airways officials 

ssterday. Given the, given the potential of the merger, 

lat would be your opinion as to what the consumer will pay 

t far as the rates in the future, realizing that they have 

ifered to basically hold what they call the standard rates 

>r a two-year period? 

But after that two-year period, what's your 

.sion of what rates will do for the flying public in 

mnsylvania? 

MR. HAULK: Well, I think out of the major 

.rports that the new merged airline would serve, they 

>uld be at least as, no higher than they are today and 

robably lower because this trend toward more intense 

>mpetition from discount carriers is happening — I mean, 

ds is something that the public hasn't even caught up 

.th. 
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It's been such a recent phenomenon, say, the 

.st three to five years. And I think that is going to 

•ntinue because it's obvious that carriers can fly major 

ib to major hub and other destinations at much lower fares 

id still make profit. 

So I don't see the, the large airlines, except 

lere they have a total monopoly on the route, being able 

» raise fares in the future. So whether United and US 

.rways are merged or not, I think the trend toward 

.rfares to major destinations are going to continue to 

rend down in inflation-adjusted terms and with the impact 

I fuel costs taken out. 

MR. STIFFLEMIRE: Let me just add a comment, 

>o. I think one has to understand the real motivation 

>r, at least a couple of the motivations for the merger 

stween United and US Airways, which was ostensibly 

recipitated by UAL Corporation. 

People have asked the question, you know, Why 

>uld United want to buy US Airways if US Airways is 

>erating as horribly as we've indicated, we heard 

idicated yesterday it is? I mean, it's the highest cost 

LJor airline going. 

We seen what happened to TWA. And as has been 

tinted out by a number of individuals who testified before 

ingress and elsewhere, US Airways has significant 
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oblems. It basically is the synergy that would exist 

en these two airlines are combined. Given their two 

tworks, they would form a truly national network 

mparable to Southwest. 

The biggest problems that United has are 

ctical problems. The delays and horror stories you've 

ard last year are due to concentrations at just a couple 

major hubs where basically every passenger that flies 

ited Airlines gets impacted one way or another. 

If there are delays at Chicago, that backs up 

roughout the entire system. Once they acquire access to 

.ttsburgh, we believe that they will shift a substantial 

lount of their traffic through the capacity of Pittsburgh, 

lich enables them to smooth out their systematic 

ierations. 

The benefit for the combined airline is that 

gets to increase its economies of scale and drive its 

ist per passenger seat mile down. They're doing it to 

•mpete with the AirTrans and the Southwests, who are much 

re efficient than they are. 

The only way they can become as efficient is 

ther to shrink, jettison the parts that are not efficient 

d cost effective and concentrate on those that are or 

tually become larger, more efficient and be able to fly 

u at a lower cost per mile. And that really is their 
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rategy. 

So my opinion is that the effect of these 

srgers on prices is a downward effect. Basically, they 

lerate quite rationally. They know that if they continue 

> charge high prices at those airports where they have to 

>mpete with Southwest and AirTran, they're going to lose 

irket share. 

Then they either shrink or become competitive, 

lich they attempt to become competitive on their part. 

MR. HAULK: Let me just follow up with one 

lought. If we looked at — and I'm developing a whole 

sries of major hub to major hub flights. If you look at 

Laces like LAX and O'Hare and La Guardia and Miami, the 

Lgger airports, you have almost all of the airlines 

>erating between, out of those airports. 

But they very rarely have more than two flying 

ick to any given destination. So if you go on United or 

nerican between Denver and Chicago, for example, they're 

.kely to charge you exactly the same fare right down to 

le penny. They're just simply not price competitive if 

:'s the big airlines. 

So this notion that somehow if we have fewer 

.g airlines we're going to have less competition in price 

.ies in the face of reality. You don't have it now. 

CHAIRPERSON FAIRCHILD: Representative Pippy. 
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REPRESENTATIVE PIPPY: Thank you, Mr. 

lairman. Two very quick questions. One, last year, the, 

Lairman Fairchild took the committee to Pittsburgh to talk 

tout the US/United merger. Part of the discussion 

sntered around the fact that we have a significant, a 

ixge number of small airports in Pennsylvania, more so 

tan other states. 

What are your thoughts on that? Is one reason 

: have trouble making competitive fares out of the small 

.rports because, at this time, that we developed more 

lall airports per capita than really what other states 

ive? And the second question will be on the merger 

;self. 

But have you looked at — some had talked 

>out consolidating some of these airports. I know that's 

>t very popular. But does that put an undue influence on 

ie price that we talked about trying to get demand? 

MR. HAULK: Let me take a crack at it. Paul 

in follow up. If you look at Pennsylvania and the number 

: airports served by major air carriers, I doubt if there 

re very many states that have more of these airports. And 

t the gentleman from US Air said yesterday, you have a 

snsity issue. 

How many people are flying out on any given 

iy, and how much service can you expect for that airport 
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> be able to support? We haven't given any thought to 

tnsolidation. I did give some thought this morning 

ilking over here as to what the impact, say, Southwest in 

Lrrisburg would be. 

And it may not be all that good for 

.lkes-Barre and State College and other airports because 

: Southwest is flying out of Harrisburg, people will drive 

> Harrisburg instead of BWI. So we have to be careful 

lat we wish for here in terms of serving the best 

iterests of all Pennsylvania's regional airports. 

So that whatever the solution that you work 

1, you have to be careful that you don't rob Peter to pay 

ml. Or you have to make a conscious decision that maybe 

le best interest of all flyers and all business travelers 

1 the community, that you have to make some decisions 

>out whether we'll subsidize or not subsidize all the 

.rports. 

We'll pick winners and losers. I'm not 

Ivocating that position. I'm just saying at some point, 

>u may have to come to that realization. 

MR. STIFFLEMIRE: I agree wholeheartedly with 

r colleague. I think that we do have an abundance of air 

srvice at Pennsylvania small airports, which is probably 

kique. I don't know how unique it is because we, frankly, 

we not studied that in terms of how many other states 
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ve as many small airports served by, let's face it, US 

.rways or something similar to that. 

I guess the ultimate question is — and I'll 

ist make this point: I think that the airline industry is 

L a tremendous water shed right now. I think that it is 

i industry that has reached the point that has been 

Lralleled by several other industries where consolidation 

; probably inevitable. 

It's not something that, you know, the 

.rlines just decided yesterday they want to do. I think 

ley realize they have to do it. But the issue is, How is 

{regulation going to play out? I mean, we have not had 

>tal absolute deregulation in the airline industry by any 

:retch. 

The question is, How is the airline industry 

>ing to evolve? Who's going to guide that evolution? Are 

s going to let the market guide the evolution and let the 

stual economic agents in the industry make decisions that 

ley think are in their best interest and, let's face it, 

i their customers' best interest? 

Or are we going to ask the government, whether 

."s the legislature or the State of Pennsylvania or the 

ideral government, to step in and adjust reality to a 

iture that would be more to our liking? There's 

Lcertainty with both approaches. 
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I guess if we look back in history, we can 

nd horror stories taking either approach. I think — and 

11 be honest with you — my advocacy point would be to 

it the industry and the people who really understand our 

m airlines run airlines. 

REPRESENTATIVE PIPPY: Thank you. I want to 

Lke a point that I'm not saying we should consolidate 

ty — 

MR. HAULK: Nor am I. 

REPRESENTATIVE PIPPY: I'm just saying that 

tat has been thrown out that we've heard that, and the 

tly way we can stop that is to get more competition. The 

jcond point is with the merger. And I'm not — I may have 

.ssed this. 

But you mentioned the fact that many airlines 

ich as an AirTran — Mr. Healy maybe can talk on this 

>int even more — may want the merger to go through 

scause when it goes through, there are going to have to be 

squirements to open up certain markets that right now are 

it opened up. And if you said that, I apologize. 

MR. HAULK; We didn't. 

REPRESENTATIVE PIPPY: But our understanding 

i reading the papers, especially in Pittsburgh and 

dladelphia, is that if this merger does go through, the 

ily way it would be allowed to go through is if United/US 
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.rways is going to consolidate some of their gates, thus 

tening up more gates in Philly and Pittsburgh for these 

•w or discount airlines to provide more competition. 

MR. HAULK: Well, we've thought about that and 

stually talked to key individuals about that. We have 

.ven an estimate that at least 5 gates will become totally 

reed up at Pittsburgh in addition to the 10 that are 

.ready available. So you'll have, in effect, 15 gates. 

Pittsburgh Airport, as you well know, 

spresentative Pippy, was built to handle 50 million 

issengers a year without a lot of upgrades. It's now 

inning around 20. Pittsburgh is in a unique position that 

: can greatly expand activity either with discounters or 

„th majors or whatever and still be able to accommodate it 

lirly easily. 

On the other end of the stake — and we've 

sard yesterday that the horror story's the other way. 

>ur gates are all used. The runways are basically tied 

>. I don't know how you deal with a situation like that 

Lless you can build another airport somewhere in the 

roximity to handle some of the overcapacity utilization 

lere. 

But Pittsburgh is in a very good position. I 

link some of the other things that are coming along in 

te, in the merger like the divestiture of the shuttle, the 

TROUTMAN REPORTING SERVICE 
(570) 622-6850 



57 
lling off of three of the commuter airlines, these are 

ings the Justice Department can insist on that are going 

make this much more palatable to the rest of the 

dustry and should help it go through. 

REPRESENTATIVE PIPPY: Thank you. Thank you, 

. Chairman. 

CHAIRPERSON FAIRCHILD: Thank you. 

presentative Melio. 

REPRESENTATIVE MELIO: Yeah. I just want to 

are with you that my wife and I are going to Ft. 

uderdale during the spring break. And we got on a 

mputer. And we found out that from Philadelphia to Ft. 

uderdale, it was over $2000. So we checked out Newark, 

d it was $300 less. 

And we thought we wouldn't even be able to go 

. this trip. And AirTran came through with less than 

00. I mean, from 2000 to $300 — 

MR. HAULK: That's, that's the — see, I think 

at we're talking about here — and Paul talked about a 

ter shed. But I think what we're seeing is a capitalism. 

en you think about the last five or six years in the 

rline industry, five years ago we weren't talking about 

If the market from Harrisburg area driving to Baltimore 

catch a plane. 

But because of this discount effect, we are, 
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! are now worried about that. And this is something that 

is sort of caught us by surprise I think. And it's, it's 

>t an easy one to grapple with because — to create a 

smonstration effect, if I'm in Wilkes-Barre and I can't 

st a good flight or a good rate but people in Baltimore 

m, it looks like the world is somehow treating me 

ifairly, when in point of fact, it's just that the 

idustry is taking advantage of a marketing opportunity 

scause there is enough service there that they can offer 

le discount flight out of Baltimore and they can't out of 

.lkes-Barre. 

I mean, that's an unfortunate reality that, 

m know, five or six years ago I don't think we were even 

mtemplating. 

CHAIRPERSON FAIRCHILD: I would — also, don't 

>u think that when airport authorities negotiate with 

.rlines, that they should perhaps be at the table as far 

; being able to negotiate that certain discounts are 

mailable to people that would fly in and out of their 

.rport? 

Or don't you think that's in the realm of what 

.rport authorities and airport owners should or should not 

>? 

MR. STIFFLEMIRE: Well, let me address both 

isues and just go back a little bit here, and I'll get to 
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at. And then, Jake, I know you have some comments on 

is question, too. You know, it does seem nutty that a 

jor airline's going to charge you $2000 to fly to Ft. 

uderdale and AirTran's going to charge you $300. 

And they're, you know, to a certain extent, it 

es defy reason at its face. But keep in mind that the 

w airlines have designed airlines the way they should be 

signed. The old airlines are still suffering to a great 

tent to the legacy of deregulation. 

And a lot of strategies that made perfect 

nse for those airlines back, you know, 10 or 15 years ago 

e still with them, the way they felt with unions, the way 

ey basically consolidated all of the maintenance and 

her operations into one big conglomerate operation, 

ereas the discounters are operating just as efficiently 

they possibly can. 

They know what business they're in. The 

siness they're in is they're not flying restaurants 

rough the air. It's not a hotel. It's basic 

ansportation. They want to get you from here to there. 

d that's what you want now. You know, the American 

rlines ad that I mentioned with the leg room means to me 

at they still haven't quite gotten it, you know. 

They just don't understand what the issue is 

om the flying public. So until those airlines, those old 
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rlines can basically streamline and get right sized and 

lally become efficient, they are going to be at a 

emendous disadvantage. 

And keep in mind that probably the next issue 

iat*s going to be coming before you is going to be some 

reams from members — and I won't single out any 

oups — of these old line airlines who are saying, Jeez, 

>u know, we're getting hammered by these discounters here. 

! need some help. 

And I'm just pointing out that the further you 

» into, you know, this, this change in the airline 

Ldustry, the more interest groups are going to come before 

>u and say we need help. Right now it's airports who are 

>sing customers. 

And to get back to the second question, What 

tould airport authorities, what powers do they have? 

rain, there are unintended consequences. When you start 

iking for quid pro quos from airlines who are coming into 

>ur market, some of them will say, Sure, we'll do that. 

We are having a problem now because we did 

ist that from one airline in particular. We're living 

.th the consequences of that. If we go down the path 

rain and say we know what's best for our constituents, we 

LOW what airlines should be at this airport because we 

LOW what's good for them, what's the problem going to be 
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m years down the road? 

I'm just warning that, as Jake said before, 

>u have to be careful what you wish for sometimes. And my 

>sition always is let the chips kind of fall where they 

Ly. That's kind of a draconian approach, but that's what 

think is best. 

MR. HAULK: And just let me add one thing. 

CHAIRPERSON FAIRCHILD: Well, okay. We're ~ 

MR. HAULK: I know we're running out of — let 

j just say that in a de novo situation, given all that we 

LOW now, I think airport authorities ought to be, maintain 

s much flexibility in their scheduling and their leasing 

: gates, et cetera, as they can. 

It's just that every time you build a new 

.rport, it's hard for them to want to be flexible when 

ley need to line up a carrier who will guarantee flights 

L there. So it's always easier after the fact to say I 

.sh we had done this when in point of fact, when you built 

le airport, you only had one carrier interested. You say, 

:ay. We'll line you up with a 30-year lease. 

CHAIRPERSON FAIRCHILD: Representative Leh. 

REPRESENTATIVE LEH: Yes. Thank you, Mr. 

tairman. Very briefly. Do you find similar leakage from 

.lkes-Barre to Newark because it's not really that far 

ray? It's just east off Route 80. 
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MR. STIFFLEMIRE: I think the fellow said 

sterday that they were, that that was one of the — 

MR. HAULK: It's the second most heavily used 

ternative. 

REPRESENTATIVE LEH: I knew Newark was. I 

st wasn't sure whether the leakage was from Philadelphia 

was from — 

MR. HAULK: And Newark is not all that cheap 

. airport to fly out of generally except with — if you're 

ying Continental, which is where the, is the hub air 

rrier, to Houston or back to Cleveland or out to O'Hare, 

iu don't get any good fares on those runs either. 

REPRESENTATIVE LEH: Okay. Thank you, Mr. 

[airman • 

CHAIRPERSON FAIRCHILD: Thank you. I'm not 

dng to defend American Airline. But I think it's one of 

e most successful programs and promotional programs. And 

lybody that's flown that, that is, it's very nice. 

REPRESENTATIVE McGILL: I like the foot room. 

CHAIRPERSON FAIRCHILD: Thank you very much 

>r being here. 

MR. HAULK: Thank you. Appreciate it. 

MR. STIFFLEMIRE: Thanks. 

CHAIRPERSON FAIRCHILD: We're going to take a 

uple minute break here. Feel free to get some coffee, 
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ice and water. And our next testifier will be Kevin 

aly, who's Vice President, Planning and Sales of AirTran 

rways. Many of you have heard AirTran mentioned in 

sterday and today's hearing. I think if you can, stick 

ound. Thank you. 

(A brief recess was taken.) 

CHAIRPERSON FAIRCHILD: Okay. The next 

stifier is Kevin Healy, Vice President, Planning, AirTran 

rways, Incorporated. Kevin, when you are ready, you may 

gin. 

MR. HEALY: Thank you. I appreciate the 

vitation to be here today. Mr. Chairman, members of the 

.bcommittee, I appreciate the opportunity to address you 

day on airline fares and competition. The airline 

dustry is in the midst of consolidation, the result of 

ich will greatly affect the State of Pennsylvania and the 

untry as a whole. 

I should point out that we are currently the 

th largest airline in the United States. With the 

rrent rate of consolidation, we will soon be 10th and not 

o far off from 6th. The issue there is that we're only 6 

nths of one percent of industry capacity. 

There are fewer airlines today than at any 

int since deregulation. I think that underlines the 

itical issues facing the departments. The manner in 
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ich this consolidation is handled, both by the Department 

Justice and the Department of Transportation, will have 

significant impact on competition going forward. 

And competition or the lack of competition is 

e primary determinant of airfare affordability. Airline 

res are generally based on three factors: The cost of 

oviding service, the size and type of the markets served, 

d competition. 

With regard to costs, there can be dramatic 

fferences in the cost of flight operations, a difference 

at is most pronounced in shorter distance markets. The 

rTran Airways business model is designed to maximize 

ficiencies in operations through more favorable labor 

ntracts; reduced aircraft ownership costs; and the 

troduction of brand new, more fuel efficient Boeing 717 

rcraft. 

Our focus is on keeping costs low without 

mpromising safety. Our business model also includes a 

ique product offering. While we have low fares that 

ver require round-trip purchase or a Saturday night stay, 

also offer amenities such as advance seat assignments, a 

equent traveler program, and business class service. 

This focus on costs on product quality allows 

to profitably offer low fare service in both large 

siness markets such as New York and Philadelphia as well 
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: to small and midsize communities throughout the Eastern 

lited States. 

The second factor that is often cited in 

stermining airline pricing is the size of the markets 

srved. This is the tricky one. The argument states that 

iall, mostly business markets can't sustain vigorous 

>mpetition or low fares. 

This argument is used to justify high business 

ires and a relative lack of low leisure fares. The tricky 

irt is that if fares were lower, passenger demand would 

.kely be higher. But the risks of diluting high fare 

jvenue will offset the possible rewards of attempting to 

:imulate demand with lower fares. 

These small market arguments have been used in 

number of communities to justify not only higher fares 

it also a reduction in service from jets to regional jets 

: turbo props. The reality in many cases is simply the 

ires are too high and suppress demand. 

AirTran Airways has initiated service to many 

>mmunities that were labeled too small and had reduced air 

jrvice levels. In markets like Akron-Canton, Bloomington, 

>line and Flint, AirTran Airways reduced average fares by 

) to 52 percent. And passengers demand increased by 281 

ircent to 1,461 percent, which brings us to the third 

.ement in the formula, competition. 
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The consumer benefits of low fare competition 

ve been well-documented by the Department of 

ansportation and the US Government Accounting Office. In 

96, then Secretary of Transportation Pena estimated the 

vings resulting from low fare competition at more than 

3 billion for 1995 alone. That number has certainly 

own in the ensuing years. 

The GAO study on airline deregulation updated 

st March, in March of '99 indicated overall airfares have 

clined by nearly 21 percent since 1990, largely as a 

suit of new low fare competition. Both the GAO study and 

ie DOT's recently revised white paper on airline 

impetition note that airfares in the markets with low fare 

•mpetition actually decreased by more than 36 percent. 

In fact, in Atlanta, airfares declined by 38.7 

rcent between 1990 and 1998. Based on 1999 DOT 

atistics, AirTran Airways saved consumers flying to and 

om Atlanta nearly $700 million. The impact on AirTran 

rways competition at Philadelphia saved consumers more 

an $75 million in 1999 based on these same statistics. 

Last December, AirTran initiated service 

tween Pittsburgh and our Atlanta hub, as well as Chicago 

d New York La Guardia Airports. Airfares in those three 

rkets were reduced by up to 74 percent upon our entry. 

mpetition by low fare carriers like AirTran is the only 
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ason that fares are reduced. But there are barriers to 

itry in nearly every market. 

In total, AirTran Airways offers 34 flights a 

Ly to and from Pennsylvania. We would like to expand 

srvice in the state but face significant barriers to 

itry. There are no gates available at Philadelphia, 

tough we have been working closely with the airport to 

squire operating facilities. 

That's a process that began when Fred Testa 

scame Airport Director in Philadelphia. While there are 

ites in Pittsburgh, there is limited access in key markets 

ich as Boston, Newark, and Washington. These markets are 

ritical for building the network that would support our 

anpetition there in Pittsburgh. 

Overall, AirTran operates 314 daily flights, 

>stly between our hub in Atlanta and cities throughout the 

Lstern US. We operate a fleet of 57 aircraft including 

le newest, quietest and most environmentally friendly 

.rcraft flying today, the brand new Boeing 717. 

We were the launch carrier for the 717 and 

.11 take delivery of one new aircraft per month for the 

ixt three years. We have a successful business model and 

:e poised to grow by about 20 percent per year. We have 

:ten stated our desire to build a focus city in the 

>rtheast or midwest. 
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The only limitation is our ability to gain 

cess to key airports in order to build a successful 

twork and achieve the critical mass necessary to be 

mpetitive in today's marketplace. We believe the current 

rgers offer the opportunity to address and restore 

•mpetition in the industry. 

The consolidation of the industry is 

tevitable but should be conditioned on asset divestitures 

iat will enable new entrant low fare carriers to increase 

impetition. If the consolidation occurs without 

icommodation for low fare competition, the concentration 

: the major carriers will foreclose new entry throughout 

ie northeast. 

United, American and Delta alone, even without 

irther consolidation, will control more than two-thirds of 

ights within the Eastern US. United will operate 79 

srcent of flights to and from Pennsylvania and virtually 

.1 of the flights within the state. This sort of market 

•minance will surely reduce opportunities for low fare 

impetition and will effectively sustain the monopoly level 

ires in the state. 

Last week, AirTran Airways filed an 

iforcement action with the US Department of Transportation 

seking to prevent the monopolization of northeast business 

xkets, specifically the agreements between United and 
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erican to carve up key markets, with the remedy being a 

thdrawal of slots at Washington Reagan National Airport 

d a proceeding to redistribute those slots to new entrant 

d limited incumbent carriers. 

This complaint is consistent with the 

thority outlined by former Secretary of Transportation 

dney Slater in a report on competition, transportation 

licy, and legal issues he released last month before 

aving office. 

At that time, Secretary Slater abandoned a 

o-year effort to establish competition guidelines stating 

ey would not be effective and instead confirmed the 

cretary has the statutory authority to act against 

ti-competitive actions and prevent unreasonable 

ncentration that would be harmful to consumers. 

The Senate Judiciary Committee recently wrote 

cretary Minetta to confirm the DOT's authority and to 

courage the Secretary to review the impacts these mergers 

uld have on low fare competition. Clearly, service by 

w fare carriers like AirTran Airways is the only 

fective means to lower airfares and create beneficial 

mpetition. 

Your hearing is timely. The DOJ and DOT must 

t now to restore competitive balance in the airline 

dustry. I urge all concerned parties within the state to 
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ntact the DOJ and DOT to express your concerns over 

finishing competition and to demand fair and equal access 

the public assets such as slots and airport facilities 

at are necessary to create effective competition. 

Thank you again for the opportunity to address 

ese important issues. I've also handed out some 

formation that just gives you background on AirTran 

rways. 

CHAIRPERSON FAIRCHILD: Thank you. As I 

iderstand your problem in Pennsylvania as it now stands 

th two major airports, Pitt, and Philadelphia, even 

tough in Philadelphia slots are very hard to get, et 

itera, in Pittsburgh there's a lot of slots available. 

But that's not — the real problem for you, as 

understand it, is not those slots. It's getting into the 

itwork. You can have all the slots in the world. But 

iless the slots open up in the other major cities, you got 

» place to go. Is that — 

MR. HEALY: Yes. 

CHAIRPERSON FAIRCHILD: ~ what you're saying? 

MR. HEALY: We are successful as — I mean, 

ere's a handful of low fare carriers that are successful. 

d they all have sort of a unique, have had a unique 

currence that allowed them to get to the size that they 

e today and sustain competition. 
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Southwest was protected by the right amendment 

r about 25 years and built a network that is as large as 

is today; although, it is only about 6 1/2 percent at 

pacity. Frontier inherited a network in Denver from a 

iling Continental and was more efficient in operating 

at profitably. 

We actually — our network is based out of the 

stern Airlines bankruptcy. We were able to get 18 gates 

Atlanta that we have since built into 22 gates and have 

own to the size we are today. Our business model works 

that sort of network. 

Our ability to serve the large cities and 

tail cities, our ability to serve the large cities, 

ther, makes it possible to bring service to smaller and 

dsize communities. That is as true wherever we build a 

cus city in the northeast, whether it's Philadelphia or 

ttsburgh or someplace else. 

It is critically important to have access to 

e large markets. We were able to get four round trips 

t of La Guardia through Air 21 legislation. And we chose 

fly those to Pittsburgh. We cannot get anymore flights 

to La Guardia today really at any cost. 

As a low fare carrier, we can't buy slots from 

other carrier. They go for several million dollars. We 

so chose at that point to initiate service to Atlanta, 
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ich would then connect throughout the southeast, and also 

ed our last resources at Midway to fly Pittsburgh-Midway. 

It gives us a foundation from which to grow if 

can gain access to build a network. 

CHAIRPERSON FAIRCHILD: How do you market your 

tes? How does the public know that AirTran has these 

tes? Is it through the conventional means of travel 

ents, advertising? You've heard the concerns expressed 

myself and others this morning concerning the consumers' 

owledge or right to knowledge of the programs. Would you 

ease comment on that? 

MR. HEALY: Sure. We do sell through travel 

ents. We sell about 40 percent of our tickets through 

avel agencies. We generally use print and radio media to 

vertise in markets. And many markets that we serve, we 

>rk in conjunction with the airport authorities to promote 

r travel from their airports. 

One of our most effective means of 

stribution is the Internet. We have a mailing list of 

out 850,000 people. We also have an award winning web 

te that is extremely successful. We sell about 33 

rcent of our tickets on our Internet site and I believe 

r several reasons: 

One, the system works very well; and two, our 

re structure is intentionally not convoluted. We do not 
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quire Saturday night stay. We don't have time specific 

day or week specific pricing. We try to keep the rules 

a minimum so that people have a high competence level. 

When they make a reservation with us, they are 

tting the best available flight, or fare rather. And, 

u know, that has proven to be very successful for us. 

CHAIRPERSON FAIRCHILD: Thank you. 

presentative Leh. 

REPRESENTATIVE LEH: Yes. Thank you very 

ch. Just a quick one. Your 717s, how many seats are on 

ose? 

MR. HEALY: We have them configured at 117 

iats. It's 12 business class and 105 coach. 

REPRESENTATIVE LEH: Okay. Thank you. 

CHAIRPERSON FAIRCHILD: Representative Melio. 

REPRESENTATIVE MELIO: Yeah. I just want you 

> know that when I got booked on AirTran, I called the 

rport to find out what kind of a company you were. And 

ey said, well, you were there for a couple of years. 

ey said, Why don't you call AirTran? 

I said, Well, I'm going to call AirTran and 

nd out what kind of company they are? They're going to 

ill me they're a good company. But I did talk to one of 

e salesmen. And he told me, you know, what kind of 

rvice you have. And I told him where I was going. 
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He gave me a number in La Guardia to contact 

>r any kind of information I might need. And I thought it 

LS really nice. Is there a problem with something like 

te Allegheny National Airport, the Allegheny Airport in 

lilly or Pittsburgh and the Northeast in Philly? Would 

>u be able to work something out with them? 

MR. HEALY: I imagine you could get access to 

lat airport. I don't think it would be successful for any 

irrier to try and reinvent an airport. It is 

:ceptionally expensive to change consumer behavior and 

ixticularly in a city like Philadelphia where the 

Ivertising costs are extremely high anyway for us to try 

id operate out of two airports. 

What we would — we are working with the 

Lrport and will continue to do so to try and get our own 

icilities. We currently don't have a gate to ourselves. 

i are forced to sublet a gate from United Airlines at, 

lich makes our cost of operation there exceptionally high. 

We do believe, though, that there is 

>portunity going forward that would enable us to expand 

tiladelphia service, or we hope anyway to expand our 

srvices at Philadelphia. 

REPRESENTATIVE MELIO: I can only tell you if 

: wasn't for AirTran, I might not be able to go on my 

:ip. 
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MR. HEALY: Well, I'm glad we can help. 

CHAIRPERSON FAIRCHILD: And we hope you behave 

urself over spring break. 

REPRESENTATIVE MELIO: It will never happen. 

CHAIRPERSON FAIRCHILD: Representative McGill. 

REPRESENTATIVE McGILL: Thank you very much. 

ah. Could you elaborate a little bit more? You're 

viously in Philadelphia. And you don't, you don't have 

ur own gate there. Could you tell us a little bit more 

the problems that you run into? 

And I guess the second part of that question 

iuld be, Did you have concerns when you looked at 

iladelphia as to the potential size of the market versus 

iw you keep an aircraft on schedule trying to get in and 

t of that airport? 

MR. HEALY: Okay. Let me first talk about 

ining access. I've been with AirTran Airways for two 

ars. And we've been focused in this, that time in first 

abilizing our balance sheets, getting our finances in 

der, setting our operations straight. 

And we have now reported eight consecutive 

ofitable quarters and are ready for our growth phase or 

tually already begun it. Gaining access at Philadelphia 

s been extremely difficult. Not only is it more 

pensive but when you're handled by another carrier who is 
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so a competitor in many ways, the service that you get 

n't what we want to put forward to the public. 

And that is a chief concern as well, not just 

ie cost. There are gates at Philadelphia that are 

tderutilized by other carriers but are on long-term leases 

tat were set many years ago that won't expire probably for 

lother five or six years. 

You know, as new gates are being built, we are 

>rking with the airport and trying to increase competition 

tere. And I think that that will improve our, our 

>eration from a customer service perspective and in many 

tys on an on-time arrival perspective. 

As it stands today, generally speaking, if we 

>uld simply push from the gate, go to the end of the 

inway and fly to our next airport without any traffic, we 

mid probably shave the time of flying by 20 percent or 

>re. 

I know in Philadelphia, we probably take the 

:tual flight time and add about 30 minutes to the schedule 

> that we can publish a schedule that's as realistic as we 

issibly can and what we believe, based on our experience, 

.me of day and other factors, that will reflect what we 

stually end up flying. But the congestion is clearly an 

ssue. 

REPRESENTATIVE McGILL: Do you think the, do 
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iu think that the merger between UAL and US Airways is 

>ing to open up some gates down there for you? Is that an 

:ea that you're hoping for? 

MR. HEALY: Hoping, yes. Do I think it's 

ting to happen? I've been given no indication that it 

.11. Initially, United and US Airways went to the Justice 

spartment. And the only divestiture that they presented 

> the Justice to remedy competition was a fairly 

ransparent corporation of DC Air, which is the company 

lat is, you know, supposedly run by a former US Airways, 

: current US Airways board member. 

But would be — all their services would be 

ibleased from United Airlines. And that proved to be too 

ransparent even, you know, at the initial look. When the 

irriers came back, the divestitures that they proposed was 

) percent breakup of US Airways, including gates at 

tiladelphia, La Guardia, Boston and DCA, to American 

.rlines. 

And then DC Air would then become a subsidiary 

: American Airlines as well. There's aspects in that 

rreement that are trouble, including an agreement between 

lerican and United to set pricing on the shuttle and other 

freements to cochair markets like Philadelphia to Denver. 

It is difficult to believe that these carriers 

mid sit down and form this sort of agreement with the 
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tention to compete vigorously on price. I am concerned 

at this divestiture would go through. We meet with the 

partment of Justice and Transportation whenever we can. 

But at this point, there has not been any, any 

vestiture that's going to create real price competition 

anything that's any way beneficial to consumers. 

REPRESENTATIVE McGILL: Would you ~ would 

ur company consider moving to a place like 

lentown/Bethlehem/Easton International to look for gates 

d the potential of running the market out of there rather 

an out of Philadelphia market? 

MR. HEALY: We've considered that. When I 

dned the company, our services were in Philadelphia 

ready. The potential additional gates in Philadelphia is 

better opportunity, I believe. Again, it's very, very 

pensive to try and change behavior. 

Southwest — to answer to a certain extent a 

estion that was asked earlier, would Southwest serve 

rrisburg, I think if you asked Southwest and they were 

mpletely honest, they would tell you they already are. 

eir market planning model looks at a very large catchment 

ea. 

Their advertising is designed to create as 

ch drive demand as possible. We do that in some markets 

well. It's more effective to go to a larger population 
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many cases than it would be to fly to a secondary 

rport. 

Southwest"s advertising budget is — I don't 

member the exact multiple over ours, but it's huge. They 

vertise on a national basis. We advertise locally. We 

n't afford the amount of money that they can spend in a 

rket to create new demand and change people's behavior to 

y to secondary airports. 

We are trying to position ourselves so that we 

ve a very strong network in Atlanta and the southeast 

.at serves a lot of north/south routings. When you look 

the mid-Atlantic and even a market like Harrisburg, if 

i had a focus city north, north or towards the midwest, 

iat gives us the ability to come into the city now and 

fer services not only to Atlanta and the southeast but 

so north through a focus city up into the northeast and 

dwest more effectively, one, to compete with the 

cumbent carriers. 

I mean, we have a lot of things to overcome 

en we come in. We fully expect the carriers will match 

And our planning and our modeling of market demand 

sumes the carriers will match. We even run assumptions 

at those carriers are likely to add capacity in order to 

y and prevent our success. 

We have to overcome frequent traveler 
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ograms. We have to overcome travel agency incentives and 

errides. We have to overcome corporate pricing deals and 

her programs. Overcoming the franchise loyalty is one of 

e biggest issues. The more service that we can provide 

d the more places and destinations that we can offer — 

CHAIRPERSON FAIRCHILD: Well, how do you -- I 

ve a question. How do you — how can you justify that 

en we have — everyone that's testified here has 

stified to the fact that we have probably a 40 to 60 

rcent leakage rate. 

Just like Representative Melio, who I'm sure 

s a history of flying out of Philadelphia, he will, I 

an, he will change if he has to to save $1,500. And 

ery constituent of mine would love to fly out of our 

gional airport, Williamsport. 

But for various reasons, the competition's not 

ere. And what we're seeing is this is out-of-state 

akage. And I would say that it seems to me that if 

mebody comes into Pennsylvania and offers a very 

mpetitive price, that you're not going to see that, well, 

m going to continue to fly out of Philadelphia if they 

n drive a half an hour, fly out of a Pennsylvania Airport 

d save that type of money. 

I think the, some people are missing the boat. 

have basically 50 percent of the flying public leaving 
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e state to catch an airline somewhere. 

MR. HEALY: I'm actually well aware of the 

akage from Harrisburg. I've looked at it really from 

th sides of the table as, looking at it from a major 

rline determining how to price the Harrisburg market 

lative to Baltimore and Philadelphia but also looking at 

from a low cost airline perspective of can we succeed 

ere more so than we could flying to, you know, for that 

tter, to Baltimore. 

We talked to about 100 airports last year and, 

>u know, in various degrees of discussions, including 

xrisburg. And we evaluate the opportunities that give us 

e most profit potential that fit with our long-term 

owth strategy. And timing is one of the critical things. 

Even in Harrisburg, it's expensive to change 

havior. There is more flights in Baltimore than we could 

fer in Harrisburg. So people sometimes will also drive 

cause the level of frequency is higher. Entering into a 

rket — one thing that low fare carriers, some low fare 

rriers are those that have failed. And I think at last 

unt, there have been 140 bankruptcies since deregulation. 

Being dependent entirely on the leisure market 

not a successful formula. You will not be able to 

cceed over the long term. You will not be 

11-positioned for any kind of economic downturn. And the 
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tasonality of it makes it difficult to maintain service on 

year-round basis. 

We have focused both on adding enough 

requency that is going to meet the demands of the business 

Lrket but also having a price structure that will 

:imulate demand and be attractive to leisure travelers as 

;11 as business travelers. 

I do believe that there is potential in 

lis market and other cities within the state. But I 

Lso — our model is to build a network that we can plug 

lto and go to as many destinations in the Eastern US as 

jssible at this point. 

CHAIRPERSON FAIRCHILD: Representative Melio. 

REPRESENTATIVE MELIO: Kevin, in — you must 

ive statistics telling you how many people go from 

liladelphia to Pittsburgh. And because of the fact that 

: is expensive, would you be able to know if you had a 

stter fare, that more people would do that traveling? 

MR. HEALY: Yes. The advantage of once being 

regulated industry, there is a tremendous amount of 

lformation that we can use for planning purposes so that 

i can look at the history of what airlines have served 

irkets, what fares have been charged, and what happened to 

smand in that corresponding period. 

I know that several carriers have attempted to 
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mpete between Pittsburgh and Philadelphia with US 

rways. And when the fares were lower, the size of the 

rket grew dramatically. And actually, it was probably 

pped out in that there wasn't enough capacity there to 

ndle all of the demand. 

So we have a very good sense of how big that 

rket could be if, if the fare structures changed. You 

ow, when we entered the Pittsburgh to Chicago market, the 

lk-up fare to O'Hare was $263. Our lowest walk-up fare 

$119. If you buy it three days in advance, our fare is 

4. Our lowest fare in that market is 59. 

We would expect generally 200 to 400 percent 

imulation in a market like Pittsburgh, Philadelphia if 

e pricing were more competitive. 

REPRESENTATIVE MELIO: Thank you. 

CHAIRPERSON FAIRCHILD: Thank you. 

presentative Bard. 

REPRESENTATIVE BARD: Thank you, Mr. Chairman. 

ve had occasion over the past years to watch two 

rports, Sarasota in Florida and Manchester in New 

mpshire. And I like to travel to both areas by air 

eguently. But because of the history of the fare 

ructures, this has been kind of difficult. 

But now, we've had testimony that Manchester 

s succeeded dramatically in reducing its fare structure. 
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w has Sarasota been different? And which one might apply 

Harrisburg as we try to look forward? 

MR. HEALY: With Fred Testa sitting behind me, 

should probably say it was all the efforts of the airport 

rector at the time. It certainly was Fred's efforts in 

tracting Southwest to the market. It is somewhat 

fferent in that it is a secondary market to Boston. 

And Southwest Airlines, as I mentioned 

xlier, has the highest advertising budget as a percentage 

revenues of any carrier in the industry. They spend a 

emendous amount of time, effort, and money creating 

miand, both originating demand who would otherwise drive 

» Boston and people flying to Boston using Manchester as 

. alternative. 

Sarasota doesn't have the same sort of 

pulation base. They've offered some fairly significant 

centives to try and help the demand. But generally, it 

a harder effort there because it's more of a destination 

xket than an origin market so that you have to then go 

t and advertise to a much broader base to get people to 

y to Sarasota as opposed to Tampa. 

REPRESENTATIVE BARD: So you're attributing 

e success in Manchester to merely the salesmanship of Mr. 

sta, I guess? 

MR. HEALY: Yes. 
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REPRESENTATIVE BARD: Now, in terms of 

rrisburg's situation, which would you say is more 

iplicable? Are they more at the Sarasota end of the 

lectrum or more of the Manchester end of the spectrum, or 

there really not any similarity? 

MR. HEALY: I would say it's closer to 

nchester. But it's a larger city in and of itself. The 

•pulation is greater. The biggest issue really would be 

tanging consumer behavior to get people to fly out of the 

>cal airport. The key there, too, with the community is 

tat the community support new entrant airlines. 

One thing that has generally occurred, even in 

.tt. and Philadelphia, that when a new entrant came in, it 

Emulated a tremendous amount of demand on US Airways. 

id eventually, the low fare carrier fails and leaves the 

ixket; and fares go right back up again. 

So that is a pattern of competition that has 

sen repeated over and over again. 

CHAIRPERSON FAIRCHILD: Thank you. 

ipresentative McGill. 

REPRESENTATIVE McGILL: Again, thank you, Mr. 

tairman. Just a quick follow-up. I'm going to follow on 

tat Representative Melio said. Say you were to get more 

Ltes in Philadelphia, which is the direction that you say 

tat you're looking to go. 
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If you get more gates, there's no guarantee 

lat part of your plan will be to go to Pittsburgh. You 

mid pick another city and utilize that gate out of 

liladelphia to create more business for you in and out of 

liladelphia in a market that you've already said you have 

remendous information from, from being a regulated 

ldustry in the past that you might want to go to. 

So I guess my point is, we tend to be homers 

»re that we think everybody wants to fly around 

snnsylvania and we can relieve some of our problems within 

le state. And, you know, we really didn't look beyond 

stting people out of Philadelphia and into Pittsburgh or 

it of Philadelphia and into Harrisburg or Harrisburg, and 

sing the network of airports that we have. 

So am I correct in that there is no guarantee 

lat just because you get one more gate, you're going to 

link that one of the best places to fly to would be 

Lttsburgh? 

MR. HEALY: No, there is no guarantee. I 

>n't want to sit here and make some sort of guarantee or 

Ivanced announcement. I would say, though, that we look 

: the economics of the marketplace and we look for markets 

lere we can stimulate the most demand where there is very 

Lgh fares and relatively limited service. 

If you look at Philadelphia or Pittsburgh, use 
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.ttsburgh as an example. We now serve three of the top 

.ve destinations from Pittsburgh. Philadelphia falls into 

ie top five. If you look at Philadelphia and say what are 

ie number one traffic destinations of the largest markets 

day, I don't remember the exact order; but again, 

.ttsburgh falls into the top five and has very, very high 

ires relative to distance. 

Our business model works in relevant short 

ml markets with reasonable density and very high fares. 

> I'm not making any guarantees. But if I had another 

Lte in Philadelphia, that would certainly be one of the 

.rst things that we would have to look at, if I had a gate 

i Philadelphia. 

CHAIRPERSON FAIRCHILD: Thank you. 

REPRESENTATIVE WATSON: Yes. If you would go 

ick to something that you mentioned earlier. And you 

Liked about in Philadelphia there seemed to have been a 

.story where indeed someone offering low fares comes in 

it for whatever reason, people still stay with the higher, 

ie way I'm paraphrasing it, higher priced airlines and 

.timately they fail. 

And coming from Bucks County, I'm familiar 

.th, and living in that area all my life, I'm familiar and 

>uld name you several airlines that went out there. Is 

tat due to — you mentioned earlier in other testimony 
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out Southwest Airlines and an inordinate amount of money 

ey spend on advertising. 

Do you then see that the problem for coming 

to the Philadelphia market is related to advertising? I 

ess I have trouble understanding, if I am a consumer 

ing Philadelphia, why I would not switch. As long as 

ur safety record was fine and I flew inside the plane, I 

n't understand why I wouldn't switch and why you wouldn't 

i successful offering lower fares. 

MR. HEALY: Mainly because we won't — we'll 

: offering lower fares than are in the market today, but 

i will be matched by the incumbent carriers. We expect 

iem to match whatever pricing that we put into the 

rketplace. They also then will generally do frequent 

aveler incentives or bonuses for flying that carrier and 

ose routes. They may add flights. 

We have 57 aircraft. The new United will have 

er 1,000. They'll be able to deploy additional capacity 

ing a number of gates that they have versus our 

datively limited number. We have to overcome travel 

ency incentives. 

Some travel agencies will be paid overrides 

d additional commissions specifically designed in the 

>utes that we serve to keep the traffic on the incumbent 

rrier. Many corporate programs are leveraged against 
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rlines that say if you fly the new entrant, then we're 

ing to take away your corporate deal and you won't get 

y discounts to California or Europe. 

We understand all of these hurdles that you 

ve to pass, and we have been very successful in doing 

at. And part of the success is carefully selecting the 

rkets and offering a product that's competitive. 

xriers in the past that have failed either did not, 

nerally have a bad plan and a combination of other 

tings. 

The incumbent carrier — it's very easy to 

ck off an airline that doesn't have a network. When we 

itered Philadelphia, Atlanta — or when we compete between 

iladelphia and Atlanta, we can carry passengers between 

iose two city pairs. But when our plane lands in Atlanta, 

i can also connect to 20 other destinations so that we 

fer low fares to Dallas and Houston and New Orleans and 

roughout Florida. 

We saw so much demand between Philadelphia and 

lanta and Florida that we actually used our limited 

sources and added nonstop service between Philadelphia 

d Orlando, Ft. Lauderdale, and Tampa. So we have the 

ility to draw on the 140 departures a day at Atlanta. 

Building a similar network is what we are 

tempting to do to give us the network strength to compete 
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th network carriers. The reason that the largest airline 

the world wants to purchase the 6th largest airline in 

e world is to become an even larger carrier. 

The bigger they are, the harder they are to 

mpete with, the more muscle that they have and the more 

fluence they can have in the marketplace, particularly in 

icing. And if you look at the American/United agreement, 

ey are actually divvying up the Eastern United States. 

The two largest carriers in the world sat down 

ross the table from each other and agreed, among other 

ings, to transfer gates at New York where gates and slots 

e extremely scarce, transfer gates at Boston and enter 

to cochairing agreements, actually transferring gates at 

iladelphia, Atlanta, and others. 

The net effect of the agreements, once they 

nt through all of them, including sharing shuttle 

ights between New York and Washington and New York 

d Boston where they have also apparently agreed to 

x prices — which last time I checked was still 

legal — and also fix capacity of the market, is that 

ey are now almost exactly the same size as each other 

ing forward. 

They've also added into their agreement some 

guirements that if either of them chooses, or bans either 

them from leasing line maintenance and other maintenance 
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cilities to any other airline for ten years. There's no 

ason to have something like that in the marketing 

reement other than to make sure that nobody else can grow 

ther. 

So there's many things like that that are 

oubling right now as far as the airline consolidation. 

: believe that with the opportunity, we have, we have 

oven, in one of the most intensely competitive markets in 

e country, that we can succeed and we can have tremendous 

ipact. 

I think Delta Airlines is actually a better 

rline because they compete with us. They are more 

ficient than most other major airlines. They have a 

iwer cost than most major airlines because they recognized 

ve or six years ago — or in Delta's case, four years 

[o — that they really needed to improve their 

ficiencies and become smart. 

Both of us have reported record profits as a 

suit. So, you know, the argument that you can't have a 

w fare carrier and a hub flies out the window when you 

ok at the busiest airport in the world as a hub for both 

traditional major airline and a low fare carrier. 

We believe that formula can be repeated if, if 

e opportunities are there. And the mergers are the best 

portunity right now to create that. Our filing with DOT 
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11 also, we hope, result in divestitures that increase 

r ability to compete. 

If, for example, we could offer, say, 60 

ights a day at Reagan National, that would give us the 

ility to grow simultaneous networks. That is an anchor 

ute. If you've ever flown between Pittsburgh and DCA, I 

ink it's $1.70 a month or something now. It's absurd. 

But that would be one more spoke in the 

itwork in Pittsburgh that would allow us to continue to 

ow. If we flew then from DCA to Hartford, it makes it 

sier then to say, Okay. Now I can fly not only from 

xtford to Washington National, I can head to our network 

i Atlanta and I can add it to a network in Pittsburgh 

id/or Philadelphia. And that gives you the strength. 

Now my overhead constant Hartforders spread on 

ree or four different destinations, and my efficiencies 

i way up. And that's the sort of opportunity that's 

ere, and that's the sort of opportunity that the merger 

rtners recognize and want to prevent. 

Not that we are specifically against the 

xger. We just think it needs to be handled very 

refully. 

CHAIRPERSON FAIRCHILD: Thank you, 

presentative Watson. And thank you, Kevin, for your 

istimony. 
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MR. HEALY: Thank you. 

CHAIRPERSON FAIRCHILD: And please keep 

nnsylvania in mind as you — 

MR. HEALY: I always do. 

CHAIRPERSON FAIRCHILD: — strive to expand. 

e next testifier is Thomas Hart, Executive Director of 

e Williamsport Municipal Airport Authority. Tom, when 

>u are ready, you may begin. I'm sorry. We're getting 

wards the end here. There are some other activities 

>ing on, especially in the appropriations room this 

rning. 

MR. HART: Well, good morning, Mr. Chairman. 

tank you for allowing me to come here and discuss with you 

ir concerns over the airfares. First, allow me to explain 

x situation at Williamsport. US Airways Express 

rrently serves us with direct service to two major 

ternational hubs, Pittsburgh and Philadelphia. 

Contracted carriers provide these services for 

Airways. Our staff maintains an active vigil on 

rfares. It is necessary for us to monitor fares on a 

gular basis to remain competitive with surrounding 

rports that have multiple airlines serving their market. 

We have found that Williamsport is excluded 

om many US Airways special or promotional airfare sales 

e to the lack of competition at our airport. This has 
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used many residents from our service area to drive to 

her airports and in many cases to airports in other 

ates to take advantage of less expensive pricing. 

Unfortunately, when Pennsylvania residents 

iginate their airfare, or air travel outside the 

mmonwealth, it is a loss of revenue to Pennsylvania and 

s 16 primary airports. Business travelers are a major 

ncern of ours because they are important to the economic 

ability of our region. 

One of our primary interests is that 

mpetitive airfares will be available for business 

avelers utilizing the Williamsport Regional Airport. It 

: not only price but also the conditions of the airfare 

lat require our constant attention. 

For example, as of last Thursday, a 

sinessman could receive a 7-day advance airfare to San 

ancisco from a surrounding airport for $398, whereas the 

lliamsport Regional Airport was not offered that fare. 

e 7-day advance airfare from Williamsport was $1,958, a 

fference of $1,560 on the same airline. 

It is these imbalances that we find 

sturbing. We have since had that particular situation 

rrected by US Airways. We make every attempt to 

gotiate with US Airways to make corrections. However, it 

virtually impossible for us to monitor all fares or be 
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de aware of all inconsistencies by outside organizations 

ch as travel agencies and corporate travel departments. 

An additional concern is the round-trip 

icing from Williamsport to Pittsburgh and Williamsport to 

iladelphia. From the information provided, you will note 

e of the sources of complaints from our area of business 

avelers. That is the high price of a round-trip ticket 

tween Williamsport and Pittsburgh. 

And if I could just stop reading for a second 

d have you go to the very next page, I'm going to point 

t some of the pricing. You'll notice a number of prices 

. that page. These are Williamsport to Pittsburgh fares. 

>r example, the highlighted number is a 21-day in advance 

turday night stay fare for $419 from Williamsport to 

ttsburgh round trip. 

If one of our area businessmen gets called out 

town and needs to walk up and get a ticket to 

ttsburgh, if you go to the bottom of that column, round 

ip, it's $892 round trip from Williamsport to Pittsburgh. 

just feel that the business people in our area aren't 

tting a fair deal from US Airways in regards to any type 

business rate. Without a business rate, the fares that 

ey are receiving put a definite financial strain on local 

sinesses. 

Having started my career in aviation as a 
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ation agent and -then as a station manager with the 

rlines, I understand and appreciate the many variables 

at affect a profitable airline schedule. All we ask is 

.re structures to and from the Williamsport Regional 

rport for both business and leisure travelers be 

asonable and competitive with surrounding airports. 

Again, I'd like to take the opportunity to 

tank you for allowing me to discuss airfare situations at 

r airport. And if there's any questions, I'd be happy to 

iswer them at this time. 

CHAIRPERSON FAIRCHILD: Thank you, Tom. 

fain, it seems we're hearing the message over and over 

fain that people are just leaving their geographical area 

d migrating someplace else to buy fares. You bring up an 

iteresting point that myself and others have kind of 

mmered on during these past two days of the hearing. 

And that is these special promotional airfare 

les. I notice that you say they don't offer them at 

taller airports or at your airport sometimes. And we've 

ard that also testified to. When you confront them, why 

i they say they don't offer them or — 

MR. HART: The very first time that we 

tually got into really comparing airfares with 

rrounding airports and the first time we found a 

screpancy, in speaking with the pricing department, they 
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Id me because, you're not included on these promotional 

res because you have no competition. 

They don't have to do it. Unfortunately, you 

ow, they have a captive audience in the Williamsport 

gion. And they feel that if our passengers from our area 

ak to another airport, chances are 80 percent of the 

me, they're recapturing those passengers anyway outside. 

Our major competitor, believe it or not, is 

rrisburg. I know Harrisburg feels, you know — and it's 

ue. Baltimore is their major competitor. But 

eryone — most of the leakage out of our airport goes to 

rrisburg. And about 80 percent of the time, those people 

e getting on US Airways anyway. 

So it basically boils down to that we lack 

mpetition. If it wasn't for the people I have in 

rketing constantly contacting our travel agencies and 

rporate travel departments and having them make us aware 

inconsistencies, you know, we wouldn't catch a lot of 

ese. 

But as I said in the testimony, it's 

possible for us to figure them all out. We in fact even 

red a company that provides us with a weekly chart 

owing our top ten destinations and comparing them to 

lkes-Barre and Harrisburg. 

And anything that we find that is really out 
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line, then we call US Air. And on behalf of US Air, I 

an, 80 percent of the time, they usually get those prices 

ck in line for us. But we can't catch them all. It's 

possible. 

CHAIRPERSON FAIRCHILD: I think it's just ~ I 

ink it's significant that here's an airport that can't 

ally catch them all or control it. And my point 

sterday to US Air and others were that if the 

ofessionals can't do it that manage airports, sales, the 

avel agents, how in the world do we expect the consumer 

understand this rate schedule, advance rates, discounts, 

cetera? 

It seems to me that the, that somehow we have 

i do a lot more work on making sure that, number one, the 

nsumer is informed fairly; and number two, that these 

ograms are extended to our airports in Pennsylvania. I'm 

t sure — I know you lose a lot of leakage to, south of 

to Harrisburg. 

But I think we lose an awful lot of leakage to 

ltimore, Newark, and those airports from Central 

nnsylvania. 

MR. HART: Baltimore would probably be the 

cond major one and because of the, obviously, the 

mpetition that they have with Southwest and other 

rlines. There are some very attractive prices out of 
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ltimore. We would love to have them in Williamsport. 

CHAIRPERSON FAIRCHILD: So would every 

rport. And I also think — Representative Hess brought 

up during the last break. I think one arena we really 

ven't looked at here is the amount of tax money that is 

st by this leakage in the form of sales tax, et cetera, 

tickets. 

I think it may be — and I'm going to ask our 

nsultant to follow up on it. But I think it would be a 

gnificant amount of money that could be going back into 

ther aviation-related accounts or a general fund to be 

dicated to education. 

But, you know, when we hear over and over and 

er again that 40 to 60 percent of our flying consumers 

e going outside the state to purchase their tickets, 

at's a hell of a figure. 

MR. HART: May I just further comment on that? 

CHAIRPERSON FAIRCHILD: Sure. 

MR. HART: And you're well aware of this, Mr. 

airman. But the other part of losing the revenue also 

volves the AIP funding that we get from the federal 

vernment. For example, that is based on enplanements, 

e number of people that board at a particular airport. 

ere is a scale to that. 

But when we're losing, for example, hundreds 
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thousands of passengers to a different state, that's 

ney from the federal government that is not coming into 

nnsylvania but going into that other state. And, you 

ow, that may not directly affect Williamsport per se 

cept towards the end of the financial year of the federal 

vernment. 

What happens is those funds that are not used 

e then put back into a discretionary pot. And then, you 

ow, airports the size of Williamsport have an opportunity 

get additional funding at the end of the year to 

mplete important projects to keep the airport viable. 

CHAIRPERSON FAIRCHILD: Good point. Tom, 

ank you very much for being here. Oh, excuse me. 

presentative McGill. 

REPRESENTATIVE McGILL: Thank you very much. 

would hope that we can look into one of the things that 

u said. For the life of me — if it is US Airways, it is 

e major carrier out of, out of Williamsport. 

MR. HART: It's our only carrier. 

REPRESENTATIVE McGILL: And they are, they are 

lowing rates to be changed and not incorporate you, when 

early if the cost that they put up on the board yesterday 

the, of the dollars per passenger mile that have to be 

nerated to keep a plane in the air, if 30 or 40 percent 

your people are going to move to another airport until 
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u get the prices corrected, I can't understand why they 

uldn't, wouldn't automatically offer that to you. 

And I think that maybe that's an area that we 

lould look into to find out when it is offered to the 

msumers of Pennsylvania at a given rate, why do we then 

scriminate if it is a carrier who is a common carrier 

.th a route and a time table that's set up for that. 

It just, you know, makes you wonder how they, 

»w they go about that other than what you said, there is 

» competition. So why bother? But if they offer it to A, 

iey should offer it to B if we're in the same state and we 

Lve the, and they do have a direct flight that they 

illow. 

The other side of it is we can change the 

tole industry if we outlaw walk-up fares, or Saturday 

.ght stays. I mean, Saturday night stays are what 

sparate the businesses from the people who are going on 

Lcation. And they know that, and they know where they 

ive us. And they're very pleased to keep us in that 

isition. 

I don't believe we will ever change that 

iless there is legislation that, federal legislation that 

ohibits anyone from charging Saturday night stay. I 

m't ever think that that will happen. I think that the 

rlines would lobby tremendously to stop that from 
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ppening because it is a tremendous source of revenue. 

It's one seat worth $400 more coming out of 

ur airport just because someone's stuck. So that side of 

I don't believe will ever help the business. The 

siness class is going to carry these airlines forever, 

d maybe rightfully so. They are a business. 

Other businesses are utilizing them, and we 

ould leave that alone. But the first part where — it's, 

effect, not price fixing. I mean, it's offered and then 

*s not offered. You can have it, but — I think that's 

area that at least we can look into and maybe come back 

d find out why the, why the airline does not give you the 

ads-up every time they have a special offer and offer it 

you as part of someone that's on their system. 

So hopefully maybe we can get an answer for 

u on that side of it, see, see what they have to say. 

MR. HART: We would appreciate that. Just one 

mment to tag on to you. A lot of industries — I know 

e aviation industry has — I go to a handful of 

nferences a year. And where they used to be held, a 

nference, Tuesday through a Friday are now beginning on 

ndays because of people having to do that, you know, 

tting the cheaper airfares with the Saturday night stay. 

And I'm finding a lot of conferences are 

ginning on Sundays now and giving their people the 
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tportunity to come in a day early and then begin the 

inference on a Sunday morning. So unfortunately, we're 

Ljusting. The airlines aren't adjusting. 

REPRESENTATIVE McGILL: Well, that's ~ when I 

LS a lot younger, I had a series of trips that I had to 

ike to the same destination. And being business class and 

i a small business, it was costing us a fortune. So I 

night two tickets. 

And just — and I'm told now that you're not 

.lowed to do that. Or I told them, You know what, you 

.gure out a way to stop me from doing it. I'm allowed to 

ly tickets. And I would use the first half of the one 

.cket the first time. 

I was only allowed so many, so many dollars to 

>me back and see my wife. So in order to do that, you 

ive to be a little bit creative. So I was buying two 

>und-trip tickets 14 days in advance and flip-flopping 

tern at the end of — so I was always — you just had a 

:ack of tickets that you never knew when you were coming 

: going with that. 

MR. HART: Well, let me just tell you one 

:ory. When I was with the airline starting out my 

riation career, I was in Williamsport with US Airways. 

id they had a round-trip ticket from Williamsport to 

irrisburg at about $80 for round trip. A round trip from 
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lliamsport to Philadelphia at the time was about 120 to 

40. 

But to get to Harrisburg, you had to go 

rough Philadelphia. So what we started doing as agents 

s selling people round trips to Harrisburg for much 

eaper than the Philadelphia. They would get off at 

iladelphia and never get on the Harrisburg flight, do 

eir business and come back. 

Of course, back then — I'm going back a few 

ars — it wasn't as computerized as it is now. Now you 

luldn't get away with that but — 

MR. TESTA: They wouldn't let you get back on 

ie plane now. 

MR. HART: Right. Exactly. 

CHAIRPERSON FAIRCHILD: Thank you, Tom. 

MR. HART: Thank you very much. 

CHAIRPERSON FAIRCHILD: Okay. For the ~ I 

ow we're running a little late here. And Fred is just 

dng to give us about a 4-minute wrap-up. 

MR. TESTA: From the hearings yesterday and 

day and just for the record, we found several things: 

mber one is the fact that Pennsylvania is a high priced 

rfare state. There's no — no matter what was testified 

> here before by the dominant airline, it is a dominated 

ate overwhelming by a single airline. 
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Even though that single airline has a huge 

onomic impact on the state and employs a lot of people, 

is still making up the differences, as I showed you in 

e beginning. On those markets that has matched fares out 

Providence, Manchester, Baltimore, it is actually losing 

ney but making it up in other places where they can 

arge higher fares. 

Getting low cost airlines can be done. As 

presentative Bard so aptly put it — and I was thankful 

at she actually remembered — it can be done, even in 

all markets. But it all depends on the amount of 

rketing you do and how you present your airports. 

I just wanted to — you heard from the Erie 

ople yesterday. They spent $863 a piece to get here 

sterday round trip from Erie, flew in through Pittsburgh. 

63 from Erie to get to Harrisburg. My own experience, I 

ve to be in San Francisco next week on a Thursday, 

tually Thursday afternoon, Friday. 

And last Thursday, I got on my Internet into 

Airways' site. And by manipulating the site and 

nipulating the times, I was able to get a $367 round trip 

long as I left on Thursday morning but I came back 

nday night at 10:00 p.m. and slept on the plane, didn't 

t back into Philly till 6:00 a.m. next morning. 

I called my contact in San Francisco. I said, 
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got the airfare. I'll confirm it tomorrow and get it and 

en I'll be in San Francisco because I had to coordinate 

th him to be there. Well, the next morning, we go 

ordinate it. I got on — this is 12 hours later. I 

ssed the 14-day cutoff because now it was 13 days. And 

e fare for the same flight, midnight flight was now 

,270. 

Now, if I went without the Saturday night 

ay, it was $3,100. And that's economy class, by the way. 

's not first class. So I missed it by 12 hours. And 

at's my own personal — and I can't go to San Francisco 

cause I can't afford 3,000 to go round trip for what I'm 

ing for. 

You heard US Air yesterday talk about it. But 

at they forgot to mention yesterday, especially when 

ey're talking about how competitive they are, no one 

ntioned MetroJet. MetroJet is their low cost carrier, 

ich they operate at about 7 or 8 cents a mile; and they 

tch all the low fare carriers. 

They don't fly in the state of Pennsylvania. 

ey fly everywhere else. They don't fly in the state of 

nnsylvania. They don't fly to Harrisburg, Pennsylvania, 

ttsburgh, Williamsport, anyplace. They fly to 

nchester. They fly to Providence. They fly Upstate New 

rk. They fly to Florida. 
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They fly everywhere else, Baltimore. They 

m't fly to Pennsylvania. They can produce a product that 

.ies you inexpensively. They just won't introduce it into 

snnsylvania. If I were a businessman in front of you 

>day and I came before you, you're an economic development 

>mmittee, and I said to you I'm looking at Pennsylvania to 

:ing in an industry that employs directly 35- to 36,000 

jople with an actual payroll of $1.3 billion, that because 

: its ancillary buying and purchasing within the state 

rtually has about 290,000 employees dependent on it and 

lat payroll would be about $5 1/2 billion with an economic 

ipact of 12 billion, what would the state do? 

Would it give me incentive money, train my 

>rkers, provide all sorts of marketing opportunities, 

rovide a fund of money? You know, to be honest, let's 

Lee it, when Kvaerner was going to go into Philadelphia, 

lat did you guys do? 

You put a $400 million package for 800 jobs. 

: course, they had nowhere near 800 jobs. But you put 

>gether a package that produced a lot of money for an 

Ldustry that produced 800 jobs in the state of 

snnsylvania. And yet the numbers I just gave you are what 

'iation produces, the aviation industry only at the 

>mmercial 16 airports. 

I'm not talking about general aviation here. 
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lese are numbers put out by the Department of 

ansportation by a couple people I see sitting in the 

idience right here who put these statistics together. So 

' recommendations to you — and you caught me by surprise 

ssterday by asking me that — my recommendations are FAA, 

.ess their hearts, and the Department of Transportation 

:ovide money to the airports based upon their 

iplanements. 

Let's not forget PPCs. As your enplanements 

:op, your income from the passenger facility charges also 

:op. But they provide money to the airports, but that 

mey's for capital investment. I cannot use, as airport 

.rector, any of that money for the soft costs, marketing, 

:onomic development. 

You heard a little bit from Barry yesterday 

>out that. So going back to my example on what would 

>u do for a business coming in with 36,000 employees, that 

: for some reason all these airports lost this aviation 

isiness — by the way, I'm not — this is total 

>llars — I have three, four suggestions. 

Number one is the soft money grants. If 

lis — I've never been known for subtlety. If this body 

ui suggest coming up with incentive programs for 800 jobs 

; Kvaerner and other industry in Pennsylvania who have 

>ne economic incentives, tax abatements and so forth, it 
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rtainly can come up with a program of several million 

liars — I'm not talking about $400 million — that 

rports could draw from with a marketing plan because it's 

ryf very high. 

I'm not talking about Philadelphia, Pittsburgh 

re. They have enough money. They can go on massive. 

en I was in Philadelphia alone, I put together a 

rketing program that was several million dollars; and it 

dn't dent that budget at all. 

The budget was $200 million. So several 

11ion dollars means almost nothing. But for the smaller 

rports, from the Harrisburgs on down, the Allentowns and 

lkes-Barres and everybody else, that money is important. 

Guaranteed income. Now, you heard me say 

fore subsidies are not allowed. They're not allowed by 

rports. However, state governments can guarantee a 

rtain level of income to an AirTran to try a smaller 

rport and say, Look, we guarantee you won't lose money 

r a year, two years, whatever the case may be, as long as 

e contractual basis, you are able to back that up. 

The state can't do that. In fact, there are 

veral municipalities in the west — Colorado ski areas 

r one — that even the local business group gets 

gether, raises funds and subsidizes American Airlines. 

lerican loses money going in and out of these markets just 
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they'll have jet service to these marketplaces so the 

i business can survive. Number 3 — 

CHAIRPERSON FAIRCHILD: Are these to airports 

airlines? 

MR. TESTA: Oh, yeah, airports. 

CHAIRPERSON FAIRCHILD: Not airlines? 

MR. TESTA: What? Oh, no. The subsidies are 

> airlines. States can do it; localities can do it; 

siness groups can do it. And there's been several — in 

ct, even when — well, the gambling industry in Las Vegas 

bsidizes its own airline, National Airlines, which is 

[Other discount carrier that runs very low fares. 

I think it's 129 to Las Vegas out of 

iladelphia. For another $20 bill, you can go to San 

ego, LA, and San Francisco. But you got to spend one 

ght in Las Vegas, which means you may lose more money 

ian you've got anyway. But that's the way they do that. 

There's another one. Truth in advertising, 

mber of seats at a fare. I agree with the — how do they 

t up an airplane? Well, I'm going to tell you how they 

t up an aircraft. On a 146-seat aircraft, there are 

obably 24 first-class seats — yeah, I'm sorry — 12 or 

first-class seats. So let's say 12. 

And that means 122 economy class. Out of that 

2 economy class, the yield model they use will leave 10 

TROUTMAN REPORTING SERVICE 
(570) 622-6850 



Ill 

>r a fare sale, 20 for that 21-day advance, 30 for the 

-day advance, and then the 7-day advance and so forth. 

it they don't offer all three cases anywhere. 

My own — I don't have a 7-day break in 

liladelphia. There's a 14-day break in Philadelphia but 

i 7-day break. Yet in other markets, there is a 7-day 

eak. Now, as the time comes, that model showing that 

ley haven't sold many seats, they will start offering 

lose lower fares and opening and closing the market. 

So yes, they do have a specific set number of 

sats in the beginning that they have set aside for each 

.ass of fare. You can't find out and I can't find out 

scause that's not information that they will give us. 

ve gotten into their system when I was director of 

mchester because I had — and Kevin, forgive me because 

svin was with US Air at the time. 

But I used to get into their system all the 

jne with the help of a station manager and actually look 

> their yield. We used to call inventory control. And 

svin knows. I used to yell at them to open up some more 

sats because I've got people out here. 

You can't have five low fare seats. Sometimes 

Lventory control worked with us and did open up some seats 

scause I had some very irate people. But that's a very, 

sry tough nut to crack. It's not easy. 
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And the last one, intrastate offerings. And 

ose fares between airports in the state are a little bit 

fferent in federal controls than the interstate 

ferings. I don't think that this legislature can do 

ything with fares because that's pretty well protected in 

1 the aviation acts. 

But you can, by the bully pulpit, create 

ough problems for a local airline that given a concerted 

ice in Pennsylvania — and the Aviation Council of 

nnsylvania does have that voice I think — with the help 

Philadelphia and Pittsburgh, can make some improvements 

think in getting at least some of those lower bargain 

res to a Williamsport. And that's all I have. 

CHAIRPERSON FAIRCHILD: Thank you very much. 

id I would like to thank those that not only testified but 

ose that attended. I can assure you we will be following 

> and doing some more studies on these issues. And 

eryone, have a great day. Thank you very much. 

(Whereupon, at 11:43 a.m., the hearing 
adjourned.) 
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