This text is made available for information purposes only.
A summary of this decision is published in all Community languages in the Official Journal of the

European Union.

Case No COMP/M.4439
— Ryanair / Aer Lingus

Only the English text is authentic.

REGULATION (EC) No 139/2004
MERGER PROCEDURE

Article 8 (3)
Date: 27/06/2007



X % 5

Yo W ¥

W S W

%o

COMMISSION OF THE EUROPEAN COMMUNITIES

Brussels, 27/06/2007

C(2007) 3104
PUBLIC VERSION
COMMISSION DECISION
of 27/06/2007

declaring a concentration to be incompatible with the common market

and the EEA Agreement

(Case No COMP/M.4439 — Ryanair / Aer Lingus)
(Only the English text is authentic)

(Text with EEA relevance)



Commission Decision
of 27/06/2007
declaring a concentration to be incompatible with the common market

and the EEA Agreement

(Case No COMP/M.4439 — Ryanair / Aer Lingus)

THE COMMISSION OF THE EUROPEAN COMMUNITIES,
Having regard to the Treaty establishing the European Community,

Having regard to the Agreement on the European Economic Area, and in particular Article 57
thereof,

Having regard to Council Regulation (EC) No 139/2004 of 20 January 2004 on the control of
concentrations between undertakings', and in particular Article 8(3) thereof,

Having regard to the Commission's decision of 20 December 2006 to initiate proceedings in this
case,

Having regard to the opinion of the Advisory Committee on Concentrations?,
Having regard to the final report of the Hearing Officer in this case?,

WHEREAS:

1. INTRODUCTION

1. On 30 October 2006, the Commission received a notification of a proposed concentration
pursuant to Article 4 of Regulation (EC) No 139/2004 (""the Merger Regulation") by which the
undertaking Ryanair Holdings Plc (“Ryanair”, Ireland), acquires within the meaning of Article
3(1)(b) of the Merger Regulation, control of the whole of the undertaking Aer Lingus Group
Plc (“Aer Lingus”, Ireland), by way of public bid announced on 23 October 2006.

2. After its initial examination of the notification, the Commission concluded that the
concentration fell within the scope of the Merger Regulation and, even taking into account
commitments offered by Ryanair on 19 November 2006 as modified on 14 December

1 OJ L 24,29.1.2004, p. 1.
2 0JC..,.200.,p..
3 0IC..,.200., p...
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2006, raised serious doubts as to its compatibility with the common market and with the
EEA Agreement. It therefore decided on 20 December 2006 to initiate proceedings
pursuant to Article 6(1)(c) of the Merger Regulation.

In the interest of the investigation and with the agreement of Ryanair, the deadline for the
decision in this case was extended by 20 working days on 22 February 2007, pursuant to
Article 10(3), second subparagraph, of the Merger Regulation.

On 27 March 2007, a Statement of Objections was sent to Ryanair pursuant to Article 18
of the Merger Regulation.

On 17 April and 3 May 2007, Ryanair offered further commitments with a view to
rendering the proposed concentration compatible with the common market.

The Advisory Committee discussed a draft of this Decision on 11 June 2007.

THE PARTIES

Ryanair is an airline offering point-to-point scheduled air transport services on more than
400 routes across 24 European countries. Ryanair operates more than 75 routes between
Ireland (mainly Dublin, but also Shannon, Cork, Kerry and Knock) and other European
countries. The company has a fleet of 120 aircraft (with firm order of 161 new aircraft to
be delivered over the next six years)* and currently 20 bases across Europe, the most
important ones being London-Stansted and Dublin. Ryanair is not a member of an airline
alliance and does not have interlining agreements> with any other airline. It is an Irish
public limited company listed on the Dublin, London and New York (NASDAQ) stock
exchanges.

Aer Lingus is an Irish-based airline. As a publicly listed company, Aer Lingus offers
essentially point-to point scheduled air transport services on more than 70 routes
connecting the Irish airports of Dublin, Shannon and Cork with a number of European
destinations. In addition, Aer Lingus offers long-haul flights, mainly to the United States,
and cargo transport services. Aer Lingus is based principally at Dublin Airport (and to a
smaller extent in Cork and Shannon) with a total fleet of currently 28 short-haul and 7
long-haul aircraft (and a further 4 short-haul and 2 long-haul aircraft on firm orders to be
delivered by the end of 2007). Aer Lingus was previously a member of the OneWorld
alliance but has terminated the membership and left the alliance as of April 2007.

Ryanair and Aer Lingus are referred to together as “the Merging Parties” in this Decision.

CONCENTRATION

The proposed transaction concerns an acquisition of sole control by Ryanair of Aer Lingus by
way of a public bid for all outstanding shares not already acquired. Ryanair started to acquire a
substantial number of shares of Aer Lingus on 27 September 2006. Ryanair acquired 43.7
million shares on 27 September 2006, 25.05 million shares on 28 September 2006, 8.3million

See: http://www.ryanair.com/site/EN/about.php?page=About&sec=tleet.

Interlining agreements allow airlines to combine their own flights with flights from other airlines in order to
offer enlarge their portfolio of destinations. See in detail below.
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shares on 29 September 2006, 7.775 million shares on 4 October 2006 and 16.56 million
shares on 5 October 2006. These shares amounted to 19.16% of the share capital of Aer
Lingus.

On 5 October Ryanair announced a public bid for the entire share capital of Aer Lingus. The
offer document was sent to Aer Lingus shareholders on 23 October 2006 with a deadline for
acceptance of 13 November 2006, which was subsequently extended by Ryanair first until 4
December 2006 and then until 22 December 2006. During the bid period, Ryanair acquired
further shares of Aer Lingus and, by 28 November 2006, held 25.17% of the share capital in
Aer Lingus. Ryanair has confirmed that its acquisition of shares in Aer Lingus since 26
September 2006 was part of its plan to acquire control of Aer Lingus®.

As Ryanair acquired the first 19% of the share capital of Aer Lingus within a period of less
than 10 days before launching the public bid, and the further 6% shortly thereafter, and in
view of Ryanair's explanations of the economic purpose it pursued at the time it concluded
the transactions, the entire operation comprising the acquisition of shares before and
during the public bid period as well as the public bid itself is considered to constitute a
single concentration within the meaning of Article 3 of the Merger Regulation.

COMMUNITY DIMENSION

In its decision of 20 December 2006 pursuant to Article 6(1)(c) of the Merger Regulation
the Commission concluded that the notified concentration has a Community dimension
pursuant to Article 1(3) of the Merger Regulation. For the sake of clarity, the arguments
used in that decision are recalled in this section..

The concentration does not have a Community dimension within the meaning of Article
1(2) of the Merger Regulation since the combined aggregate worldwide turnover of
Ryanair and Aer Lingus is less than EUR 5 000 million’. It therefore needs to be assessed
whether the concentration has a Community dimension within the meaning of Article 1(3)
of the Merger Regulation.

The undertakings concerned have a combined aggregate world-wide turnover of more than
EUR 2 500 million® and both Ryanair and Aer Lingus have a Community-wide turnover in
excess of EUR 100 million®. The conditions of Article 1(3)(a) and (d) of the Merger
Regulation are therefore met. Furthermore, it is clear that Ryanair and Aer Lingus do not
achieve more than two-thirds of their aggregate Community-wide turnover within one and
the same Member State. Whether or not both Ryanair and Aer Lingus achieve a combined
aggregate turnover of more than EUR 100 million in at least three Member States and each
of them achieves at least EUR 25 million in these Member States, as required under Article
1 (3) (b) and (c) of the Merger Regulation, depends on the geographical allocation of the
turnover of these undertakings.

See e-mail of Ryanair (A&L Goodbody) of 19.12.2006, folio no. 9861, and paragraph 866 of Ryanair’s
response to the Statement of Objections.

Turnover calculated in accordance with Article 5(1) of the Merger Regulation and Commission Notice on
calculation of turnover under Council Regulation (EEC) No 4064/89 on the control of concentrations
between undertakings (OJ C66, 2.3.1998, p. 25). Hereinafter referred to as “the Notice on the calculation of
turnover”.

Ryanair EUR 1,692 million, Aer Lingus EUR 883 million. [...]*

Ryanair EUR [...]*, Aer Lingus above [...]* EUR.
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Article 5(1) of the Merger Regulation provides, with regard to geographic allocation of
turnover: "Turnover, in the Community or in a Member State, shall comprise products sold
and services provided to undertakings or consumers, in the Community or in that Member
State as the case may be.”

The aim of the turnover-based thresholds is to provide a simple and objective mechanism
that can be easily handled by the companies involved in a merger in order to determine if
their transaction has a Community dimension and is therefore notifiable!?. At the same
time, the calculation of turnover should reflect as accurately as possible the economic
strength of the undertakings involved in a transaction in the Member State concerned!!.
The Notice on the calculation of turnover presumes that, in general, the geographical
allocation of turnover is determined by the location of the customer at the time of the
transaction (paragraphs 45 et seq.). In particular, paragraph 46 of the Notice presumes that
this will correspond, for practical purposes, to the place of provision of services.

In previous airline cases'2, the Commission identified the following three possibilities for
geographical allocation of turnover:

(1) to allocate revenue from individual routes to the country of destination (this option
was specifically mentioned in some cases for transatlantic routes'? and was abandoned
in the later decisions not involving transatlantic routes such as M.616 — Swissair
/Sabena (II), M.857 — British Airways/Air Liberté and others; therefore it is listed only
for completeness sake but will not be discussed further below);

(2) to allocate the turnover in a 50%/50% ratio to the country of origin and the country of
final destination so as to take into account the cross border character of the service
provided (“50/50 method”);

(3) to allocate the turnover to the country where the ticket sale occurred (referred to also
as “point of sale method”).

As previous transactions had a Community dimension under all possible methods, the
Commission left open which one would be the most appropriate one. It must be noted that
most of the decisions pre-dated the Notice on the calculation of turnover.

Ryanair has notified the merger to the Commission in the belief that it has a Community
dimension on the basis of the so called 50/50 methodology. It stresses that this
methodology was used by the Commission in a number of previous decisions and that it is
the appropriate method to be used in this case, given the cross-border character of the
routes where the activities of Ryanair and Aer Lingus may overlap. Further, they argue that
it is more in line with the industry practice as Ryanair itself monitors the national turnover
on a 50/50 basis for its accounting and operational purposes. Ryanair also considers this
methodology as sufficiently simple and easy to use without necessity of complex
calculations.

See paragraph 5 of the Notice on the calculation of turnover; CFI judgment in the case T-417/05 — Endesa v.
Commission, of 14 July 2006.

See paragraph 7 of the Notice on the calculation of turnover.

See the Commission decisions in cases M.130 — Delta Airlines/PanAm, M.157 - Air France/Sabena, M.259
British Airways/TAT, M.616 — Swissair/Sabena (II), M.857 — British Airways/Air Liberté, M.1354 —
SAirGroup/LTU, M.1494 — Sair Group/AOM.

E.g. the Commission decision in case M.130 — Delta Airlines/PanAm.
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Aer Lingus, on the other hand, submits that the merger does not have a Community dimension
on the basis that the turnover is allocated to the place of departure of the customer. It argues
that the general rule for geographic allocation of turnover according to Article 5(1) of the
Merger Regulation and the Notice on the calculation of turnover is to allocate the turnover to
that Member States where the customer is located. Taking into account the fact that a vast
majority of tickets is sold by Aer Lingus via the Internet!4, Aer Lingus is not able to identify
the location of the customer at the moment of the sale of the ticket. Therefore, as it is not
practically possible to use the location of customer at the time of sale, Aer Lingus rather
allocates the revenue to the Member State where the place of departure of the journey is
located as it reflects the location of the customer at the moment at which the provision of the
service commences. Aer Lingus also refers in this respect to paragraph 170 of the Draft
Consolidated Jurisdictional Notice!>. Aer Lingus further argues that under this place of
departure methodology, return tickets are to be treated as having only one place of departure,
namely the place where the first leg of the journey started. Although Aer Lingus does not sell
traditional return tickets in which both legs of a journey are combined in a single ticket for a
specific price, they argue that the return ticket is a service sold together with the outbound
ticket in one place and therefore the revenue from both the outbound and inbound leg of the
journey should be allocated to the original place of departure and not split for the two legs of
the journey. According to the turnover data submitted under this methodology, Aer Lingus
would have turnover in excess of EUR 25 million only in two Member States!¢ and therefore
the transaction would not have a Community dimension.

The Commission observes that neither Ryanair nor Aer Lingus is relying on the point of
sale methodology mentioned in past cases. This method is also increasingly difficult to
apply in the air transport sector, given the constantly growing shares of direct Internet sales
(in particular in case of point-to-point, low-cost airlines such as Ryanair and, to a large
extent, Aer Lingus with the majority of tickets sold over the Internet!”). The absence of a
physical transaction at a brick-and-mortar airline counter or travel agent makes it more
difficult to physically locate customers purchasing tickets. Further, as the customer could
buy the ticket on the Internet from practically any place in the world, this information
would, even if available, not necessarily support the assumption of the Notice on the
calculation of turnover that the location of customers when purchasing services will
normally reflect where the parties to the transaction provide their services and the
economic strength of the parties in a specific Member State. Both Aer Lingus and Ryanair
have confirmed that they are not in a position to allocate their revenue on the basis of the
location of the customer as they do not track the addresses or locations of customers at the
time of sale. Therefore, the point of sale principle cannot serve as a methodology in the
context of the current transaction.

The 50/50 method proposed by Ryanair has been accepted as a possible approach in a
number of past cases and seems, as noted in M.157 — Air France / Sabena, close to the

According to Aer Lingus, [70-80%]* of all its intra EC tickets in the period November 2005 — October 2006
was sold over the Internet.

Draft Commission Consolidated Jurisdictional Notice under Council Regulation (EC) No 139/2004 on the
control of concentrations between undertakings, published on 28.9.2006, available at the Commission
website: http://ec.europa.eu/comm/competition/mergers/legislation/jn.pdf.

Turnover of Aer Lingus allocated according to this methodology would exceed EUR 25 million only in
Ireland (EUR [...]*) and the United Kingdom (EUR [...]*). The third largest national turnover within the
Community amounting to EUR [...]* would be generated in [...]*.

Ryanair currently sells around [90-100]*% of tickets via Internet while Aer Lingus around [70-80%]*.
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spirit of the Merger Regulation since it takes into account the two places between which
the service is actually provided, reflecting the cross-border character of the service in
question. This method also provides a simple and clear criterion, and in this respect
appears therefore in line with the very purpose of the system of thresholds of the Merger
Regulation, that is, to provide a simple and efficient method to determine the authority that
is competent to review a merger.!® Finally, the 50/50 method appears not to be contrary to
the Notice on the calculation of turnover, to the extent that the basic principle of the
Notice, that is to say, the location of customer at the time of the transaction, cannot be
applied in a meaningful way in the case at hand, taking into account the difficulty of
establishing that location and the very specific nature of scheduled air transport services.

Aer Lingus argues that considering the nature of the service provided, the relevant
methodology in the air transport industry is to allocate the revenue from a flight to the
Member State where the place of departure of the flight is located (place of departure
methodology). It submits that this methodology reflects the wording of Article 5 of the
Merger Regulation, does not contradict the Notice on the calculation of turnover and is
proposed as a possible appropriate methodology by the Commission in the recently
published Draft Consolidated Jurisdictional Notice!®.

As indicated above in paragraph 16, Article 5(1) of the Merger Regulation refers to the
Member State where the service is provided. The place of departure seems to be a good
proxy for determining where the service is provided as it is clear that at the
commencement of the provision of the service, the customer is indeed located at the place
of departure. In circumstances where the conditions of purchase are unlikely to be
influenced by the place at which the customer conducts the transaction, the allocation of
the turnover to the place of departure may also be said to reflect, in principle, where the
airlines compete for customers to provide their services and corresponds to the economic
strength of the airline in a certain Member State.20 Further, the place of departure is simple
to identify for each journey and customer, which is an important factor for the
determination of jurisdiction, thereby ensuring legal certainty. This is particularly
important in circumstances where the location of the customer at the time of sale cannot be
identified and where satisfaction of certain of the subsidiary criteria identified in paragraph
46 of the Notice on calculation of turnover (where a deal was made, where the turnover for
the supplier in question was generated) is equally difficult to determine.

For these reasons, the argument that the place of departure principle may be an appropriate
basis for geographic allocation of turnover in the case of air transport would appear to be
in line with Article 5(1) of the Merger Regulation and with the underlying approach of the
Notice on calculation of turnover, having regard also to the evolution of business practices

Case T-417/05 Endesa v Commission judgment of 14 July 2006.

The Draft Consolidated Jurisdictional Notice published on 28 September 2006 states in paragraph 170: “Air
transport cases fall outside the categories set out above as the service consists in enabling the customer to
travel. The turnover generated by air transport is to be attributed to the location of the customer at the
moment at which provision of the service commences, i.e. the place of departure. This is normally the
country where the ticket was bought.”

See the third subsidiary criterion mentioned in paragraph 46 of the Notice on calculation of turnover. This
observation relates solely to the identification, for a whole category of cases and for the sole purposes of
determining the geographical allocation of turnover, of the place where a given notifying party could be
thought likely to face competition to provide services to customers departing from a given airport. It is
without prejudice to the definition of markets for the purposes of the competitive assessment, which depends
on a concrete examination of the circumstances of each individual case.

7
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in the airline sector and, in particular, in the case of the two undertakings concerned by the
concentration in this case?!.

The application of the place of departure principle would also raise questions about how
the tickets for roundtrips bought at the same time should be treated. Such tickets, on the
one hand, could be treated as “one service” with only one place of departure; then the total
revenue from the return ticket should be allocated to one country, namely that where the
place of departure of the original outbound flight is located. On the other hand, such tickets
could be split and treated separately as two flights from different places of departure, with
the distinct revenue from each leg of the journey being allocated to the country from which
that leg departed.

In order to resolve this issue, the practice of Aer Lingus and Ryanair needs to be examined
to determine whether, if the place-of-departure methodology were to be applied, the return
tickets sold by these two airlines could be regarded as constituting a single service or
rather as two separate services, each commencing at a different place of departure. The
examination of this issue shows that neither Ryanair nor Aer Lingus sells "traditional"
return tickets, whereby a return flight "bundle" is more advantageous than two one-way
flights. On the contrary, they both sell one-way tickets, together or separately as the case
may be, and simply sum up their individual prices in the case of simultaneous booking of
tickets comprising a round trip, without any price or other advantages for the customer
buying the tickets for such a round trip. Therefore, these are not "traditional" return tickets
but rather two one-way tickets bought simultaneously in one transaction for a round trip.
The customer, however, always has the possibility to buy such tickets in two different
transactions without being penalised, including the possibility to buy the outbound ticket
with one airline and the inbound ticket with another airline depending on the most
advantageous price for each leg of the roundtrip. For the purposes of the turnover-
allocation process, it could therefore be assumed that, in principle, the airlines compete
with each other for each leg of the journey and not on the sale of round trip tickets. This
argument would be supported by the fact that the customer is in a position, in the case of
the predominant Internet sales, easily to compare the prices of the individual one-way
flights and decide to fly with two different airlines if this is more attractive.

From the above, it can be argued that the airlines in this case provide two connected but
distinct services, one provided at the place of departure of the outbound flight and the other
at the place of departure of the inbound flight. In this situation, to the extent that it is
concluded that the place of departure methodology should be applied, it would appear most
appropriate, at least given the nature of the business activities of the undertakings
concerned by the present concentration, to split the two one-way flights of a round trip.
Therefore, the place-of-departure methodology as proposed by Aer Lingus must be
rejected insofar as it applies the rule foreseen for return tickets also to the (simultaneous)
purchase of two single tickets.

Therefore, it is concluded that, of the possible alternative methodologies for geographic
allocation of turnover in respect of transactions for which the location of the customer at
the time of purchase cannot be identified and cannot affect the conditions of such
purchase, in particular the 50/50 methodology, as well as the methodology based on place

Aer Lingus cannot rely on the Draft Consolidated Jurisdictional Notice, which has not been formally adopted
by the Commission yet.
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of departure with splitting the two one-way flights of a round trip tickets bought at the
same time, seem to be the most appropriate, especially in the case of point-to-point airlines
such as Ryanair or Aer Lingus?2.

Under the place of departure methodology with splitting the two one-way flights of a
round trip, the turnover of both Ryanair and Aer Lingus exceeds EUR 25 million at least in
three Member States (Ireland, the United Kingdom and Spain) whereas the combined
turnover of these two airlines in those three Member States exceeds EUR 100 million?3.
Further, the relevant thresholds would also be exceeded in these three Member States if the
50/50 methodology were to be used?*. It is therefore not necessary in this case to decide
which of these two possible methodologies is the more appropriate.

The notified operation therefore has a Community dimension pursuant to Article 1(3) of
the Merger Regulation.

INVESTIGATION OF THE CASE

Given the complexity of the case, the Commission has sought to make use of all available
means of investigation pursuant to Article 11 of the Merger Regulation. It has not only
analysed questionnaires which were sent inter alia to competing scheduled airlines, charter
airlines, airports and (corporate) customers but also other written and oral contacts with
these and other third parties such as slot coordination authorities, civil aviation authorities
and transport authorities.

Further, in view of the various economic and econometric submissions, in particular by the
Merging Parties, the Commission has decided to address these submissions to the extent
possible within the constraints (in particular timing) of a merger investigation. The
Commission has reviewed the submitted data by generating descriptive statistics to better
understand the factors affecting competition in the affected markets. It then conducted two
sets of regression analysis, one based on comparisons of fares across routes (the "cross-
section" analysis, Annex IV) and an assessment of price variations over time and across
routes (the "fixed-effects" analysis, Annex IV). The objective in both cases was to identify
the level of competitive constraints exercised between the Merging Parties as well as by
their competitors. Further, a price correlation analysis for individual airport pairs and city
pairs provided input in particular for the market definition section (see for further details
Annex IV).

The Commission also had to cope with a specific problem concerning the gathering of
relevant evidence in this case: although the transaction is likely to have an effect on more
than 14 million passengers travelling with the Merging Parties’ airlines, these are largely
individual customers?® that could not be contacted by the Commission by way of the

It should be noted that this does not prejudge the conclusion on whether it would be necessary to split return
tickets also in case of more traditional network carriers selling the traditional return tickets under more
advantageous conditions than two one-way tickets.

Ireland (Ryanair EUR [...]*, Aer Lingus around EUR [...]*), the United Kingdom (Ryanair EUR [...]*, Aer
Lingus EUR [...]*), Spain (Ryanair EUR [...]*, Aer Lingus EUR [...]*).

Ireland (Ryanair EUR [...]*, Aer Lingus EUR [...]¥), the United Kingdom (Ryanair EUR [...]*, Aer Lingus
EUR [...]*), Spain (Ryanair EUR [...]*, Aer Lingus EUR [...]¥).

As opposed to corporate customers which can be contacted via the respective corporations. The Merging

Parties sell a large majority of their tickets over the internet and the share of corporate customers in total
sales is limited.
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classic investigative techniques (questionnaires, telephone interviews) in a meaningful
way.

Although the Commission tried to have a representative view of the affected customers by
contacting large corporations (including Aer Lingus' largest customers) in Phase I of the
investigation, the responses showed that the replies of these “business customers” could
only to a limited extent be regarded as representative of the preferences of the customers
affected by this merger of two “low-frills” airlines. Indeed, corporate customers are by
nature business customers and are likely to be more time-sensitive and less price-sensitive
than the average “low-frills” customer26. Due to their specific needs, corporate customers
are also less appropriate as a source of information on how and on the basis of which
parameters Ryanair’s and Aer Lingus’ “typical” (low-frills) customers choose an airline.
The Commission therefore assigned an independent consultant to carry out a Customer
Survey at Dublin Airport to obtain a representative sample of responses from customers
who departed from Dublin. The questions were sent to Ryanair and Aer Lingus for
consultation before the Customer Survey was carried out during ten days in the month of
February. The results of the Customer Survey cover 12 of the 35 overlap routes (that is to
say, routes on which Aer Lingus and Ryanair both provide services), representing different
characteristic types of all the overlap routes. Details of the survey and tables which contain
the main results are set out in Annex I.

Ryanair has, notably in its response to the Statement of Objections, criticised the
Commission’s method of fact-finding in the present case. It has not only questioned the
results of the Customer Survey?’, but is also of the view that the Commission quoted
“selectively” from the results of the market investigation.

In this context it is important to stress that the Commission’s assessment of the competitive
impact of this transaction involves a complex legal and economic analysis, the result of
which is not based only on certain parts of the collected evidence, but on the totality of all
the available evidence. The fact that single pieces of evidence (answers to questions, result
of econometric studies?®) may not support a certain conclusion, cannot as such put into
question the Commission’s assessment, since the Commission cannot base its decision on
one single piece of evidence, but must collect as many pieces of evidence as possible,
analyse all available facts and opinions and weigh all the available evidence when deciding
on the compatibility of a transaction with the common market.

In particular with a view to written questionnaires, it is important to note that the
Commission’s market investigation is by no means an “opinion poll”. For instance, the fact
that the majority of answering third parties may have a certain opinion can only be an
indication for the Commission’s own investigation. Nor is the Commission required to
carry out a “representative” customer poll within the limited timeframe of a merger
procedure and under the constraints of often narrow markets with third parties who are
often reluctant to provide an answer?’. Nor would it be appropriate to assume that the
answers to the Commission’s questionnaires can always be regarded as an objective and

See also Annex I, answers to question 9 and 3 of the Customer Survey.
See for a more detailed discussion of the criticism Section 7.3.5 and Annex I.

See e.g. Ryanair's quotes of single third party replies to the Commission's market investigation or the market
test of the remedies in Ryanair's response to the Statement of Objections.

It should be noted that the number of customers who have been contacted and whose answer has been
analysed in the Customer Survey carried out on behalf of the Commission is largest number of third parties
the Commission has ever contacted in a merger investigation.
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well-reflected response to the respective question. As Ryanair itself notes3?, the knowledge
of the respondent on the subject matter can vary, he can have misunderstood the question,
he can be more or less representative, and the answer can also be “biased” in order to
influence the Commission’s decision-making process?!. Like in any other merger
investigation, the Commission has therefore carefully analysed, interpreted and weighed
all answers to the market investigation. The quotes from customers selected by Ryanair in
its response to the Statement of Objections are indeed part of the large number of
statements from third parties in this procedure. However, the Commission believes that the
few selected quotes are neither representative of the majority of the answering customers,
nor do they give a meaningful picture of the result of the Commission's market
investigation.

In this respect it is important to stress that the Commission’s market investigation is an on-
going process, in the course of which the Commission usually refines and narrows down
the issues it analyses’? and uses the opportunity to clarify unclear and contradictory
answers with third parties33. In the present case, for example, the Commission has tried to
take into account the views of as many actual and potential competitors as possible. The
Commission has therefore not only sent various written questionnaires to these
competitors, but has also carried out detailed interviews with the most important
competitors in order to clarify unclear answers and contradictions from the written
responses and to learn more about some key facts of the case (for example, entry barriers).
The minutes that were taken of these interviews were sent to the interviewees in order to
give them the opportunity to correct them (and to delete business secrets) before they were
added to the case file34.

RELEVANT MARKETS
6.1. Introduction

Ryanair’s and Aer Lingus’ activities overlap in the field of supply of scheduled passenger
air transport services within the European Economic Area. A large number of airlines3?
are currently offering such services within the EEA. However, these airlines form a
heterogeneous group, with significant differences between each airline. Differences

See page 36 of the Ryanair's Response to the Statement of Objections: “Detailed examination of the
responses makes clear that respondents often did not understand the questions with many contradictory
answers”.

The Commission analyses in particular answers by competitors very carefully, since they may have an
interest to make the transaction of their competitors more difficult, in particular in the framework of a
contested bid. However, in the present case many airlines were not directly affected by the merger, and other
airlines indicated even that they would welcome the merger since they were generally in favour of airline
consolidation. Indeed, since a number of airlines have just undergone merger control procedures at the
occasion of national or European mergers, carriers interested in future acquisition might be rather interested
to avoid the view that airline consolidation could have negative aspects.

For example, the first questionnaires to competitors and corporate customers were made on the assumption
that it may be relevant to define separate markets for so-called time-sensitive and non-time-sensitive
passengers in this case, see Section 6.8 below.

In its Response to the Statement of Objections, Ryanair quotes predominantly from questionnaires in Phase I
and largely ignores the more detailed “follow-up” questionnaires and minutes with the respective third
parties.

In case of unclear or contradicting answers, the Commission has attached greater weight to the later detailed
conversation than to the previous written answer.

Also referred to as “carriers” in this decision.
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42.
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between carriers relate mainly to (i) the operating model of the respective airline (in
principle hub & spoke or "network" carriers as opposed to point-to-point models) and (ii)
the level of service that is offered to passengers (full service as opposed to low-frills model).

6.1.1. Operating model

Certain carriers, usually referred to as "network carriers", operate a so-called "hub-and-spoke"
system. Network carriers direct ("feed") traffic into their specific hub airport(s), from where
they disperse the passengers via connections to numerous other destinations (often long haul
destinations). By directing passengers through their hubs, network carriers can ensure a
connection from every origin to every destination ("network") with a limited number of
routes3® and can fill their aircraft more easily. On the other hand, a hub-and-spoke network
requires a significant level of co-ordination and harmonisation of schedules of the “feeder”
and the respective (long-haul) services at the hub airport. Hub-and-spoke operations are
characterised by a succession throughout the day of waves of incoming aircrafts (which bring
connecting passengers (and cargo) onto the hub airport), followed by waves of departing
aircrafts with sufficient time in between the two to allow passengers (and cargo) to connect.
Between an incoming and an outgoing wave, there are usually few departures or arrivals. This
makes the hub-and-spoke airline operating model more inflexible and complex than a simple
point-to-point connection, where no connection has to be taken into account. Network carriers
normally refrain from entering routes which are not connected to their hubs (for example,
point-to-point services without connection to their hub)3’. Network carriers, often former
national "flag carriers", typically hold a relatively large slot portfolio at their main hub or
"home airport".

In contrast, other airlines, usually referred to as “point-to-point” carriers, concentrate on
providing point-to-point services. In a point-to-point operation, each individual route is in
principle operated independently from the others. The point-to-point model simplifies
significantly the airline operation. In general, point-to-point airlines are more flexible as
regards maximisation of their aircraft utilisation or fixing schedules and destinations. This is
because point-to-point airlines do not need to harmonise their schedules and to take into
account connecting flights within the network; they are also more flexible to choose new
destinations, without having to assess the potential contribution in terms of feeder traffic of a
new city and without considering to what extent serving a particular destination fits into the
rest of the network. Planning and operating routes on a point-to-point basis is not
incompatible, however, with allowing passengers to connect, where such connections are
possible and suit passengers' needs.

Although point-to-point carriers are not “hub” carriers, since they do not operate according to
the hub-and-spoke system, most point-to-point carriers also concentrate their traffic at certain
airports, the so-called base airports or “bases”. The concept of a “base” has to be distinguished
from the concept of a “hub”. While the term “hub” relates to the “hub-and-spoke” system and
the system of connecting “feeding” traffic into a network, the term “base” is used to
characterise airports on which airlines base their aircraft and on which they concentrate their
operations, offering mainly flights from and to these “base” airports. The concept of a base

Without a hub, a direct route from every origin to every destination would be necessary.
See CFI, T-177/04 EasyJet v Commission, of 4 July 2006, ECR [2006], 11-1913, paragraph 118.
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42

will be explained below in greater detail33.

The actual operating model used by the airline may differ also in terms of the geographic
area that is covered by the operations and the type of aircraft used. While network carriers
often cover a world-wide or at least trans-continental network of destinations3?, European
point-to-point carriers tend to operate on a regional, national or European-wide basis.
However, differences in particular between point-to-point carriers can be significant.
While some point-to-point carriers (regional carriers) offer two or three routes with one
single plane, others (such as Ryanair or easyJet) cover almost every European country and
offer hundreds of routes through a number of bases. Smaller regional and larger point-to-
point carriers can also operate with significantly different aircraft: While the regional
point-to-point carriers could operate with turboprop or with smaller jet aircrafts with only
20-100 seats, larger point-to-point carriers may operate with aircraft that can transport up
to 200 passengers on short haul routes. The differences between the smaller regional and
larger point-to-point carriers may not justify defining two separate markets, but the
Commission will take into account the differences between the models in its competitive
assessment*0.

There is a high degree of differentiation between the different airlines as concerns their
operating model. While some airlines can clearly be characterised as network carriers (for
example, KLLM, Lufthansa, Air France or British Airways) or as true point-to-point airlines
(for example, Ryanair, easyJet or most regional carriers), others have opted for an intermediate
model*!.

In recent years, Aer Lingus has transformed its European operation into a point-to-point
operation and marketed its services on European routes as such. As part of this strategy, Aer
Lingus decided to leave the global airline alliance One World as of 1 April 2007. In doing so
however, Aer Lingus has maintained the connectivity of its services from Dublin with some
partner airlines at a few of Europe's main airports (London Heathrow, Amsterdam Schiphol
and Frankfurt am Main in particular). However, a large majority of Aer Lingus' passengers
also travel point-to-point on these routes*2.

Ryanair is a pure point-to-point carrier. This is because, further to providing and marketing
their passenger air transport services as point-to-point, they actively discourage passengers

See below, Section 7.3.4.
It should be noted that most network carriers are members of international airline alliances.

Since smaller regional airlines with small aircraft need more frequencies than carriers with larger aircraft to
transport the same passengers and have higher operation costs, they are usually only a limited competitive
constraint to larger point-to-point carriers.

Typically, such carriers would be the former small to medium sized "flag carriers" in Europe. The term "flag
carriers" refers to national airlines which were (or still are) state-owned and considered as the countries' only
or leading airline (such as Air France for France, Lufthansa for Germany, British Airways for the UK etc.).
Most of these airlines operate according to the network model. However, some smaller "flag carriers" (such
as Aer Lingus) have changed their operating model into a low-frills model, while retaining some long-haul
operations as a "second limb" of their operations. Such small flag carriers continue to operate a limited
number of long haul services from their main airport. These operations and/or the portfolio of destinations
that are otherwise available on a direct service from their main airport are not sufficient for these carriers to
operate according to the hub and spoke model (see paragraph 42 above). To a varying degree however, these
carriers seek to maintain some connectivity at this airport to feed their long haul services and are willing to
adapt their operation and product offering to this effect.

See in greater detail in Section 7.9.
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from connecting or interlining*3.
6.1.2.  Type of airline service offered

In addition to the differences in the operating model, airlines can be distinguished according
to the level of services they offer to passengers. Indeed, airlines do not only compete on routes
and prices, but also on a number of qualitative features, in particular the level of services they
offer to their customers. Airlines have traditionally not only offered “basic” services (“frills”)
to their customers (for example, transport by air between two points), but also ancillary
services such as complimentary drinks and food, complimentary seat reservation, offering of
different cabin classes, complimentary luggage transport, complimentary newspapers etc.
Many airlines, however, have changed their “full service” model in the wake of the
appearance of various so-called “low frills” or “no frills” airlines. These “low frills” airlines,
such as Ryanair, were able to offer significantly cheaper fares than the established carriers, at
least partly because they reduced the level of (complimentary) services drastically. Today,
many established former “flag carriers” have reduced their free service offerings and
introduced some elements of the “low frills” model. The distinction between “full-service”
carriers (that is to say, carriers which offer a higher/upmarket level of service) and “low-frills”
carriers (which, as the name suggests, offer a rudimentary level of service and compete mainly
on the price of the flight) therefore characterises only the extreme ends of possible service
levels. Most airlines offer an individual combination of services, without clearly falling into
the category of a “no frills” or a “full service” carrier. The aspects, according to which airlines
try to distinguish themselves more or less from their competitors include booking services (for
example, seat reservation, on-line check in, last-minute bookings, differentiation in services
and prices for different types of customers** (for example, unrestricted that is to say, flexible
tickets, restricted roundtrip tickets), customer loyalty schemes such as frequent flyer programs
(“FFPs”)), services offered on the ground (for example, free luggage handling, availability of a
business lounge, free newspapers), in the air (for example, availability of premium cabin
classes, free drinks and food, number of crew, quality of the interior), or the destination airport
(for example, “primary” airports close to city centres or more remote “secondary’ airports).

Network carriers which operate a hub-and-spoke model normally fall into the category of
“full-service” carriers. Similarly, low-frills carriers tend to be point-to-point carriers.
However, point-to-point carriers can also be more low-frills or more full-service. For example
Ryanair, easylet and Aer Lingus (on its European services*’) have, with some variances
between them, the typical attributes of low-frills point-to-point carriers*, whereas carriers like

See the Notification, paragraph 201.
See below Section 6.8.

Aer Lingus changed its former business model dramatically after 2001 from a “traditional” full-service flag
carrier by significantly reducing the service offered. Today, Aer Lingus’ European operation is perceived by
most customers rather as a “low-frills” than a “full-service” business model , even though Aer Lingus still
offers a somewhat more elaborate and “upmarket” product than Ryanair. Aer Lingus fulfils many criteria that
qualify them as a low-frills carrier (very high percentage - more than 70% - of direct distribution over the
Internet, only one-way restricted fares, baggage fees, single economy-type cabin class service, no
complimentary meals on board, etc.). The market investigation has indeed confirmed that Aer Lingus has
changed significantly in the recent years (see in particular replies to question 30 of the questionnaire sent to
competitors on 6 November 2006 and question 8 and 15 of the questionnaire sent to customers on 31
October 2006). Further, the presentation "Aer Lingus Brand & Advertising Study" prepared for Aer Lingus
by Research Solutions in January 2006 confirms the increased perception of Aer Lingus as a low fares airline
(see also e-mail from Aer Lingus (Simone Warwick) of 27 March 2007) , folio no. 6316.

See the above footnote. For more details, see also Section 7.3 below.
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Aer Arann or CitylJet (on its Dublin — London City service*’) are more "full-service"
operators*8.

For the purpose of the assessment of the proposed transaction it is not appropriate to define
separate markets according to the type of airline operations or the level of service offered.
However, all of these differences between carriers are relevant when assessing the competitive
impact of the proposed transaction. This is because the constraints that a competitor will
exercise on the merged entity are determined by its business model and thus its incentives
and/or its possibilities to compete effectively with the merged entity.

6.1.3.  Ryanair is not in a market of its own

Ryanair has argued*® that it is not constrained by any competitor but, due to its business
model, rather by the overall price sensitivity of its customer base. It argued that its
business model is to target discretionary passengers whose alternative is not so much to fly
with another airline as not to fly at all, claiming that only Ryanair would be able to target
such a customer base due to its low cost base.

This would, however, imply that Ryanair effectively operates in a different market than
other airlines. The Commission has analysed the arguments put forward by Ryanair and found
that Ryanair does react to competition on the routes from and to Ireland>®. The evidence
provided by Ryanair therefore does not allow the Commission to conclude that Ryanair
acts independently from other competitors. Hence Ryanair cannot be considered to belong
to a market of its own but rather competes as other carriers within differentiated markets
for scheduled point-to-point passenger air transport services.

6.2. Definition of individual markets for each route (origin and destination) versus
definition of a market for short-haul flights out of Dublin

Ryanair submits that the relevant product market is “point-to-point scheduled air transport
passenger services’!” whereby each route between a point of origin and a point of destination
should be defined as a separate market (“Origin & Destination”- or “O&D-approach”).

This is in line with the Commission’s findings in previous cases involving scheduled air
transport services>2. The Court of Justice and the Court of First Instance of the European
Communities have confirmed that markets for passenger air transport can be defined on the

CityJet is a 100% a subsidiary of Air France. On the services it operates to and from Paris CDG airport,
CitylJet acts as a provider of feeder traffic into Air France's hub airport.

For more details on individual competing airlines, see Section 7.8.9.

See in particular Ryanair's submission of 21 November 2006, folio no. 22736.

See in detail below in particular in Section 7.4.

Notification, paragraphs 170 and 183.

See e.g. cases M.3940 - Lufthansa/Eurowings, paragraph 10; M.3770 - Lufthansa/Swiss, paragraph 12;
M.3280 - Air France/KLM, paragraphs 9-18 (confirmed by CFI, case T-177/04 easyJet v Commission, of 4
July 2006 ECR [2006], II-1913, at paragraphs 54-61; M.1855 - Singapore Airlines/Virgin Atlantic,
paragraph 16; M.1494 - Sair Group/AOM, paragraph 14; M.857 - British Airways/Air Liberté, paragraph 14;
M.278 - British Airways/DanAir, paragraph 10 (confirmed by CFI case T-2/93 Air France v Commission , of
19 May 1994 ECR ), ECR (1994), 320, at paragraphs 84 and 85); M.157 - AirFrance/Sabena, paragraph 25;

see also ECJ, case 66/86 of Ahmed Saeed Flugreisen, of 11 April 1989 ECR (1989), 803, at paragraphs 39-
41.
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basis of individual routes or a bundle of routes, to the extent that there is substitutability
between them according to the specific features or the case>3.

Due to the specific structure of the present transaction, which would combine two airlines
having large scale operations from and to Ireland, the Commission has also examined whether
aspects of substitutability, in particular for routes out of Dublin, might militate for the
definition of a joint market.

6.2.1. Possible definition of a market for short-haul flights from/to Ireland

Aer Lingus and Ryanair are the two leading airlines in Ireland, with by far the largest number
of aircraft based in Ireland, most of which in Dublin (around 41 out of in total around 48 short-
haul aircraft of all airlines based in Dublin belong either to Ryanair or Aer Lingus). Moreover,
unlike previous airline merger cases:

(a) this case involves two point-to-point low frills carriers as opposed to two full service
network carriers;

(b) the overlap between the Merging Parties is concentrated on traffic out of one
Member State (Ireland) and one airport (Dublin) in particular, as opposed to a
collection of individual routes between various points located in the respective home
countries of the Merging Parties as was, for example, the case in the Air
France/KLM merger case>.

Instead of a more “fragmented” market definition following the O&D approach, it could
therefore be argued that the “bundle of routes” which form the relevant market in this case
are all flights from or to Ireland. Indeed, customers and competitors (including Ryanair) do
often refer to an “Irish market” and claim that the conditions in this market are at least to a
certain extent different from conditions in other markets>>.

Aer Lingus and Ryanair hold a share of about 80% of all scheduled European traffic from and
to Dublin.’® Having a significant presence in particular in Dublin allows both airlines to switch
between routes and to add other routes out of the airport more easily than other competitors
without such a significant base3’. From a supply-side perspective, it could therefore be argued
that the “bundle” of routes out of Dublin forms one market, since suppliers operating from
Ireland can switch between the different routes (supply-side substitutability).

The market investigation has confirmed that non-Irish airlines believe that there are
significant barriers to entering the market as a non-Irish airline (or to “importing” flights).
Non-Irish competitors refer to the difficulty of not having a base in Dublin from which
they can easily operate on various routes out of Ireland. They also indicate that it is more
difficult for non-Irish airlines to win sufficient customers for their Irish routes than for the

See ECJ, case 66/86 Ahmed Saeed Flugreisen of 11 April 1989 ECR (1989), 803, at paragraphs 39-41; See
CFI case T-2/93 Air France v Commission , of 19 May 1994 ECR 320, at paragraphs 84 and 85; See CFI,
case T-177/04 easyJet v Commission, of 4 July 2006 ECR [2006], I11-1913, at paragraphs 54-61.

See case M.3280 — Air France/KLM.
See e.g. Notification, paragraph 73; see also interview with easyJet of 15.2.2007, folio no. 6170.

For more details about the position of Ryanair and Aer Lingus in Ireland and in particular Dublin, see below
Sections 7.2.

See for a more detailed analysis of the advantages of operating from airport bases in Section 7.3. below.
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two well-established leading Irish airlines®®. It should be noted that Ryanair and Aer
Lingus enjoy by far the best brand recognition in Ireland. Third parties also argued that
routes from/to Ireland differ from other European routes with respect to its relatively
remote geographic position®®. The low share of non-Irish companies in flights from/to
Dublin on a number of routes seems to support the view. Finally, one could argue that
defining an “Irish” market would have the advantage of taking into account those factors
of competition which go beyond the single “O&D’’-approach®?.

Some third parties argued that even from a demand-side perspective, the relevant markets
could be defined wider than to one specific destination. They argue that a significant
proportion of the groups of non time-sensitive or "leisure" passengers could be regarded as
“destination insensitive” customers. These passengers would be looking for short breaks or
extended holidays only in a certain area or even throughout Europe, without having in
mind a specific destination. For this customer group, some third parties argued that it
would be appropriate to define a market for "city-breaks" or "holiday flights" from
Dublin®!.

6.2.2.  Market definition according to the O&D-approach

However, the results of the Commission’s market investigation suggest that defining a
market for a “bundle” of all flights from or to Ireland is not the most appropriate way to
define the market in the present case. Indeed, the arguments mentioned in Section 6.2.1.
relate almost exclusively to supply-side considerations. They disregard the fact that, from
the demand side, passengers are in principle flying a given route to a given destination
rather than any route to anywhere. This is of particular importance given that the demand-
side is, in principle, the Commission’s starting point for the definition of relevant
markets62.

Customers normally wish to fly from a specific origin to a specific destination. While the
“point” of origin and the “point” of destination may in reality be defined as an “area” from
and to which customers are ready to fly, and while the O&D-approach also may include
other means of transport in specific cases, the vast majority of airline customers book their
flights according to plans to get from a specific city or region to another specific city or
region. Following a small but significant and non-transitory price increase, these customers
would not change their travel plans and choose another destination from Ireland®.
Although the Commission acknowledges that some customers might consider flying to
different city or holiday airports without having a clear preference for one destination
("destination insensitive customers"), it appears unrealistic to assume that a significant
proportion of passengers would not care whether they flew to Rome, to Faro or to Riga or
even to Turin. On the contrary, there are obvious differences between each destination

See in detail Section 7.8.3 below.

Other third parties mentioned that the Irish market is also different with respect to the absence of “pass by”
customers which fly on to other destinations from Ireland see interview with easyJet of 15.2.2007, folio no. 6170.
See further below in Section 7.8.6.

E.g. the common base in Dublin, the advantage of brand recognition for Irish operators, the possibility to shift
flights between different destinations out of Dublin etc.

See e.g. submission of the DOT to the Commission of 13.11.2007, p 49, folio no. 6444.

See in particular paragraph 13 of the Commission Notice on the definition of the relevant market, OJ C 372,
09/12/1997, p. 03.

See e.g. case M.3770 - Lufthansa / Swiss, paragraph 12
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which are highly relevant for the customers' choice of destination, even in the case of
leisure passengers (language spoken, tourist infrastructure, climate and other individual
features of the country/city). Furthermore, in the case of business passengers or passengers
visiting friends and relatives, any substitutability of different destinations is unlikely as the
purpose of their journey is itself connected with a specific destination (place of a business
meeting or place of residence of friends or relatives). For the vast majority of passengers,
therefore, a flight from Ireland to one destination is not simply substitutable with a flight to
another destination. On the contrary, from a demand-side perspective, every combination
of a point of origin and a point of destination forms a separate market from a customers’
viewpoint.

Moreover, it is questionable whether the competitive constraints from the supply-side, that
is to say, the possibilities for competitors to react to a price increase on a given route by
entering into competition on this route, are sufficiently immediate and effective. In contrast
to taxi-companies, which can easily serve any destination a customer wants to go to, the
Commission’s market investigation showed that there are a number of barriers which can
effectively prevent airlines from reacting to competition by opening new routes and that
opening routes requires investments, strategic decisions and time. If a route from Ireland is
not connected to a "base" of a competitor, this competitor is less likely to enter this new
route®*. Opening a new route also requires sufficient airport capacity both at the origin and
the destination, which may not be available®. A potential competitor might also have
insufficient access to customers, due to a lack of brand awareness in the destination
country, to fill his aircraft on a new route®. Further, opening a new route also involves
opportunity costs as the aircraft and crew needs to be taken from another existing route
which then needs to be abandoned or serviced with lower frequencies. As a result of these
barriers, it cannot be expected that Irish-based airlines could immediately switch to any
destination out of Ireland or that non-Irish competitors could easily fly to any Irish
destination should they wish to. Therefore, the effects of supply-side substitution cannot be
regarded as equivalent to those of demand substitution in terms of effectiveness and
immediacy®’.

Finally, it should be noted that the O&D approach is in line with the Commission’s
established practice in a number of airline mergers and antitrust cases and that it has been
approved by the Court of Justice and the Court of First Instance on various occasions; it
was also supported by a large majority of competitors®® in the Commission’s market
investigation.

For all these reasons, the O&D approach appears to be the most appropriate approach to
define the relevant markets in the present case®’.

See more in detail below in Section 7.8.3.
idem.
idem.

See further Commission Notice on the definition of the Relevant Market for the purposes of Community
competition law, OJ 97/C 373/03), para. 20 ff.

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 19; it should be noted
that even some network carriers, who in previous cases involving network carriers voted for a wider
definition in order to cover the “network effects” (e.g. FFPs), supported the O&D approach in the present
case involving two point-to-point carriers.

The Commission does, however, recognise that the single “O&D” markets are not entirely independent from each
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6.3. Analysis of the relevant routes (airport pairs versus city-pairs)

The Commission has, as set out in Section 6.2. above, based its competitive assessment on an
analysis of individual routes from one origin to one destination (O&D). Since airlines
operating on the identified overlap routes normally offer connections in both directions of this
route, no distinction between the directions of the flight is made on the single routes.

6.3.1. Connecting flights are not part of the same market

Moreover, it follows from the O&D approach that the Commission will assess the effects of
the proposed transaction on some but not all passengers on certain flights. On a flight between
Dublin and London Heathrow, some passengers will be flying point-to-point between Dublin
and London, whilst others will be taking a connecting flight in London Heathrow to another
destination like, for example Tokyo, Sidney or Moscow. Although Dublin-London is an O&D
pair which is affected by the proposed transaction, passengers on Dublin-London flights who
connect to Tokyo, Sidney or Moscow are in principle not affected by the proposed merger.
This is because there is no overlap between the services of Aer Lingus and Ryanair on the
routes Dublin-Tokyo, Dublin-Sidney or Dublin-Moscow. In contrast, those passengers who
are, for example, on a Dublin to London Heathrow flight and who travel point-to-point
between Dublin and London are likely to be affected by the proposed transaction to the extent
that Dublin-London is an O&D pair on which the Merging Parties' services overlap. Indeed,
customers who book a flight, for example, from Dublin to Tokyo using “connecting” or
“feeder” services (such as partly offered by Aer Lingus), usually pay a price for the entire
route and do not know the separate “price” for the Dublin-London limb of this route.
Connecting passengers can in such a situation not compare prices, and airlines can price
discriminate between connecting passengers and “classic” point-to-point customers. Although
there are certainly passengers who book their “connecting” flight with a different airline and
pay it separately, these passengers are regarded as “point-to-point™ passengers for the purpose
of this decision, even if their ultimate destination is different. The above distinction is of
material importance with a view to assessing the effects of the proposed transaction on
passenger air transport services in particular between Dublin and cities in which any of the
carriers operates hub airports (for example London, Frankfurt, Paris, Madrid)7°.

6.3.2.  Definition of the relevant “O&D " airport and/or city pairs

To establish whether an O&D pair forms a relevant market, the Commission considers the
different possibilities offered to consumers to travel between these two points. Since many
cities are connected to two or more airports, the Commission has not only considered the
direct flights between the two airports concerned, but also alternative airports to the extent that
they are regarded sufficiently substitutable to these direct flights’!. The Commission therefore
had to determine which “bundle of routes” between different airports belonging to two cities
are substitutable and which are not (that is to say, which airports can be considered to belong
to the same catchment area from the consumers' point of view). This analysis by the

other and will thus take account of the commonalities between different routes and of supply-side substitutability
and other forms of potential competition considerations whenever appropriate.

See below Section 7.9.

See already M.3940 - Lufthansa/Eurowings, paragraph 10; M.3770 - Lufthansa/Swiss, paragraph 11;
M.3280 - Air France/KLM, paragraph 12 and, CFI, case T-177/04 easyJet v Commission, of 4 July 2006
ECR (2006), 11-1913, at paragraph 56; M.1855 - Singapore Airlines/Virgin Atlantic, paragraph 16 with
further references.

19



70.

71.

72.

72

73
74

75

Commission mainly concerned the question whether the “main” airport of a city or region is
substitutable with a “secondary” airport by which the same city or region may be served. The
secondary airports which the Commission considered as potential substitutes are usually
smaller airports (often former regional or military airports) in cities more or less remote from
the “marketed” destination city (for example, “Paris/Beauvais” or “Frankfurt/Hahn”). In some
other cases, the question of substitutability concerned two or more main airports of a city (for
example, London).

Ryanair contends that secondary airports are, as a matter of principle, not substitutes for
primary airports. In support of this view, it refers to Commission decisions that found that
certain secondary airports were not substitutable with primary airports, particularly for
time sensitive passengers’2. It argues that, for Aer Lingus, time-sensitive passengers play
an important role, hence secondary airports would not be an alternative for them. Ryanair
also claims that the radius of an individual airport's catchment area should be drawn rather
small given the overall short travelling time of point-to-point short haul flights.

The question of substitutability of scheduled air transport services from different airports is
relevant with a view to determining to what extent the activities of the Merging Parties
overlap in the present case. The activities of Ryanair only overlap with Aer Lingus on 16
routes on which Aer Lingus and Ryanair fly between the two same airports (“airport pair”
approach). The Commission has also identified additional 19 cities (“city pairs”), to which
Ryanair or Aer Lingus fly from Ireland, using different airports (in most cases Aer Lingus
using “primary” and Ryanair “secondary” airports). Further, in the case of four airport
overlaps Ryanair also operates flights to additional destination airports belonging to the
relevant route which are also taken into account in this Section’?. Moreover, the question of
substitutability between airports is relevant with a view to determining to what extent the
merged entity would be constrained on services to/from Dublin by services operated from
either of the Belfast airports. For all these city pairs, the Commission has carried out a
detailed analysis’ in order to establish whether or not the respective airports are substitutable
for flights between Dublin (Shannon and Cork) and the relevant destination’>.

6.3.3.  Analytical framework

When analysing the substitutability of scheduled air transport services from different airports
pairs, the Commission analysed whether passengers would consider passenger air transport
services to/from neighbouring airports as reasonable alternatives. Do customers who wish to
fly for example between Dublin (or its region) and Venice (or its region) consider as
alternatives the services of Aer Lingus between Dublin Airport and Venice Marco Polo airport
(the primary airport serving Venice), on the one hand, and the services of Ryanair between
Dublin Airport and Treviso airport (a regional airport some 20 km North from Venice), on the
other? If the answer to these questions is positive, then the air transport services concerned
belong to the same market for the purposes of this Decision, that is to say, they form part of
the same O&D pair. A contrario, if the answer to that question is negative, the air transport

See the Commission decisions in cases COMP.37.730 Lufthansa / Australian Airlines, M.3280 - Air France /
KLM and COMP/38.712 British Midland/ Lufthansa/ SAS.

These routes are Dublin — Manchester, Dublin — Birmingham, Dublin — Newcastle and Dublin — Alicante.

The Commission has notably sought the view of the affected airports, competitors and the Civil Aviation
Authorities of the respective Member States and conducted a price correlation analysis.

The Commission has also verified to what extent the airport of Dublin is potentially substitutable with the
airport in Belfast.
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services concerned belong to distinct markets, that is to say, they do not form part of the same
O&D pair.

6.3.3.1. Relevant parameters

In order to analyse the substitutability of scheduled air transport services from different
airports, the Commission has sought to identify the main factors which are relevant for
individual customers when it comes to choosing between air transport services out of different
airports. The results of the Commission's investigation show that the customers take into
account mainly the following elements’¢:

(1) Travel time: All customers have a preference to minimise the travel time (and costs)
and prefer, other things being equal, the closer airport to the more remote one.
However, for the majority of all passengers on the analysed routes, time is not the
decisive criterion when considering different airport alternatives?”’.

(i) Travel cost: Customers have a general preference for the cheapest solution for their
journey. It should be noted that customers consider their fotal travel costs and not
only the transfer/parking costs at a specific airport. Even a more expensive transfer
to the alternative airport can therefore be a viable alternative if the total costs of the
trip (flight ticket plus transfer & parking) are comparable to the costs for a trip from
the closer main airport. Lower prices at a secondary airport may therefore outweigh
the disadvantages of a longer and more expensive transfer.

(i11) Flight times/schedules/frequencies: Most customers also have a preference for a
specific departure and return time and date and will chose the airline (and the airport
from which it is operating) which corresponds most to their preferences.

(iv) Quality of service: As explained in Section 6.1. above, air carriers offer different
levels of service. Similarly, airports offer different levels of service. By way of
example, shopping facilities at large main airports may be relevant for the airport
choice of some customers, while shorter check-in times at some airports might be
considered as an advantage by other customers.

The criteria above are not necessarily listed in order of importance. It is the combination of
these factors that drives passengers' choice for the one or the other airline service. For
example, some passengers value convenience. This does not depend only on journey time,
however, but also on timing and frequency. Passengers wanting to fly to an afternoon
business meeting may find an afternoon flight to a secondary airport more suitable (even
with the additional travel time) compared to a morning city flight. In summary, the relative
importance of each of these criteria may vary from one consumer to the other when combining
them depending on the consumer’s individual preferences or the specifics of his journey.

In principle, cheap airline fares reduce the total cost of a passenger's journey. However if
these cheap fares are only available from a distant airport, additional costs have to be
added to the airline fare for reaching the airport. These costs reduce the passenger's
incentives to opt for the cheap airline services. In this regard, Ryanair refers to the

See replies to the Airport Questionnaire (substitutability) send on 3 January 2007, in particular questions 3
and 4.

See in detail Section 6.8.

21



76.

77.

78.

79.

80.

78
79

80

statements of Aer Lingus in its Initial Public Offering Prospectus, where Aer Lingus believes
that "its customers have been willing to pay a premium over its low-cost competitors for its
enhanced service offering, including seat allocation and flying to centrally located city
airports’8." Moreover, the additional travel time to the distant airport represents an
inconvenience that the passenger is willing to accept in principle only if this is reflected in a
lower total cost for the journey. Similarly, very cheap airline fares are commonly
associated with a lower level of airline service: this is another type of inconvenience, in
comparison to higher levels of airline service that may be available from another airport,
which the passenger is willing to accept in principle only if this is reflected in a lower total
cost for the journey. On the other hand, the shorter turnaround times and less congestion at
the secondary airports may also shorten the overall travelling time. The way in which these
factors combine to result in a passenger's choice for the one or the other airline service
depends on this consumer's individual preferences and financial constraints (consumers
seek to maximise their personal utility under their personal budgetary constraints). Further,
the catchment area of low-frills carriers may be larger than those of network carriers as
customers are prepared to travel further to an airport to fly on their low cost flights.

The Commission is not in a position to assess the decision of every individual passenger
according to all the criteria indicated in paragraph 73 above for the purposes of defining the
relevant markets. The Commission, however, in its assessment whether services from Dublin
to two or more neighbouring airports belong to the same market took into account these
criteria to the extent possible. The assessment was undertaken, inter alia, on the basis of the
elements described in sections 6.3.3.2 to 6.3.3.5 below.

6.3.3.2. Definition of catchment areas

For most passengers, the more distant the airport from the point of departure or arrival, the
more inconvenient the airport and the cheaper the airline fare has to be for an equivalent level
of airline service. This suggests that services from an airport within a reasonable distance from
the point of departure or arrival are likely to exert a greater competitive constraint than
services from an airport which is distant or only accessible with difficulty.

The Commission has compared the distances in kilometres and the travelling time from an
airport to the city centre, but also the transfer time by car, bus/coach and, if available, by
public transport to the respective city centres.

It should be noted that the relevant time to consider with regard to determining the catchment
area is not the time it takes to transfer from an airport to the destination city, but the difference
in the time between transferring to the city from one airport and another candidate substitute
airport.

The Commission observes in this regard that the extra time it takes to get from the adjacent
airport to the city is often relatively little in comparison to the total door to door travelling
time (for example, 10-20% longer travelling time8). This is because the total door to door

Notification, paragraph 81, and Aer Lingus IPO Prospectus, page 67.

See e.g. minutes of the interview with Aer Arann of 13 February 2007, folio no. 6170, and reply of British
Airways to the Questionnaire to Competitors sent on 6 November 2006, folio no. 22168, question 22 .

This is in line with evidence submitted by the DOT, which provided a table for the airports relevant for this
case indicating the time difference, accounting for these factors, as a percentage of total travel time that it
takes to reach the destination city. The table shows that, on average, passengers must spend just 15% more
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travelling time is not simply a matter of flight time plus journey time from the destination
airport, but also includes time to travel to the departure airport, time for check-in, security
and customs clearance and for collecting baggage. In this regard, total travelling time is
probably more important than the distance travelled (see paragraphs 73 and 74 above).

81. The Commission's analysis whether passenger air transport services between Dublin (and
Shannon or Cork as relevant), on the one hand, and two or more distinct airports, on the other,
is for the following city pairs and airports:

Table 1: List of relevant airports for determination of city pairs
City City City
Airports Airports Airports
London Manchester Milan
Stansted (STN) Manchester (MAN) Milan Linate (LIN)
Heathrow (LHR) Liverpool (LPL) Malpensa (MXP)
Gatwick (LGW) Leeds-Bradford (LBA) Bergamo (Orio al Serio) (BGY)
Luton (LTN)
London City (LCY)
Barcelona Birmingham Newcastle
Barcelona (BCN) Birmingham International (BHX) Newcastle (NCL)
Girona-Costa Brava (GRO) East Midlands (EMA) Durham Tees Valley (MME)
Reus (REU)
Glasgow Paris Lyon
Glasgow International (GLA) Paris Charles de Gaulle (CDG) Lyon St Exupéry (LYS)
Prestwick (PIK) Beauvais-Tillé (BVA) Grenoble (GNB)
Toulouse Nantes/Rennes Brussels
Toulouse Blagnac (TLS) Rennes (RNS) Brussels (BRU)
Carcassonne (CCF) Nantes Atlantique (NTE) Charleroi Brussels South (CRL)
Amsterdam Frankfurt Hamburg
Amsterdam-Schiphol (AMS) Frankfurt International (FRA) Hamburg (HAM)
Eindhoven (EIN) Hahn (HHN) Liibeck Blankensee (LBC)
Vienna/Bratislava Alicante Bilbao
Vienna Schwechat International (VIE) Alicante (ALC) Bilbao Sondica (BIO)
Bratislava (BTS) Murcia San Javier (MJV) Vitoria (VIT)
Tenerife Rome Venice
Tenerife Norte Los Rodeos (TFN) Rome Ciampino (CIA) Venice (VCE)
Tenerife Sur Reina Sofia (TFS) Rome Fiumicino (FCO) Treviso (TSF)
Bologna
Bologna Guglielmo Marconi (BLQ)
Forll (FRL)

82. The Commission asked the airports8! listed in table 1 about the commercial arguments and
material that they use for the purposes of marketing airport services towards air carriers and
attracting them on their tarmac. In all cases, whether primary or secondary airports, the
"catchment area" that airports present to airlines is at least either 100 km or 1 hour driving
time. In most instances, airports argue or suggest that their catchment area exceeds these
limits, sometimes by far.

83. The Commission considers, therefore, that 100km or 1 hour driving time is a conservative
time travelling if they choose to travel to an adjacent airport compared to travelling to a city airport; See: 4
response to RBB's paper "Comments on the LECG report for the DOT", LECG, 29 November 2006, folio
no. 6145.

81

See e.g. replies to the questionnaire to airports ("Airport Questionnaire (substitutability)") sent on 3 January
2007, in particular questions 10 and 11.
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estimate of an airport's typical minimum catchment aread2. Within such travelling distances
or times to the airports, most passengers would not consider that flying from the one or the
other airport is manifestly inconvenient. As a result, most passengers would openly
consider flying from the one or the other airport, to the effect that competing air transport
services between a point in Ireland, on the one hand, and these airports on the other may
exercise a competitive constraint on each other. It should, however, be noted that the
Commission uses the 100km/1 hour-“rule” only as a first “proxy” to define a catchment
area. Due to the specificities of the respective airport and other evidence, the catchment
area may be wider in reality and will therefore be discussed in greater detail on a case by
case basis in the individual airport pair analysis®3.

In its response to the Statement of Objections Ryanair argued that the use of the 100 km/1
hour measure, although a useful proxy, is arbitrary and that the determination of
substitutability of air transport services to different airports it is much more complex.
Ryanair considers that it is more important to consider whether the competing airlines have
similar route networks or are totally differentiated. This is particularly so when an
important share of passengers on the route are time-sensitive or connecting (and Aer
Lingus and Ryanair serve different airports).

The Commission notes in this regard that the 100 km/1 hour benchmark is a proxy based
on the results of the view of airports on what they consider to be a reasonable catchment
area. The Commission has also taken into account in its assessment the view of
competitors and customers and additional evidence that is available to it (see further in
airport-to-airport analysis). As regards the issue of time vs. non time-sensitive passengers,
both Aer Lingus and Ryanair appear to have a comparable proportion of business
customers and the evidence on the file further does not allow the Commission to
distinguish time-sensitive passengers (see further on the matter of market definition
below??).

6.3.3.3. City Centre criterion

Ryanair argues that the Commission's determination in the field of airport substitutability
would be flawed if it relied on distances or travel times to city centres. This is because,
Ryanair explains, city centres are not the final destination point of all passengers®>.

If the centre of a city is included in the catchment area of an airport, however, then it can be
presumed that the city itself or a substantial part of this city at least is included in this
catchment area. Any suburbs or other urban areas located between the city and the airport
would also be included in this catchment area. Where the catchment areas overlap over

The Commission notes that studies conducted by the UK Civil Aviation Authority suggest that the catchment
area of airports in the United Kingdom extends up to 2 hours driving time. See e.g. Airport price control
review — Initial proposals for Heathrow, Gatwick, Stansted — December 2006 available at
http://www.caa.co.uk/default.aspx?categoryid=5&pagetype=90&pageid=7162.

See in this respect also Ryanair's Response to the Statement of Objections, paragraph 462 ("the reality is
much more complex").

Section 6.8.

Ryanair has in particular submitted data on the distribution of passengers using London airports by County
outside the Greater London and by Metropolitan District within the Greater London in its reply to the
Commission's Art 6(1)(c) decision in order to show that the "distance or time to city centre"-criterion referred to
by the Commission is "too simplistic".
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densely populated areas, the number of residents, potential airline customers, who would
consider flying from either airport is substantial. If this number is high enough, carriers
serving one of two or more overlapping airports will take this into account when setting the
level of their own fares. This applies in particular to large cities, in which the majority of
passengers do not necessarily live in the city centre but in a larger area around the city centre
(such as London). In such cities, the Commission has not only looked at the distance to the
city centre, but also whether the catchment areas of two airports overlap in a densely
populated region.

Therefore, the so-called city centre criterion is not to say that all passengers depart from or end
their journey at the centre of a city. It is a benchmark with a view to determining whether
customers would consider services to/from a neighbouring airport as an alternative. This also
therefore largely determines why air carriers would consider services to/from neighbouring
airports as a competitive constraint on the services that they operate. It could be further argued
that in the case of some holiday destinations (for example, Tenerife, Alicante/Murcia,
Bologna/Forli or Lyon/Grenoble) the city centre is not the relevant criterion as the passengers'
final destination is probably rather a tourist resort in the vicinity. However, the Commission
has used the city centre criterion in these cases as an indicative benchmark showing the
relative distance of the airports from the local centre and thus also the difference in their
ability to serve the tourist resorts in the vicinity. Further, in all these cases but for Tenerife,
Ryanair itself markets its services with reference to the relevant larger city in the vicinity, that
is to say, as Bologna (Forli), Grenoble Lyon and Vitoria (Bilbao).

The Commission's approach to airport substitutability from the customers' perspective is
consistent with evidence from Ryanair's own media releases or marketing activity, which
suggest that Ryanair views secondary airports as substitutable for primary airports. Ryanair
has provided a substantial number of media releases promoting either existing or new
destinations. These advertisements provide a valuable indication of both the passengers
Ryanair considers as buyers of flights, and the airports it considers that its routes are in
competition with.

Ryanair has consistently positioned its routes as substitutes for routes to adjacent city
destination airports. For example Aer Lingus flies to Bologna. On the establishment of its
Dublin to Forli (Bologna) route, Ryanair announced that: “/this] will end Aer Lingus' high
fare monopoly...Bologna. Irish customers previously had no alternative to Aer Lingus”8°. This
shows that Ryanair clearly positions Forli airport vis-a-vis its customers as a substitute for
Bologna main airport as regards passenger air transport services to/from Dublin. Similarly
Ryanair makes direct price comparisons between routes that fly to adjacent airports
(catchment area).

Moreover, Ryanair often lists its airport with the destination city in brackets or vice versa. For
example by listing "Frankfurt (Hahn)" Ryanair is identifying to the passenger that Hahn
airport serves the city of Frankfurt. Further, Ryanair provides a description of the distance and
the methods to reach the primary city. For example, it provides a description of how to travel

See press release of Ryanair "RYANAIR ANNOUNCES BIGGEST EVER EXPANSION AT DUBLIN 12
NEW EUROPEAN ROUTES START FROM DECEMBER" of 09/08/2006. Similarly in its press release
"RYANAIR OPENS 2 NEW ROUTES TO WARSAW AND STOCKHOLM & EXTENDS PRIORITY
BOARDING OPTION TO ALL PASSENGERS" of 18/10/2006, Ryanair compares its fares with the fares of
Aer Lingus on a number of routes where Ryanair and Aer Lingus serve different airports, including Tenerife,
Bilbao/Vitoria, Bologna or Lyon//Grenoble.
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to Frankfurt from Hahn airport. Ryanair also provides a description of activities in "Top 5
things to do" of the city destination since it understands that buyers of flights to adjacent
airports intend to visit the city destination. For example, it lists things to do in Frankfurt under
its Hahn destination.

In its response to the Statement of Objections, Ryanair takes the view that the way in which it
markets its services to certain airports is not at all relevant for market definition purposes. The
Commission does, however, believe that the way Ryanair markets its services is an important
element for the definition of the relevant markets, not least because the name under which an
airport is marketed can be a decisive factor for customers when they purchase a ticket. In
particular new customers on a route may not know much about the town at which the
secondary airport is located®” and decide to fly on this route because they know the “main”
city in the vicinity of the airport to which most of them intend to fly. Marketing activities are
in general designed to reflect and/or shape perceptions of customers about the offered services
and thus are relevant for assessing whether the customers would consider the air transport
services to different airports as substitutable.

Finally, the Commission's approach to airport substitutability from the side of passengers is
also consistent with the information gathered by the Commission from competing airlines®8,
and Member States' Civil Aviation Authorities in the course of the investigation in this case.
The results of the Commission's approach are also largely confirmed by an empirical
analysis?® conducted by the Commission with respect to the routes for which sufficient price
data supplied by the Merging Parties is available (see further Annex III).

6.3.3.4. The views of individual customers

The Commission also conducted a Customer Survey at Dublin Airport® primarily for the
purpose of testing Ryanair’s claim that, from the perspective of the customer, Aer Lingus and
Ryanair do not compete with each other (see Annex I for details). The sample of routes
included all London airports and a limited number of routes where the Merging Parties travel
to different airports close to the same city. Where passengers consider an airline travelling to a
different airport as an alternative it can be inferred that the passenger air transport services in
question are likely to exert a competitive pressure on each other. However, such evidence is of
an indirect nature since respondents to the Commission’s questionnaire were not asked to
explicitly state whether they would consider travelling to a different airport®!.

Ryanair, in its response to the Statement of Objections (paragraphs 404 to 411), argues that the
Customer Survey shows that the percentage of respondents that indicate that they would
consider switching to a carrier serving another airport is in general lower than those that would
switch to another carrier serving the same airport. According to Ryanair this is evidence that
these airports are not substitutable. The Commission does not dispute that whereas up to 52%

See e.g. “Hahn”, “Girona” or even “Stansted”

See e.g. answers to question 22 of the Commission’s Questionnaire to Competitors sent on 6 November
2006.

The Commission conducted a price correlation analysis for seventeen city-pair routes out of Dublin for
which sufficient data was available. The scope and methodology for this empirical analysis is explained in
Annex III to this Decision.

See the results of the Customer Survey as described in Annex I.
The Customer Survey only includes a subset of the routes where the Merging Parties serve different airports. The
Customer Survey is therefore informative only for those routes.
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of respondents consider the other merging carrier when it serves the same airport at
destination, this percentage declines when in reference to other routes. The Commission does
not deny that the competitive constraint exercised by the Merging Parties on each other may
be less significant when they serve different airports compared to when they serve the same
airports. This does, however, not imply that such a constraint is absent or insignificant. On the
contrary, the Commission's investigation showed that a large number of customers of low-
frills airlines compare and substitute the offers of airlines flying from primary and secondary
airports.

As concerns the econometric evidence put forward by Ryanair, the "benchmarking"
proposed by Ryanair in its response to the Statement of Objections mirrors the technique
followed by the Commission for price correlations (see Annex III). However this approach
is not relevant in the context of a survey. This is because prices of goods or services in the
same geographic market necessarily move in parallel since significant differences would
create opportunities for profitable arbitrage (it is this correction that induces prices to co-
move). On the other hand to consider an alternative carrier is the expression of an
individual preference and is not influenced by market interactions. Hence heterogeneity
across routes, which is not controlled for, naturally would lead to different ratios of
responses to the survey. These cannot be directly compared. In contrast, in the case of
price correlations, market dynamics that reflect substitutability drive the price correlation
towards a common value (duly taking into consideration variations due to seasonality and
common costs).

With respect to the answers of corporate customers in Ireland and travel agencies received
by the Commission in Phase I of its investigation, these answers proved to be of limited
value for certain aspects of the investigation. This is, by way of example, the case as
regards airport substitutability issues. The responses that were obtained were relatively
heterogeneous and a fairly high proportion of respondents replied that they were not
competent to give any answer or that they did not have the information to take a position
regarding airport substitutability issues. On the other hand, answers by competitors and
competitors and airlines were often much more substantiated?2.

6.3.3.5. Conclusion

To assess and conclude on whether scheduled passenger air transport services between two or
more distinct airports are substitutable from the customers' point of view, that is to say,
whether such services belong to the same market from the demand-side, the Commission
relied on various pieces of qualitative and quantitative evidence. Further, the Commission, in
its assessment, also considered whether the different types of information available to it went
in the same direction and corroborated each other.

In light of the above, the below listed pieces of evidence are used and considered before the

In its responses to the Statement of Objections, Ryanair alleges that the Commission ignores the results of its
own investigation and that it disregards the views of major corporate customers such as CRH, Unilever, IBM
EMEA, Siemens or Microsoft. The Commission contests these allegations. As set out in Section 5, in cannot
base its conclusions on single answers to the market test but has to weigh the validity of each answer and
compare it with the other evidence in the case file. Furthermore, Ryanair seems even to "cherry pick" those
responses from corporate customers which fit the argument they want to make. For example, Ryanair
underlines the view of Siemens that Manchester, Liverpool and Leeds Bradford are not substitutable whereas
they make no mention of the views of Siemens that Birmingham and East Midlands airports are
substitutable.
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Commission concludes on the substitutability of the airports concerned from the demand side.
For some routes not all of the evidence listed was available.

(1)

2)
3)

4)

)

(6)

(7)

(8)

Distances and travelling times are compared to the indicative benchmark of 100km/1
hour driving time. To this effect, the Commission has relied first on the results of the
market investigation (responses to airport substitutability questionnaires). Where
these results were incomplete or manifestly questionable, the Commission searched
for the information on reputed mapping and route planning websites (e.g.
www.viamichelin.com for continental Europe and www.rac.com for the United
Kingdom);

The views of competitors to the merged entity;

The views of airports and of Member States' civil aviation authorities to the extent
such views were expressed during the course of the Commission's investigation, and
results of reports of such authorities made independently of the proposed transaction;

The estimated proportion of leisure passengers on a route. It is generally
acknowledged that leisure passengers are rather price sensitive. They are more
inclined to trade a longer total journey time in exchange for a lower total journey
cost than business passengers. Therefore, on routes where the estimated proportion
of leisure passengers is high, it is reasonable to assume that airport substitutability
from the standpoint of passengers is wider rather than narrower. Accordingly, the
indicative benchmark of 100km/1 hour driving time should be applied in a wider
rather than a narrower way (see also paragraph 84).

The Commission also notes that when airports form part of a so-called "airport
system" pursuant to Annex II to Council Regulation (EEC) No 2408/92 of 23 July
1992 on access for Community air carriers to intra-Community air routes®3 this is
used as supplementary evidence which supports the finding that airports listed under
that Regulation belong to the same conurbation and can be considered substitutable
from the demand side;

Marketing practices and in particular the way in which Ryanair markets its services,
and the fact that certain airports are presented as serving a specific city/conurbation
is considered as additional evidence as this forms part of the elements that customers
take into consideration when purchasing an airline ticket over the Internet;

Whether transport services exist between the secondary airports and certain cities
and whether these are marketed through Ryanair's own website or perhaps organised
by Ryanair itself*4;

The result of the Commission's price correlation analysis for seventeen city-pair
routes out of Dublin as available®>; and

OJ L 240, 24.8.1992, p. 8.

The importance of these elements for the purposes of influencing the purchasing behaviour of passengers
should not be underestimated as evidenced from Ryanair's internal documents: [...]* (Quote from Board
Paper 4 (Board Meeting [...]¥) : PAGE 4.2, folio no. 629)

It should be noted that the Commission was only able to conduct such analysis on 17 routes as for the other
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(9) Finally, the Customer Survey conducted at Dublin Airport which provides indirect
evidence as to the substitutability of certain airport pairs from the demand side.

The results of this analysis are further discussed in Section 6.3.4. below.
6.3.4.  Detailed city-by-city analysis

6.3.4.1.Dublin - Belfast

The city of Belfast in Northern Ireland is served by two airports: Belfast International Airport
and George Best Belfast City Airport. In the Notification®®, Ryanair stated that "there is no
secondary airport to Dublin. Dublin Airport is the gateway to Ireland and airlines wishing to
offer services to Dublin and the east coast of Ireland have no alternative but to use this
airport". In its response to the Commission’s decision to open proceedings in this case,
Ryanair argued that scheduled passenger air transport services between Dublin Airport and a
point located in the EEA could be constrained by similar services from either of the airports
that serve Belfast. However, Ryanair also submits that the Belfast airports are "somewhat at
the margins of constituting alternatives to Dublin Airport." It stated further that "in the event
Dublin Airport becomes congested, or if prices are raised in the future, it is possible that the
Belfast Airports may become an alternative to Dublin"’. Hence, also Ryanair acknowledges
that today these airports are not substitutable.

The Commission observes that the distance between Dublin and Belfast is in excess of 160
km, that is to say, substantially above the 100 km indicative benchmark. The journey by rail or
the driving time is above two hours?®, which is more than double the indicative 1 hour driving
time benchmark. These findings indicate that passenger air transport services out of either of
Belfast airports are unlikely to constrain similar services out of Dublin Airport.

The Commission’s market investigation also supports the finding that Dublin and Belfast
should not be considered substitutable for the purpose of the notified operation. As noted
neither of the Merging Parties currently fly out of Belfast airport. Further, none of the third
parties the Commission has contacted during its market investigation indicated that they see
Belfast and Dublin as substitutable airports. Competitors confirmed that they do not regard
Belfast and Dublin as belonging to the same market, since the distance between the two
airports is too long”. The Dublin Airport and George Best Belfast City Airport agree in
considering that they are not substitutes but attract distinct customer groups in different
regions!%. Although Belfast International airport claims in its response that it competes with
Dublin Airport, this regards in particular competition for new carriers. Indeed, the reply of
Belfast International indicates that its catchment area is practically limited to Northern Ireland
and also that the number of passengers with residence in Ireland is negligible (amounting to
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routes there was not sufficient data available to the Commission to conduct a price correlation. The
Commission was therefore not able to provide such a test on all relevant airport/city pairs. The scope and
methodology for this empirical analysis is explained in Annex III to this Decision.

Notification page 104. The argument was made in relation to the competitive position of Dublin Airport.
See Ryanair's submission of 26 January 2007, first paragraph of the cover letter.
Approximately one and a half hour away by car according to Ryanair, Notification, para. 301.

See e.g. minutes of the interview with easylet of 15 February 2007, folio no. 6170, as well as replies to
question 23 of the Questionnaire to Competitors sent on 6 November 2006.

Questionnaire of 9.02.2007 on substitutability between Dublin and Belfast airports, folio no. 3870.
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only 2.24% of all passengers at Belfast International airport)!01.

The Customer Survey conducted by the Commission at Dublin Airport further suggests that
most passengers would not consider flying out of either of Belfast airports if prices for flights
out of Dublin increased!?2. In response to the hypothetical question whether customers
would consider Belfast as an alternative airport a total of 16.6% of all passengers stated
that they would consider using the Belfast airports in the future, whilst some two thirds of
all passengers responded that they would never consider Belfast as an alternative. The
remaining customers did not answer this particular question.

Ryanair, in its response to the Statement of Objections, argues that this question was
flawed because it was not sufficiently thorough. In particular it did not explore the
conditions under which substitutability may be possible!?3. The Commission notes that the
question in point was hypothetically phrased and as such broad. It was not drafted in a
manner to catch substitutability for a specific flight (unlike the questions of the survey
related to whether the passengers had in fact considered another airline). That allowed the
respondent to consider any possible reason (whether it actually materialises or not) which
might lead him to consider Belfast as an alternative to Dublin. The respondents were not
prompted to answer whether they considered Belfast as an alternative for the route on
which they were flying at that time. This thus increases the likelihood that passengers
would answer this hypothetical question positively.

Neither party to the notified operation flies from Belfast. In this regard it should be noted
that easylet serves from Belfast some of the destinations covered by the survey.. The
Commission verified the percentage of passengers that indicated easylJet as an alternative
(in spite of the fact that easyJet do not fly from Dublin) to the Merging Parties. Of these,
only between 0% and 4.7% (depending on the relevant route) of all passengers flying from
Dublin did actually consider flying with easyJet from Belfast. As regards London in
particular, Ryanair is the only carrier offering scheduled services between Dublin and
London Stansted, Gatwick or Luton airports. easylet flies to these three London airports,
albeit from Belfast, whilst Aer Lingus serves only London Heathrow from Dublin. The
survey shows that 24-46% of passengers flying between Dublin and London Stansted,
Gatwick or Luton airports would consider flying to London Heathrow with Aer Lingus
whilst only 0-4.7% of these passengers would consider flying with easyJet from Belfast.
These results show that easylet's services from Belfast are clearly not a substitute to the
respective services provided by the Merging Parties from Dublin (see further Annexes I
and II).

Finally, the Commission notes that the alleged competitive pressure from services operated
out of Belfast airports was not mentioned by Ryanair in the Notification. Had the alleged
competitive pressure been substantial, Ryanair would have presumably mentioned it in the
notification. On the contrary, Ryanair argues in the Notification that "the DAA, owner and
operator of Dublin Airport, is an absolute monopoly which possesses enormous bargaining
power over all airlines. Airlines wishing to service the Dublin market have no alternative but

101

102

103

See reply of Belfast International of 02/03/2007 to the Questionnaire on substitutability between Dublin and
Belfast airports, folio no. 6128, in particular annexed CAA 2006 Survey — Key Passenger Profile Findings,
January 2007.

See also in Annexes I and II, the complete result and presentation of the Customer Survey conducted in
Dublin Airport by the Commission.

See Ryanair's Response to the Statement of Objections of 17 April 2007, paragraph 380.
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108.

109.

to use Dublin Airport because there is no other airport in the Dublin area so airlines
(however big) have no way of meaningfully threatening to leave"'%*. In the same vein, the
Commission observes the striking contrast between the vigorous competitive reaction from
Ryanair in response to new entrants serving points located in the Republic of Ireland on the
one hand, and the relative absence of such a reaction in response to carriers operating out of
either of the Belfast airports on the other!%5. Further, the internal documents of Ryanair do not
indicate that the airports in Belfast would be considered as substitutable for Dublin and that

carriers operating from them would be considered to provide any competitive constraints.
[...]**106,

In the light of the above, the Commission takes the view that scheduled point-to-point

passenger air transport services from either of the Belfast airports to a point in the EEA are in
a different market from such services from Dublin Airport to the same point in the EEA.

6.3.4.2. London airports

The table below summarises the travelling distances and times between airports and the
centre of London.

104
105

See the Notification, paragraph 92.

While Ryanair reacted very aggressively to easyJet's entry to the routes between Shannon/Cork/Knock and
London in January 2005 [...]* (for more details see below Section 7.8.5), there was no such reaction to the
growth of the easylet's base at Belfast International airport (e.g. when easyJet announced in September 2006
a new route Belfast - Krakow and further expansion of its Belfast base — see press release of easylJet "easyJet
announces Belfast expansion" of 21 September 2006,
http://www.easyjet.com/en/News/belfast_to_krakow.html).

* Parts of this text have been edited to ensure that confidential information is not disclosed; those parts are
enclosed in square brackets and marked with an asterisk.

106

See e.g. Board Paper 3 for the Board Meeting of Ryanair Holdings plc on [...]*, page 3.15. and others (folio
no. 629).
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Airports
Distance to
centre of
Clty107
Private car'®
transport'®
denomination
on Ryanair
website, Bus
service to city
promoted on

bus: 75 min London (Stansted)
Stansted rail: 45 min Ryanair bus service

bus: 65 min!!!

. . Not served by Ryanair
Heathrow rail: 55 min yRY

bus: 90 min!12

Gatwick rail: 60 min London (Gatwick)

bus: 60 min London (Luton)
Luton rail: 25 min Ryanair bus service

Not served by Ryanair

London City rail: 22 min

Source: Market test (responses to airport substitutability questionnaires); I (data in italics)

110.

111.

112.

In the notification, Ryanair states that the London airports are not substitutes for one
another from a demand-side point of view, at least not as regards time-sensitive
passengers, or from a supply-side point of view. Ryanair's arguments concerning these
airports are threefold. First, Ryanair invokes the decision of the Commission in the British
Midland / Aer Lingus case!!3. In that decision, the Commission took the view that London
Heathrow was not substitutable with other London airports in regard to flights to Dublin
for customers affected by that merger. Secondly, Ryanair submits that each of the airports
serves a distinct "core" catchment area and is different in terms of its size and capacity.
Thirdly and finally, Ryanair claims that Heathrow is the only airport that is connected to
the London Underground. This would, according to Ryanair, make Heathrow clearly
different from any of the other London airports in terms of passengers' total journey time to
destination.

Firstly the Commission can agree that the London airports are not substitutable from a
supply side point of view. The Commission, however, notes that for the purpose of
identifying the relevant routes it should assess whether the passenger air transport services
in question are in competition with each other with respect to point-to-point passengers.

The British Midland / Aer Lingus case primarily concerned interlining traffic originating
from Dublin and connecting in London onto the services of carriers other than Aer Lingus
or British Midland. It was not about O&D point—to-point traffic between London and

107
108

109
110
111

112

113

Source: viamichelin.com and rac.com

Source: market investigation: responses to airport substitutability questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)]

Source: market investigation: responses to airport substitutability questionnaire
Source: ryanair.com

Average journey time by coach (National Express) is 65 minutes; market test suggests 135 minutes of
journey time by bus.

Average journey time by coach (National Express) is 90 minutes; market test suggests 145 minutes of
journey time by bus.

See the Commission decision 92/213 in case 1V/33.544 British Midlands / Aer Lingus, of 26 February 1992.
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113.

Dublin, but about the ability of British Midland as an entrant to capture a sufficient share
of the interlining traffic between Dublin and London in addition to point-to-point
passengers on this route. It is not disputed that London Heathrow, as a major hub airport, is
in a special position for passengers connecting in London!!'4. However, this is not
necessarily the case for passengers travelling point—to-point between London and Dublin.
Since the overlap between the services of Ryanair and Aer Lingus concerns point-to-point
traffic, the Commission can therefore not rely on a decision which was taken 15 years ago
in a case that concerned a different type of transaction (notably without the involvement of
low-frills carriers), but has to make its assessment, taking into account the present
competitive situation in London with a particular focus on the competitive conditions for
the passengers relevant in this decision!!3. Further, in other previous cases the Commission
found evidence that suggested that there is a substitutability of the London airports, at least
for non-time sensitive passengers!!®.

In its reply to the statement of objections, Ryanair refers to a study carried out by York
Aviation on the basis of data from passenger surveys conducted by the UK Civil Aviation
Authority in 2005. The data is analysed by county outside of Greater London and by
Metropolitan District within Greater London. The study summarises in a table the
counties/districts which provide over 80% of the passengers using each of the London
airports. On this basis, Ryanair criticises the "city-centre criterion" used by the Commission
and suggests that in most instances London airports are not substitutable. The Commission
notes, however, that this study does not include London City Airport. More importantly, the
geographical scope of the study appears to extend way beyond the borders of London: it
includes counties such as East and West Sussex, Suffolk, Kent, Norfolk and
Northamptonshire. It is only normal to find, for example, that passengers from East or West
Sussex will have a very strong preference for London Gatwick Airport. Accordingly, the
Commission would not dispute that flights between Dublin and London Heathrow are unlikely
to exert an effective competitive constraint on flights between Dublin and London Gatwick for
these passengers. However, the more or less 7 million inhabitants in inner and outer London!17
are evidently in a different position when it comes to choosing between London airports. It is
misleading, therefore, to mix counties such as West Sussex or Norfolk with London districts

114

115

116

117

In its Response to the Statement of Objections, Ryanair refers to various pieces of evidence with a view to
showing the non-substitutability of London airports. These pieces of evidence point to the special position of
London Heathrow airport as an important connecting point, in its capacity as one of Europe's major hub
airports. Ryanair refers in this respect to special provisions in the articles of association of Aer Lingus in
respect of the latter’s slots at London Heathrow airport. The purpose of these provisions appears to be to
safeguard the connectivity of Ireland with the rest of the world, in connection with services that are available
from Heathrow. As explained in Section 6.3.1 above however, it follows from the Commission’s application
of the "Origin and Destination" (O&D) approach that only point to point air transport services on the
relevant markets are considered in the present decision. Services on O&D pairs that are not relevant are
disregarded, even if such services imply that, as part of the overall journey on this O&D pair, one or more
legs is flown on an O&D pair which is relevant for the present decision. It follows that Ryanair’s objections
concerning the specificity of London Heathrow and in particular Aer Lingus’ slots at this airport do not
change the present assessment.

See on the limited "precedent value" of previous merger cases and the Commission's obligation to analyse
markets also case T-210/01 - General Electric v Commission [2005] ECR 1I-5575, paragraphs 118-119

See Commission decision in the case M.967 — KLM/Air UK of 22/09/1997, paragraph 24, Commission
decision in the case COMP/D2/38.479: — British Airways/Iberia/GB Airways of 10/12/2003, paragraphs 21-
24 of the summary of the Commission's assessment published on 10/01/2004.

Figures according to the population census of 2001, available from
http://www.statistics.gov.uk/census2001/pyramids/pages/h.asp
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114.

115.

116.

117.

such as Kensington or Westminster. Moreover, the mere fact that no data is available
concerning London City airport may introduce a bias in the results'!8. Accordingly, the
Commission does not agree that York Aviation's study puts into question the Commission's
finding that London Airports are substitutable for a large number of Ryanair's and Aer Lingus'
customers.

The Commission observes that all five London airports are within substantially less than 100
km from the centre of London, one of the most densely populated agglomerations in Europe.
Driving times by car between the city centre and the airports are below or not significantly
above 1 hour (1 hour and 25 minutes maximum). It should also be noted that many customers
use rail connections to London airports due to the difficult traffic situation in greater London.
Journey times by rail are an hour or less from the city centre in all cases. The fact that all the
London airports are largely within the indicative 100 km / 1 hour driving time benchmark thus
suggests that these airports are substitutable.

Studies!!® conducted by the UK Civil Aviation Authority (CAA) also suggest that the
catchment areas of airports located in the London area are wider than Ryanair argues.
These studies also show that the profile of passengers travelling through the London
airports is diverse, with substantial proportions of passengers travelling for private as well
as for business purposes at primary as well as secondary airports. Contrary to Ryanair's
assertions therefore, it appears that the London airports are, albeit to a varying degree
depending on the exact location of the passenger and the availability in particular of air
transport services at an airport, substitutes for one another.

In its own analyses, the CAA has adopted a two-hour surface access time as a relevant
benchmark for the airport catchment areas in which to consider competition for leisure
passengers. For business passengers, CAA has adopted a 1 hour drive time to represent a
conservative assumption that should avoid overstating the extent of the airport’s catchment
area. Whilst different catchment areas may be defined for business and leisure passengers, it is
important to consider whether this degree of disaggregation by passenger type is appropriate.
This will depend upon the degree to which the airline is able to price discriminate effectively
between different types of passengers. If price discrimination is not practical (due to the airline
carrying a broad mix of passengers on all of its flights), the Civil Aviation Authority explains,
a broader catchment area might be appropriate. The Commission notes in this particular
respect that neither Ryanair nor Aer Lingus price discriminate business from leisure
passengers.

The Commission observes that all of Ryanair's direct competitors!?? on the Dublin to
London route (Aer Lingus, British Airways, BMI and Cityjet) take the view that London

118

119

120

On the basis of mere distance considerations, it can for example not be excluded that passengers starting their
journey in Croydon would consider services to Dublin that are available from London City as well as from
Gatwick Airport and not exclusively services available from Gatwick Airport as suggested by the study of York
Aviation.

See in particular the following documents of the UK Civil Aviation Authority: CAA Passenger Survey
Report 2005 available at http://www.caa.co.uk/default.aspx?categoryid=81&pagetype=90&pageid=6554 and
Airport price control review — Initial proposals for Heathrow, Gatwick, Stansted — December 2006,
available at http://www.caa.co.uk/default.aspx?categoryid=5&pagetype=90&pageid=7162..

See replies to question 22 of the Questionnaire to Competitors of 06.11.2006 and in particular replies of Aer
Lingus (folio no. 4122), BMI (folio no. 22283), CityJet (folio no. 1990) and British Airways (folio no.
22168).
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118.

119.

120.

airports are substitutable for a majority of the point-to-point customers. This has been
confirmed by many other carriers and by the affected airports!?!.

The mere fact that Heathrow Airport is connected to the London Underground is not
sufficient (as argued by Ryanair) to distinguish it from other London airports for many
point-to-point passengers and to put it into a separate market. A tube ride from Heathrow
to Westminster or Leicester Square would typically take over 45 minutes!'22. This journey
time would be longer for destinations in the City. Even though Heathrow is also connected
by an express rail service to Paddington, this is not particularly convenient for access to
Central London, and the City in particular. Journey times from Heathrow to Central
London are thus comparable to times from other London airports. In any event,
irrespective of transport mode travelling time is within the benchmark.

It should also be noted that London Heathrow, Gatwick and Stansted airports form part of an
'airport system' as indicated in Annex II to Regulation (EEC) No 2408/92 that is to say that
they are grouped together as serving the same city or conurbation. This is an additional
element which contradicts Ryanair's view that London airports are not substitutes for one
another and that the transaction should be assessed on an airport to airport basis.

The Commission also notes that Ryanair’s services to London Gatwick, Stansted and Luton
airports are marketed on its website as services to London with the name of the airport added
in brackets. Furthermore, Ryanair suggests that the fact that an airport is designated by the
International Air Transport Association (IATA) for a particular city is irrelevant for market
definition purposes!?3. However, the Commission observes that a recent promotion by Ryanair
relies on the IATA-city designation. Under their "lowest fare guarantee" (see, for example, a
recent promotion between 9 May and 12 June 2007), Ryanair commits to offering the lowest
fares on certain routes. The terms and conditions applicable to this promotion include a
provision whereby the guarantee is only “valid for flights where there [...] is a direct city pair
comparison. This includes only airports that have the same city designation as defined by
IATA (International Air Transport Association). For example, claims will be accepted from
competitor flights operating to/from the five IATA designated London Airports (Heathrow,
Gatwick, Stansted, Luton and City)”12*. Both elements suggest that Ryanair considers that all
London airports in question are substitutable for its passengers. Finally, the minutes of
Ryanair's Board of Directors [...]*125. In this context, the market share and performance of
Ryanair on the routes is consistently compared with that of competitors, [...]*, irrespective
whether these competitors fly to different London airports. [...]*126 127,

121

122
123

124
125

126

See replies to the Questionnaire to Airports sent on 9 November 2006 and the Airport Questionnaire
(substitutability) send on 3 January 2007.

http://journeyplanner.tfl.gov.uk

See in particular page 211 of the response, Ryanair's comments on paragraph 78 of the statement of
objections.

Source: www.ryanair.com

See in particular, page 3.2 of Board paper 3 (Board meeting of [...]*), page 3.2 of Board paper 3 (Board
Meeting [...]*), pages 2.2 and 2.3 of Board paper 4 (Board Meeting [...]*) , page 3.2 of Board paper 3 (Board
Meeting [...]*), page 3.2 of Board paper 3 (Board Meeting [...]*), Page 3.5 of Board paper 3 (Board Meeting
[...]*), page 3.3 of Board paper 3 (Board Meeting [...]*), Pages 1.3 of Board paper 1 and 3.4 of Board paper
3 (Board Meeting [...]*), Page 3.2 of Board Paper 3 (Board Meeting [...]*). All under folio no. 629.

See Minutes of the Board Meeting of Ryanair Holdings plc on [...]*, page 1.3., which were presented as
Board Paper 1 for a Board Meeting of Ryanair Holdings plc on [...]* (folio no. 629).
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121.

122.

The empirical analysis (price correlation analysis — see further Annex III) conducted by the
Commission on this route further confirms that services between Dublin Airport and the
airports of Stansted, Gatwick and Luton belong to the same market. The analysis is not
conclusive as to whether services between Dublin and London Heathrow airport, on the one
hand, and Dublin and other London airports are in the same market.!28 However, it should be
noted that the price correlation between Ryanair and Aer Lingus was very strong for Cork —
London and Shannon — London routes up to the end of 2004, that is to say, before the entry of
easylJet (see further Section 7).

Also the Customer Survey conducted by the Commission at Dublin Airport!?® provides
indirect evidence that Heathrow and Gatwick are in the same market from the point of view of
point-to-point scheduled customers. It also, albeit to a lesser extent, supports the view that
Heathrow, Stansted and Luton are in the same market. In particular:

(1) 45% of Ryanair and 49% of British Airways passengers (flying to Gatwick)
considered flying Aer Lingus (serving Heathrow). This suggests that Gatwick and
Heathrow are in the same market.

(2) This is further supported by the fact that 33% of the passengers of British Midland
(flying to Heathrow) considered flying with Ryanair (flying to Stansted, Gatwick and
Luton).

(3) The proportion of British Airways passengers who considered Aer Lingus' services
to Heathrow to be an alternative was higher than the proportion of British Airways
passengers who considered Ryanair's services to be alternative. This finding is
noteworthy to the extent that Aer Lingus, on the one hand, and British Airways and
Ryanair, on the other, fly on to different airports.

(4) However, 18% of Aer Lingus' passengers considered Ryanair to be an alternative
(indeed around 20% of passengers on Aer Lingus flights mentioned that convenient
airport connections was a reason for the choice Aer Lingus). This can be at least
partly explained by the fact that a certain proportion of Aer Lingus' passengers to
Heathrow are connecting passengers. These passengers would not have the choice to
fly to any other London airport and could therefore not consider Ryanair as an
alternative. Further, it should be noted that the question concerned alternative
carriers and not alternative airports. Therefore, a high percentage of those

127

128

129

See for example the forecasted business plan dated [...]* prepared by Ryanair for the [...]* period (see folio
no. 629, Annex 2.1) with a view to demonstrating [...]*.

It is important to note with respect to all the analysed city pairs that the Commission has taken the economic
evidence on price correlation into account as additional elements that support its view. Therefore, even the
absence of this confirmation by the price correlation analysis would not imply that the services in question belong
to separate markets. On the one hand, a positive price correlation over time serves as a meaningful
confirmation that two or more products or services belong to the same relevant market. On the other hand, a
negligible or negative correlation of prices over time does not necessarily imply that the products/services
belong to separate markets. This is because prices movements may be influenced by other factors which can
lead to low price correlation. In the particular case of the Aer Lingus service between Dublin and London
Heathrow, substantial variations in the number of connecting passengers can be observed. A different
seasonality pattern for these inter-connecting passengers or a different pattern of demand may also lead to a
low correlation coefficient and would not reflect the underlying structural relationship between the two price
series. See Annex III for further details.

See Annex 1.
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considering a carrier flying to a different airport indicate that the customer regards,
among other factors, also the airport used by that carrier as an alternative for its
actual flight. However, if the share is low it cannot be simply assumed that it is
because the passenger views the airports as not substitutable as there are many other
factors!30.

(5) 46% of the passengers of CityJet considered Aer Lingus to be an alternative. This
would support the view that Heathrow and London City are in the same market

(6) On services to Stansted and Luton, the proportion of Ryanair passengers who
consider Aer Lingus as an alternative is lower. However with 25-30% of Ryanair
passengers who consider this to be the case, there is some support for the view that
services to Stansted and Luton belong to the same market as Heathrow.

(7) Closeness of the airport to the final destination is not a factor mentioned more often
by passengers flying to Heathrow than to Stansted or Gatwick (31%, 26% and 21%
respectively). In contrast this factor is important for 74% and 72% of passengers
flying to Luton and City airports respectively.

Ryanair, in its reply to the Statement of Objections (paragraph 70, first indent) points out
that Aer Lingus passengers travelling to Heathrow were only surveyed on weekends.
Ryanair then concludes in paragraph 375 that this “will have significantly skewed results
towards carrying a disproportionately high percentage of leisure passengers on the
Heathrow route. This will impact substantially on the validity of any conclusions drawn
about the substitutability of Aer Lingus and Ryanair on the London route”.

The Commission acknowledges that passengers on Aer Lingus flights to Heathrow were
surveyed on a Saturday and a Sunday. This may have induced some bias in the responses
for such customers but it is unlikely that the bias should be “significant”. Further, it is
noted that a significant proportion of Ryanair customers have considered Aer Lingus
although they fly into different London airports (45%)!3!. In fact even if Ryanair does not
impose a significant constraint on Aer Lingus on Heathrow it is clear that Aer Lingus does
exert a competitive constraint on Ryanair, because passengers, whether business or leisure,
recognise that to the extent Heathrow is at a more convenient location this may justify a
higher price (see further below). Hence if Ryanair were to raise its prices on the Dublin
routes to the other three London airports, customers might consider switching to Aer
Lingus. This also explains why even if Ryanair passengers are more price sensitive than
Aer Lingus passengers!3? the latter constrain the former in that if Ryanair raises prices
passengers may switch to Aer Lingus if it flies to a more convenient airport.

130

131
132

Ryanair, in its Response to the Statement of Objections compares the 18.4% of Aer Lingus passengers
considering Ryanair with the 16.7% of passenger considering Belfast as an alternative airport. It argues that
the differences are low and thus it is inconsistent to regard Heathrow as an alternative to other London
airports but not Belfast to Dublin. However, as explained in the previous section the two questions are very
different. Firstly the question on Belfast asks whether the respondent would ever consider Belfast and does
not cover for which route and which airline (as noted neither Aer Lingus nor Ryanair flies from Belfast). It is
thus a significant bias towards a positive answer. In contrast the 18.4% refers to actual past behaviour, that is
to say whether the respondent flying with a certain carrier actually considered a specific other carrier on the
London route for the particular flight in question.

Ryanair's customers were questioned on a weekday for this route (see also Annexes I and II).
See Ryanair response to the Statement of Objections (paragraph 413).
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125. In the light of the foregoing, the Commission takes the view that scheduled point-to-point
passenger air transport services between Dublin (as well as Cork and Shannon as there are
no indications that the situation would be different) and London Heathrow, Gatwick,
Stansted, Luton and City airports belong to the same market.

6.3.4.3 . Manchester, Liverpool and Leeds-Bradford airports

126. The table below summarises the travelling distances and times between airports and the
city centre of Manchester.

Airports
Distance to
centre of
CIty133
Private car'®
transport*®
Airport
denomination
on Ryanair
website, Bus
service to
city promoted
on Ryanair
website®®®

Manchester

Manchester Rail: 20 min!37 Manchester

Liverpool
Liverpool Bus service

Rail: 67 min

Leeds-Bradford Rail: 80 min Leeds Bradford

Source: Market test (responses to airport substitutability questionnaires); www.rac.com (data in italics)

127. On the basis of the 100 km or 1 hour driving time benchmark, Liverpool and Leeds-Bradford
airports appear prima facie to be substitutable for Manchester Airport from the demand side
for point-to-point scheduled passenger air transport services to/from Dublin. There exists a bus
service between Liverpool Airport and the city of Manchester. Tickets for the bus service are
available through the website of Ryanair.

128. The UK Civil Aviation Authority concurs that Manchester and Liverpool airports are
substitutable from the demand side for passenger air transport services to/from Ireland, at least
for non-time sensitive passengers!33.

129. The Commission's market investigation'3 showed that the two competitors to Ryanair on this
route (Aer Lingus and Luxair) operating on the affected routes or from Manchester and other
third parties share the view that both airports are substitutable for a majority of point-to-point
passengers.

130. This view is not put into question by arguments that were discussed in the recent decision of a

133 Source: viamichelin.com and rac.com

134 Source: market investigation: responses to airport substitutability questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

135 Source: market investigation: responses to airport substitutability questionnaire.
136 Source: WWW.ryanair.com.
137 Source: www.manchesterairport.co.uk

138 See response by the CAA to the Questionnaire to Member States' Civil Aviation Authorities, Question 5,
folio no. 1435.

139 See replies (in particular Luxair, folio no. 23152) to the Questionnaire to Competitors sent on 6 November
2006, question 22.
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131.

132.
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134.

national competition authority (the "Flybe/ BA Connect!4?" decision by the Office of Fair
Trading, "OFT"). That case concerned different markets, different carrier types and different
customer groups from the merger in this case. It is true that the OFT did not consider
Liverpool or Leeds-Bradford airports to be substitutable for Manchester in respect of
scheduled passenger air transport services between Manchester and Belfast in its analysis of
the Flybe/BA Connect-case. However, the OFT took this view on the basis that a large
proportion of passengers on this route were travelling for business purposes!4! and with a view
to ensuring that the merged Flybe-BA Connect could not raise prices for business travellers.
The Commission's assessment of the present transaction is not focused on business passengers
only. Rather it involves low-frills carriers catering mainly for passengers travelling for private
purposes, whether on holidays or visiting friends and relatives. Further, the OFT assessed the
substitutability for that specific route (Belfast — Manchester) and also took into account the
fact that the competing carrier active in Liverpool also flies from Belfast to a different airport
from that served by the Merging Parties, which further reduces the extent of competitive
constraints from that competitor!42,

The Commission notes further in this respect that, in a report of December 2006143 concerning
airports within the United Kingdom, the Office of Fair Trading concludes in respect of the
substitutability between Manchester, Liverpool and Leeds Bradford airports for passengers:
"There is therefore strong evidence that the set of potential substitutes to Manchester airport
includes Liverpool and Leeds Bradford airports but could potentially include others. This
accords with the views expressed to the OFT that there is an area of overlap between
Manchester, Liverpool and Leeds-Bradford airports, in which all three airports compete."
The view taken by the OFT in the particular circumstances of the Flybe/BA Connect case can
therefore not be construed as a firm conclusion that these airports could not be substitutes in
the context of a merger of airlines following a different business model, and in particular in the
absence of a specific focus on business passengers.

Manchester airport also considers that Manchester, Liverpool and Leeds Bradford are
substitutes for such services. Moreover, Manchester airport considers that it competes with the
other airports when it comes to attracting air carriers. Leeds Bradford airport considers that the
city of Manchester falls outside its catchment area. However, Leeds Bradford recognises that
(i) a high proportion of the passengers originating in West Yorkshire or North Yorkshire
(which the airport considers to be in its core cachment area) have historically used Manchester
airport and that (ii) Leeds Bradford competes with Manchester airport with a view to
attracting/retaining air carriers.

Ryanair's internal documents also suggest that Ryanair regards at least flights from
Manchester and Liverpool as competing with each other as they state the following [...]*144.

The Commission's empirical analysis (price correlation) also provides complementary
evidence that air transport services between Dublin on the one hand, and Liverpool or

140

141
142
143

144

Decision of the UK Office of Fair Trading in the case Flybe/BA Connect published 15 February 2007
http://www.oft.gov.uk/advice and_resources/resource _base/Mergers_home/decisions/2007/Flybe.

See paragraphs 12, 27 and 52 of the OFT decision .
See paragraph 27 of the OFT decision.

UK airports: Report on the market study and proposed decision to make a market investigation reference
OFT 882 (December 2006), see in particular paragraph 5.87.

See Board Paper 3 for the Board Meeting of Ryanair Holdings plc [...]*, page 3.4 (folio no. 629).
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Manchester airports, on the other, belong to the same market (see further Annex III).

135. In the light of the above, the Commission takes the view that scheduled point-to-point
passenger air transport services between Dublin (as well as Cork and Shannon as there are
no indications that the situation would be different) on the one hand, and Liverpool, Leeds
and Manchester airports on the other, belong to the same market.

6.3.4.4.Birmingham International and East Midlands airport

136. The table below summarises the travelling distances and times between airports and the
city centre of Birmingham.

Distance to
centre of

city145

Private car'*®
transport™’
denomination on
Ryanair website,
Bus service to
city promoted on

(%]
-
=
o
o
=
<

Airport

Birmingham

bus: 20-25 min

Birmingham International rail: 11-17 min
East Midlands N/a East Midlands

Birmingham

Source: Market test (responses to airport substitutability questionnaires); www.rac.com (data in italics)

137. On the basis of the 100 km or 1 hour driving time benchmark, Birmingham International and
East Midlands airports appear prima facie to be substitutable from the demand side for point-
to-point scheduled passenger air transport services to/from Dublin.

138. The UK Civil Aviation Authority concurs that these airports are substitutable from the
demand side for passenger air transport services to/from Ireland, at least for non-time sensitive
passengers!4?. Birmingham International airport does not agree that they are substitutes for
such services, citing poor public transport connections and doubts as to the capacity of the
road network around East Midlands airport.

139. The Commission's market investigation!3? showed that the competitor operating on the
affected route (Aer Lingus) and other third parties share the view that the airports are
substitutes from the customers' point of view for a large majority of point-to-point passengers.

140. Ryanair's internal documents also suggest that Ryanair regards flights from Birmingham and

145 Source: viamichelin.com and rac.com.

146 Source: market investigation: responses to airport substitutability questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

147 Source: market investigation: responses to airport substitutability questionnaire.
148 Source: ryanair.com.

149 gee response by the CAA to the Questionnaire to Member States' Civil Aviation Authorities, folio no. 1435,
Question 5.

150 gee replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.
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141.

142.

143.

East Midlands as competing with each other as they state the following [...]*!51.

The Commission's empirical analysis (price correlation) suggests that the two airports do
belong to the same market (see further Annex III).

In the light of the above, the Commission considers that scheduled point-to-point passenger
air transport services between Dublin, on the one hand, and Birmingham International or
East Midlands airports, on the other, belong to the same market.

6.3.4.5 Newcastle and Durham Tees Valley airports

The table below summarises the travelling distances and times between airports and the
city centre of Newcastle.

Airports
Distance to
centre of
Clty152
Private car'™
transport™*
denomination on
Ryanair website,
Bus service to
city promoted on
Ryanair
website'®

Newcastle

Newcastle

Newcastle Metro: 23 min

144.

145.

146.

Bus + Train (via

Durham Tees Valley Darlington): 70 min Durham (Tees Valley)

Source: Market test (responses to airport substitutability questionnaires); www.rac.com (data in italics)

On the basis of the 100 km or 1 hour driving time benchmark, Newcastle and Durham Tees
Valley airports appear prima facie to be substitutable from the demand side for point-to-point
scheduled passenger air transport services to/from Dublin.

Newcastle airport considers that there is limited substitutability between the two airports in
respect of leisure customers. Newcastle airport considers that it is in competition with other
airports in the immediate area to attract airlines, as well as other airports across Europe, given
the flexibility airlines have when deploying aircratft.

The Commission's market investigation'¢ further supported the view that the two airports are
substitutable from the demand side. In particular, it showed that the competitor operating on
the affected route (Aer Lingus) and other third parties share the view that the airports are
substitutes from the customers' point of view for a large majority of point-to-point passengers.

151
152
153

154
155
156

See Board Paper 3 for the Board Meeting of Ryanair Holdings plc on [...]*, page 3.4 (folio no. 629).
Source: viamichelin.com and rac.com.

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

Source: market investigation: responses to Airport Substitutability Questionnaire.
Source: ryanair.com.
See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.
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147. The Commission's empirical analysis (price correlation) also suggests that the two airports lie
within the same market (see further Annex III).

148. In the light of the above, the Commission considers that scheduled point-to-point passenger air

transport services between Dublin, on the one hand, and Newcastle and Durham Tees Valley
airports, on the other, belong to the same market.

6.3.4.6.Glasgow International and Glasgow Prestwick airports

149. The table below summarises the travelling distances and times between airports and the
city centre of Glasgow.

website, Bus
service to city
promoted on
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Glasgow

Rail: 40 min'6!
Glasgow International bus: 25 min

bus: 45 min Glasgow (Prestwick)
Prestwick rail: 44 min Bus service

Not served by Ryanair

Source: Market test (responses to airport substitutability questionnaires); www.rac.com (data in italics)

150. On the basis of the 100 km or 1 hour driving time benchmark, Glasgow International and
Prestwick airports appear prima facie to be substitutable from the demand side for point-to-
point scheduled passenger air transport services to/from Dublin.

151. The two airports agree that they are substitutes for such services. Moreover, the airports
consider that they compete with each other when it comes to attracting air carriers.

152. On its website, Ryanair markets its service to Prestwick as a service to "Glasgow (Prestwick)".
Although Ryanair suggests that the fact that an airport is designated by the International Air
Transport Association (IATA) for a particular city is irrelevant for market definition
purposes!®2, the Commission observes that a recent promotion by Ryanair relies on the IATA-
city designation. Under their "lowest fare guarantee" (see , for example, the recent promotion
between 9 May and 12 June 2007), Ryanair commits to offering the lowest fares on certain
routes. The terms and conditions applicable to this promotion include a provision whereby the
guarantee is only “valid for flights where there this is a direct city pair comparison. This
includes only airports that have the same city designation as defined by IATA (International

157 Source: viamichelin.com and rac.com.

158 Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU).J.

159 Source: market investigation: responses to Airport Substitutability Questionnaire.

160 source: WWW.ryanair.com.

161 source: http://www firstgroup.com/scotrail/index.php

162 See in particular page 211 of the response, Ryanair's comments on paragraph 78 of the statement of
objections.

42


http://www.rac.com/

153.

154.

155.

156.

157.

Air Transport Association). For example, claims will be accepted from competitor flights
operating to/from [...] designated airports in Glasgow which are Glasgow International and
Glasgow Prestwick”'63, These elements suggest that Ryanair considers that air transport
services to the airports in question are substitutable for its passengers.

The Commission's market investigation'®* showed that the competitor operating on the
affected route (Aer Lingus) and a clear majority of other third parties share the view that the
airports are substitutes from the customers' point of view for a majority of point-to-point
scheduled passengers!6>.

The Commission's empirical analysis (price correlation) is not conclusive as to whether
services between Dublin and either of the two airports lie within the same market. However,
this does not rule out the possibility that services between Dublin and these airports belong to
the same markets (see further Annex IIT)!66,

The Customer Survey conducted by the Commission at Dublin Airport provides an indication
that there is substitutability between Glasgow International and Glasgow Prestwick airports
for scheduled passenger air transport services to and from Dublin. In particular, 14.8% of
Ryanair passengers to Glasgow Prestwick considered flying with Aer Lingus to Glasgow
International airport, whilst 33.8% of Aer Lingus passengers considered flying with
Ryanair to Glasgow Prestwick airport.

In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Glasgow International or Glasgow
Prestwick airports, on the other, belong to the same market.

6.3.4.7.Paris Charles de Gaulle and Paris-Beauvais-Tillé airports

The table below summarises the travelling distances and times between airports and the
city centre of Paris.

163
164
165

166

Source: www.ryanair.com

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.

In its response to the Statement of Objections Ryanair argues that a number of airlines have considered that
the two airports are not substitutable for time-sensitive passengers. The Commission notes however that
although it does not consider it appropriate to distinguish between time/non-time sensitive passengers for the
purpose of this case, there is no evidence in the file suggesting that the two airports should not be
substitutable for non-time sensitive/leisure passengers. On the contrary, a clear majority of competitors
indicated that these airports are substitutable for non-time sensitive passengers, see replies to the
Questionnaire to Competitors sent on 6 November 2006, question 22.

A positive price correlation over time serves as a meaningful confirmation that two or more products or
services belong to the same relevant market. Conversely, a negligible or negative correlation of prices over
time does not necessarily imply the products/services belong to separate markets. See Annex III for further
details.
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transport®®
denomination
on Ryanair

Airports
Distance to
centre of
Clty167
Private car'®®

bus: 75 min Paris (Beauvais)
Beauvais rail: 70min Bus service

158.

159.

160.

161.

162.

163.

Bus: 55 min

CDG Rail: 35 min Not served by Ryanair

Source: Market test (responses to airport substitutability questionnaires); www.viamichelin.com (data in
italics

On the basis of the 100 km or 1 hour driving time benchmark, Beauvais and Paris Charles de
Gaulle (CDG) airports appear prima facie to be substitutable from the demand side for point-
to-point scheduled passenger air transport services to/from Dublin in terms of travelling time
for public transport as regards Beauvais.

On its website, Ryanair markets its service to Beauvais as a service to "Paris (Beauvais)". This
suggests that it takes the view that the two airports are appropriate for passengers heading for
Paris, the largest nearby conurbation. There is a bus service between Beauvais Airport and the
city of Paris. Tickets for the bus service are available on Ryanair's website.

The Commission's market investigation!’! showed that Ryanair's two competitors (Aer Lingus
and Cityjet) operating on the affected route and other third parties share the view that the
airports are substitutes from the customers' point of view for a large majority of point-to-point
passengers.

The Commission's price correlation analysis provides further evidence that the two airports
belong to the same market (see further Annex III).

The Customer Survey conducted by the Commission at Dublin Airport also suggests that there
is substitutability between Paris CDG and Beauvais airports for point-to-point scheduled
passenger air transport services to and from Dublin. In particular, 37.2% of Ryanair
passengers to Beauvais considered flying with Aer Lingus to Paris CDG airport, whilst
25.9% of Aer Lingus passengers considered flying with Ryanair to Beauvais airport.

In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Paris-Beauvais-Till¢ or Paris CDG
airports, on the other, belong to the same market.

167
168

169
170
171

Source: viamichelin.com and rac.com.

Source: responses to Airport Substitutability Questionnaire [and rac.com (UK) and viamichelin.com (rest of
EU)J.

Source: market investigation: responses to Airport Substitutability Questionnaire.

Source: ryanair.com.

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22, in particular CityJet
(folio 5351).
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164.

6.3.4.8.Lyon St Exupéry and Grenoble airports

The table below summarises the travelling distances and times between airports and the
city centre of Lyon.

Airports
Distance to
centre of
Clty172
transport*”
Airport
denomination
on Ryanair
website, Bus
service to city
promoted on
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bus: 30 min Not served by Ryanair
Lyon St Exupéry

165.

166.

167.

168.

169.

170.

171.

bus: 50 min Grenoble Lyon
Grenoble Bus service

Source: Market test (responses to airport substitutability questionnaires); www.viamichelin.com (data in
italics)

On the basis of the 100 km or 1 hour driving time benchmark, Lyon St Exupéry and Grenoble
airports appear prima facie to be substitutable from the demand side for point-to-point
scheduled passenger air transport services to/from Dublin.

As explained in Section 7.10.3 in respect of the competitive assessment of this route, the
Dublin to Lyon route is predominantly a leisure route. It follows that the 100 km or 1 hour
driving time benchmark should be applied in a wider rather than a narrower way.

The operators of the two airports agree that they may be substitutes for such services.
On its website, Ryanair markets its service to Grenoble as a service to "Grenoble Lyon".

The Commission's market investigation!’¢ showed that the Ryanair's competitor operating on
the affected route (Aer Lingus) and other third parties share the view that the airports are
substitutes from the customers' point of view for a large majority of point-to-point passengers.

In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Lyon St Exupéry or Grenoble
airports, on the other, belong to the same market.

6.3.4.9.Toulouse Blagnac and Carcassonne airports

The table below summarises the travelling distances and times between airports and the
city centre of Toulouse.

172
173

174
175
176

Source: viamichelin.com and rac.com.

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

Source: market investigation: responses to Airport Substitutability Questionnaire.
Source: ryanair.com.

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.
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Airports
Distance to
centre of
clty177
transport*’®
Airport
denomination
on Ryanair
website, Bus
service to
city promoted
on Ryanair
website®
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Toulouse

Toulouse Bus: 20 min!8!

Not served by Ryanair
Blagnac

172.

173.

174.

175.

176.

177.

rail: 60 min (From
Carcassonne Carcassonne Main Station)

Carcassonne

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

On the basis of the 100 km or 1 hour driving time benchmark, Toulouse Blagnac and
Carcassonne airports appear prima facie to be substitutable from the demand side for point-to-
point scheduled passenger air transport services to/from Dublin.

As explained in section 7.9.3 in respect of the competitive assessment of this route, the Dublin
to Toulouse route is predominantly a leisure route. It follows that the 100 km or 1 hour driving
time benchmark should be applied in a wider rather than a narrower way.

Toulouse Blagnac airport does not consider that it competes with Carcassonne when it comes
to attracting air carriers, given that it is not part of Toulouse Blagnac airport's strategy to
attract carriers such as Ryanair. However, Toulouse Blagnac airport considers that the two
airports are substitutes for services between Dublin and Toulouse-Carcassonne, from the
passenger's point of view!82,

The Commission's market investigation'®3 showed that the competitor operating on the
affected route (Aer Lingus) and other third parties share the view that the airports are
substitutes from the customers' point of view for a large majority of point-to-point passengers.

The Commission's price correlation analysis further suggests that the two airports belong to
the same market!84,

In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Toulouse Blagnac or Carcassonne
airports, on the other, belong to the same market.

177
178

179
180
181
182

183
184

Source: viamichelin.com and rac.com.

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

Source: market investigation: responses to Airport Substitutability Questionnaire.
Source: www.ryanair.com.

Source: www.toulouse.aeroport.fr

The difference made by Toulouse Blagnac between competition between airports, on the one hand, and
substitutability from the passenger's point of view on the other illustrates the distinction to be made between
demand and supply side substitutability (See Section 6.4 below).

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.

No customer survey was conducted for this route.
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178.

6.3.4.10.Rennes and Nantes Atlantique airports

The table below summarises the travelling distances and times between airports and the
city centre of Rennes.

Airports
Distance to
centre of
Clty185
Private car'®
transport*®’
denomination
on Ryanair
website, Bus
service to city
promoted on

Not served by

. . inl89
13 min Bus: 35 min Ryanair

Rennes

179.

180.

181.

182.

79 min (response to rail: 75 min
Nantes questionnaire (From Nantes Nantes (Brittany)
Atlantique suggested 60 min) Central Station)

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

On the basis of the 100 km or 1 hour driving time benchmark, Rennes and Nantes Atlantique
airports are slightly outside the benchmark set by the Commission as regards substitutability
from the demand side for point-to-point scheduled passenger air transport services to/from
Dublin.

Aer Lingus takes the view that the airports are substitutes. However, the Commission's overall
market investigation!®® showed no clear results as to whether the airports are substitutes from
the customers' point of view.

The Commission has found that Ryanair does not market its service to Nantes with reference
to Rennes (for example, by advertising Nantes as "Nantes (Rennes)" or vice versal®!). Also,
there are no significant differences between the airports of Rennes and Nantes Atlantique
which would be an incentive for passengers located in Rennes to travel to Nantes for the
flight. Unlike, for example, in Frankfurt, where the main airport is highly congested and more
expensive and where a large proportion of passengers consider the secondary airport to be a
substitute for the main airport, the Commission could not detect such a pattern for Rennes.

Unlike for other city-pairs, the available data was not sufficient for the Commission to conduct
a meaningful price correlation analysis for this city-pair. Further, there was no customer
survey conducted for this route.

185
186

187
188
189
190
191

Source: viamichelin.com and rac.com.

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

Source: market investigation: responses to Airport Substitutability Questionnaire.

Source: www.ryanair.com.

Source: www.rennes.aeroport.fr

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.

See in this respect the difference compared to other airports such as example of Frankfurt/Hahn and
Frankfurt am Main and others.
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183.

184.

In the light of the above, the Commission finds that it cannot be concluded from the result of
its investigation that scheduled point-to-point passenger air transport services between Dublin,
on the one hand, and Nantes Atlantique or Rennes airports, on the other, belong to the same
market.

6.3.4.11.Brussels Airport and Charleroi Brussels South

The table below summarises the travelling distances and times between airports and the
city centre of Brussels.

transport'*
denomination

on Ryanair
website, Bus
service to city
promoted on

Airports
Distance to
centre of
Cltylgz
Private car'®®

Brussels

bus: 18 min Not served by
rail: 17 min Ryanair

Brussels Airport

185.

186.

187.

bus: 45 min
rail: 50 min (from
Charleroi main stn)

Charleroi Brussels
South

Brussels (Charleroi)
Bus service

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

On the basis of the 100 km or 1 hour driving time benchmark, Brussels Airport and Charleroi
Brussels South airports appear prima facie to be substitutable from the demand side for point-
to-point scheduled passenger air transport services to/from Dublin.

The competent authorities in Belgium concur that these airports are substitutes from the
demand side for passenger air transport services to/from Ireland, at least for less time sensitive
passengers!?. Likewise, the two airports agree that they are substitutes for such services.
Moreover, the airports consider that they compete with each other when it comes to attracting
air carriers.

On its website, Ryanair markets its service to Charleroi Brussels South as a service to
"Brussels (Charleroi)", strongly suggesting that it takes the view that Charleroi Brussels South
Airport is appropriate for passengers heading for Brussels, the largest nearby conurbation.
There exists a bus service between Charleroi Brussels South Airport and the city of Brussels.
On its website, Ryanair informs passengers where to find information on the bus service to
Brussels.

192
193

194
195
196

Source: viamichelin.com and rac.com.

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

Source: market investigation: responses to Airport Substitutability Questionnaire.
Source: www.ryanair.com.

Questionnaire to Member States' Civil Aviation Authorities, Question 5.
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188.

189.

190.

191.

192.

193.

The Commission's market investigation!” showed that the only competitor to Ryanair on this
route (Aer Lingus) and other third parties take the view that the two airports can be considered
substitutes from the customers' point of view for a large majority of point-to-point passengers.

The empirical analysis (price correlation) is not conclusive as to whether Brussels Airport and
Charleroi Brussels South airports should be considered substitutes. However, as is further
explained in Annex III this does not rule out the possibility that services between Dublin and
these airports belong to the same markets!“8.

The Customer Survey conducted by the Commission at Dublin Airport!?® suggests that
services between Dublin, on the one hand, and Brussels Airport or Charleroi Brussels South,
on the other, are in the same market. According to the survey, 38.4% of Ryanair passengers
have considered Aer Lingus and 60.6% of Aer Lingus passengers have considered
Ryanair. As the two carriers fly to different airports, this is a strong indication for
substitution between these airports.

Ryanair itself refers regularly to the Dublin/Brussels route without distinguishing between
Charleroi and Brussels and [...]*200,

In its response to the Commission's Statement of Objections, Ryanair asserts that the
Commission fails to distinguish between the airports served by Ryanair and Aer Lingus, that is
to say, between primary and secondary airports. Ryanair refers in particular to the decision of
the Commission in the Charleroi State aid case?0!. In that decision it is stated?0? that
"[airlines] are sensitive to the type of airport services on offer, which correspond to clearly
defined commercial strategies: main airports and secondary airports do not offer the same
type of airport services to airlines, as the former offer full services, while the services offered
by the latter are generally more basic. [...].Secondary airports present inconveniences for
passengers in comparison with main airports (distance from main cities, problem of
connections between main cities and secondary airports, absence of airline connections) [...]
In addition, it appears that when an airline sets up at a secondary airport, the passenger
traffic will not necessarily be diverted from the main airport to the secondary airport. On the
contrary, it appears that this could be a factor in stimulating the market for both airports. [...]
The total [...] traffic [...] from Brussels National and Charleroi to Dublin doubled in volume
very quickly and has continued growing for the past seven years."

The Commission disagrees with the suggestion made by Ryanair on the basis of the above that
point-to-point scheduled passenger air transport services between Dublin and neighbouring
primary and secondary airports belong to separate markets. As discussed in Section 6.3.3, the

197
198
199

200

201

202

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.
See above the part describing the substitution of London airports and Annex I11.

In particular, in so far as 38.4% of Ryanair passengers to Charleroi have considered flying Aer Lingus to
Brussels National Zaventem whilst 60.6% of Aer Lingus passengers have considered flying Ryanair to
Brussels South Charleroi, the two airports may be considered substitutable for a sufficiently large number of
passengers.

See e.g. Board Paper No 2 for the Board Meeting of Ryanair Holdings plc to be held on [...]*, Section 3.1
and others (folio no. 629).

Commission Decision (2004/393/EC) of 12 February 2004 concerning advantages granted by the Walloon
Region and Brussels South Charleroi Airport to the airline Ryanair in connection with its establishment at
Charleroi, OJ L 137, 30/04/2004, p. 1 — 62, ("the Charleroi Decision").

See paragraphs 299 and 300 of the Charleroi Decision.
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194.

195.

196.

197.

Commission does not dispute that secondary airports may present certain inconveniences for
passengers. In the same vein and as noted in Section 6.1.2, the type of airports served is
precisely one of the elements according to which airlines differentiate their services. Moreover
and as explained in Section 6.4 regarding airport substitutability from the standpoint of air
carriers, the fact that primary and secondary airports offer different services to air carriers does
not imply that consumers will not consider air transport services from Dublin to the primary or
secondary airports of their destination as alternatives for one another.

Moreover, the Commission observes that Ryanair's quote from the Charleroi decision is
selective since the first sentence of paragraph 300 of the Charleroi decision, where the
Commission notes that carriers "operating out of a regional airport could attract passengers
who initially travelled out of a main airport", was omitted by Ryanair. Thus the Commission
recognised explicitly, as a starting point, that air transport services to primary and secondary
airports may be substitutes from the standpoint of the passenger. In any event, the analysis of
the impact on competition in the State aid sector is different from the one applied to
concentrations between airlines, and the definition of the relevant geographic market is
specific to the competition rules applying to undertakings.203

Accordingly, the Commission does not find that its assessment of airport substitutability issues
in the present decision contradicts the findings of the Charleroi decision.

In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Brussels Airport or Charleroi
Brussels South airports, on the other, belong to the same market.

6.3.4.12. Amsterdam-Schiphol and Eindhoven airports

The table below summarises the travelling distances and times between airports and the
city centre of Amsterdam.

Airports
Distance to
centre of
Clty204
transport®®
Airport
denomination
on Ryanair
website, Bus
service to city
promoted on
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Amsterdam

rail: 17 min Not served by
Amsterdam Ryanair

rail: 86 min

; Eindhoven
Eindhoven (from Eindhoven Central stn)

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

203
204
205

206
207

See paragraphs 248 and 249 of the Charleroi Decision.
Source: viamichelin.com and rac.com.

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

Source: market investigation: responses to Airport Substitutability Questionnaire.

Source: ryanair.com.
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198.

199.

200.

201.

202.

203.

204.

On the basis of the 100 km or 1 hour driving time benchmark, Amsterdam-Schiphol and
Eindhoven airports may not prima facie be considered substitutable from the demand side for
point-to-point scheduled passenger air transport services to/from Dublin.

Aer Lingus takes the view that the airports are substitutes. However, the Commission's overall
market investigation?°® showed no clear indication that the two airports are substitutes from
the customers' point of view.

The Commission notes that Ryanair does not market its services to Eindhoven as services to
Amsterdam. Further, Eindhoven Airport does not consider that it is substitutable with
Amsterdam-Schiphol. The Dutch authorities also have no strong indications that would
suggest that Amsterdam-Schiphol and Eindhoven airports are substitutes.

In a previous decision the Commission also suggested that (unlike in the case of London
airports), there is a low degree of substitutability between Amsterdam Schiphol and other
airports including Eindhoven airport2%°.

The Commission's own empirical analysis (price correlation) is not conclusive as to whether
services between Dublin and either of the two airports lie within the same catchment area. No
customer survey was conducted for this route.

In the light of the above, the Commission considers that it cannot be concluded from the
investigation that scheduled point-to-point passenger air transport services between Dublin, on
the one hand, and Amsterdam-Schiphol or Eindhoven airports, on the other, belong to the
same market.

6.3.4.13.Frankfurt am Main and Frankfurt/Hahn airports

The table below summarises the travelling distances and times between airports and the
city centre of Frankfurt.

website, Bus
service to

city promoted
on Ryanair
website?®
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Frankfurt

. . Airport not served by
Erankfurt rail: 12 min Ryanair

bus: 105 min Frankfurt (I—_|ahn)
Hahn Bus service

208
209
210
211

212
213

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.
See Commission decision in the case M.967 — KLM/Air UK of 22/09/1997, paragraph 24.
Source: viamichelin.com and rac.com.

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

Source: market investigation: responses to Airport Substitutability Questionnaire.

Source: ryanair.com.
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205.

206.

207.

208.

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

On the basis only of the 100 km or 1 hour driving time benchmark, Frankfurt am Main and
Frankfurt Hahn airports would not appear to be substitutable from the demand side for point-
to-point scheduled passenger air transport services to/from Dublin. However, despite the
distance, Ryanair itself markets its service to Hahn as "Frankfurt (Hahn)", strongly suggesting
that it takes the view that Frankfurt/Hahn Airport is appropriate for passengers heading for
Frankfurt. It should also be noted that Ryanair has argued in a court case on the
appropriateness of the use of the name "Frankfurt" for Frankfurt (Hahn) that it serves, to a
large extent, customers in the Frankfurt region?!4. Further, it is noted that Ryanair and Aer
Lingus target in particular the low-frills customer group prepared to travel further to an
airport to fly on low-cost flights.

This is supported by internal documents of Ryanair. Ryanair systematically refers to the
"Frankfurt market" and [...]*2!5. This is additional evidence showing that Ryanair considers
carriers serving Frankfurt am Main airport as competitors for its services in Frankfurt/Hahn.

The Customer Survey conducted by the Commission at Dublin Airport also suggests that
Frankfurt am Main and Frankfurt/Hahn are in the same market for the purpose of the
assessment of the current case?!°. This is, in particular, because 66.7% of Ryanair passengers
considered Aer Lingus as an alternative whilst 33.3% and 20% of Aer Lingus passengers
respectively considered Ryanair and Lufthansa. Furthermore, 31.5% of Aer Lingus' business
customers considered Ryanair as an alternative for flying to Frankfurt. At the same time,
47.2% and 5.7% of Lufthansa's passengers respectively considered Aer Lingus and Ryanair as
a possible alternative. This supports the view that:

(8) The services of Aer Lingus and Ryanair are substitutable for a large number of point-
to-point customers. This is the case in spite of the fact that they fly into different
airports;

(9) Therefore, for the particular case of the Dublin — Frankfurt route, Frankfurt/Hahn
and Frankfurt am Main airports can be considered part of the same market for a
significant part of Aer Lingus and Ryanair passengers and their customers consider
flying with the other carrier as an alternative despite the different airports served;

The Commission considers that the evidence provided by the customer survey is of
importance, in particular because the proportion of Ryanair's passengers who considered the
services of Aer Lingus as an alternative, and vice versa, (i) is high and (ii) is amongst the
highest compared to the proportions observed on other routes to and from Dublin.

214

215

216

Hanseatic Higher Regional Court (Hanseatisches OLG Hamburg), judgement of 30.09.2004 (case no. 5 U
176/03) and preliminary injunction of 19.12.2002 (case no. 5 U 137/02).

See Board Paper 3 for the Board Meeting of Ryanair Holdings plc on [...]* (folio no. 629), page 3.5. as well
as [...]*. Similarly see also Board Paper 3 for the Board Meeting of Ryanair Holdings plc on [...]* (folio no.
629), page 3.4. ("[...]*"). Further also Board Paper 3 for the Board Meeting of Ryanair Holdings plc on [...]*
(folio no. 629), page 3.3.; Board Paper 3 for the Board Meeting of Ryanair Holdings plc on [...]* (folio no.
629), page 3.5. and others. [...]*.

The Commission's finding is without prejudice to the fact that the two airports are not substitutable from the
carriers' point of view (the supply-side substitutability). Further, this finding is without prejudice to any
finding by the Commission in relation to Council Regulation No 2408/92.
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2009.

210.

211.

212.

Ryanair's direct competitors on this route have diverging views: whilst the low-frills/point-to-
point airline Aer Lingus considers that its passenger air transport services from Dublin to
Frankfurt main airport are substitutable with services from Dublin to Hahn airport from the
customers' point of view, the full-service/network carrier Lufthansa takes the opposite
standpoint (Lufthansa is flying into the Frankfurt/Main airport>!7). The Commission's market
investigation showed that for non time-sensitive passengers only, other competitors operating
to/from points in Germany or Ireland share Aer Lingus' view that airline services from both
airports are substitutable?!8.

The Commission's empirical analysis (price correlation) is not conclusive as to whether
services between Dublin and either of the two airports lie within the same market. Although
the price correlation indicated that the two airports would be in the same market but inter alia
given the few observations available2!®, the result is not robust enough to draw firm
conclusions (see further Annex III). This does, however, not rule out that services between
Dublin and these airports belong to the same market>20.

In the light of the above, for the purpose of this case, the Commission considers that scheduled
point-to-point passenger air transport services between Dublin, on the one hand, and Frankfurt
am Main or Frankfurt/Hahn airports, on the other, belong to the same markets.

6.3.4.14. Hamburg and Liibeck Blankensee airports

The table below summarises the travelling distances and times between airports and the
city centre of Hamburg.

217

218
219
220

According to the Customer Survey, Frankfurt/Hahn airport does not seem acceptable for more than 90% of
Lufthansa's passengers, many of which are connecting passengers transiting in Frankfurt/Main to another (usually
long-haul) flight.

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22..
Ryanair entered the Dublin — Frankfurt route only in May 2005.

See above the part describing the substitution of London airports. In the particular case of the Aer Lingus
service between Dublin and Frankfurt am Main, substantial variations in the number of connecting
passengers can be observed. A different seasonality pattern for these inter-connecting passengers or a
different pattern of random demand shocks would lead to a low correlation coefficient and would not reflect
the underlying structural relationship between the two price series. See Annex III for further details.
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Hamburg

9 km 35 min bus: 25 min Not served by
Hamburg rail: 23 min®23 Ryanair

213.

214.

215.

216.

217.

275 mi
75 km (Response to 60 min (Response railt?l{j% m?nnzll‘fom Hamburg

guestionnaire to questionnaire Liibeck main (Lubeck)

Libeck suggested 65 km) suggested 30 min) Bus service

Blankensee

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

On the basis of the 100 km or 1 hour driving time benchmark, Hamburg and Liibeck
Blankensee airports appear prima facie to be substitutable from the demand side for point-to-
point scheduled passenger air transport services to/from Dublin.

As explained in Section 7.9.3 in respect of the competitive assessment of this route, the Dublin
to Hamburg route is predominantly a leisure route. It follows that the 100 km or 1 hour driving
time benchmark should be applied in a wider rather than a narrower way.

On its website, Ryanair markets its service to Liibeck airport as a service to "Hamburg
Liibeck", strongly suggesting that it takes the view that Liibeck Airport is appropriate for
passengers heading for Hamburg.

The Commission's market investigation22” also showed that the competitor operating on the
affected route (Aer Lingus) and the majority of other third parties share the view that the two
airports are substitutable from the customers' point of view for a large majority of point-to-
point passengers?28. The operators of the two airports also agree that they are substitutes for
such services.

In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Hamburg or Liibeck airports, on the
other, belong to the same market.

221
222

223
224
225
226
227
228

Source: viamichelin.com and rac.com.

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

Source: market investigation: responses to Airport Substitutability Questionnaire.
Source: ryanair.com.

Source: www.ham.airport.de and www.jasper.de

Source: www.bahn.de and www.flughafen-luebeck.de .

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.

See notably the comments of the responsible German Ministry for Transport, stressing the willingness of
low-cost customers to accept significantly longer travel distances (response to Airport Substitutability
Questionnaire of 13/01/2007, folio no. 1312, e.g. answers to questions 2, 5, 8).
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6.3.4.15.Vienna Schwechat International and Bratislava airports

218. The table below summarises the travelling distances and times between airports and the
city centre of Vienna.

Airports
Distance to
centre of
Cltyzzg
Private car®®
transport®*
denomination
on Ryanair
website, Bus
service to city
promoted on

Vienna

Vienna 18 km bus: 20 min Not served by
Schwechat rail: 24 min?33 Ryanair

93 km (Response to
questionnaire suggested 60 bus: 95 min?34

Bratislava km)

Bratislava (Vienna)
Bus service

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

219. On the basis of the 100 km or 1 hour driving time benchmark, Vienna Schwechat International
and Bratislava airports appear prima facie to be substitutable from the demand side for point-
to-point scheduled passenger air transport services to/from Dublin (within the 100 km
benchmark and slightly above the 1 hour benchmark for Bratislava to Vienna city centre).

220. As explained in Section 7.10.3 in respect of the competitive assessment of this route, the
Dublin to Vienna route is predominantly a leisure route. It follows that the 100 km or 1 hour
driving time benchmark should be applied in a wider rather than a narrower way.

221. On its website, Ryanair markets its service to Bratislava airport as a service to "Bratislava
(Vienna)", strongly suggesting that it takes the view that Bratislava Airport is appropriate for
passengers heading for Vienna. In addition, there exists a bus service between Bratislava
airport and the city of Vienna. Tickets for this bus service are available through the website of
Ryanair.

222. The Commission's market investigation?33 showed that the two competitors of Ryanair on this
route (Aer Lingus and Sky Europe) and the majority of other third parties share the view that
the two airports are substitutable from the customers' point of view for a large majority of
point-to-point passengers.

223. As regards further evidence on the substitutability of the two airports the Commission notes
the findings of the Austrian and Slovak national competition authorities as regards a proposed
concentration involving Vienna and Bratislava airports in 2006. The proposed transaction was

229 Source: viamichelin.com and rac.com.

230 Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

231 Source: market investigation: responses to Airport Substitutability Questionnaire.
232 Source: WWW.ryanair.com.

233 Source: WWW.viennaairport.com

234 Source: www.eurolines.at

235 See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.
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224.

225.

226.

approved subject to conditions by the Austrian authorities on 1 February 200623¢ and
prohibited by a first-instance decision of the Slovak national competition authorities?3’. Even
though both authorities assessed the transaction primarily from the supply-side perspective —
that is to say, whether these airports are substitutable from the carriers' point of view, the
available information suggests that they also considered these airports substitutable from the
passengers' point of view?38. Vienna airport also takes the view that Bratislava and Vienna
airports are not substitutes. However, it could be questionable whether they may have taken a
different view taking into consideration the on-going appeal against the decision of the Slovak
national competition authority.

Moreover, the Customer Survey conducted by the Commission at Dublin Airport?3° suggests
that services between Dublin, on the one hand, and Vienna or Bratislava, on the other, are in
the same market. According to the survey, 28.4% of Ryanair passengers and 23.5%
SkyEurope passengers (both flying to Bratislava) considered Aer Lingus (flying to Vienna)
as an alternative and 29.3% and 16.2% of Aer Lingus passengers respectively considered
Ryanair and SkyEurope.

In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Vienna or Bratislava airports, on the
other, belong to the same market.

6.3.4.16.Barcelona and Girona and Reus airports

The table below summarises the travelling distances and times between airports and the
city centre of Barcelona.

236

237

238

239

See the published version of the decision in case BWB/Z-22 - Flughafen Wien Aktiengesellschaft; PENTA
INVESTMENTS LIMITED; Airport Bratislava, available at the webpages of the Austrian authorities:
http://www.bwb.gv.at/BWB/Veroeffentlichungen/Zusammenschluesse/Zusammenschluesse_2006/z_0022.ht
m.

See the press release of the Slovak national competition authority (the decision is currently under appeal and
is thus not yet published) http://www.antimon.gov.sk/eng/article.aspx?c=387&a=2362.

See e.g. the press release of the Slovak authorities, which states among others as follows: "Regarding the
fact that the airports VIE and BTS serve nearly same catchment area, which does not overlap with
catchment areas of other airports, which would represent current or potential competitors of the airports
VIE and BTS, the Office on a basis of complex competition assessment of many factors has found out that the
airports VIE and BTS are mutually substitutable and competition for airlines and passengers proceeds
between them in given region in the relevant market of providing infrastructure to regular regional flights.".

In particular, in so far as 38.4% of Ryanair passengers to Charleroi have considered flying Aer Lingus to
Brussels National Zaventem whilst 60.6% of Aer Lingus passengers have considered flying Ryanair to
Brussels South Charleroi, the two airports may be considered substitutable for a sufficiently large number of
passengers.
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Airports
Distance to
centre of
0|ty240
Private car®*
transport®*??
denomination on
Ryanair website,
Bus service to
city promoted on

Barcelona

rail: 17 to 30
Barcelona (El Prat de Llobregat) min®#4

Not served by Ryanair

bus: 80 min Barcelona (Reus)
Reus Bus service

227.

228.

2209.

230.

231.

232.

. ; Barcelona (Girona)
) bus: 70 min .
Girona-Costa Brava Bus service

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

On the basis of the 100 km or 1 hour driving time benchmark, Barcelona and Girona airports
and Barcelona and Reus could be considered substitutable from the demand side for point-to-
point scheduled passenger air transport services to/from Dublin, as these indicative
benchmarks are only slightly exceeded in the case of travelling time and the overall findings
concerning the substitutability of these airports confirms this view.

As explained in Section 7.9.3 in respect of the competitive assessment of this route, the Dublin
to Barcelona route is predominantly a leisure route. It follows that the 100 km or 1 hour
driving time benchmark should be applied in a wider rather than a narrower way.

The airport operator, Aena, agrees that the airports are substitutes for passenger air transport
services to/from Dublin for consumers. Aena states that it does not consider that the airports
compete with each other when it comes to attracting air carriers, given that they all belong to
same operator.

On its website, Ryanair markets its service to Girona and Reus as services to "Barcelona
(Girona)" and "Barcelona (Reus)" respectively. There exist bus services between Girona and
Reus airports, on the one hand, and the city of Barcelona, on the other. The web sites of the
bus service providers are accessible through the website of Ryanair.

The Commission's market investigation?#> showed that Ryanair's three competitors operating
on the affected route (Aer Lingus, Iberia and Spanair) and the majority of other third parties
share the view that the two airports are substitutable from the customers' point of view for a
large majority of point-to-point passengers.

The Commission's empirical analysis (price correlation) provides further evidence that

240
241

242
243
244
245

Source: viamichelin.com and rac.com.

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

Source: market investigation: responses to Airport Substitutability Questionnaire.
Source: www.ryanair.com.

Source: www.barcelona-airport.com

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.
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services between Dublin, on the one hand, and Barcelona, Girona or Reus airports, on the
other, belong to the same market (see further Annex III).

233. In the light of the above, the Commission considers that scheduled point-to-point passenger air

transport services between Dublin, on the one hand, and Barcelona, Girona or Reus airports,
on the other, belong to the same market.

6.3.4.17.Alicante and Murcia airports

234. The table below summarises the travelling distances and times between airports and the
city centre of Alicante.

Airports
Distance to
centre of
Clty246
transport®*®
denomination
on Ryanair
website, Bus
service to city
promoted on

~
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g
o
>
=
a

Alicante

. Bus: 35-40 min250 Alicante
Alicante

Bus: no direct service Murcia (Alicante)

Murcia

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

235. On the basis of the 100 km or 1 hour driving time benchmark, Alicante and Murcia San Javier
airports appear prima facie to be substitutable from the demand side for point-to-point
scheduled passenger air transport services to/from Dublin.

236. As explained in Section 7.9.3 in respect of the competitive assessment of this route, the Dublin
to Alicante route is predominantly a leisure route. It follows that the 100 km or 1 hour driving
time benchmark should be applied in a wider rather than a narrower way.

237. On its website, Ryanair markets its service to Murcia as a service to "Murcia (Alicante)",
strongly suggesting that it takes the view that Murcia Airport is appropriate for passengers
heading for Murcia.

238. The Commission's market investigation?’! showed that the competitor operating on the
affected route (Aer Lingus) and the majority of other third parties share the view that the two
airports are substitutable from the customers' point of view for a large majority of point-to-
point passengers. Aena, the operator of the two airports, also considers that the airports are
substitutable for such services.

246 Source: viamichelin.com and rac.com.

247 Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

248 Source: market investigation: responses to Airport Substitutability Questionnaire.
249 Source: WWW.ryanair.com.

250 Source: www.spanish-airport-guide.com

251 gee replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.
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239. In its response to the Statement of Objections Ryanair argues that the two airports are, for
example, not substitutable for time-sensitive / business passengers. In this regard the
Commission notes that the route in question is a leisure type route with a limited proportion of
business customers. Further, very few customers (around [0-10]*% of Ryanair customers)
book less than seven days prior to departure252.

240. The Commission's empirical analysis (price correlation) further suggests that the two airports
belong to the same market.

241. In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Alicante or Murcia airports, on the
other, belong to the same market.

6.3.4.18.Bilbao Sondica and Vitoria airports

242. The table below summarises the travelling distances and times between airports and the
city centre of Bilbao.

Private car®®*
transport®®
denomination
on Ryanair
website, Bus
service to city
promoted on

8
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Bilbao

Bilbao Sondica bus: 60 min Not served by Ryanair

Vitoria Bus: no direct service Vitoria (Bilbao)

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

243. On the basis of the 100 km or 1 hour driving time benchmark, Bilbao Sondica and Vitoria
airports appear prima facie to be substitutable from the demand side for point-to-point
scheduled passenger air transport services to/from Dublin.

244. As explained in Section 7.9.3 in respect of the competitive assessment of this route, the Dublin
to Bilbao route is predominantly a leisure route. It follows that the 100 km or 1 hour driving
time benchmark should be applied in a wider rather than a narrower way.

245. On its website, Ryanair markets its service to Vitoria as a service to "Vitoria (Bilbao)",
strongly suggesting that it takes the view that Vitoria Airport is appropriate for passengers
heading for Bilbao.

246. The Commission's market investigation showed that the competitor operating on the affected

252 Data submitted by Ryanair.
253 Source: viamichelin.com and rac.com.

254 Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

255 Source: market investigation: responses to Airport Substitutability Questionnaire.

256 Source: ryanair.com.

59


http://www.viamichelin.com/

247.

248.

route (Aer Lingus) takes the view that the two airports are substitutable from the customers'
point of view for a large majority of point-to-point passengers’.

In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Bilbao Sondica or Vitoria airports, on
the other, belong to the same market.

6.3.4.19.Tenerife North (Norte Los Rodeos) and South (Sur Reina
Sofia) airports

The table below summarises the travelling distances and times between airports and the
city centre of Santa Cruz.

Ryanair website,
Bus service to
city promoted on
Ryanair
website?**

=

3 S °

8»— L S c

) o P (] = o
5 8 of : 2 g
o CESE"" 8 %) =
= 17)036 © c S
o 5 = c

o ()

©

Tenerife

from Santa Cruz

) 11 km Tenerife North
Tenerife N

249.

250.

251.

60 km Not served by Ryanair

Tenerife S

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

On the basis of the 100 km or 1 hour driving time benchmark, Tenerife North and South
airports appear prima facie to be substitutable from the demand side for point-to-point
scheduled passenger air transport services to/from Dublin. Further, as the two airports are
located on opposite sides of the island, it can be presumed that any other location on the island
(for example, different sea-side resorts on the coast) would be within the indicative thresholds
as well.

As explained in Section 7.9.3 in respect of the competitive assessment of this route, the Dublin
to Tenerife route is predominantly a leisure route. It follows that the 100 km or 1 hour driving
time benchmark should be applied in a wider rather than a narrower way.

The Commission's market investigation?62 showed that the competitor operating on the
affected route (Aer Lingus) and the majority of other third parties share the view that the two
airports are substitutable from the customers' point of view for a large majority of point-to-

257

258
259

260
261
262

The Commission did not have sufficient data for a price correlation for this route. Further, no customer
survey was conducted for this route.

Source: viamichelin.com and rac.com

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)]

Source: information not available from market test questionnaires or the Internet.
Source: ryanair.com

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.
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point passengers.

252. The Customer Survey conducted by the Commission at Dublin Airport?63 suggests that
services between Dublin, on the one hand, and Tenerife North or Tenerife South, on the other,
are in the same market. According to the survey, 32.3% of Ryanair passengers (flying to
Tenerife North) considered Aer Lingus (flying to Tenerife South) as an alternative and
33.3% of Aer Lingus passengers considered Ryanair as an alternative.

253. In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Tenerife North or South airports, on
the other, belong to the same market.

6.3.4.20.Rome Fiumicino and Rome Ciampino airports

254. The table below summarises the travelling distances and times between airports and the
city centre of Rome.

Airports
Distance to
centre of
CIty264
Private car®®
transport®®®
Airport
denomination
on Ryanair
website, Bus
service to city
promoted on

bus: 40 min Rome (C'a”?p'”o)
Ciampino Bus service

Fiumicino rail: 31 min?68 Not served by Ryanair

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

255. On the basis of the 100 km or 1 hour driving time benchmark, Rome Fiumicino and Rome
Ciampino airports appear prima facie to be substitutable from the demand side for point-to-
point scheduled passenger air transport services to/from Dublin.

256. The two airports form part of an 'airport system' as indicated in Annex II to Regulation (EEC)
No 2408/92. That is to say that they are grouped together as serving the same city or
conurbation.

257. On its website, Ryanair markets its service to Ciampino as a service to "Rome (Ciampino)".

263 n particular, in so far as 38.4% of Ryanair passengers to Charleroi have considered flying Aer Lingus to
Brussels National Zaventem whilst 60.6% of Aer Lingus passengers have considered flying Ryanair to
Brussels South Charleroi, the two airports may be considered substitutable for a sufficiently large number of

passengers.

264 Source: viamichelin.com and rac.com.

265 Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

266

Source: market investigation: responses to Airport Substitutability Questionnaire.
267 Source: WWW.ryanair.com.

268 Source: www.adr.it
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258.

259.

260.

261.

262.

The Commission's market investigation’®® showed that the competitor operating on the
affected route (Aer Lingus) and the majority of other third parties share the view that the two
airports are substitutable from the customers' point of view for a large majority of point-to-
point passengers. The operator of the two airports further considers that they may be
considered as substitutable, albeit catering for different market segments.

Further, the Customer Survey conducted by the Commission at Dublin Airport?7? suggests that
services between Dublin, on the one hand, and Rome Fiumicino or Rome Ciampino, on the
other, are in the same market. According to the survey, 50.5% of Ryanair passengers (flying
to Rome Ciampino) considered Aer Lingus (flying to Rome Fiumicino) as an alternative
and 53.8% of Aer Lingus passengers considered Ryanair as an alternative.

The Commission's empirical analysis (price correlation) also suggests that passenger air
transport services between Dublin, on the one hand, and Rome Fiumicino or Rome Ciampino
airports, on the other, belong to the same market.

In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Rome Fiumicino or Rome Ciampino
airports, on the other, belong to the same market.

6.3.4.21.Milan Linate, Malpensa and Bergamo (Orio al Serio) airports

The table below summarises the travelling distances and times between airports and the
city centre of Milan.

Airports
Distance to
centre of
Clty271
Private car®’?
Ryanair website,
Bus service to
city promoted on
Ryanair
website?’*
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. Bus: 20 min?73 Not served by Ryanair
Linate

Bus: 50 min
Malpensa Rail: 40 min?76

Not served by Ryanair

269
270

271
272

273
274
275
276

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.

In particular, in so far as 38.4% of Ryanair passengers to Charleroi have considered flying Aer Lingus to
Brussels National Zaventem whilst 60.6% of Aer Lingus passengers have considered flying Ryanair to
Brussels South Charleroi, the two airports may be considered substitutable for a sufficiently large number of
passengers.

Source: viamichelin.com and rac.com.

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

Source: market investigation: responses to Airport Substitutability Questionnaire.
Source: www.ryanair.com.

Source: www.comunedimilano.it

Source: www.comunedimilano.it
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264.

265.
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Milan (Orio al Serio)

) 277 '
Bus: 60 min Bus service

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

On the basis of the 100 km or 1 hour driving time benchmark, Milan Linate, Malpensa and
Bergamo airports appear prima facie to be substitutable from the demand side for point-to-
point scheduled passenger air transport services to/from Dublin.

The airports form part of an 'airport system' pursuant to Annex II to Council Regulation (EEC)
No 2408/92, that is to say that they are grouped together as serving the same city or
conurbation.

On its website, Ryanair markets its service to Bergamo as a service to "Milan (Bergamo)" or
"Milan (Orio Al Serio)", strongly suggesting that it takes the view that Bergamo Airport is
appropriate for passengers heading for Milan. In addition, there exists a bus service between
Bergamo Airport and the city of Milan. Tickets for this bus service are available through the
website of Ryanair.

The Commission's market investigation?’® showed that the competitor operating on the
affected route (Aer Lingus) and the majority of other third parties share the view that the three
airports are substitutable from the customers' point of view for a large majority of point-to-
point passengers. The operators of the three airports also take the view that they all serve the
city of Milan for such passengers.

In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Milan Linate, Milan Malpensa or
Bergamo airports, on the other, belong to the same market.

6.3.4.22 Venice and Treviso airports

The table below summarises the travelling distances and times between airports and the
city centre of Venice.
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denomination
service to city
promoted on

277
278

Source: http://coachtv.ibooking.com via www.ryanair.com

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.
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Vaporetto: 75 min?33

Venice Bus- 20 min2$4 Not served by Ryanair

2609.

270.

271.

272.

273.

274.

bus: 45 min Venice (Tre_wso)
Treviso Bus service

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

On the basis of the 100 km or 1 hour driving time benchmark, Venice and Treviso airports
appear prima facie to be substitutable from the demand side for point-to-point scheduled
passenger air transport services to/from Dublin.

As explained in Section 7.9.3 in respect of the competitive assessment of this route, the Dublin
to Venice route is predominantly a leisure route. It follows that the 100 km or 1 hour driving
time benchmark should be applied in a wider rather than a narrower way.

The airports form part of an 'airport system' pursuant to Annex II to Regulation (EEC) No
2408/92, that is to say that they are grouped together as serving the same city or conurbation.

On its website, Ryanair markets its service to Treviso as a service to "Venice (Treviso)". In
addition, there exists a bus service between Treviso Airport and the city of Venice. The bus
schedule, as apparent from the website of the service provider, is tailor made to the flight
schedule of Ryanair, with direct references to Ryanair flight numbers283,

The Commission's market investigation?8¢ showed that the competitor operating on the
affected route (Aer Lingus) and the majority of other third parties share the view that the two
airports are substitutable from the customers' point of view for a large majority of point-to-
point passengers. The two airports also consider that they are substitutable for such services.

In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Treviso or Venice airports, on the
other, belong to the same market.

279
280

281
282
283
284
285
286

Source: viamichelin.com and rac.com.

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)].

Source: market investigation: responses to Airport Substitutability Questionnaire.
Source: www.ryanair.com.

Source: www.alilaguna.it

Source: www.atvo.it

Source: http://www.atvo.it/orari/pdf airport/Ryanair.pdf

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.
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6.3.4.23 Bologna and Forli airports

The table below summarises the travelling distances and times between airports and the
city centre of Bologna.

Airports
Distance to
centre of
CIty287
Private car®®
transport®®
denomination
on Ryanair
website, Bus
service to city
promoted on

Bologna

bus: 20 min Not served by Ryanair
Bologna

276.

277.

278.

279.

280.

Bologna (Forli)
Bus service

bus: 85 min??!

Forli

Source: Market test (responses to airport substitutability questionnaires)
www.viamichelin.com (data in italics)

On the basis of the 100 km or 1 hour driving time benchmark, Bologna and Forli airports
appear to be substitutable from the demand side for point-to-point scheduled passenger air
transport services to/from Dublin, even though the travelling time from Forli is slightly above
the 1 hour benchmark, as other evidence supports this view.

As explained in Section 7.9.3 in respect of the competitive assessment of this route, the Dublin
to Bologna route is predominantly a leisure route. It follows that the 100 km or 1 hour driving
time benchmark should be applied in a wider rather than a narrower way.

On its website, Ryanair markets its service to Forli as a service to "Bologna (Forli)", strongly
suggesting that it takes the view that Forli Airport is appropriate for passengers heading for
Bologna.

The Commission's market investigation?*2 showed that the competitor operating on the
affected route (Aer Lingus) and the majority of other third parties share the view that the two
airports are substitutable from the customers' point of view for a large majority of point-to-
point passengers.

In the light of the above, the Commission considers that scheduled point-to-point passenger air
transport services between Dublin, on the one hand, and Bologna or Forli airports, on the
other, belong to the same market.

287
288

289
290
2901
292

Source: viamichelin.com and rac.com

Source: market investigation: responses to Airport Substitutability Questionnaire [and rac.com (UK) and
viamichelin.com (rest of EU)]

Source: market investigation: responses to Airport Substitutability Questionnaire
Source: ryanair.com

Source: www.forliairport.com

See replies to the Questionnaire to Competitors sent on 6 November 2006, question 22.
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6.3.4.24 Berlin airports

In its response to the Statement of Objections, Ryanair argues that the Commission has not
considered the substitutability of the three Berlin airports: Schonefeld, Tegel and Tempelhof.
However, this is not necessary as Ryanair and Aer Lingus both fly to Schonefeld and no other
carrier serves Dublin from any of the three Berlin airports (see further Section 7.9.3).

6.4. Airport substitutability from the standpoint of air carriers (supply-side
substitution)

It is important to underline the fact that although passengers may consider flying between, for
example, Dublin and a given city via two or more destination airports serving this city, this
demand side substitutability does not imply that these airports are substitutable from the
standpoint of air carriers who would consider launching an air service between Dublin and the
city in question. This can be explained by supply-side considerations pertaining either to
operational efficiency or to the differentiation in airlines' passenger air transport services. The
investigation of the proposed transaction, in line with previous Commission decisions such as
AF/KLM and Lufthansa/Swiss, has also found that the fact that an airport is substitutable from
the demand side does not imply that it is substitutable from the supply side. The following
summarises the main reasons for this.

Operational efficiency: As explained briefly above2%3, air carriers tend to concentrate their
operations at some airports. Network carriers who operate a hub & spoke model do so
because it is inherent in their model that they will concentrate traffic on their hub with a
view to maximising network connectivity. Point-to-point carriers tend to do so because it
allows them to achieve cost savings?%4. It follows, for example, that a hub carrier may not
be interested in operating from a secondary airport close to its main hub, whilst a low frills
carrier with existing operations at a secondary airport may not be interested in launching
new services from another nearby airport.

Airline service differentiation: As explained above??, the type of airports (primary versus
secondary airports) that air carriers fly to constitutes one of the dimensions according to
which air carriers seek to differentiate their services from those of competitors. For
example, network carriers are in general full service airlines. As such, they would in
principle have a strong preference for flying to primary airports, that is to say, to airports
which are more centrally located and offer a higher quality of service to passengers.
Similarly, one of the ways in which certain low-frills carriers like Aer Lingus differentiate
their offer from other carriers is by flying preferably to primary airports. Conversely, other
low frills operators like Ryanair would not hesitate in lowering the quality of their service
if this resulted in lower costs and prices. Consistent with this policy, such carriers would
show a clear preference for flying to secondary airports.

It is worth noting in this regard that the ability of a new entrant to differentiate its services
from that of incumbents may be a critical factor when it comes to assessing the viability of
entry in a highly competitive market.

293
294
295

See Section 6.1.1 above.
See also below Section 7.3.4.
See Section 6.1.
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The Commission market asked?*® the airports listed in Table 1 and the Civil Aviation
Authorities of Member States whether the factors which passengers use are the same as
those which airlines use when choosing to fly from one or more airports. Consistent with
the replies from competitors?®’ in the first phase of the investigation, the results show
clearly that airport substitutability issues should be looked at differently from the
standpoint of passengers or of air carriers. The responses suggest that the criteria that are
relevant for airlines with a view to choosing to serve one or another airport relate mainly to
the airport infrastructure itself (capacity and congestion, operational infrastructure, airport
opening statistics (hours of opening, airport equipment adapted to local weather
conditions), airport charges and aircraft handling costs) or to the market served by an
airport (size of the city, intensity of competition at the airport, type of traffic (business or
leisure)).

In the light of the foregoing, the Commission concludes that the substitutability between
airports from the standpoint of carriers cannot be presumed from such substitutability from
the standpoint of passengers. Whilst the latter is the most relevant criterion to define the
relevant markets, the first is important in particular within the framework of the
competitive assessment to evaluate the likelihood of air carriers to enter certain routes2?8.

6.5. Joint market for direct flights and indirect flights?

Customers can travel to a given destination either by way of a direct flight between the
point of departure and the point of destination or using an "indirect" flight via an
intermediate destination. Indirect flights take significantly longer than direct flights, since
they require the passenger to change plane. This requires the passenger to get back to the
terminal, to wait for at the terminal, to check in for the second flight and to walk to the
plane and to board the aircraft. Depending on whether the considered airlines offer
connecting services, this may involve long waiting periods of several hours in between the
two flights. Some airlines, in particular smaller ones, offer so-called "stop-over" flights,
which have to be distinguished from indirect flights, since "stop-over" passengers can
remain in the aircraft when it stops at the intermediate destination to pick up more
passengers. However, also for these flights, flight times are longer, since they involve one
stop more (landing, boarding of new passengers and take-off), and since the intermediate
destination is in most cases not directly in between the point of origin and the end-
destination.

As concerns the market definition for indirect flights, the Commission has in previously cases
distinguished between short-haul and, to a lesser extent, medium-haul intra-European flights
and long-haul inter-continental routes?*: For the purpose of the current transaction the two
parties' activities only overlap with regard to intra-European flights. As regards the
substitutability of direct and indirect flights within Europe, the Commission has found in
previous cases that indirect services do not normally provide a constraint to direct services on
short-haul flights3%°, mainly due to the short travelling time as customers are less likely to

296
297
298

299

300

Airport Substitutability Questionnaires of 9 November 2006, 3 January 2007 and 30 January 2007.
See replies to question 22 of the Questionnaire to Competitors of 06.11.2006.

For example, due to its business model or existing hub/base, a particular carrier may be only willing to enter
a specific route if it obtains slots to operate from a primary airport.

See e.g. cases M.3940 - Lufthansa/Eurowings, paragraph 11; M.3770 -Lufthansa/Swiss, paragraph 16;
M.3280 - Air France/KLM, paragraph 20; British Airways/DanAir, paragraph 10;M.2672 — SAS/Spanair.

In exceptional circumstances, customers might consider indirect flights on longer continental routes ("mid-haul”
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consider indirect flights when the additional stop could easily double or triple the flight time.
Indirect flights appear to be even less of a substitute to direct flights in the present case, since
the main operators on the affected routes are point-to-point low frills carriers and not hub
carriers (which commonly feed traffic indirectly through hubs). Ryanair offers no and Aer
Lingus very limited connecting services, which leads to long waiting times in between two
flights and makes indirect flights even more unattractive to customers.

Ryanair follows this approach and submits that indirect flights in the context of short-haul
flights do not exert a competitive constraint over direct short-haul flights, given the limited
duration of the journey3°!. The Commission therefore concludes that for the assessment of the
proposed transaction indirect flights cannot be considered part of the same market as direct
flights on the identified O&D pairs.

Although there are good reasons to also exclude indirect "stop-over" flights from the relevant
market (in particular the longer travel time), the Commission can finally leave this question
open, since there are only a very few "stop-over" flights offered by airlines on the relevant
O&D pairs, hence, the competitive assessment would not materially change under either
definition. In cases where relevant, "stop-over" flights will be discussed in more detail within
the framework of the competitive analysis of individual routes.

6.6. Possible inclusion of other means of transport

The Commission has in its previous practice not only considered air transport services when
defining the relevant O&D markets, but also other transport alternatives to the extent that they
are substitutable to a flight (intermodal competition)?92. This has been considered in cases
where alternative modes of transport on the respective O&D market, can be considered
comparable in terms of price, quality and travel time and can therefore be considered as
substitutes by customers. The Commission's investigation of the proposed transaction has
shown that intermodal competition does not impose any significant constraints on the
scheduled air transport services offered by the parties to the concentration.

In particular, since the notified transaction combines two airlines operating from an island and
since all overlapping O&D pairs in the present case concern routes from/to Ireland, the
Commission’s investigation found that customers have very limited possibilities to substitute a
flight from Ireland by other means of transport, which would all require significantly more
travel time than a flight.

The most pertinent transport alternative to air transport identified in previous cases was travel
in high speed trains, which can come close to a flight in terms of price, quality and travel
time39. Due to the geographic characteristics of the present case, however, this transport

301
302

303

routes, see case M.3940 - Lufthansa/Eurowings, paragraph 11). This might be the case when the direct flight
does not allow for a typical one day return trip. Given that the mid-haul routes in the present case (in particular
Dublin — Tenerife which is the only overlap routes with travelling time significantly above 3 hours and thus
comparable to the flights between Spain and Scandinavia identified as mid-haul in the case M.2672 —
SAS/Spanair, paragraph 14) are primarily non-business destinations, the need for a "same-day" return trip does
not play a significant role in the customers' decision-making process here (see also see also Lufthansa/Swiss,
paragraph 17; M.3280 - Air France/KLM, paragraph 20).

Notification, paragraph 236.

See e.g. cases M.3940 - Lufthansa/Eurowings, paragraphs 11, 51; M.3770 -Lufthansa/Swiss, paragraphs 12,
56; M.3280 - Air France/KLM, paragraphs 9 and 71; see also ECJ, case 66/86 Ahmed Saeed Flugreisen, of
11 April 1989 [1989] ECR 803, at paragraph 40.

See e.g. cases M.3940 - Lufthansa/Eurowings, paragraphs 11, 51; M.3770 - Lufthansa/Swiss, paragraphs 12,
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alternative is not available to customers wanting to fly from/to Ireland. In the absence of a
tunnel between Ireland and the United Kingdom/the continent, the existing train connections
are indirect and require a crossing of the Irish Sea by ferry. Even to the closest destinations, a
journey with train and ferry would take significantly more time (for example, more than 6
hours for Dublin-Manchester304) than a flight. Moreover, the differences in terms of quality of
the offered service between a flight and a combined train/ferry trip which involves a sea
crossing of one or more hours across the Irish Sea appear to be more significant than the
differences between a (high speed) train connection and a flight.

The same applies to the possible transport alternative of combined bus and ferry travel. This
appears evident for most continental routes, which often bridge distances of more than
1000 km, and which would require travelling in buses and ferries for more than 24 hours.
Even on the shorter routes between Dublin and the United Kingdom, the competitive
constraints exercised on airlines by bus companies appear to be too limited to justify the
definition of a joint product market encompassing flights and bus/ferry travel. Although it
cannot be excluded that some customers who are extremely time-insensitive may consider
both alternatives when planning a journey, the Commission has not found evidence that a
significant proportion of the flight passengers on the affected routes would be ready to switch
to the bus and the ferry transfer should flight prices increase3%. Even on the shortest routes,
the travel times by bus and ferry remain manifestly longer than those by flight (for example,
four and a half hours for Dublin-Manchester), and the product itself (involving crossing the
Irish Sea) is hardly comparable to a flight in a large aircraft such as those operated by Aer
Lingus and Ryanair. Neither Ryanair nor Aer Lingus or any other competitor takes into
account ferry or bus prices when setting prices for their products or feels constrained by ferry
routes3%6.

It can thus be concluded that in the present case the limited possibilities of inter-modal
substitution do not exercise any appreciable competitive pressure on the airlines operating on
the affected routes and that these services can therefore be disregarded for the analysis of the
competitive structure of the relevant city pairs.

6.7. Joint market for scheduled flights and charter flights?

Ryanair further suggests including not only so-called "scheduled" airline services (that is to
say, air transport services which operate according to regular, published schedules), but, at
least on certain routes, also so-called "charter" or non-scheduled air transport services in the
relevant product market. Charter air transport services are usually defined as air transport
services that take place outside normal schedules, normally by a hiring arrangement with a
particular customer (for example, a tour operator). Indeed, charters airlines previously did not
sell tickets directly to passengers, but to holiday companies who had chartered the flight.

304
305

306

56; M.3280 - Air France/KLM, paragraphs 9 and 71.
See www.bahn.de.

Although Ryanair mentions in the Notification that it may be "possible" to include ferries and buses "in
certain contexts" in an O&D pair (see paragraph 173and 230/231 of the Notification), the Commission has
not found any evidence in support of such an assumption. It should also be noted that Ryanair submits in the
Notification that indirect flights on short-haul routes should be defined as separate markets because of the
longer flight time of an indirect flight. The same reasons (significant time difference), however, apply to
comparison of flights and bus/ferry or train/ferry trips.

See e.g. interview with CityJet (Air France) of 21.2.2007, folio no. 6170, in which CityJet particularly refers
to the specific "island" situation of Dublin, the "poor ferry connections" and the absence of a train link.
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These companies would offer the flight as (transport) part of a package holiday, in which the
price paid includes flights, accommodation and other services. However, in recent years some
charter airlines have started selling some of their seats directly to the end customer3?’, for
example, via the internet (hereinafter referred to as "dry seat" sales308).

Charter airlines often fly to destinations where no scheduled airline is active and usually
operate on a seasonal basis with a relatively low frequency of flights, in response to the
requirements of tour operators (for example, once a week on Saturday, only during the
summer or only during the ski season). Different types of activities by charter airlines can be
distinguished: Sales of seats to tour operators (6.7.1), sales of "dry-seats" to end customers
(6.7.2) and sales of “package holidays” to end customers (6.7.3).

6.7.1.  Sales of seats to tour operators

Charter airlines sell seats (or entire flights) to holiday companies, who then integrate the flight
into a package holiday??°. In previous decisions, the Commission regarded the supply of
airline seats to tour operators (“wholesale”) as a distinct market from the supply of scheduled
air transport services to end customers3!0. Indeed, from a demand-side perspective, market
conditions on the market for sales of seats to tour operators differ significantly from those on
the market for sales to individuals. The market for sales of seat packages to tour operators is a
market which is upstream to