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Brussels, 29 October 2002

&RPPLVVLRQ� FORVHV� SUREH� LQWR� ./0�1RUWK:HVW� DQG
/XIWKDQVD�6$6�8QLWHG� $LUOLQHV� WUDQVDWODQWLF� DLU
DOOLDQFHV

7KH�(XURSHDQ�&RPPLVVLRQ�KDV�GHFLGHG� WR�FORVH� LWV� LQYHVWLJDWLRQV� LQWR� WKH
DOOLDQFHV� EHWZHHQ� ./0� DQG� 1RUWK:HVW�� RQ� WKH� RQH� KDQG�� DQG� EHWZHHQ
/XIWKDQVD��6$6�DQG�8QLWHG�$LUOLQHV��RQ�WKH�RWKHU�KDQG��,Q�WKH�ODWWHU�FDVH��WKH
DLUOLQHV� VXFFHVVIXOO\� DGGUHVVHG� FRQFHUQV� DERXW� UHGXFHG� FRPSHWLWLRQ� RQ� D
QXPEHU� RI� URXWHV� EHWZHHQ� WKH� *HUPDQ� DLUSRUW� RI� )UDQNIXUW� DQG� 86
GHVWLQDWLRQV�� ,Q� WKH� FDVH� RI� ./0�1RUWK:HVW� QR� UHPHGLHV� ZHUH� KHOG
QHFHVVDU\��³,�DP�KDSS\�WKDW�ZH�ZHUH�DEOH�WR�EULQJ�WKHVH�LQYHVWLJDWLRQV�WR�D
VXFFHVVIXO�HQG��$LUOLQH�DOOLDQFHV�JHQHUDOO\�SUHVHQW�EHQHILWV�IRU�WKH�FRQVXPHU�
EXW� UHJXODWRUV� PXVW� HQVXUH� WKDW� WKH\� GR� QRW� UHVXOW� LQ� WKH� HOLPLQDWLRQ� RI
FRPSHWLWLRQ�RQ�VSHFLILF�URXWHV�DQG�ZH�DFKLHYHG�WKDW´�(XURSHDQ�&RPSHWLWLRQ
&RPPLVVLRQHU��0DULR�0RQWL��VDLG�

In July 1996 the Commission decided to open, on its own initiative, proceedings into
a number of transatlantic alliances in the aviation sector, including the Wings alliance
between KLM and NorthWest and the Star Alliance alliance between Lufthansa (LH),
Scandinavian Airlines System (SAS) and United Airlines (UAL).

It should be noted that unlike for alliances between EU carriers, the Commission
does not have specific enforcement powers to rule on air transport between the
European Union and third countries�. This includes alliances between EU and US
carriers for which the Commission uses Article 85 of the EU Treaty, which allows it
to take steps to have Member States put an end to infringements of EU  competition
law.

The Commission’s investigation of both the Wings and the Star Alliance did not have
a suspension effect on the agreements. It is also in conformity with the earlier
findings of the US Department of Transport in both cases.

7KH�/+�6$6�8$�$OOLDQFH
The Commission in 1998 informed the three partners that it had serious concerns
that the Star alliance would have significantly reduced competition on four
transatlantic routes, on which the partners held combined market shares of between
56% and 95%. The affected city pairs were Frankfurt-Chicago, Frankfurt-
Washington, Frankfurt-Los Angeles and Frankfurt-San Francisco.

The Commission also took the view then that the alliance was unlikely to feel the
competitive pressure of rivals due to significant regulatory and structural market entry
barriers. National governments still impose price controls on indirect services and
landing and take off slots are in shortage at Frankfurt.

                                               
� The scope of Regulation (EEC) No 3975/87, laying down rules for the application of

Article 81 and 82 of the Treaty to the air transport sector, is limited to transport services
between Community airports.
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But after receiving comments from the alliance partners and other interested parties
and after an additional market investigation, the Commission concluded that indirect
flights, under certain conditions, could constitute suitable alternatives to non-stop
services on long haul routes. This reassessment and a close co-operation with the
EU Member States concerned to reduce the market entry barriers has allowed the
Commission to adopt a more positive approach on this alliance.

The Commission’s fears were assuaged when the three Star alliance partners
offered to surrender slots at Frankfurt airport to allow new air services (either direct
or indirect) on the routes concerned. The parties have offered to surrender sufficient
slots to allow two additional daily competing air services on the Frankfurt-Washington
route and one additional daily competing air service on each of the other three
routes. In addition, new entrants using the slots, if they operate a non-stop service,
will be admitted to the parties’ frequent flyer programme and offered interlining
facilities. The text of the commitments is attached to the notice to be published in the
Official Journal  tomorrow(OJ C 264 of 30 October 2002).

Furthermore, the German Government has agreed not to apply anymore restrictive
price control measures vis-à-vis competitive indirect services (so-called sixth
freedom services) on the routes concerned. The text of the declaration is also
attached to the notice.

The Commission considers the proposed commitments and the declaration by the
German Government address possible entry barriers for competitors and remove the
risk that competition would be eliminated.

The Commission also took the view that the alliance brought benefits to consumers
in terms of increased frequencies and reduced fares.

7KH�./0�1:�DOOLDQFH
As concerns the KLM/NW alliance, the Commission was initially concerned by the
parties’ high position on the Amsterdam-Detroit and Amsterdam-Minneapolis/St Paul
routes where they hold 88 % and 78% combined market shares respectively.

But after further reflection it concluded that although the parties have high market
shares on the routes concerned, the alliance will face competition from competitors
providing substitutable indirect services. The Commission also concluded that there
wee no structural barriers to entry in terms of slot constraints or regulatory barriers.
Like the Star alliance, the KLM-Northwest agreement also brings benefits for
consumers in terms of increased frequencies and reduced fares.

%DFNJURXQG
The Commission on 30 July 2002 announced in notices published in the EU’s Official
Journal its intention to take a favourable position on the two alliances and to close
the respective proceedings.� Interested third parties did not raise any substantial new
elements. Therefore, the Commission has decided to close the cases.

In 1998 the Commission communicated to the parties a so-called draft proposal
under Article 85(1) of the Treaty in which it set out its preliminary view that the
alliance infringed Article 81(1) of the Treaty.

When the Commission initiated its proceeding into the LH/SAS/UA and KLM/NW
Alliances in July 1996, it also started a probe into two other transatlantic alliances:
the planned link-up between British Airways and American Airlines and an alliance
between Swissair, Austrian Airlines and Delta.

                                               
� OJ C 181 of 30.07.2002, p 2-8.
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The first one, also referred to as OneWorld, was abandoned (twice) by the parties,
most recently at the beginning of this year, after the US Department of
Transportation requested the divestiture of 224 slots to address the competition
concerns. Consequently the Commission’s case was closed without the need to take
any further action. The alliance between Swissair/AuA and Delta, in which the
Commission opened a proceeding in 1996, does no longer exist in that form.

The Commission is, however, currently investigating the Skyteam Alliance, between
Air France, Alitalia, Delta, CSA, Korean Air and AerMexico, which was officially
launched in July 2000. To that end in March 2002 a notice has been published
Official Journal�, inviting third parties to comment. It is too early to provide a
preliminary assessment but it can be expected that the Commission will apply a
similar approach as in the KLM/NW and LH/SAS/UA transatlantic alliance cases.
Naturally, any new developments on the membership of Skyteam will be taken into
account in the assessment
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