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Shell—Planes DA

The Airline Industry is has stabilized post 2008 decline but profits are razor thin—the industry can’t take another hit
24/7 Wall Street, June 7 [Global Airline Industry Loses Lift Posted: June 7, 2012 at 6:29 am http://247wallst.com/2012/06/07/global-airline-industry-loses-lift/#ixzz1x8xU1Kfv]

The global airline industry is no where close to recovery according to the head of its largest trade association. “Oil prices are high, although moderating somewhat from recent peaks. The European sovereign debt crisis is unresolved and we are seeing signs that it is starting to affect Asia’s export-driven economies. And the largely jobless recovery from the 2008 global financial crisis is proceeding at a glacial

pace. Passenger demand is strong, cargo is weak and the industry’s profitability remains razor thin,” said Tony Tyler, IATA’s Director General and CEO. The IATA is expected to revise downward its 2012 industry outlook for a $3.0 billion profit on $633 billion in revenues for a net margin of 0.5%.

The news means that carrier consolidations are not over. More and more airlines will seek saving in mergers meant to cut duplicate costs. Northwest and Delta (NYSE: DAL) and United (NYSE: UAL) and Continental have already done this in the US. US Airways (NYSE: LCC) has expressed interest in buying the American Airlines assets from its bankrupt parent AMR. That does not leave any room for more mergers in the US. Too much market share rests with too few carriers.
Government subsidized high speed rail would be a disaster for the aviation sector—Spanish routes Prove
Webb, 2009 [Dan, Aviation reporter writing this article for Boaring Area. BoardingArea was developed by the same people who founded some of the most popular business travel and frequent flyer Web sites on the Internet, including milepoint, FlyerTalk, WebFlyer, FlyerGuide, MileageManager and InsideFlyer. For more than 25 years, we have been providing news, information and advice for frequent flyers. Our goal has always been to provide frequent travelers with the information they need to make the most of their travel http://boardingarea.com/blogs/thingsinthesky/2009/04/21/should-airlines-fear-high-speed-rail/]

I was reading Marshall Jackson’s blog this weekend and noticed he had mentioned that President Obama has revealed his initial plans for high speed rail in this country. I asked myself if an expansion could hurt the airlines.

Short answer: absolutely.

One notable example is the Madrid – Barcelona route, which has historically been the world’s busiest. In February last year, a high speed rail line was opened between the two cities. While I don’t have the exact decrease in frequencies, take a look at this part in the notes to Iberia’s February traffic results:

According to the new Strategic Plan, the company reduced capacity in the domestic sector by 21.6%, leading to a load factor of 68.7%, similar to the level reached in February 2008. Average stage length grew by 6.5% in this sector, due to the higher reduction of capacity in flights between Barcelona – Madrid (this route began to be operated by the high speed train on the 20th of February 2008).

Edit: According to this Wall Street Journal article, the high speed trains have ” snatched half the route’s air-passenger traffic.” (Hat tip to my dad for the link.)

Some airlines here in the States could definitely be hurt by a high speed rail expansion. Any further improvement in the Northeast Corridor could negatively affect the Delta and US Airways shuttle operations, and I agree with Marshall that Southwest would get hurt (I think the intra-Texas and intra-California routes especially).

If this is ends up being an expansion of Amtrak, I’m very worried when it comes to competition with the airline industry. The air carriers are motivated by profits and losses (as they should). If a route isn’t performing well, the airline will adjust accordingly by either eliminating the route or trimming capacity, and the opposite happens on successful routes. Meanwhile, a government-funded train system with guaranteed funding can continue operating despite being unprofitable, making true competition difficult.
Strong aerospace key to overall US Hegemony—even a moderate decline in the industry would be disastrous
Thompson 9 (David, President – American Institute of Aeronautics and Astronautics, “The Aerospace Workforce”, Federal News Service, 12-10, Lexis)

Aerospace systems are of considerable importance to U.S. national security, economic prosperity, technological vitality, and global leadership. Aeronautical and space systems protect our citizens, armed forces, and allies abroad. They connect the farthest corners of the world with safe and efficient air transportation and satellite communications, and they monitor the Earth, explore the solar system, and study the wider universe. The U.S. aerospace sector also contributes in major ways to America's economic output and high- technology employment. Aerospace research and development and manufacturing companies generated approximately $240 billion in sales in 2008, or nearly 1.75 percent of our country's gross national product.  They currently employ about 650,000 people throughout our country. U.S. government agencies and departments engaged in aerospace research and operations add another 125,000 employees to the sector's workforce, bringing the total to over 775,000 people. Included in this number are more than 200,000 engineers and scientists -- one of the largest concentrations of technical brainpower on Earth. However, the U.S. aerospace workforce is now facing the most serious demographic challenge in his 100-year history. Simply put, today, many more older, experienced professionals are retiring from or otherwise leaving our industrial and governmental aerospace workforce than early career professionals are entering it.  This imbalance is expected to become even more severe over the next five years as the final members of the Apollo-era generation of engineers and scientists complete 40- or 45-year careers and transition to well-deserved retirements. In fact, around 50 percent of the current aerospace workforce will be eligible for retirement within just the next five years. Meanwhile, the supply of younger aerospace engineers and scientists entering the industry is woefully insufficient to replace the mounting wave of retirements and other departures that we see in the near future. In part, this is the result of broader technical career trends as engineering and science graduates from our country's universities continue a multi-decade decline, even as the demand for their knowledge and skills in aerospace and other industries keeps increasing.  Today, only about 15 percent of U.S. students earn their first college degree in engineering or science, well behind the 40 or 50 percent levels seen in many European and Asian countries. Due to the dual-use nature of aerospace technology and the limited supply of visas available to highly-qualified non-U.S. citizens, our industry's ability to hire the best and brightest graduates from overseas is also severely constrained. As a result, unless effective action is taken to reverse current trends, the U.S. aerospace sector is expected to experience a dramatic decrease in its technical workforce over the next decade.  Your second question concerns the implications of a cutback in human spaceflight programs. AIAA's view on this is as follows. While U.S. human spaceflight programs directly employ somewhat less than 10 percent of our country's aerospace workers, its influence on attracting and motivating tomorrow's aerospace professionals is much greater than its immediate employment contribution. For nearly 50 years the excitement and challenge of human spaceflight have been tremendously important factors in the decisions of generations of young people to prepare for and to pursue careers in the aerospace sector.  This remains true today, as indicated by hundreds of testimonies AIAA members have recorded over the past two years, a few of which I'll show in brief video interviews at the end of my statement. Further evidence of the catalytic role of human space missions is found in a recent study conducted earlier this year by MIT which found that 40 percent of current aerospace engineering undergraduates cited human space programs as the main reason they chose this field of study.  Therefore, I think it can be predicted with high confidence that a major cutback in U.S. human space programs would be substantially detrimental to the future of the aerospace workforce. Such a cutback would put even greater stress on an already weakened strategic sector of our domestic high-technology workforce. Your final question centers on other issues that should be considered as decisions are made on the funding and direction for NASA, particularly in the human spaceflight area. In conclusion, AIAA offers the following suggestions in this regard.  Beyond the previously noted critical influence on the future supply of aerospace professionals, administration and congressional leaders should also consider the collateral damage to the space industrial base if human space programs were substantially curtailed. Due to low annual production rates and highly-specialized product requirements, the domestic supply chain for space systems is relatively fragile. Many second- and third-tier suppliers in particular operate at marginal volumes today, so even a small reduction in their business could force some critical suppliers to exit this sector.  Human space programs represent around 20 percent of the $47 billion in total U.S. space and missile systems sales from 2008. Accordingly, a major cutback in human space spending could have large and highly adverse ripple effects throughout commercial, defense, and scientific space programs as well, potentially triggering a series of disruptive changes in the common industrial supply base that our entire space sector relies on.

Hegemony solves nuke war and extinction

Barnett 11 (Thomas P.M, Former Senior Strategic Researcher and Professor in the Warfare Analysis & Research Department, Center for Naval Warfare Studies, U.S. Naval War College American military geostrategist and Chief Analyst at Wikistrat., worked as the Assistant for Strategic Futures in the Office of Force Transformation in the Department of Defense, “The New Rules: Leadership Fatigue Puts U.S., and Globalization, at Crossroads,” March 7 http://www.worldpoliticsreview.com/articles/8099/the-new-rules-leadership-fatigue-puts-u-s-and-globalization-at-crossroads
It is worth first examining the larger picture: We live in a time of arguably the greatest structural change in the global order yet endured, with this historical moment's most amazing feature being its relative and absolute lack of mass violence. That is something to consider when Americans contemplate military intervention in Libya, because if we do take the step to prevent larger-scale killing by engaging in some killing of our own, we will not be adding to some fantastically imagined global death count stemming from the ongoing "megalomania" and "evil" of American "empire." We'll be engaging in the same sort of system-administering activity that has marked our stunningly successful stewardship of global order since World War II. Let me be more blunt: As the guardian of globalization, the U.S. military has been the greatest force for peace the world has ever known. Had America been removed from the global dynamics that governed the 20th century, the mass murder never would have ended. Indeed, it's entirely conceivable there would now be no identifiable human civilization left, once nuclear weapons entered the killing equation. But the world did not keep sliding down that path of perpetual war. Instead, America stepped up and changed everything by ushering in our now-perpetual great-power peace. We introduced the international liberal trade order known as globalization and played loyal Leviathan over its spread. What resulted was the collapse of empires, an explosion of democracy, the persistent spread of human rights, the liberation of women, the doubling of life expectancy, a roughly 10-fold increase in adjusted global GDP and a profound and persistent reduction in battle deaths from state-based conflicts. That is what American "hubris" actually delivered. Please remember that the next time some TV pundit sells you the image of "unbridled" American military power as the cause of global disorder instead of its cure. With self-deprecation bordering on self-loathing, we now imagine a post-American world that is anything but. Just watch who scatters and who steps up as the Facebook revolutions erupt across the Arab world. While we might imagine ourselves the status quo power, we remain the world's most vigorously revisionist force. As for the sheer "evil" that is our military-industrial complex, again, let's examine what the world looked like before that establishment reared its ugly head. The last great period of global structural change was the first half of the 20th century, a period that saw a death toll of about 100 million across two world wars. That comes to an average of 2 million deaths a year in a world of approximately 2 billion souls. Today, with far more comprehensive worldwide reporting, researchers report an average of less than 100,000 battle deaths annually in a world fast approaching 7 billion people. Though admittedly crude, these calculations suggest a 90 percent absolute drop and a 99 percent relative drop in deaths due to war. We are clearly headed for a world order characterized by multipolarity, something the American-birthed system was designed to both encourage and accommodate. But given how things turned out the last time we collectively faced such a fluid structure, we would do well to keep U.S. power, in all of its forms, deeply embedded in the geometry to come. To continue the historical survey, after salvaging Western Europe from its half-century of civil war, the U.S. emerged as the progenitor of a new, far more just form of globalization -- one based on actual free trade rather than colonialism. America then successfully replicated globalization further in East Asia over the second half of the 20th century, setting the stage for the Pacific Century now unfolding.

Uniqueness

Brink—Weakened Now

High fuel prices and less baggage money have put airlines on the brink—they’re still profitable but don’t have a lot if wiggle room

Wall Street Journal, May 17 [“BTS: US Airlines 4Q Operating Profit Slumped 30% Despite Higher Revenue http://online.wsj.com/article/BT-CO-20120517-710827.html]
The Bureau of Transportation Statistics said U.S. airlines recorded a 30% year-over-year drop in operating profit in the fourth quarter, underscoring the ongoing challenge of high costs to fuel planes. 

The BTS, a unit of the U.S. Department of Transportation, said the airline industry's operating profit slumped to $1.15 billion in the fourth quarter, down from $1.64 billion a year earlier. 

Operating revenue, meanwhile, rose 6% to $46.65 billion. Many airlines have reported deteriorating profitability in recent quarters as climbing fuel costs chip into revenue gains. 

As part of their fourth-quarter revenue, airlines collected $792 million in baggage fees, down from $828.8 million a year earlier. 

Fees to change flight reservations totaled $567.1 million from October to December 2011, up slightly from $559.5 million in the same period a year earlier. 
Airlines OK—Oil/Travel
Slight drops in fuel prices and increased international travel mean domestic air is doing OK now 
WSJ MarketWatch, May 28 [US Airways and JetBlue Airways Look to Benefit From Dropping Fuel Costshttp://www.marketwatch.com/story/us-airways-and-jetblue-airways-look-to-benefit-from-dropping-fuel-costs-2012-05-28]
Airline stocks posted some impressive gains recently. The Bloomberg U.S. Airlines Index (BUSAIRL) of 10 carriers on Thursday jumped as high 6 percent, the largest gain since Jan. 25. During the first quarter, historically the slowest of the year, collectively the top seven U.S. airlines have posted an operating profit of $247 million compared with a moderate loss a year ago according to data collected by the Deutsche Bank. Five Star Equities examines the outlook for companies in the Airlines Industry and provides equity research on US Airways Group, Inc. LCC -4.16% and JetBlue Airways Corporation JBLU -0.97% . 
The high price of fuel has always been one of the biggest costs for airline companies. The commodities market has provided a timely windfall for the industry as they are just about to enter their peak summer travel season. Jamie Baker, JPMorgan Chase airline analyst, has recently stated that since February fuel costs have dropped by $0.40 per gallon, amounting to a $5.5 billion savings for the industry. Airlines for America's predict a record number of passengers to fly internationally this summer. Total passengers on international flights are forecasted to total 26.8 million, beating last summer's record of 26.3 million according to the group. 

Airlines OK--Oil
Oil prices are dropping—airlines now have a slightly higher margin for profitability

Forbes, June 6 [Airline Stocks Flying High After Big Correction In Oil Prices, http://www.forbes.com/sites/afontevecchia/2012/06/06/airline-stocks-flying-high-after-big-correction-in-oil-prices/]

Oil prices have suffered a substantial correction over the last couple of months, with US benchmark WTI even falling more than 20% in May.  With crude trading in the mid-eighties, falling prices should bring some relief to consumers, particularly at the pump, but they also provide an investing opportunity: airlines, which last year consumed 36% of their revenues in jet fuel.

It’s been a wild ride for crude traders in 2011, with benchmark WTI oil futures topping $110 per barrel in February, and now tumbling all the way to $85.43, as of Wednesday’s close.  While prices remain relatively high, in part due to underlying geopolitical concerns according to OPEC, the substantial drop should prove bullish for the economy and certain stocks.

In particular, airline stocks.  A report by S&P Capital IQ released on Wednesday suggests shares in airlines will continue to benefit as fuel prices retreat.  In 2011, the U.S. airline industry consumed 16.4 billion gallons of jet fuel, costing them approximately $47 billion.  Indeed, this is 36% of the industry’s 2011 revenues, “leaving little room for profitability,” S&P’s Jim Corridore argued.

But, as the tide has turned, so has the outlook for airlines.  Oil prices could fall even further, as I explained in a piece on the crude oil market, with WTI possibly hitting $75 by the end of the month.  The sustained decline would be good for the industry “so long as the drop is not due to such a severe economic downturn that passengers stop flying.”

Airlines Ok—Banner Year
Airlines are doing great now—this could be a banner year
VPR News, June 6 [“ Transcript Good Times For Airlines, So Where Are The Deals?” http://www.vpr.net/npr/154441184/]
The rest of the economy may not be doing great, but airlines are expecting a banner year. Profitability is up and fuel prices are declining, but that's not necessarily great news for consumers.

When Robert Herbst, a former pilot and industry consultant for many years, says the skies are blue, it sounds pretty convincing. And from Herbst's projections, this may be a historic year for the airline industry.

Airlines are better at playing the supply-and-demand game to their advantage by consolidating and becoming more efficient, Herbst said. Flights are down in the past decade, which helps fill empty seats and raise ticket prices.

"Having the airlines profitable, I think, is much better for the consumer in the long run than it is to have these constant stream of airlines going in and out of business," he said.

Airlines run on tight profit margins of about 3 percent. Herbst said higher margins may mean companies will start investing in customer service again.
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L—2NC Must Read

High Speed rail wrecks airline industries—examples from around the world prove

Fu, Zhang, and Lei, 2011 [ Xiaowen Fu a,*, Anming Zhang b, Zheng Lei ,  a Faculty of Business, Hong Kong Polytechnic University, Hong Kong, China b Sauder School of Business, University of British Columbia, Canada c Department of Air Transport, Cranfield University, UK, “Will China’s airline industry survive the entry of high-speed rail?”, Research in Transportation Economics 35 (2012) 13e25]
3. Competitive effect of HSR on airlines
 Sharp competition between HSR and airlines has been witnessed in markets around the world, particularly in short to medium routes linking metropolitan cities. HSR was introduced to Spain in 1992 with the opening of the 472 km MadrideSevilla line. The rail share of the whole air þ rail market increased from 21% in 1991 to 82% in 1993. In the LondoneParis route, EuroStar has, since introduced in 1994, captured about 80% of the point-to-point traffic (Steer Davies Gleave, 2006). The Taiwan High Speed Rail (THSR) started operation in January 2007, linking Taipei and Kaohsiung along the west coast with a total distance of 335.5 km. In less than three years, THSR has eliminated intra-Taiwan air travel services. In South Korea, the opening of HSR between Seoul and Busan in 2004 has significantly reduced air traffic between the two cities. The International Transport Forum (2009) reported that domestic air traffic in France declined by 7% between 2000 and 2007, which was mostly attributable to the increased availability of HSR connections.
L--China/Europe Prove
Link—High speed rail trades off directly with air routes and outcompetes due to access to city centers—China and Europe prove.
The National, 2010 [Daniel Bardsley, Foreign Correspondent, March 20th http://www.thenational.ae/business/full-throttle-on-high-speed-rail]
While high-speed trains may be popular with passengers, they can cause turbulence to the airline industry. The rolling stock may not be as fast as an aircraft, but as the trains run directly into city centres they can be more attractive than flying, even for business travellers. No wonder then that airlines have cut prices to stay competitive. China Southern Airlines used to charge a reported 700 yuan to fly between Guangzhou and Changsha, which lies on the line to Wuhan. This month, passengers could buy tickets online from the carrier for as little as 170 yuan.

In Europe, airlines have dropped some routes between major cities altogether as a result of competition from high-speed railways. Mr Sangiambut believes China's airlines will be put further on the back foot by new train routes. Flights of less than two hours, he says, would be "very much impacted" if high-speed trains start operating the same route. "They will come under pressure when these high-speed networks become more fully operational," he says. "I don't think they will be closed entirely, but frequency could be reduced."

The price of a Beijing-Shanghai high-speed train ticket has not been announced yet, but Mr Sangiambut says the ministry of railways will ensure it is "rather competitive" with flying. As a result, he thinks the Beijing-to-Shanghai air route will suffer when the high-speed rail line opens and cuts the rail trip from 10 hours to four hours. "There will be some impact for sure," he says. 
L-- Industry Growth
Competition with rails crushes airline industry growth—similar policies dropped industry growth by 295% in china.
Wall Street Journal, 2011 [China’s airline-industry growth set to slow

Caixin Online Competition with high-speed rail a factor, says regulatorhttp://articles.marketwatch.com/2011-12-28/industries/30750280_1_high-speed-rail-airline-industry-global-air-market ]
BEIJING (Caixin Online) — China’s airline industry is expected to see tepid profits in 2012, as passengers increasingly switch to high-speed rail service.

According to the Civil Aviation Administration of China, profits for the airlines industry are expected to rise by 5.1% percent to 45.6 billion yuan ($7.2 billion) this year.

But the pace of growth has paled against the 300% surge in 2010, said Li Hun, vice director of the Civil Aviation Administration of China, at an industry conference on Monday.

In addition to rivalry from an increased number of domestic high-speed rail links put into operation, business prospects for China’s airline industry are dimming on a slackened global air market, rising oil prices and the weak capabilities of air companies to cope with rising challenges, said Li. 

Chinese airlines have already postponed imports of 60 airplanes in 2011, with the full-year addition of new planes at no more than 150, said Li.
L--Convenience
High Speed Rail will out-compete airlines:  it’s similar in time and greater in convenience

Kantor, 2009 [ County Bank Professor of Economics University of California, Merced The Economic Impact of the California High-Speed Rail in the Sacramento/Central Valley Area prepared by: Shawn Kantor, Ph.D.]
The most direct benefit of the HSR would be that it would provide the opportunity for long-, intermediate- and relatively short-distance trips, serving a wide range of travelers, whether for business, daily commuting, or leisure. The high-speed train would be a strong viable transportation alternative for relatively longer distance travel as door-to-door travel times would be comparable to air travel and less than one-half as long as an automobile trip. Moreover, for some voyages between cities that are presently un-served or under-served by air transportation, HSR travel times and convenience will make that mode of transportation significantly more attractive than air or automobile travel. The objective research shows that high-speed train travel provides a relatively safe, reliable, efficient, and cost-effective means of transportation.
HSR trades off with air—more convenient because of security lines and boarding waits
Fu, Zhang, and Lei, 2011 [ Xiaowen Fu a,*, Anming Zhang b, Zheng Lei ,  a Faculty of Business, Hong Kong Polytechnic University, Hong Kong, China b Sauder School of Business, University of British Columbia, Canada c Department of Air Transport, Cranfield University, UK, “Will China’s airline industry survive the entry of high-speed rail?”, Research in Transportation Economics 35 (2012) 13e25]
HSRs have advantage in “generalized traveling time” in short and medium-distance routes. Although it takes less time to fly over the same station-to-station distance, air passengers may spend more time in traveling because they need to arrive at the airports much earlier for boarding and security check. In addition, railway stations are normally closer to downtowns and have better land transportation networks compared to airports. Goldman Sachs (2010a) reviewed 20 major HSR routes in the world and found HSR travelers spend 92% of the journey time on train, vs. 62% for air travelers on planes. The optimal operation distance for high-speed railways is within 3e4 h, with its time advantage disappearing for travel requiring more than 4 h.World Bank (2010) reported that the average distance traveled by passengers on the Chinese railway system has increased from 275 km in 1990 to 534 km in 2008. This probably translates to an average en-route time of 3e4 h given the low HSR penetration rate during this period. The maximum running speed of newest CRH service reached 380 km/h in 2010 which translates to about 300 km/h average speed depending on the number of stops along the line.11 However, in early 2011 it was decided by the Ministry of Railways that the maximum speed will be reduced to 300 km/h. A rough estimation suggests that CRH may be competitive for city pairs up to 1200 km apart (300 km/h 
 4h or 250 km/h 
 4 h 50 min) considering the relatively low per capita income and thus low value of time in China. Table 3 reports the Chinese domestic air travel distribution by distance in various years since 2001. Although domestic traffic volume has increased dramatically since then, the distribution by route distance has remained stable in terms of available seats or frequency. Overall, routes below 1200 km account for over 60% of total domestic air capacity. Since air traffic in China is concentrated in links to majorcities which will have HSR service, a significant proportion of those markets will face HSR competition in the future.
L—Subsidized Infrastructure
Subsidized and permanent infrastructure means rail will out compete—they have an incentive to price airlines out
Fu, Zhang, and Lei, 2011 [ Xiaowen Fu a,*, Anming Zhang b, Zheng Lei ,  a Faculty of Business, Hong Kong Polytechnic University, Hong Kong, China b Sauder School of Business, University of British Columbia, Canada c Department of Air Transport, Cranfield University, UK, “Will China’s airline industry survive the entry of high-speed rail?”, Research in Transportation Economics 35 (2012) 13e25]
It should be noted that there is little room for airlines to lower prices further, as current fares are already close to cost. The Cost per Available Seat Kilometer (CASK) of China Southern in the first half of 2010 is about 0.48 RMB, whereas the flight operation cost excluding depreciation, maintenance, airport and ATC costs per CASK is 0.26 RMB. Even with a load factor of 85%, for service over a distance of 1000 km this translates to a total cost of 565 RMB or marginal/operational cost of 306 RMB.15 However the HSR is barely a winner. Based on the estimation in the previous section, the operational cost, interests cost and depreciation per seat amounted to 200 RMB, 260 RMB and 300 RMB respectively. The current fare of 490 RMB only covers variable costs and a proportion of fixed costs. However, once the HSR infrastructure has already been invested, market outcome will be determined largely by marginal costs. Besides, while it is relatively easy for airlines to re-deploy their fleets, rail operator faces great exit barrier and thus would continue to compete aggressively so long as price is larger than marginal cost. With current cost structure, airlines can barely compete on this route for point-to-point travelers.

L--China Proves

China proves—airlines cannot compete with HSR, even with at-cost pricing

Fu, Zhang, and Lei, 2011 [ Xiaowen Fu a,*, Anming Zhang b, Zheng Lei ,  a Faculty of Business, Hong Kong Polytechnic University, Hong Kong, China b Sauder School of Business, University of British Columbia, Canada c Department of Air Transport, Cranfield University, UK, “Will China’s airline industry survive the entry of high-speed rail?”, Research in Transportation Economics 35 (2012) 13e25]
In summary, Chinese airlines have been unable to compete with CRH on the short-/medium-haul routes even with cost-based pricing. This poses a serious challenge to Chinese airlines as their costs have been increasing. During 2005e2010 Chinese RMB appreciated by more than 20% against the US dollar, which significantly reduced Chinese carriers’ cost leadership in the international market as evidenced in Table 4. Such a currency appreciation has been a blessing overall, since Chinese airlines derive most of their revenue from domestic markets while finance majority of their fleets purchase with debt in US dollars. Goldman Sachs (2010a) estimated that for the “big three” carriers, namely Air China, China Eastern and China Southern, their RMB based sales account for 70e80% of their revenues, while non-RMB based debt account for 70e87% of their total debts. However, if Chinese airlines have to rely more on international business due to increased competition in domestic market, appreciation of RMB will work against them.
L--rail out-competes

Rail out competes—multiple warrants
Jorritsma, 2009[Peter, writer for Aerlines, a dutch aviation magazine,  http://www.aerlines.nl/issue_43/43_Jorritsma_AiRail_Substitution.pdf, issue 43]
Introduction Competition between high-speed trains (HST) and airplanes is becoming a hot issue again nowadays. High fuel prices and the introduction of a so-called ecological surcharge in the Netherlands on airplane tickets have put pressure on airline companies, and have created new opportunities for high-speed rail transport. Eurostar recently announced it experienced a 20 per cent growth in passengers over the last six months, compared to the same period in 2007. This has been due to improved travel times between Brussels and London and between Paris and London. Eurostar did not mention whether passengers substituted from the airplane or car, nor is it clear if the growth can be attributed to a generation effect (i.e. new journeys).

Airline companies have also taken a slice of the pie of high speed transport. KLM /Air France participate together with Dutch Railways in the High Speed Alliance (HSA) which operates the Thalys trains on the Amsterdam-Paris route. Passengers will be transferred from the airplane to the trains at the airline hub with their ticket booked by the airline company.

Factors Influencing Substitution Many factors influence the market shares between the airplane and high-speed trains. According to the literature, travel time is the most important one. Barron (2007) reports market shares ranging from 10 percent to 97 percent for HST compared to the airplane. The HST has a clear advantage over the airplane on city pairs with travel times between two and three hours. The train can achieve market shares of between 50 and 90 percent. Good examples are city pairs such as Paris-Lyon, Madrid-Seville and Rome-Bologna. The Thalys high-speed train on the Amsterdam-Paris (4 hours) route, which is not yet in full operation, already has a market share of approximately 45 percent compared to the airplane. Other factors that contribute to the relative position of rail to air are ticket prices, frequency of the service, the integration of networks, airline alliances, accessibility of railway stations and airport terminals, reliability and punctuality of the services and government policy.
In general, the ticket price for high-speed rail travel is lower than for air travel, and this difference is reflected in the market share, which is in favor of the HST. However, the rise of low cost air carriers has put pressure on overall ticket prices in the air market. On certain city pairs (i.e. LondonEdinburgh), low-cost carriers even offer tickets below the price of a train ticket. Unfortunately, hardly any research is available about the impact of low-cost carriers on the substitution rate. Eisenkopf (2006) estimates a substitution rate from rail to air ranging from 5 per cent (Cologne- Hamburg) to 13 per cent (Cologne-Munich).

Travel time and travel costs to and from the airport terminal to the city center or downtown area determine the accessibility of the airport. On the route Madrid-Barcelona, the average travel time and travel costs from the city to the airport are relatively low. That is one of the reasons for the high market share of the airplane on that route. On the other hand, the highspeed train has a significant market share on the Paris-London route, despite its high ticket price. Poor accessibility of both airports by train and road is probably a factor that has a certain influence (Steer Davies Gleave, 2006).

The operators of high-speed rail services find reliability and punctuality important factors that contribute to higher market shares. For example, the punctuality of the Eurostar (the share of trains with, at the most, a 15 minutes deviation from the timetable) has increased from 79 per cent since it started operations to 89 per cent today. Eurostar claims that punctuality is as important as improving travel time. Improved punctuality makes it also attractive for business travelers to plan their return journey over longer distances on the same day.

L—more than 50%

High speed rail leads to a more than 50% reduction in air fare—china and these charts prove:

Minyanville news, 2011 [Justin Rohrlich is the Emmy Award-winning Head Writer of Minyanville's World In Review, the world's first (and only) animated business news show. http://www.minyanville.com/dailyfeed/2011/07/08/heres-what-high-speed-rail/ “Here’s What High Speed Rail does for Airfare”]

Via James Fallows of The Atlantic (via the Centre for Asia Pacific Aviation) comes a fascinating chart, showing "airfares on the highly lucrative Beijing-Shanghai route, before and after the arrival of the Beijing-Shanghai high-speed train."

Writes Fallows:

See if you can guess when the high-speed rail service began:


explains INCLUDEPICTURE "http://image.minyanville.com/assets/FCK_Jan2011/Image/justin/airfare%20rail.JPG" \* MERGEFORMATINET 



Return fares on Shanghai Hongqiao-Beijing sector (economy class, most convenient route)

CAPA  a bit more of the how and why:

The Beijing-Shanghai high-speed railway commenced operations on 30-Jun-2011 and the impact on economy airfares and hence yields on the route have been immediate and significant, with a slump in economy fares of 52% coinciding with the rail launch.


Naturally, the Chinese carriers deny the new rail lines have anything to do with the precipitous drop in fares:

Ahead of the launch of the high-speed rail network, China Eastern Airlines and several other Chinese carriers denied reports that their recent fare discounts on the Beijing-Shanghai sector are in response to the opening of the Beijing-Shanghai high-speed rail link. According to Qunar, a Chinese travel search engine, fares on the lucrative Beijing-Shanghai sector are down by an average of 40% to 50% with the lowest fare at a 65% discount at CNY400 (USD62), which is lower than the cheapest ticket for the high-speed rail of CNY410. Ctrip similarly stated that airlines have slashed some ticket prices by up to 65% to below the cost of the cheapest rail pass.

An analysis of ITA fare data reveals that fare reductions on the sector coincided with the launch of the network, with economy fares slumping 52%. This fare reduction is in marked contrast to what occurred prior to the line launch, with fares on the sector increasing over the eight-month period prior to its launch. Economy fares in this period were in the USD360 to USD408 range, increasing over this period, but have slumped to between USD268 and USD339 for the Jul/Aug-2011 period, according to ITA data.

L--Limited good, general bad
Limited rail routes between major metropolitan areas produce efficiency—otherwise they do not.  If the plan produces national rail it’s a bad tradeoff
Transport Research Center, 2009 [ “Competitive Interaction between Airports, Airlines and High-Speed Rail”, OECD Report, http://www.internationaltransportforum.org/jtrc/discussionpapers/DP200907.pdf]

Low-cost carriers might respond to the emergence of a high-speed rail alternative by increasing the frequency of service. A similar improvement on the rail side would be very expensive given the cost of trains, and this would reduce rail’s market share and profitability. In addition, low-cost carriers can provide services between regions instead of cities (so avoiding the need to acquire expensive slots at centrally located airports). This is effectively what happened after the high-speed rail service between Paris and London opened. The potential strategic responses from low-cost carriers reinforce the view that high-speed rail may be justified where densely populated origin-destination pairs exist, but is not a general model for interurban and interregional transport.
Impacts
Aerospace k2 Heg

Strong aerospace is critical to overall US military power – sustains heg

National Aerospace Week 10 (September 18, “Aerospace and Defense: The Strength to Lift America,” http://www.nationalaerospaceweek.org/wp-content/uploads/2010/04/whitepaper.pdf) National Aerospace Week

 The beginning of a new decade presents the defense industry with challenges that aren’t new, but are becoming more urgent. Developing a national strategy to ensure a robust industrial base and modernizing our military hardware must become frontburner priorities. The health of the industrial base is at the heart of our ability to supply our nation with the weapons systems it requires. As we wrote in our landmark study on the industrial base in 2009: “Military technologies used to be much more closely related to civilian technologies. They even used common production processes. But because DOD is today the sole customer for industry’s most advanced capabilities, the defense industrial base is increasingly specialized and separate from the general manufacturing and technology sectors. That means even a healthy general economy will not necessarily help underwrite the industrial capabilities DOD most needs.” A huge step forward was made this year when the industrial base was included in the Quadrennial Defense Review as a factor to be considered in its long-term planning. We’re optimistic that the next step — inclusion of industrial base considerations in program plans and policy — will be executed as directed by the QDR — ensuring that it becomes incorporated into long-range defense plans. However, we remain concerned about the fragility of the supplier base. With another round of acquisitions and consolidations imminent along with a projected decline in defense spending, the supplier base remains particularly vulnerable. These small businesses are critical to the primes and to the government. They face multiple challenges overcoming barriers to federal contracting and once they leave the contracting base, they and their unique skills cannot be recovered. 2010 Aerospace Industries Association of America, Inc. 4 Along with our concern about the industrial base is the long-term issue of modernizing our military hardware. The 1980s defense build-up is now 25 years old, and systems acquired then are in need of replacement. The decade of 2010-19 is the crucial time to reset, recapitalize and modernize our military forces. Not only are many of our systems reaching the end of their designed lives, but America’s military forces are using their equipment at many times the programmed rates in the harsh conditions of combat, wearing out equipment prematurely. Delaying modernization will make it even harder to identify and effectively address global threats in the future. The requirements identified in the QDR — for the United States to overmatch potential adversaries and to execute long-duration campaigns in coming years against increasingly capable potential opponents — will require complex and expensive aerospace capabilities. This is a concern that the Defense Department recognizes. Under Secretary of Defense Ashton Carter has said that the department is looking to develop a “family of systems” for future strike options that will be supported by the “family of industry.” 9 This is welcome news. However, defense modernization is not optional. While the fiscal 2011 budget request is a reasonable target that takes into account funding needed to fight two wars, the pressure on the procurement and research and development budget is sure to increase in the future. At the same time, America must adapt its defenses to new kinds of threats. A large-scale attack on information networks could pose a serious economic threat, impeding or preventing commerce conducted electronically. This would affect not only ATM transactions, but commercial and governmental fund transfers and the just-in-time orders on which the manufacturing sector depends. It could even pose threats to American lives, interrupting the transfer of medical data, disrupting power grids, even disabling emergency communications links. In partnership with the government, our industry is on the forefront of securing these networks and combating cyber attack. The American people also demand better security for the U.S. homeland, from gaining control of our borders to more effective law enforcement and disaster response. The aerospace industry provides the tools that help different forces and jurisdictions communicate with each other; monitor critical facilities and unpatrolled borders, and give advance warning of natural disasters, among other capabilities. In many cases, government is the only market for these technologies. Therefore, sound government policy is essential not only to maintain current capabilities, but to ensure that a technology and manufacturing base exists to develop new ones.
Airpower sustains US leadership and makes power projection credible
Richard Hazdra 01, Mayor- USAF, Air Mobility: The Key to United States National Security Strategy, Fairchild paper, August) http://aupress.au.af.mil/fairchild_papers/hazdra/hazdra.pdf  

In shaping the international environment, the United States must possess a credible military force where military activities include overseas presence and peacetime engagement and the will to use military force.2 According to the NDP, overseas presence is the key to a stable international environment.3 Peacetime engagement includes rotational deployments that help sustain regional stability by deterring aggression and exercises with foreign nations that solidify relations with those nations.4 Deployments and exercises both require air mobility in the form of both airlift and air refueling in order to transport the necessary troops and equipment. Peacetime engagement also includes other programs such as the Nunn–Lugar Cooperative Threat Reduction Program where the United States assists members of the Commonwealth of Independent States in dismantling and storing WMD.5 Here, air mobility is the lead component by transporting nuclear weapons to the United States from compliant nations. Airlift also plays a crucial role in responding to threats and crises by enhancing our war-fighting capability.6 The United States may move some forces nearer to a theater in crisis and rapidly deploy other forces into that theater. Depending on the crisis, forces from the Army, Navy, Air Force, Marines, or any combination of military personnel and equipment could comprise the force structure required. Consequently, the United States must airlift these forces along with the needed logistics support. In addition, the focused logistics concept of Joint Vision 2010 requires the transportation of supplies and materials to support these forces within hours or days rather than weeks, a mission solely suited to air mobility. In responding to crises, forces may deploy in support of smaller-scale contingencies which include humanitarian assistance, peace operations, enforcing NFZs, evacuating US citizens, reinforcing key allies, limited strikes, and interventions. 7 Today, US forces find themselves globally engaged in responding to these contingencies more frequently and maintain longer-term commitments to support these contingencies. In these situations, many deployments occur in the absence of forward basing.8 The loss of forward basing has reduced AMC’s worldwide infrastructure from 39 locations in 1992 to 12 in 1999.9 Thus, the United States must again use air mobility to deploy forces overseas in a minimum amount of time for an operation to be successful.
Air Power can sustain hegemony – it outweighs sea power and land power
Douglas 02, Department of Political Science at Columbia University [Francis "Scott" Colin, ISA Annual Convention in New Orleans, http://www.isanet.org/noarchive/douglas.html]


Logically air power should hold pride of place within both the political science and policy-oriented study of coercion.  Since aircraft can strike a wider array of targets than land or sea-bound forces, Robert Pape argues the study of air power can cut to the core of the larger coercion debate because it "most cogently reveals the relative effectiveness of different coercive strategies." (Pape Bombing to Win 39)  As Pape goes on to argue, Unlike land power, [air power] can reach deep into the enemy's homeland from the outset of a conflict, and it promises to achieve its effects at sharply lower cost in lives than land power.  Unlike sea power, bombing can focus on specific categories of targets, attacking either political, economic, population, or military targets in isolation or combination.  Given adequate intelligence, air power can also attack selective target sets within these categories, which can be helpful if, for example, there are bottlenecks in key industries.(Bombing to Win 45) Therefore, analyzing the success or failure of air campaigns provides more than policy-relevant answers to a narrow military question; it provides a rigorous test of different coercive theories which have been operationalized for real-world application. Air campaigns also warrant close study because they are becoming the military tool-of-choice for statecraft, particularly for the United States.  As Eliot Cohen notes, "air power is an unusually seductive form of military strength, in part because, like modern courtship, it appears to offer gratification without commitment." (Cohen Mystique of US Air Power 109)  Raising the stakes even further, Cohen recently argued that air power as seen in its recent incarnation over Kosovo begins to reveal the strengths and limitations of the emerging "New American Way of War." (Cohen Kosovo and the New American Way of War in Bacevich & Cohen)

2NC Econ !—biggest issue
The Aerospace industry provides the SINGLE LARGEST NET GAIN for our economy—we cant jeopardize it
Slazer, 2012 [Frank, Vice President for Space Systems at the Aerospace Industries Association, June 7, Congressional Testimony, http://insurancenewsnet.com/article.aspx?id=345260]
The Aerospace Industries Association (AIA) represents over 350 aerospace manufacturing companies and their highly-skilled employees. These companies make the spacecraft, launch vehicles, sensors, and ground support systems employed by NASA, NOAA, the Department of Defense, the National Reconnaissance Office (NRO), other civil, military and intelligence space organizations throughout the globe, and many of the commercial communication satellites. This industry sustains nearly 3.5 million jobs, including much of the high-technology work that keeps this nation on the cutting edge of science and innovation. The US aerospace manufacturing industry remains the single largest contributor to the nation's balance of trade, exporting $89.6 billion and importing $47.5 billion in relevant products, for a net surplus of $42. n1 billion.

XT—K2 Economy

Aerospace remains a huge part of the economy and are pillars of our national security and competitiveness

AIAA 09 [Aerospace Industries Association of America, “Aerospace and Defense: The Strength to Lift America”, http://www.aia-aerospace.org/assets/wp_strength_aug09.pdf /Ghosh]

As the U.S. economy moves through uncertain times, America’s aerospace industry remains a powerful, reliable engine of employment, innovation, and export income. Aerospace contributed $95.1billion in export sales to America’s economy last year.1 Conservatively, U.S. aerospace sales alone account for 3-5 percent of our country’s gross domestic product, and every aerospace dollar yields an extra $1.50 to $3 in further economic activity.2 Aerospace products and services are pillars of our nation’s security and competitiveness. In these challenging times, the aerospace industry is solidly and reliably contributing strongly to the national economy and the lives of millions of Americans. We strongly believe that keeping this economic workhorse on track is in America’s best interest, To accomplish this, our government must develop policies that strengthen the positions of all workers in all industries, especially economic producers like aerospace and defense. This paper explains what’s at stake, and ways to ensure that a proven economic success continues to endure and thrive.

Aerospace is becoming more and more important to the economy – trade is a vital link between the two.

GAO 6 [United States Government Accountability Office; “U.S. AEROSPACE 

INDUSTRY…”; September 2006; http://www.gao.gov/new.items/d06920.pdf; Boyce]

The impact of the aerospace industry on the U.S. economy is significant, with the industry estimating $170 billion in sales and approximately 625,000 people employed in 2005. 5 The importance of this industry to the U.S. economy will continue to grow in the future. According to FAA, the U.S. commercial aircraft fleet is estimated to grow from 7,836 in 2005 to 10,677 in 2017. Both passenger capacity and cargo operations are expected to continue to grow, with passenger capacity in 2007 increasing by 4.6 percent and then increasing by an average of 4.2 percent per year until 2017. FAA estimates that over 1 billion passengers will use U.S. airports by 2015. Domestic cargo revenue-ton miles are projected to increase at an average annual rate of 3.2 percent until 2017, exceeding 23 billion. Furthermore, the U.S. aerospace industry consistently shows a foreign trade surplus—reaching $31 billion in 2004. Aerospace exports constituted 6.9 percent of the total value of U.S.-exported merchandise in 2004.

2NC ENVNT !
Aerospace is key to a cleaner environment 

AIAA 09 [Aerospace Industries Association of America, “Aerospace and Defense: The Strength to Lift America”, http://www.aia-aerospace.org/assets/wp_strength_aug09.pdf /Ghosh]

The aerospace industry knows it has an obligation to grow responsibly, and it understands that environmentally sustainable growth is not only good for the planet, but also good for the economic health of the industry and the nation as a whole. As Rep. Jerry Costello, Chairman of the House Transportation and Infrastructure Aviation Subcommittee, wrote, “Airlines, airports, manufacturers and the Air Force are at the forefront of developing better planes, technology and operating procedures to conserve fuel and reduce emissions. They are a perfect example of how innovation is driven by necessity, as fuel costs are the largest single expenditure for the airlines. Moreover, the industry is leading the way in research on alternative fuels. Besides the positive impact on the bottom line, there are obvious positive environmental impacts from these efforts, with lessons for the rest of the country.”12 A 10-year, $20 billion investment in NextGen, in time to meet future demand, will mean millions of new high-paying jobs and hundreds of billions of dollars in economic activity. Moreover, this growth will come from an industry with a proven track record in improving fuel efficiency and overall environmental stewardship. These are two of the nation’s top priorities: economic growth and recovery, and a cleaner environment. Very few government investments have the potential to positively influence two policy objectives at the same time. This is an investment we cannot afford to postpone.

XT—ENVNT !
Aerospace is key to new green tech solutions
Scott and Piper 9 [*John Scott is Head of Risk Insight at Zurich Global Corporate UK, a part of Zurich Financial Services Group, an insurance-based financial services provider. Adam Piper is Director, Corporate Risks UK & Europe at Miller Insurance Services Limited, an independent specialist insurance and reinsurance broker; “ Aerospace, Defence and Climate Change: The Risk Dimension”; June 2009; http://www.zurich.com/NR/rdonlyres/B7D44964-EA09-4E31-8D46-55D10B416203/0/E2DIJune15.pdf; Boyce]

T he aerospace and defence industry has been active in developing new technologies that either have a role in reducing emitted carbon dioxide (CO2e) or improving resilience and adaptation to climate change. Similarly, the insurance industry has been active in addressing the challenges of climate change, working with customers from various industries, including aerospace and defence, to create risk transfer products and provide risk management advice. Working together could be a catalyst for both industries to play a significant role in reducing CO2e and the potential impacts of ongoing climate change

The industry is a green tech R and D powerhouse
Scott and Piper 9 [*John Scott is Head of Risk Insight at Zurich Global Corporate UK, a part of Zurich Financial Services Group, an insurance-based financial services provider. Adam Piper is Director, Corporate Risks UK & Europe at Miller Insurance Services Limited, an independent specialist insurance and reinsurance broker; “ Aerospace, Defence and Climate Change: The Risk Dimension”; June 2009; http://www.zurich.com/NR/rdonlyres/B7D44964-EA09-4E31-8D46-55D10B416203/0/E2DIJune15.pdf; Boyce]

The aerospace and defence industry has been a powerhouse of technology R&D in the search for ever more powerful and power-efficient systems for military use. Harnessing this activity to meet the challenges of climate change could bring significant advances to reducing CO2e. The products available from the insurance industry have been designed to protect private assets, whereas the climate is a public good. Despite this limitation, there are many examples where insurance has been used to encourage the use of new carbon reducing technologies and the adoption of adaptive behaviours. This is especially so in the areas of power generation and transportation, but also in energy efficiency and building resilience. Examples include insurance covers for solar and wind power generation, as well as liability cover for carbon capture and sequestration (CCS) and insurance covers for ‘green’ and weather resilient construction. The majority of anthropogenic CO2e comes from burning fossil fuels for power generation - roughly 50% (gas, coal and oil) - and from land transportation (car, truck, bus) or sea transport (ship), around 20%. A relatively small amount of anthropogenic CO2e comes from air transport. Technologies that significantly reduce greenhouse gas (GHG) emissions from these activities are imperative if Intergovernmental Panel on Climate Change (IPCC) GHG reduction targets are to be met. In power generation, a move to a mix of nuclear, renewable and CCS coal- or gas-fired power stations would help meet GHG reduction commitments and improve fuel security (i.e. make western economies less reliant on Middle Eastern and Russian oil and gas). The defence industry has experience of working with nuclear power for military use and has developed a range of technologies to improve the efficiency and viability of renewable energy sources (hydro, solar, wind, wave, tidal). It has even developed technologies that can improve the low carbon fossil fuel efficiency of power generation (especially coal and gas). Examples of this type of R&D include stealth technology to reduce the radar impact of wind turbines, thereby allowing them to be used near air traffic control radars (QinetiQ and Lockheed Martin). Similarly, research on the sonar impact of wind turbines on marine wildlife has led to changes in turbine construction offshore. In the CCS arena, improvements in CO2 compression using supersonic combustion ramjet engine technology have significantly reduced the costs and power requirements of compression, one of many key areas of risk in the successful commercial implementation of CCS. This is also an area where the insurance industry has begun to address the operating liability risks of CO2 injection as well as the cost uncertainties associated with long term storage and sequestration. In particular, the insurance industry has been informing policymakers on the best approaches to managing long-term storage and sequestration risks based on the lessons and experiences of running different types of funding and risk transfer mechanisms – for example, in the flood defence, oil pollution and nuclear arenas. In solar panels, there has been considerable research interest in improving the performance of these for military and civilian use. One example is barrier film technology which improves protection of photovoltaic cells and can improve performance over their lifetime. Lifecycle operating and risk issues are also areas that have been addressed by the insurance industry which has been active in developing insurance covering the cost uncertainties associated with recovery, buyback and disposal of solar panels, so that manufacturers can comply with the requirements of the EU Waste from Electronic and Electrical Equipment (WEEE) Directive. Linked to this is the risk of distributed power systems failing and not providing power, or the potential loss of income from that power to the owner-operators. There is increasing appetite to develop new and emerging insurance products that cover off-grid power business interruption caused by equipment failure or property damage. The other big new technology opportunity to reduce CO2e lies in the development of alternative engines and fuels for cars. The aerospace and defence industry has multiple opportunities and incentives to develop technologies in this area. If nothing else, military planners now have different asset requirements for forces fighting regional conflicts and anti-terrorist actions than they did in the past. In contrast to Cold War requirements for heavily armoured vehicles, the emphasis is now on more highly mobile forces, using fuel-efficient ‘platforms’. Fuel efficiency and reduced GHG emissions go hand-in-hand with high-efficiency. Diesel engines, hybrid electric/petrol or plug-in hybrid or electric-powered vehicles are becoming increasingly common. To help manage the risks of these new fuels and engine technologies, the insurance industry has been developing products and services that either reward use of new technology, for example insurance premium discounts for hybrid vehicles, or encourage driving smarter – either by driving fewer miles or using less fuel such as pay-as-you-drive auto insurance or telematics-enhanced systems that improve safety and efficiency.

Impact Calc—Ignore Envnt.

The environmental benefits of trains over planes are marginal—prefer our economy impacts first

Transport Research Center, 2009 [ “Competitive Interaction between Airports, Airlines and High-Speed  Rail”, OECD Report, http://www.internationaltransportforum.org/jtrc/discussionpapers/DP200907.pdf]

Given the limited scope for cheap greenhouse gas abatement in aviation, Section 5 asks if it makes sense to increase the availability of high-speed rail alternatives. High-speed rail can substitute for air transport on mid-range distances and produces fewer emissions per trip, especially when electricity is produced in non-carbon-intensive ways. However, life-cycle emissions, relevant in an ex ante analysis, for rail arguably are high, given the high emissions from track infrastructure construction (see, e.g., Chester and Horvath, 2008) and maintenance. However, a broader comparison of costs and benefits shows that (a) high-speed rail links are socially desirable in a certain set of circumstances and should not be viewed as a general alternative to air transport, and (b) environmental benefits play a fairly minor role in the overall evaluation of high-speed rail projects.

A2:  Planes Pollute

Planes aren’t that bad—investment in clean tech means they are actually relatively green

Sacramento Bee, June 6 [“Airlines for America (A4A) Calls on U.S. Government to Block EU ETS ” http://www.sacbee.com/2012/06/06/4543381/airlines-for-america-a4a-calls.html#storylink=cpy

A4A and its member airlines are committed to reducing greenhouse gas emissions from aviation and, with fuel-efficiency improvements eliminating 3.3 billion metric tons of carbon dioxide since 1978, have a strong record of meeting that commitment. By investing billions of dollars in fuel-saving aircraft and engines, innovative technologies and advanced avionics, the U.S. airline industry improved its fuel efficiency by 120 percent between 1978 and 2011, resulting in emissions savings equivalent to taking 22 million cars off the road each of those years.

AFF

UQ—Decline inevitable

Decline of domestic air travel is inevitable due to decreased demand—airlines can’t just keep slashing prices

Bloomberg, June 3 [“Why US airlines need to adapt to a slow-growth future”  http://www.bloomberg.com/news/2012-06-03/why-u-s-airlines-need-to-adapt-to-a-slow-growth-future.html]

Yet U.S. airlines face a long-term challenge that should concern industry executives as well as investors. That impediment isn’t wages, fuel prices or a stagnant economy. It’s growth in demand for air travel, which has been anemic at best for more than a decade, even when the economy was expanding.

Steadily dropping fares are the only reason traffic has grown at all since 2000. And without substantive cost-cutting innovation in the industry, that pace isn’t sustainable. Coca- Cola Co. can’t increase its business through constant price cutting, and neither can airlines. If inflation-adjusted fares hadn’t dropped 17 percent from 2000 to 2010, my research suggests that domestic travel would have declined. 

UQ--Low Now

High fuel prices and economic trends are crushing the airline industry now—oil price makes recovery impossible

Wall Street Journal, June 5 [ Global Airlines Fly Into 'Storm' http://online.wsj.com/article/SB10001424052702303918204577448033877417726.html]
Higher fuel costs and a treacherous economic environment are weighing on global airlines, including Qantas and Emirates Airline. Asia's carriers last year earned 47% less in net profit than in 2010, at US$4.8 billion, according to the Association of Asia Pacific Airlines. Last month, Cathay Pacific Airways Ltd. said it was considering whether to accelerate the retirement of aging aircraft after it warned of "disappointing" first-half financial results. Singapore Airlines Ltd. and Korean Airlines recently posted quarterly losses, forcing both to rethink schedules and adjust aircraft deployment to boost profits.

Even fast-growing Middle East airlines, once perceived to be immune from global trends, have started to voice concern about business conditions.

"It's a perfect storm of adversity now facing airlines," Tim Clark, president of Dubai-based Emirates Airline, said in an interview. "The euro is going south, the pound is going south, fuel costs are still too high."

Amid those challenges, though, Etihad Airways of Abu Dhabi said Tuesday it has bought a nearly 4% stake in Qantas rival Virgin Australia Ltd. VAH.AU 0.00% Shares in Virgin Australia closed at 41 Australian cents (40 U.S. cents) each Monday, leaving the company with a market capitalization of 906.2 million Australian dollars (US$881.5 million). That gives an implied valuation of A$35.9 million on Etihad's 3.96% stake. 

A spokesman for Etihad said it would like to raise its holding to at least 10%. Etihad operates 24 flights a week between Abu Dhabi in the Persian Gulf and Australia.

Mr. Clark of Emirates cautioned that many global carriers could be forced to retrench. Last month, Emirates said its latest fiscal-year net profit fell 72% after the company took a US$1.6 billion hit from high fuel costs. Mr. Clark added Tuesday that the price of Brent crude oil will need to drop to between US$80 and US$90 a barrel, from about US$100, to revive margins.
EU emissions rules will cost the industry billions by forcing taxation on flights from the US

ALPA, June 7 [ALPA is the world’s largest pilot union, representing more than 53,000 pilots at 37 airlines in the United States and Canada. http://www.aviation.ca/content/view/11409/117/]

The European Union’s Emissions Trading Scheme is an “ill-advised, legally questionable job killer for U.S. airline industry employees,” said Capt. Sean Cassidy, first vice president of the Air Line Pilots Association, Int’l (ALPA), in testimony today before the U.S. Senate Committee on Commerce, Science, and Transportation.

"Because the EU’s unilaterally implemented tax scheme could cost U.S. airlines billions of dollars in just the next few years, it could seriously compromise the economic viability of the U.S. airline industry and threaten the jobs of tens of thousands of workers,” Capt. Cassidy told the Senate committee members. 
No link—Trades off with Roads

No link—The tradeoff with driving is much more pronounced

Transport Research Center, 2009 [ “Competitive Interaction between Airports, Airlines and High-Speed  Rail”, OECD Report,  http://www.internationaltransportforum.org/jtrc/discussionpapers/DP200907.pdf]

The French situation was mentioned as one where capacity in aviation was a crucial factor in the assessment of high-speed rail projects. Some French TGV connections brought about a substantial shift from air to rail29, freeing up scarce capacity (valuable slots) in aviation30. This effect occurs irrespective of whether low-cost or other carriers might provide service between the cities linked by the high-speed rail connection. Furthermore, since high-speed rail uses separate facilities, it can also free up capacity for rail freight and for regional passenger transport. It was noted, however, that in many cases the main (expected) modal shift in response to a high-speed rail connection is from road to rail, not from air to rail.
Link Turn—Biz Class

Turn—Increase in business travel airfare offsets passenger loss—business people still want to fly

Minyanville news, 2011 [Justin Rohrlich is the Emmy Award-winning Head Writer of Minyanville's World In Review, the world's first (and only) animated business news show. http://www.minyanville.com/dailyfeed/2011/07/08/heres-what-high-speed-rail/ “Here’s What High Speed Rail does for Airfare”]


Interestingly, high-speed rail has had the opposite effect on first class and business class airfares:
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According to CAPA's analysis:

The Beijing-Shanghai is a key business route, with business trips accounting for 70-80% of all airline ticket sales on the sector. This should limit the impact of fare reductions, as long as the airline product remains competitive. This trend was noted by China Eastern Airlines Co Ltd GM Ma Xulun who stated that while “the number of passengers might be reduced 20 or 30% within half a year, but in a long run it will not affect the airlines so much because of diversified demand”.

Business-class fares on Shanghai Hongqiao-Beijing sector stood at USD582.60 as at 30-Jun-2011, marking a 60% increase from 28-Sep-2011 levels. Over the past 12 months, business fares on the sector will have increased by 99% up until the end of Oct-2011. Price variations on the Shanghai Pudong-Beijing sector are less extreme, although fares have still increased by 14% over the past eight months, and will have increased by 17% over the 12-month period to Oct-2011.

Link Turn—CEO’s Agree

Even airline CEO’s agree—high speed rail is good because it replaces unprofitable short routes and makes long haul flying more efficient

Bloom, 2011[ David, Software engineer at Greplin, june 11, http://www.quora.com/Is-California-high-speed-rail-the-railway-to-nowhere]

In addition, many airline executives have endorsed high speed rail because short-distance "commuter" flights are not profitable or sustainable:

    JetBlue CEO Dave Barger: Q: "Do you see nationwide high-speed rail as a threat or complement to the airline industry?" A: "It’s a complement. I don’t think we need hundreds of departures every day from the Bay Area to Los Angeles." (http://www.sfexaminer.com/local/...)

    Former Continental Airlines CEO Gordon Bethune: "You have to begin to put the infrastructure in place to put in high-speed trains... It should be a national priority. If the French can do it, why can't we?" (http://www.vhsr.com/HSRQ)

    Former American Airlines CEO Robert Crandall: "Given the high level of congestion at our major airports and our desire to operate a more energy efficient transportation complex, I am similarly mystified as to why we have heard little or nothing about the development of alternative surface transportation systems for short haul journeys. At our major airports, a significant percentage of flights are to destinations less than 300 miles distant, which could readily be replaced by the modern high speed rail systems found in many countries around the world. Similarly, we could increase long haul aviation capacity to and from our major cities by linking near by airports to those cities with high speed rail links." (http://www.wingsclub.org/eventsp...)

Link Turn—Efficiency
Turn—Rail competition forces airline improvements and increases efficiency

Minyanville news, 2011 [Justin Rohrlich is the Emmy Award-winning Head Writer of Minyanville's World In Review, the world's first (and only) animated business news show. http://www.minyanville.com/dailyfeed/2011/07/08/heres-what-high-speed-rail/ “Here’s What High Speed Rail does for Airfare”]


Xin Dingding of China Daily reports that the competition has already prompted improvements by the affected airlines:

Under pressure from the 300 km/h Beijing-Shanghai rail service that started on June 30, the air transport industry has announced several initiatives to improve punctuality and strengthen cooperation with high-speed rail operators. 


"There are not only measures to sharpen flights' competitiveness but there will also be cooperation, such as the fact that airlines will put passengers on fast trains if flights are seriously delayed or canceled," an official from the North China regional area of the Civil Aviation Administration of China told Xin on condition of anonymity.

And Wang Zhiping, a Shanghai-based engineer, said: "Competition is a good thing because it is the only reason that the airlines have now decided to do something." 

Question to United, American, Delta, et al: Does this mean we're getting our blankets back? 

Link Turn--Congestion

Turn—Congestion—rail reduces congestion which shrinks airline wait times and increases efficiency for airlines—HSR in California alone would save airlines millions  

Kantor, 2009 [ County Bank Professor of Economics University of California, Merced The Economic Impact of the California High-Speed Rail in the Sacramento/Central Valley Area prepared by: Shawn Kantor, Ph.D.]
Congestion-reduction benefits refer to the social savings resulting from the decreased travel times induced by the HSR. The HSR will induce some travelers to shift from driving or flying in favor of HSR, thus providing a positive spillover benefit to those individuals who would continue to drive their own cars or use air transportation. As HSR became more widely used by commuters and other passengers, it would lead to less congestion on highways and in airports. Freeway gridlock during peak travel times would be reduced, as would airport waiting times. Not only would travelers benefit if their flights could leave and arrive as scheduled, but the airline industry would reap benefits as well as aircraft operating delays were reduced. Cambridge Systematics calculated the benefits accruing in the Central Valley from reduced automobile delays to be nearly $2 billion, while the reduction in air delays specific to the region would be a relatively modest $2.6 million.


Xt--Efficiency

Turn—efficiency—Changes forced by HSR competition are key to the long term viability of airlines

Fu, Zhang, and Lei, 2011 [ Xiaowen Fu a,*, Anming Zhang b, Zheng Lei ,  a Faculty of Business, Hong Kong Polytechnic University, Hong Kong, China b Sauder School of Business, University of British Columbia, Canada c Department of Air Transport, Cranfield University, UK, “Will China’s airline industry survive the entry of high-speed rail?”, Research in Transportation Economics 35 (2012) 13e25]
Chinese airlines will survive in the entry of HSR (and ensuing competition) by exploiting their own competitive advantages. For example, airlines’ distribution channel covers a larger area and has more power in such areas as direct sales. The electronic ticket system adopted by airlines is much more convenient for passengers to book, change, return or pay for their tickets. The civil aviation industry in China has realized a high level of market-oriented operation through a three-decade long industrial reform (Zhang, 1998), thus the air ticket price is very responsive to the market. With more flexible marketing and pricing strategies, the profit for airlines may decrease due to the entry of high-speed railway, but the profitability and competitive power of the airline industry remain. Most importantly, with the strong growth of the overall Chinese economy, international trade and tourist market, Chinese airlines will continue to enjoy strong demand growth in the medium to long term. Our investigation does predict a challenging period ahead for Chinese airlines. They cannot simply repeat the unbalanced growth as in the past. In order to achieve sustainable development, Chinese airlines must significantly improve their competitiveness in terms of network configuration, cost efficiency and service quality, thereby contributing to the long-term regional and global growth of air transportation. 

Comparative ev—Trains Better
Public funded rail is both environmentally and economically better than air networks

Transport Research Center, 2009 [ “Competitive Interaction between Airports, Airlines and High-Speed  Rail”, OECD Report, http://www.internationaltransportforum.org/jtrc/discussionpapers/DP200907.pdf]

De Rus’ (2008) analysis considers high-speed rail projects at the level of individual links. In contrast, Adler et al. (2008) analyse a European network of high-speed rail connections (a 300km/h TEN network and a 160km/h conventional network), where the shape of the network is determined within the analysis. They find that the TEN network produces net benefits (and higher benefits than an all-air network), at least when access charges are based on short-run marginal costs (and the train operator maximises profits in a deregulated environment). If rail is required to break even, the network is not worthwhile. Instead, if deficits resulting from short-run marginal cost pricing are financed from costly public funds, the network passes the cost-benefit test. The difference between the outcomes of both studies is attributable to network effects and to assumptions on pricing rules and budgetary constraints, and not so much to different assumptions on costs, demand and discounting.
Aff—War Turns the DA

Any war that happens boosts the price of oil and kills the airline industry—the aff turns the DA

Forbes, June 6 [Airline Stocks Flying High After Big Correction In Oil Prices, http://www.forbes.com/sites/afontevecchia/2012/06/06/airline-stocks-flying-high-after-big-correction-in-oil-prices/]

Investors, though, should be careful when placing bets against the price of oil.  While commodities are already inherently volatile, oil has the added onus that it’s one of the most widely used and traded commodities.  It is highly sensitive to geopolitics and demand and supply issues.  The market remains oversupplied, but seeing the Israeli-Iranian conflict flare up again would definitely takes its toll on the price of crude, and thus on airlines’ stock performance.

