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�����$�EULHI�KLVWRU\�RI�$LUOLQH�$OOLDQFH

The� ¿rst� formation� of� airline� alliances� was�
UHODWHG�WR�WKH�H[SDQVLRQ�RI�WKH�KXE�DQG�VSRNH�

VFKHPH� DQG� WKH� airlines’� need� to� develop�
GRPHVWLF� DQG� LQWHUQDWLRQDO� QHWZRUNV�� $IWHU�

WKH�86�$LUOLQH�'HUHJXODWLRQ�$FW�RI�������86�

DLUOLQHV� FKDQJHG� QHWZRUN� VWUXFWXUHV� LQ� RUGHU�

WR� WDNH� DGYDQWDJH� RI� KXE� HFRQRPLHV�� /DUJH�

86� DLUOLQHV� IRUPHG� UHJLRQDO� DOOLDQFHV� E\�

HVWDEOLVKLQJ�FRGH�VKDUHV�ZLWK�UHJLRQDO�DLUOLQHV��

a� cost-effective� way� to� feed� into� pro¿table�
ORQJ�KDXO�DQG�PHGLXP�KDXO�QHWZRUNV��

By� 2001,� there� were� ¿ve� large� strategic�
alliances� in� the� North� Atlantic� area� –�
SkyTeam,�Oneworld,�Star�Alliance,�QualiÀyer�

DQG� :LQJV�� 1HYHUWKHOHVV�� EDVHG� RQ� HDFK�

alliance’s� frequency� of� Àights� to� all� the�
LQKDELWHG� FRQWLQHQWV� LQ� WKH� ZRUOG�� RQO\� 6WDU�

$OOLDQFH� DQG�2QHZRUOG� FRXOG� EH� FRQVLGHUHG�

DV� JOREDO�UHDFKLQJ� DOOLDQFHV�� (YHQWXDOO\� WKH�

VFHQDULR�RI�PXOWL�DLUOLQH�DOOLDQFH�ZLWK�JOREDO�

UHDFK� VWDELOL]HG� ZLWK� WKUHH� FXUUHQW� *OREDO�

Airline�Alliances�–�SkyTeam,�Oneworld,�and�
6WDU� $OOLDQFH�� (DFK� *OREDO�$LUOLQH� $OOLDQFH�

ZDV� IRXQGHG� ZLWK� RQH� RI� WKH� ³%LJ� 7KUHH´�

(XURSHDQ�DLUOLQHV��/XIWKDQVD��$LU�)UDQFH�DQG�

%ULWLVK�$LUZD\V���D�PDMRU�86�DLUOLQH��DQG�DQ�

Asian�major�airline.�As�of�2006�when�the�¿rst�
$IULFDQ�DLUOLQH��6RXWK�$IULFDQ�$LUZD\V��MRLQHG�

6WDU�$OOLDQFH�DV�WKH���WK�PHPEHU��WKH�DOOLDQFH�

FRXOG�EH�FRQVLGHUHG�DV�WUXO\�JOREDO��

'XULQJ� WKH� SDVW� GHFDGH�� WKH� SLFWXUH� RI� WKH�
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+RDQJ�7UXRQJ�*LDQJ�

7UDQ�7KL�.LP�$QK

�3K'�&DQGLGDWH��9LFWRULD�8QLYHUVLW\��$XWUDOLD��
�3K'��)RUHLJQ�7UDGH�8QLYHUVLW\��9LHWQDP��

$EVWUDFW��

7KH�SDSHU�GLVFXVVHV�WKH�LPSDFWV�RI�LQWHUQDWLRQDO�FRQVROLGDWLRQ�LQ�WKH�DLUOLQH�LQGXVWU\��ZLWK�

D�IRFXV�RQ�DOOLDQFHV�DQG�PHUJHUV�ZKLFK�DUH�WZR�W\SLFDO�IRUPV�RI�FRQVROLGDWLRQ��,W�SURYLGHV�D�

FRPSUHKHQVLYH�RYHUYLHZ�RI�DLUOLQH�DOOLDQFHV�DQG�PHUJHUV�GHYHORSPHQW�ZLWKLQ�WKH�IUDPHZRUN�

of�economic�effects.�The�paper�compares�economic�effects�on�airlines�as�well�as�bene¿ts�
IRU�FRQVXPHUV�DQG�DQDO\VHV�WKH�GLIIHUHQFHV�EHWZHHQ�YDULRXV�PHUJHUV�DQG�DOOLDQFHV�DV�ZHOO�

DV�WKH�V\QHUJLHV�JHQHUDWHG�WKHUHRI��,Q�DOO�UHVSHFWV�WKLV�SDSHU�DWWHPSWV�WR�SURYLGH�D�VXLWDEOH�

IUDPHZRUN� IRU�IXWXUH�UHVHDUFK�RI�LQWHUQDWLRQDO�FRQVROLGDWLRQ�LQ�WKH�DLUOLQH�LQGXVWU\��DV�D�

VWUDWHJ\�IRU�LQWHUQDWLRQDO�QHWZRUN�GHYHORSPHQW�

.H\ZRUGV��,QWHUQDWLRQDO�&RQVROLGDWLRQ��$LUOLQH�,QGXVWU\��(FRQRPLF�(IIHFWV��$LUOLQH�$OOLDQFHV��

$LUOLQH�0HUJHUV�

'DWH�RI�VXEPLVVLRQ���UG$SULO�������'DWH�RI�UHYLVLRQ����WK$SULO��'DWH�RI�DSSURYDO����QG�$SULO�����
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��� http://www.uni-marburg.de/fb02/strategy/dateien/scenariosairline.pdf.�
��� (GZDUG�5XVVHOO��0HUJHUV�VLJQDO�QHZ�GDZQ�IRU�86�DLUOLQH�LQGXVWU\��$LUOLQH�%XVLQHVV��$LUOLQH�%XVLQHVV�0DJD]LQH�����0DU�������

available�at�http://www.Àightglobal.com/news/articles/analysis-mergers-signal-new-dawn-for-us-airline-industry-383473/.�

DLUOLQH�LQGXVWU\�ZLWK�WKUHH�JOREDO�DOOLDQFHV�KDV�

EHHQ� FRQWLQXRXVO\� UHLQIRUFHG� E\� WKH� JURZWK�

RI�6WDU�$OOLDQFH��2QHZRUOG�DQG�6N\7HDP��DQG�

WKH�DEVHQFH�RI� IXUWKHU�FRQVROLGDWLRQ� EHWZHHQ�

JOREDO� DOOLDQFHV� RU� WKH� ULVH� RI� QHZ� VWUDWHJLF�

PXOWL�DLUOLQH�DOOLDQFHV��%\�������WKH�PDMRULW\�

RI� ODUJH� QHWZRUN� OHJDF\� DLUOLQHV� KDG� DOLJQHG�

LQWR� RQH� RI� WKUHH� JOREDO� DOOLDQFHV�� ,Q� ������

they� carried� 68%� of� international� scheduled�
5HYHQXH� 3DVVHQJHU� .LORPHWUHV� �53.V��� DQG�

provided� 59.5�%� of�world� capacity� share,� as�
VKRZQ� LQ� )LJXUH� �� �$LUOLQH�%XVLQHVV�� �������

,Q�IDFW��E\������6WDU�$OOLDQFH�KDG�SUHVHQFH�LQ�

����FRXQWULHV��2QHZRUOG�LQ������DQG�6N\7HDP�

LQ� ���� �$LUOLQH� %XVLQHVV�� ������� 7KHUH� DUH�

DERXW����XQDOLJQHG�DLUOLQHV��PRVW�RI�ZKLFK�DUH�

VPDOO� DLUOLQHV� DQG� ORZ� FRVW� FDUULHUV�ZLWK� WKH�

H[FHSWLRQ�RI�(PLUDWHV�DQG�$LU�,QGLD�
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Source:�Airline�Business,�September�2012,�page�28

�����$�EULHI�KLVWRU\�RI�$LUOLQH�0HUJHU

7KH�PRVW�LQWHJUDWHG�IRUP�WKDW�WZR�DLUOLQHV�FDQ�

EHFRPH� LV�ZKHQ� WKH\�HQWHU� LQWR�D�PHUJHU�DQG�

DFW�DV�RQH���0RUH�WKDQ�����DLUOLQHV�KDYH�PHUJHG�

VLQFH� WKH� VWDUW� RI� GHUHJXODWLRQ� LQ� ����� LQ� WKH�

8�6�SURYLGLQJ�WKH�LQYROYHG�DLUOLQHV�ZLWK�ODUJHU�

gains�in�ef¿ciency.��,Q� UHFHQW�\HDUV�� WKH�JOREDO�
DLUOLQH� LQGXVWU\� KDV� H[SHULHQFHG� DQ� LQFUHDVH�

LQ�PDQ\�FDVHV�RI�PHUJHU��$FFRUGLQJ�WR�$LUOLQH�

%XVLQHVV�0DJD]LQH���������LQ�WKH�86��WKH�QHZ�

$PHULFDQ��6RXWKZHVW�$LUOLQHV��'HOWD�$LU�/LQHV��

and�United�Airlines�and�their�regional�af¿liates�
carry�up�to�90%�of�US�domestic�traf¿c.��$OVR��
(XURSH� H[SHULHQFHV� D� SHULRG� RI� FRQVROLGDWLRQ�

PRWLYDWHG� E\� ,QWHUQDWLRQDO� $LUOLQHV� *URXS�

�%ULWLVK�$LUZD\V�ZLWK�,EHULD���$LU�)UDQFH�./0�

DQG�/XIWKDQVD�*URXS��ZKR�WRRN�RYHU�6ZLVV�DQG�

$XVWULDQ�$LUOLQHV���

$LUOLQH�0HUJHUV�LQ�86

7KH� 86� DLU� WUDQVSRUW� LQGXVWU\� KDV� EHHQ�

H[SHULHQFLQJ�VXEVWDQWLDO�PHUJHU�DFWLYLW\�VLQFH�

LWV�LQLWLDO�WLPH��SDUWLFXODUO\�LPPHGLDWHO\�DIWHU�

the�deregulation�in�1978.�A�Àurry�of�mergers�
WKURXJKRXW� WKH�����V��ZKHQ�'HOWD�$LU� /LQHV�

DQG�:HVWHUQ�$LUOLQHV�PHUJHG�� DQG�$PHULFDQ�

$LUOLQHV�DQG�$LU�&DOLIRUQLD�PHUJHG��,Q�������

PHUJHU�UHYLHZ�DXWKRULW\�ZDV�WUDQVIHUUHG�IURP�

WKH� 'HSDUWPHQW� RI� 7UDQVSRUWDWLRQ� �'27�� WR�

'HSDUWPHQW�RI�-XVWLFH��'2-���6LQFH������� LQ�

spite� of� tumultuous� ¿nancial� periods,� fewer�
PHUJHUV�WRRN�SODFH��

)LJXUH� �� VKRZV� DLUOLQH�PHUJHUV�� DFTXLVLWLRQV�

and� bankruptcies� that� took� place� in� the� ¿rst�
KDOI�RI�WKH�����V�GHFDGH�LQ�WKH�86��7KURXJKRXW�

WKLV� WLPH� D� ORW� RI� ³ORFDO� VHUYLFH� FDUULHUV´� RI�

WKH� UHJXODWHG� HUD�� VXFK� DV� 2]DUN�� 5HSXEOLF��

6RXWKHUQ��DQG�36$��ZHUH�PHUJHG� LQWR�ODUJHU�

DLUOLQHV�� 7KH� VHFRQG� WUHQG� RI� FRQVROLGDWLRQ�

WRRN� SODFH� LQ� WKH� VHFRQG� KDOI� RI� ����V�

GHFDGH� GULYHQ� E\� WKH� ³OHYHUDJHG� EX\RXW´�

SKHQRPHQD�� )URP� ����� WR� ������ WKHUH�ZHUH�

WKUHH� LPSRUWDQW� SURSRVDOV� RI� PHUJHU� DQG�

DFTXLVLWLRQ�� RI� ZKLFK� WZR� ZHUH� DSSURYHG�

ZLWKRXW� PDMRU� FRQJUHVVLRQDO� RSSRVLWLRQ��

American’s� acquisition� of� TWA� (2001)� and�
America� West’V� DFTXLVLWLRQ� RI� 86� $LUZD\V�
��������)LVFKHU�HW�DO���������
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5HFHQWO\�� WKH� 86� DLUOLQH� LQGXVWU\� KDV� EHHQ�

IDFLQJ�ORQJ�VWDQGLQJ�FKDOOHQJHV�VXFK�DV�OLPLWV�

WR� RUJDQLF� JURZWK�� IXHO� SULFH� LQVWDELOLW\� DQG�

ORZHU� GHPDQG� IRU� DLU� WUDYHO�� %RWK� ORZ� FRVW�

FDUULHUV� DQG� OHJDF\� DLUOLQHV� KDYH� UHDFWHG� WR�

WKH� GHYHORSPHQWV� ZLWK� UHRUJDQL]DWLRQV�� QHZ�

SULFLQJ� VWUDWHJLHV�� EDQNUXSWFLHV�� DQG� VSLQ�

RIIV�� 7KHUH� KDYH� EHHQ� VL[�PDMRU�PHUJHUV� LQ�

the� U.S� airline� industry� in� recent� years:�US�
$LUZD\V� DQG�$PHULFD�:HVW�$LUOLQHV� ��������

'HOWD� $LUOLQHV� DQG� 1RUWKZHVW� $LUOLQHV�

�������� 5HSXEOLF� $LUOLQHV� DQG� 0LGZHVW�

$LUOLQHV� �������� 5HSXEOLF� $LUOLQHV� DQG�

)URQWLHU�$LUOLQHV���������DQG�8QLWHG�$LUOLQHV�

DQG� &RQWLQHQWDO� $LUOLQHV� �������� ,Q� ������

6RXWKZHVW� $LUOLQHV� DQG� $LU7UDQ� $LUZD\V�

merged�in�the�¿rst�major�transaction�involving�
ORZ� FRVW� FDUULHUV�� ,Q� $XJXVW� ������ WKH� 86�

'HSDUWPHQW�RI�-XVWLFH��'2-��DQG�WKH�'LVWULFW�

of� Columbia� ¿led� a� lawsuit� challenging� the�

PHUJHU�RI�86�$LUZD\V�DQG�$PHULFDQ�$LUOLQHV�

EHFDXVH� WKH� FRPELQDWLRQ�ZRXOG� OHDG� WR� OHVV�

VHUYLFH� DQG� KLJKHU� SULFHV� IRU� FRQVXPHUV��

$FFRUGLQJ� WR� WKH� '2-�� WKH� PHUJHU� ZKLFK�

ZRXOG�FUHDWH� WKH� ODUJHVW� DLUOLQH� LQ� WKH�ZRUOG�

ZRXOG�³VXEVWDQWLDOO\� OHVVHQ�FRPSHWLWLRQ´� IRU�

FRPPHUFLDO�DLU�WUDYHO��

(XURSHDQ�0DUNHW�FRQVROLGDWLRQ

&RQVROLGDWLRQ� LV� LQ� IDFW� D� WUHQG� LQ� (XURSH�

DQG� WKH� PHUJHU� EHWZHHQ� %ULWLVK� $LUZD\V�

DQG� ,EHULD� LQ� (XURSH� FRXOG� EH� DQ� H[DPSOH��

$FWXDOO\�� PDQ\� (XURSHDQ� DLUOLQHV� KDYH�

GHYHORSHG� WKURXJK� DFTXLVLWLRQV� DQG�PHUJHUV�

LQ�WKH�PRVW�UHFHQW�GHFDGH��2WKHU�RXWVWDQGLQJ�

FDVHV� DSDUW� IURP� %ULWLVK� $LUZD\V� DUH� $LU�

)UDQFH�./0�DQG�/XIWKDQVD��:XOI�DQG�0DXO��

�������1HYHUWKHOHVV�� WKLV�FRQVROLGDWLRQ� WUHQG�

GRHV�QRW�RQO\�KDSSHQ�WKURXJK�WR�IXOO�PHUJHUV��

0DQ\� DLUOLQHV� RIWHQ� FUHDWH� VWUDWHJLF� HTXLW\�

VWDNHV�ZKLFK�FRXOG�EH�HQODUJHG�ODWHU��EHFDXVH�

��http://edition.cnn.com/2013/08/13/us/airline-merger-antitrust-lawsuit/

)LJXUH����+LJKOLJKWV�RI�'RPHVWLF�$LUOLQH�0HUJHUV

6RXUFH��&DWKD\�)LQDQFLDO�DQG�$LUOLQH�&RPSDQ\�GRFXPHQWV�������
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$LUOLQH�0HUJHUV�LQ�$XVWUDOLD

In� 1992,� the� Australian� Government’s�
LQWHUQDWLRQDO� DLUOLQH�� 4DQWDV� $LUZD\V� /WG���

merged� with� the� Government’s� domestic�
FDUULHU��$XVWUDOLDQ�$LUOLQHV��FRPSOHWLQJ�D������

PLOOLRQ�PHUJHU��

,Q�6HSWHPEHU�������$LU�1HZ�=HDODQG�VLJQHG�

D�FRQGLWLRQDO�DJUHHPHQW�WR�EX\����SHUFHQW�RI�

$QVHWW� +ROGLQJV� ZKLFK� RZQHG� ���� SHUFHQW�

RI� GRPHVWLF�$QVHWW�$XVWUDOLD� DQG� ��� SHUFHQW�

RI� $QVHWW� ,QWHUQDWLRQDO�� 7KH� SXUFKDVH� ZDV�

FRPSOHWHG�LQ�2FWREHU�������,Q�)HEUXDU\�������

$LU� 1HZ� =HDODQG� SXUFKDVHG� WKH� UHPDLQLQJ�

���SHUFHQW�RI�$QVHWW�+ROGLQJV�/LPLWHG� IURP�

1HZV� &RUSRUDWLRQ� /LPLWHG�� ZLWK� D� IXUWKHU�

GHIHUUHG� FRQVLGHUDWLRQ� HTXLYDOHQW� WR� �����

SHUFHQW�RI�LVVXHG�FDSLWDO�WR�EH�VHWWOHG�EHWZHHQ�

WZR�DQG�IRXU�\HDUV��

,Q� ������ WKH� SURSRVDO� E\� 9LUJLQ� $XVWUDOLD�

WR� SXUFKDVH� ��� SHUFHQW� RI� 7LJHU� $LUZD\V�

$XVWUDOLD�ZDV�DSSURYHG�E\�WKH�$&&&��$&&&�

DGPLWWHG� WKDW� DOORZLQJ� DQ� DLUOLQH� WR� EX\� D�

PDMRU� SDUW� RI� D� ULYDO� LV� XQXVXDO� WR� PDLQWDLQ�

PDUNHW�FRPSHWLWLRQ�EXW�LW�VDLG�WKDW�LI�WKH�GHDO�

GRHV�QRW�JR�DKHDG�VWUXJJOLQJ�7LJHU�LV�OLNHO\�WR�

OHDYH�$XVWUDOLD�DOWRJHWKHU��

WKH� UHJXODWRU\� FRQVWUDLQWV� LQ�PDQ\� FRXQWULHV�

XVXDOO\� SUHYHQW� IRUHLJQ�PDMRULW\� RZQHUVKLS��

)RU� LQVWDQFH�� LQ� ����� 6LQJDSRUH� $LUOLQHV�

purchased�49%�of�Virgin�Atlantic�in�order�to�
get� an� indirect� access� to� the� traf¿c� between�
/RQGRQ�+HDWKURZ�DQG�WKH�86��:XOI�DQG�0DXO��

�������%HFDXVH�RI�EHWWHU�PDUNHWLQJ�DGYDQWDJHV�

and�the�larger�ef¿ciency,�which�consolidation�
KROGV�IRU�DLUOLQHV��IXUWKHU�PHUJHUV�LV�H[SHFWHG�

WR�RFFXU�LQ�WKH�FRPLQJ�GHFDGHV�LQ�WKH�JOREDO�

DLUOLQH�LQGXVWU\�

6LQFH�������ZKHQ�WKH�H[WHQVLYH�LPSURYHPHQW�

RI� (8� PHUJHU� JXLGHOLQHV� ZDV� EURXJKW� LQWR�

HIIHFW�� WKH� (&� LQYHVWLJDWHG� HOHYHQ� FDVHV� RI�

DLUOLQH�PHUJHU�(XURSHDQ�DLUOLQH�LQGXVWU\��,I�WKH�

HIIHFW�RI�D�PHUJHU� LV� OLPLWHG� WR� RQO\�RQH�(8�

PHPEHU� VWDWH�� WKH� FRPSHWLWLRQ� DXWKRULWLHV� LQ�

WKDW� FRXQWU\�DUH� LQ�FKDUJH� RI�PHUJHU�FRQWURO��

IRU� H[DPSOH� WKH� FRPSHWLWLRQ� DXWKRULW\� LQ�

Germany� made� decision� on� two� signi¿cant�
mergers� between� Air� Berlin/TUIÀy� and� Air�
Berlin/LTU.�Table�1�summarizes�of� the�EC’s�
GHFLVLRQV�GXULQJ�����������PDQDJLQJ�PHUJHUV�

LQ�(XURSHDQ�DLUOLQH�LQGXVWU\�

���See�http://www.airnewzealand.co.nz/history
�� See�http://www.abc.net.au/news/2013-04-23/accc-clears-virgin-tiger-merger/4647198

7DEOH����2YHUYLHZ�RI�(&¶V�DLUOLQH�PHUJHU�GHFLVLRQV�GXULQJ�����������

0HUJHU�DSSURYHG 0HUJHU�VXEMHFW�WR�FRQGLWLRQV 0HUJHU�SURKLELWHG

./0�0DUWLQDLU������� $LU�)UDQFH�./0������� 5\DQDLU�$HU�/LQJXV�������

/XIWKDQVD�EPL������� /XIWKDQVD�6ZLVV�������

%ULWLVK�$LUZD\V�,EHULD������� /XIWKDQVD�(XURZLQJV�������

2O\PSLF�$HJHDQ������� /XIWKDQVD�61�%UXVVHO�������

,EHULD�9XHOLQJ�&OLFNDLU�������

/XIWKDQVD�$XVWULDQ�$LUOLQHV�������

6RXUFH��)LFKHUW�������
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����� (FRQRPLF� HIIHFWV� RI� DOOLDQFHV� IRU� WKH�

DLUOLQHV

(IIHFWV�RI�$OOLDQFHV�RQ�(FRQRPLHV�RI�6FDOH

(FRQRPLHV� RI� VFDOH� DUH� WKH� GHFUHDVH� LQ� XQLW�

FRVWV�ZLWK�UHVSHFW�WR�WKH�LQFUHDVH�LQ�QHWZRUN�

VL]H� DQG� WKH�SURYLVLRQ�RI� VHUYLFHV��7KH\� FDQ�

DOVR�GHULYH� IURP� OHDUQLQJ�� VSHFLDOL]DWLRQ�DQG�

the� distribution� of� ¿xed� costs� over� a� larger�
RXWSXW� �,DWURX� 	� 2UHWWL�� ������� ,Q� JHQHUDO��

almost�all�airline�alliances�¿nd�ways�to�achieve�
D�ODUJH�DPRXQW�RI�RXWSXW�WR�GHFUHDVH�WKH�FRVW�

SHU� XQLW� RI� HDFK� VHDW� GHSDUWXUH�� 6RPHWLPHV��

DLUOLQHV� PDNH� XVH� RI� HFRQRPLHV� RI� VFDOH�

E\� FXWWLQJ� FRVWV� WKURXJK� MRLQW� PDUNHWLQJ� RU�

SXUFKDVLQJ��7KHUH�FDQ�EH�SRWHQWLDO�HFRQRPLHV�

RI�VFDOH�ZLWK�DLUFUDIW�VL]H��DV�WKH�XQLW�FRVWV�LQ�

IXHO�DQG�FUHZ�LQFUHDVH�WR�D�OHVVHU�GHJUHH�WKDQ�

WKH� DYDLODEOH� VHDWV�NP� LI� ODERULQJ� XQGHU� WKH�

FHWHULV�SDULEXV�DVVXPSWLRQ�ZKHQ�FRQVLGHULQJ�

aircraft�technology�and�pilots’�seniority.�Stage�
OHQJWK� DOVR� SURYLGHV� HFRQRPLHV� RI� VFDOH� DV�

¿xed�costs�in�airport-based�costs�are�the�same�
IRU�D�ORQJHU�FRYHUHG�GLVWDQFH��)XHO�FRVWV�DOVR�

UHGXFH� ZLWK� ORQJHU� VWDJH� OHQJWKV� DV� WKHUH� LV�

ORZHU�IXHO�FRQVXPSWLRQ�DW�FUXLVH�DOWLWXGH�DQG�

WKH�KLJKHU�FRQVXPSWLRQ�LQ�WDNHRII�DQG�GHVFHQW�

DUH�GLVWULEXWHG�RYHU�D�ORQJHU�SHULRG��$OOLDQFHV�

ZLWK�IRUHLJQ�DLUOLQHV�EULQJ�PRUH�LQWHUQDWLRQDO�

Àights,�enhancing�economies�of�scale�from�a�
ODUJHU� DYHUDJH� VWDJH� OHQJWK� DQG�� WHQWDWLYHO\��

the�operation�of�a�larger�number�of�Àights.�
(IIHFWV�RI�$OOLDQFHV�RQ�(FRQRPLHV�RI�6FRSH

$LUOLQH�DOOLDQFHV�FRXOG�DFKLHYH�HFRQRPLHV�RI�

VFRSH�ZKHQ�DQ�LQFUHDVH�LQ�WKH�SURGXFWLRQ�RI�DLU�

VHUYLFH�UHVXOWV�LQ�D�GHFUHDVH�LQ�WKH�SURGXFWLRQ�

FRVWV� RI� DQRWKHU�� $FFRUGLQJ� WR� .LOSL� DQG�

9HSVlOlLQHQ� �������� �&RGH� VKDULQJ� DOORZV�

DLUOLQH� DOOLDQFHV� WR� RSHUDWH� OLNH� D� KXE�DQG�

VSRNH�QHWZRUN�ZLWK�D� ODUJH�SUHVHQFH�DW�ERWK�

VLGHV�RI�WKH�PDUNHW��7KH�\LHOGV�HFRQRPLHV�RI�

VFRSH�IURP�ORZHU�HQWU\�FRVWV�LQWR�QHZ�PDUNHWV�

DQG�HFRQRPLHV�RI�VFDOH�IURP�LQFUHDVHG�URXWH�

GHQVLW\�SURGXFLQJ�ORZHU�LQFUHPHQWDO�FRVWV�RI�

FDUU\LQJ� DGGLWLRQDO� SDVVHQJHUV��� 0RUHRYHU��

WKH� DLUOLQH� DOOLDQFHV� KDYH� HFRQRPLHV� RI�

VFRSH� ZKHQ� WKH� FRVW� RI� SURYLGLQJ� WZR�

SURGXFWV� WRJHWKHU� E\� WZR� DLUOLQHV� LV� FKHDSHU�

WKDQ� SURGXFLQJ� WKHP� LQGHSHQGHQWO\�� 7KRVH�

HFRQRPLHV� RIWHQ� LQYROYH� WKH� VL]H� RI� WKH�

DOOLDQFH�� )RU� LQVWDQFH�� DGYHUWLVLQJ� FRVWV� DUH�

QRW�WDUJHWHG�WR�DQ�LQGLYLGXDO�DLUOLQH��EXW�WR�WKH�

ZKROH� QHWZRUN� RI� WKH� DOOLDQFH�� ZKLFK� FRXOG�

be� de¿ned� as�an� economy�of� scope.�A� large�
DLUOLQH� DOOLDQFH� QHWZRUN� DOVR�FUHDWHV�FKDQFHV�

IRU�HFRQRPLHV�RI�VFRSH�E\�PHDQV�RI�IUHTXHQW�

Àyer�programs�that�build�customer�loyalty�and�
&RPSXWHU�5HVHUYDWLRQ�6\VWHPV�

0DUNHWLQJ�DGYDQWDJHV

-RLQLQJ� DLUOLQH� DOOLDQFHV� RIIHUV� H[WHQVLYH�

PDUNHWLQJ� DGYDQWDJHV� WR� WKH�PHPEHUV��0RVW�

DOOLDQFHV� LQWHJUDWH� FRPSXWHU� UHVHUYDWLRQ�

programs� and� frequent� Àyer� programs,� and�
ODXQFK�FRPPRQ�DGYHUWLVLQJ�FDPSDLJQV��)URP�

the�travelers’�view,�the�airlines�are�offering�a�
EHWWHU�SURGXFW�RI�D�VHDPOHVV�MRXUQH\�WR�DOO�WKH�

GHVWLQDWLRQV� RI� WKH� QHWZRUN� �6FKlIHU�� �������

%\� EHFRPLQJ� D� PHPEHU� RI� WKH� DOOLDQFHV��

DLUOLQHV� FRXOG� HDUQ� PRUH� OR\DOW\� IURP� WKHLU�

FXVWRPHUV��+LJKHU�VZLWFKLQJ�FRVWV�JLYH�DLUOLQH�

DOOLDQFHV�FKDQFHV�WR�JDLQ�D�SUHPLXP�RQ�WKHLU�

Àights� and� become� more� effective� in� their�
UHVSRQVH� WKDQ� FRPSHWLWRUV�� 7KH� VKDULQJ� RI�

WRWDO� PDUNHWLQJ� FRVWV� IRU� D� ODUJH� QXPEHU� RI�

DLUOLQHV� LQ� WKH� DOOLDQFH� ORZHUV� WKH�PDUNHWLQJ�

DYHUDJH�FRVWV��+DQORQ��������

$LUOLQH� DOOLDQFH� KDV� DGYDQFHG� DQG� GLVWLQFW�

FKDUDFWHULVWLFV�� WKDW� DUH� H[SORLWHG� E\� MRLQW�

PDUNHWLQJ�DFWLYLWLHV�WR�PDQDJH�WKH�PDUNHWLQJ�

FR�RSHUDWLRQ� RI� WKH� ZKROH� DOOLDQFH�� -RLQW�
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PDUNHWLQJ� DFWLYLWLHV� RI� DQ� DOOLDQFH� FRQWURO�

its� member’s� joint� Frequent� Flyer� Program�
UHJLVWUDWLRQ�DQG�UHFRJQLWLRQ��PXWXDO�UHFRJQLWLRQ�

of� alliance�member’s� priority� status,� sharing�
RI� DLUSRUW� ORXQJHV�� ZLGH� PXOWLODWHUDO� FRGH�

VKDULQJ�� FRRUGLQDWHG� QHWZRUN� VFKHGXOH� DQG�

IDUH� VHWWLQJ�� 1HYHUWKHOHVV�� WKH� JRDO� RI� WKH�

DOOLDQFH� PDUNHWLQJ� LV� WR� SUHVHQW� D� VHDPOHVV�

WUDYHO�H[SHULHQFH�WR�WKH�FXVWRPHUV�DFURVV�WKH�

DOOLDQFH�FDUULHUV��2XP�HW�DO��������

$OOLDQFH�PHPEHUV�FRXOG�EXLOG�YDOXH� WR� WKHLU�

SDUWQHUV� LQ� WKH� DOOLDQFH� E\� LQWURGXFLQJ� WKHLU�

networks�of�Àight,�destination,�airport�lounge,�
OR\DOW\�SURJUDPV��MRLQW�DLUOLQH�RSHUDWLRQ��MRLQW�

PDUNHWLQJ�VWUDWHJ\��DQG�LQWHJUDWHG�LQIRUPDWLRQ�

WHFKQRORJ\�V\VWHP�WR�HQKDQFH�DLUOLQH�VHUYLFHV�

TXDOLW\� WR� WKHLU� FXVWRPHUV�� &RQYHUVHO\�� DQ�

DLUOLQH� FDQ� FUHDWH� YDOXH� WR� WKH� DOOLDQFH� E\�

introducing�its�own�Àight�network,�destination,�
WUDQVLW��NQRZOHGJH�DERXW�WKHLU�PDUNHW��DLUSRUW�

ORXQJH�� OR\DOW\� SURJUDP�� DQG� H[SHULHQFH� LQ�

GHDOLQJ�ZLWK�FXVWRPHU�FRPSODLQWV�DQG�JLYLQJ�

consumers’� experience.� Thus,� the� bene¿t�
offered�by�an�airline�alliance�to�its�members’�
SDVVHQJHUV�DUH�PXWXDO�

0DUNHW�SRZHU�DQG�&RPSHWLWLRQ

$OOLDQFHV� FDQ� EH� DQ� HIIHFWLYH� PHDQV� IRU�

DLUOLQHV� WR� JDLQ� PDUNHW� SRZHU� DQG� EHFRPH�

PRUH�FRPSHWLWLYH�LQ�WKH�PDUNHW��<RXVVHI�DQG�

+DQVHQ� ������� LQGLFDWH� WKDW� DOOLDQFHV� PD\�

FUHDWH�YLUWXDO�PRQRSROLHV�LQ�PDUNHWV�EHWZHHQ�

WKH�KXEV�RI�DOOLDQFH�SDUWQHUV��$OOLDQFH�KHOSV�LWV�

PHPEHUV�WR�UHGXFH�WKH�QXPEHU�RI�FRPSHWLWRUV�

LQ�WKH�ORQJ�KDXO�PDUNHW�DQG�JLYH�DLUOLQHV� WKH�

SRZHU�WR�FRQWURO�\LHOG�DQG�LQFUHDVH�SULFHV��7KLV�

PD\� EH� YHU\� HIIHFWLYH� IRU� SDUDOOHO� DOOLDQFHV��

VXFK�DV�WKH�DOOLDQFHV�EHWZHHQ�%ULWLVK�$LUZD\V�

DQG�$PHULFDQ�$LUOLQHV� EHFDXVH� WKH� QHWZRUN�

VL]H� LV� QRW� HQODUJHG� FRQVLGHUDEO\� DQG� WKH�

FRPSHWLWLRQ�RQ�WKH�URXWH�EHWZHHQ�/RQGRQ�DQG�

0LDPL��&KLFDJR�DQG�'DOODV�PD\�EH�UHGXFHG��

$FFRUGLQJ�WR�0DUWLQ�+ROW]�HW�DO���³WKH�DGGLWLRQ�

RI� WZR� FRPSOHPHQWDU\� QRQ� RYHUODSSLQJ�

QHWZRUNV�ZLOO�QRW�FUHDWH�PDUNHW�SRZHU�´�

7KH� JOREDO� DLUOLQH� DOOLDQFHV�� 6WDU� $OOLDQFH��

6N\7HDP�DQG�2QHZRUOG�FRXOG�VKLIW�WKH�QDWXUH�

RI�FRPSHWLWLRQ��IRU�LQVWDQFH��FRPSHWLWLRQ�GRHV�

QRW�RIWHQ�KDSSHQ�EHWZHHQ�$PHULFDQ�$LUOLQHV�

DQG�8QLWHG�$LUOLQHV�EXW�GRHV�KDSSHQ�EHWZHHQ�

6WDU� DQG�2QHZRUOG�� 7KH� LPSDFW� RI� DOOLDQFHV�

RQ� FRPSHWLWLRQ� LQ� WKH� DLUOLQH� LQGXVWU\� DOVR�

GHSHQGV�RQ�WKH�QDWXUH�RI�WKH�QHWZRUN�UHVXOWLQJ�

IURP� WKH� DOOLDQFHV�� 3DUWLFXODUO\�� DQ� DOOLDQFH�

FRXOG� FRQVLGHUDEO\� UHGXFH� FRPSHWLWLRQ� RQ�

RYHUODSSLQJ� QRQ�VWRS� DQG� FRQQHFWLQJ� URXWHV�

ZKHUH�DOOLDQFH�PHPEHUV�XVHG�WR�FRPSHWH�ZLWK�

HDFK�RWKHU��

����� (FRQRPLF� HIIHFWV� RI� DOOLDQFHV� IRU� WKH�

FRQVXPHUV

$OOLDQFHV�FUHDWH�PRUH�FKDQFHV�IRU�DLUOLQHV� LQ�

generating�economic�bene¿ts,�some�of�which�
PLJKW�EH�GHSHQGHQW�RQ�WKH�FORVHU�LQWHJUDWLRQ�

DWWDLQDEOH� RQO\� ZLWK� DQWLWUXVW� LPPXQLW\��

Those�bene¿ts�could�be�considered�from� the�
GHPDQG�VLGH��UHJDUGLQJ�WKH�IRUPDWLRQ�RI�QHZ�

RU� GHYHORSHG� DLU� VHUYLFH� WKURXJK� H[WHQGHG�

QHWZRUN� RU� VHDPOHVV� VHUYLFH�� RU� IURP� WKH�

VXSSO\�VLGH�� EDVLFDOO\� WKH� DELOLW\� WR� VXSSO\�

VLPLODU�VHUYLFHV�DW�ORZHU�FRVW�WDNLQJ�DGYDQWDJHV�

of� traf¿c� densities,� improved� utilization� of�
FDSDFLW\� DV� ZHOO� DV� UHGXFH� WUDQVDFWLRQ� FRVWV�

�,$7$�(FRQRPLFV���������$�QXPEHU�RI�WKRVH�

economic�bene¿ts�will�be�explained�in�more�
GHWDLO�EHORZ�

/RZHU�IDUHV�IRU�SDVVHQJHUV�

A� major� bene¿t� from� airline� alliances�
is� gained� by� customers� who� Ày� beyond�
LQWHUQDWLRQDO�KXEV�WR�DQG�IURP�VPDOO�FLWLHV��RQ�

WZR�DOOLDQFH�DLUOLQHV�GXULQJ�WKH�MRXUQH\��7KHUH�

are�widespread�recognition�of�the�bene¿ts� to�
WKH� LQWHUOLQH� FRPSRQHQW� RI� DQ� LQWHUQDWLRQDO�
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WULS��&KDQSD\RP���������

,I� WKH� FDUULHUV� SURYLGLQJ� VHUYLFH� IRU� WKRVH�

FXVWRPHUV�DUH�QRW�DOLJQHG��WKH�DLUIDUH� VHWWLQJ�

SURFHVV� LQYROYHV� HDFK� FR�RSHUDWLQJ� DLUOLQH�

LQGHSHQGHQWO\� VHWWLQJ� DLUIDUHV� RQ� WKH� SDUW� RI�

WKH� URXWH� WKDW� WKH\� RSHUDWH� ZLWK� WKHLU� RZQ�

DLUFUDIW��$LUOLQHV�VHW�DLUIDUHV�EDVHG�RQ�PDUNHW�

FRQGLWLRQV�WKURXJK�WKHLU�UHYHQXH�PDQDJHPHQW�

SURFHVV�� 7KLV� FRPSOLFDWHG� SURFHVV� ZDV�

H[SUHVVHG� LQ� UHVHDUFK� WR� EH� UHSUHVHQWHG� DV�

DLUOLQHV�ERWK�PD[LPL]LQJ�WKHLU�PDUN�XSV�EDVHG�

RQ�GHPDQG�LQ�WKHLU�VHJPHQWV��ZKLOH�LJQRULQJ�

the� negative� effect� on� the� others’� segments.�
,Q� UHVHDUFK�� WKLV� SULFH� HIIHFW� LV� PHQWLRQHG�

as� ‘horizontal� double� marginalization’.� At�
WKH� VDPH� WLPH�� LW� LQFUHDVHV� WKH� DLUIDUH� IRU�

passengers�and�reduces�airlines’�pro¿ts.�
3DVVHQJHUV�FDQ�FRPELQH�IDUHV�LQ�D�MRXUQH\�

PRUH�VLPSO\

Alliances’� non-price� bene¿ts� are� important�
DQG� XQGRXEWHG�� 1HZ� WUHQGV� LQ� SURGXFW�

GLIIHUHQWLDWLRQ� SODFH� VSHFLDO� LPSRUWDQFH� RQ�

WKHVH�HOHPHQWV�RI�FRPSHWLWLRQ��7KH�DSSOLFDWLRQV�

RI�WHFKQRORJ\�LQ�DLUIDUH�GLVWULEXWLRQ��LQFOXGLQJ�

WKH� LQWHUQHW�� JHQHUDOO\� OHDG� WR� WUDQVSDUHQW�

SULFHV� DQG� JLYH� ERWK� FRQVXPHUV� DQG� WUDYHO�

DJHQWV� ORZ� DLUIDUH� VHDUFK� WRROV�� 7KLV� UHVXOWV�

WR� WKH� FRPPRGLWL]DWLRQ� RI� DLU� WUDQVSRUW� WKDW�

passengers� may� consider� prices� as� a� ¿rst�
SULRULW\� LQ� VHOHFWLQJ� VHUYLFHV� RI� DQ� DLUOLQH��

<HW�� WKH� FRPELQDWLRQ� RI� DLUIDUH� WUDQVSDUHQF\�

and� airlines’� ability� to� set� immediate� price�
FKDQJHV� OHDG� WR� YHU\� KRPRJHQL]HG� SULFLQJ��

&RQVHTXHQWO\� DLUOLQHV� EHJLQ� WR� IRFXV� RQ�

WKHLU� SURGXFW� GLIIHUHQWLDWLRQ�� WR� FRPSHWH� RQ�

RWKHU�HOHPHQWV�WKDW�EULQJ�PXFK�YDOXH�WR�WKHLU�

FXVWRPHUV� VXFK� DV� LQFUHDVLQJ� IUHTXHQF\��

frequent�Àyer�programs,�better�Àight�timing�in�
RUGHU� WR� ORZHU� WRWDO� FRQQHFWLRQ� WLPH�� DLUSRUW�

ORXQJHV��DQG�XQEXQGOLQJ�H[WUD�VHUYLFHV��

$LUOLQHV�FDQ�RIIHU�SDVVHQJHUV�D�PXFK�ZLGHU�

UDQJH�RI�VFKHGXOHV�

&RRSHUDWLRQ� EHWZHHQ� PHPEHUV� LQ� WKH�

alliances�improve�Àight�schedules�with�more�
URXWH� IUHTXHQFLHV�� VHSDUDWLQJ� FRQFXUUHQW�

GHSDUWXUHV� WR� RIIHU� FXVWRPHUV� EHWWHU� RSWLRQV��

DQG�FRRUGLQDWLQJ�GHSDUWXUH�DQG�DUULYDO�WR�FXW�

GRZQ�RQ�FRQQHFWLQJ�WLPHV��$�FKDUDFWHULVWLF�RI�

FRPSHWLQJ�DLUOLQHV�LV�WR�FOXVWHU�VHUYLFHV�DURXQG�

WLPHV� RI� SHDN� GHPDQG�� 7KLV� FKDUDFWHULVWLF�

RI� WKH�PDUNHWSODFH�ZDV� VWXGLHG�E\�+RWHOOLQJ�

(1929)� who� observed� that� competing� ¿rms�
WU\�WR�PDNH�WKHLU�SURGXFWV�VLPLODU�LQ�RUGHU�WR�

H[SDQG�WKHLU�PDUNHW�VKDUH��&RPSHWLQJ�DLUOLQHV�

usually�operate�‘wingtip-to-wingtip’�Àights�to�
ful¿ll�their�own�traf¿c�capacity,�although�it�is�
not�ef¿cient�for�the�whole�market.�Immunized�
alliances� could� co-organize� Àight� times� and�
VFKHGXOHV� WR� DFKLHYH� WKH� ULJKW� FDSDFLW\� DW�

SHDN� VHDVRQV�� DQG� LQFUHDVH� GDLO\� GHSDUWXUHV�

more� regularly,� rather� than�Àying�concurrent�
FRPSHWLQJ� GHSDUWXUHV�� 'HSDUWXUH� DQG� DUULYDO�

WLPHV�FRXOG�EH�FRQWUROOHG�E\�WKH�DOOLHG�DLUOLQHV�

to� improve� connecting� itineraries’� elapsed�
WLPH��$GGLWLRQDOO\�� ULVLQJ� GHPDQG� FDXVHG� E\�

WKH�HQODUJHG�QHWZRUN�PLJKW�UHVXOW�LQ�LQFUHDVHG�

IUHTXHQF\�RQ�KXE�WR�KXE�URXWHV�DQG�VSRNH�WR�

KXE�URXWHV�ZKLFK�SURYLGHV�WKH�FXVWRPHUV�ZLWK�

PRUH�RSWLRQV��

��� (&2120,&� ())(&76� 2)�$,5/,1(�

0(5*(56

�����(FRQRPLF�HIIHFWV�RI�PHUJHUV�IRU�WKH�DLUOLQHV

0DUNHW�SRZHU

Market�power�in�the�airline�industry�is�de¿ned�
DV� WKH�DELOLW\�RI�DQ� DLUOLQH� WR�FKDUJH� DLUIDUHV�

pro¿tably� above� the� competitive� level� for� a�
FHUWDLQ�SHULRG�RI�WLPH��$Q�DLUOLQH�PHUJHU�RIWHQ�

OHDGV�WR�WKH�ORVV�RI�D�GLUHFW�FRPSHWLWRU�LQ�WKH�

DLUOLQH�PDUNHW�DQG�LV�VXVSLFLRXV�RI�H[WHQGLQJ�

WKH� PDUNHW� SRZHU� RI� PHUJLQJ� SDUWLHV�
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UHVXOWLQJ� LQ� IXUWKHU� GHFUHDVH� LQ� RXWSXW� DQG�

LQFUHDVHV�LQ�SULFH��ZKLFK�LPSHGHV�SDVVHQJHUV�

�+�VFKHOUDWK� DQG� 0�OOHU�� ������� 7KH� PDLQ�

UHDVRQV� RI� WKH� DLUIDUH� VL]HV� LQFUHDVH� DIWHU�

PHUJLQJ� DUH� H[SODLQHG� E\� ROLJRSRO\� WKHRU\��

)RU� H[DPSOH�� LQ� WKH� FDVH� RI� &RXUQRW� PRGHO�

ZLWK� KRPRJHQHRXV� SURGXFWV�� WKH� SHUFHQWDJH�

RI� SRVW�PHUJHU� DLUIDUH� LQFUHDVH� LV� D� IXQFWLRQ�

RI� PDUNHW� FRQFHQWUDWLRQ�� VKRZQ� E\� PDUNHW�

VKDUHV� RU�PDUNHW� GHPDQG� HODVWLFLW\� �:HUGHQ�

DQG� )URHE�� ������� 5HJDUGLQJ� GLIIHUHQWLDWHG�

SURGXFWV�� %HUWUDQG� PRGHOV� RIWHQ� SURYLGH� D�

EHWWHU�H[SODQDWLRQ�WR�WKH�QDWXUH�RI�FRPSHWLWLYH�

LQWHUDFWLRQ��,Q�D�VLPSOH�GLIIHUHQWLDWHG�%HUWUDQG�

PRGHO��WKH�ULVH�LQ�SULFH�SRVW�PHUJHU�GHSHQGV�

RQ� �� WKH� SUH�PHUJHU� SULFH�FRVW� PDUJLQ� �� D�

PHDVXUH�RI� WKH�GHJUHH�RI�PDUNHW�SRZHU�SUH�

PHUJHU� ��DQG� WKH�GLYHUVLRQ�UDWLR� �� D�PHDVXUH�

RI�KRZ�FORVH�WZR�SURGXFWV�DUH�LQ�WKH�SURGXFW�

VSDFH�DQG�WKHUHIRUH�KRZ�LQWHQVH�FRPSHWLWLRQ�

LV�EHWZHHQ�WKHVH�WZR�SURGXFWV����+�VFKHOUDWK�

DQG�0�OOHU��������

Ef¿ciencies
*DLQLQJ�PDUNHW�SRZHU�FRXOG�EH�DQ�LPSRUWDQW�

UDWLRQDOH� IRU� PHUJHUV�� KRZHYHU�� DLUOLQH�

usually� justi¿es� its� merger� objective� with�
the� achievement� of� merger� ef¿ciencies.�
The� achievement� of� ef¿ciency� is� different�
UHJDUGLQJ� WKH� WLPH� ZLQGRZ� WKDW� WKH\� DUH�

SODQQHG� WR� PDWHULDOL]H�� 8QGHU� WKH� WRWDO�

ZHOIDUH�VWDQGDUG��DOO�WKH�PHUJHUV�WKDW�UHVXOW�WR�

D�SRVW�PHUJHU�DLUIDUH�LQFUHDVH�ZRXOG�GHFUHDVH�

WRWDO�ZHOIDUH�E\� WKH�VL]H�RI�GHDGZHLJKW� ORVV��

1HYHUWKHOHVV��RQFH�WKH�DFKLHYHPHQW�RI�PHUJHU�

speci¿c�ef¿ciencies�allows�the�merged�entity�
WR� UHGXFH� FRVW�� WKH� FRQVHTXHQWLDO� LQFUHDVH�

of� producers’� surplus� need� to� be� traded� off�
against� the�deadweight� loss.�If�the�ef¿ciency�
LV� ELJ� HQRXJK�� WRWDO� ZHOIDUH� LQFUHDVHV� SRVW�

PHUJHU�

$PLU�HW�DO���������GHPRQVWUDWHG�LQ�D�&RXUQRW�

PRGHO� WKDW� ³DLUOLQHV� KDYH� DQ� LQFHQWLYH� WR�

overestimate� the�achieved� ef¿ciencies� in� the�
PHUJHU� UHJDUGLQJ�ERWK� WKH�DQWLWUXVW� DXWKRULW\�

DQG�ULYDOV�´7KXV��WKH\�FRQFOXGHG�WKDW�DQWLWUXVW�

DXWKRULWLHV� KDYH� WR� EH� VWULFW� ZKHQ� DFFHSWLQJ�

FRVW�UHGXFLQJ� DUJXPHQWV� EHFDXVH� WKHUH� LV�

likelihood� that� the� estimated� ef¿ciencies� are�
PXFK�VPDOOHU�RU�HYHQ�GR�QRW�H[LVW�ZKLFK�FRXOG�

FDXVH�KLJKHU�DLUIDUHV�LQ�WKH�SRVW�PHUJHU�FDVHV��

(QWU\

Post-merger�entry�is�a�signi¿cant�market�power�
PLWLJDWLQJ� IDFWRU� EHFDXVH� LW� UDLVHV� WKH� HQWU\�

EDUULHUV� IRU� WKH�QHZ�HQWUDQWV��7KRXJK�PDUNHW�

FRQFHQWUDWLRQ� LV� UDWKHU� KLJK�� LQFXPEHQWV�

PLJKW�QRW�SRVVLEOH� WR� H[HUFLVH�PDUNHW�SRZHU�

SURYLGLQJ�SRWHQWLDO�HQWUDQWV�FDQ�VWDUW�SURGXFLQJ�

VXEVWLWXWHV� HDVLO\�� )URHE� DQG�:HUGHQ� �������

VWXGLHG�WKH�LPSDFWV�RI�HQWU\�LQGXFH�WR�DQWLWUXVW�

SROLFLHV�� ,W�ZDV� IRXQG� WKDW� DLUOLQHV�RQO\�KDYH�

D�PRWLYDWLRQ�WR�PHUJH�LI�WKH\�ORRN�IRUZDUG�WR�

important�ef¿ciencies�created�by�the�merger�or�
WKH\�DFNQRZOHGJH�H[WHQVLYH�HQWU\�EDUULHU�WKDW�

DOORZV�WKHP�WR�FKDUJH�KLJK�FRPSHWLWLYH�DLUIDUHV�

SRVW�PHUJHU��7KH\� FDPH� WR� D�FRQFOXVLRQ� WKDW�

DQWLWUXVW�DXWKRULW\�PXVW�EH�VNHSWLFDO�WR�SUHYHQW�

mergers’� anti-competitive� effect.� Since� they�
UHGXFH� WKH� SRVVLELOLW\� RI� SRVW�PHUJHU� HQWU\��

the� cost-saving’s� bene¿cial� effect� passed� on�
WR� FRQVXPHUV� LV� QRW� VWURQJ� HQRXJK� WR� RYHU�

FRPSHQVDWH� WKH� QHJDWLYH� HIIHFW� RQ� FRQVXPHU�

ZHOIDUH�� :KHQ� VWXGLHG� WKH� UHODWLRQVKLS�

between� entry� and� merger� ef¿ciencies� in� a�
Cournot�model,�Spector� found�that�pro¿table�
&RXUQRW�PHUJHUV�WKDW�IDLO�WR�JHQHUDWH�V\QHUJLHV�

ZLOO� UHGXFH� FRQVXPHU�ZHOIDUH� LUUHVSHFWLYH� RI�

HQWU\�FRQGLWLRQV�6SHFWRU���������+H�FDPH�WR�D�

FRQFOXVLRQ�WKDW�VXFK�PHUJHUV�PXVW�EH�EORFNHG�

ZLWKRXW� FRQVLGHUDWLRQ� RI� WKH� UROH� RI� SRVW�

PHUJHU�HQWU\��
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����� (FRQRPLF� HIIHFWV� RI� PHUJHUV� IRU� WKH�

FRQVXPHUV

7KH� HIIHFWV� RI� FRPSHWLWLRQ� DQG� PHUJHUV� RQ�

FRQVXPHU�ZHOIDUH�KDYH� EHHQ� LQYHVWLJDWHG�E\�

D� QXPEHU� RI� VFKRODUV��%UXHFNQHU� DQG�6SLOOHU�

������� GLIIHUHQWLDWH� EHWZHHQ� FRPSHWLWLRQ�

LQ� WKUHH� GLIIHUHQW� KXE�DQG�VSRNH� URXWH�

VWUXFWXUHV� DQG� LQYHVWLJDWH� WKH� LPSOLFDWLRQV�

for� competition� and� mergers� on� traf¿c� and�
IDUHV�� 7KH� DXWKRUV� IRXQG� WKDW� FRPSHWLWLRQ�

is�not� necessarily� bene¿cial� as� soon� as� both�
WKH� HIIHFWV� RQ� KXE�WR�KXE� DQG� KXE�WR�VSRNH�

URXWHV�DUH�WDNHQ�LQWR�DFFRXQW��%LWWOLQJPD\HU��

�������$V�DQ�LQFUHDVH�LQ�FRPSHWLWLRQ�LV�OLNHO\�

to� reduce� traf¿c� for� the� incumbent� airlines�
RQ� WKDW� URXWH�� FRVW� FRPSOHPHQWDULWLHV� DQG�

economies� of� traf¿c� density� are� reduced�
SRVVLEO\�FDXVLQJ� LQFUHDVHV� LQ�PDUJLQDO� FRVWV�

DQG� WKHUHIRUH� SULFHV� RQ� FRPSOHPHQWDU\�

routes� of� the� network.�Whether� the� bene¿ts�
RI� DGGLWLRQDO� FRPSHWLWLRQ� RYHUWRS� WKHVH�

FRVW� LQFUHDVHV�� GHSHQGV� RQ� WKH� GHPDQG� DQG�

FRVW� FKDUDFWHULVWLFV� RI� WKH� UHVSHFWLYH� URXWHV��

7KHUHIRUH�� PHUJHUV� FDQQRW� EH� FRQVLGHUHG� DV�

JHQHUDOO\� FRQVXPHU�ZHOIDUH� UHGXFLQJ�� DV� WKH�

FRVWV�RI�D� UHGXFWLRQ�LQ�FRPSHWLWLRQ�PLJKW�EH�

overtopped�by�additional�ef¿ciencies�created�
E\�WKH�ODUJHU�QHWZRUN�RSHUDWHG�E\�WKH�PHUJHG�

HQWLW\��

$OWKRXJK� DQ\� LQYHVWLJDWLRQ� RI� WKH� FRQVXPHU�

ZHOIDUH� HIIHFWV� RI� D� PHUJHU� KDV� WR� FRQVLGHU�

PDUNHW� SULFH� DV� D� NH\� YDULDEOH�� LW� LV� HTXDOO\�

XQGLVSXWHG� WKDW� DGGLWLRQDO� VHUYLFH�UHODWHG�

variables� might� also� inÀuence� consumer�
ZHOIDUH�� %DLOH\� DQG� /LX� ������� VWXGLHG� WKH�

HIIHFWV� RI� DLUOLQH� FRQVROLGDWLRQ� RQ� SULFH�

DQGVHUYLFH�PHDVXUHG� E\� VFRSH� RI� RSHUDWLRQV�

RU� QHWZRUN� GHQVLW\�� 7KH\� DVVXPH� WKDW�

FRQVXPHUV� SUHIHU� ODUJHU� DLUOLQH� QHWZRUNV� DV�

WKH\� EDVLFDOO\� DOORZ� WKHP� WR� UHDFK� D� KLJKHU�

QXPEHU�RI�GHVWLQDWLRQV�ZLWK�D�KLJKHU�OHYHO�RI�

FRQYHQLHQFH�LQ�D�VKRUWHU�DPRXQW�RI�WLPH��,Q�D�

WZR�VWDJH�PRGHO�ZLWK�RSHQ�HQWU\�� WKH\� VKRZ�

WKDW� WKH� VHUYLFH�HQKDQFLQJ� HIIHFWV� RI� IXUWKHU�

FRQVROLGDWLRQ�PD\�LQGHHG�RXWZHLJK�WKH�SULFH�

LQFUHDVLQJ�HIIHFWV�RI�D�UHGXFWLRQ�LQ�WKH�QXPEHU�

RI� HIIHFWLYH� FRPSHWLWRUV�� 5LFKDUG� �������

concentrates�on�Àight�frequency�as�a�service-
UHODWHG�GULYHU�RI�FRQVXPHU�ZHOIDUH�LQ�DQRWKHU�

research.�Based�on�a�model�of�¿rms’�decisions�
which�endogenizes�Àight�frequency,�the�results�
RI� YDULRXV� VLPXODWLRQ� H[HUFLVHV� VXJJHVW� WKDW�

DOWKRXJK�D�PHUJHU�W\SLFDOO\�FDXVHV�GHFUHDVHV�

LQ� SDVVHQJHU� YROXPH� DQG� FRQVXPHU� VXUSOXV��

VRPH�PDUNHWV�VKRZ�QHW�ZHOIDUH�JDLQV�DV�VRRQ�

as�merger�induced�changes�in�Àight�frequency�
DUH�LQFOXGHG�LQWR�WKH�ZHOIDUH�DVVHVVPHQW�

+�VFKHOUDWK� DQG� 0�OOHU� ������� VWXG\� WKH�

FRQVXPHU�ZHOIDUH�HIIHFWV�RI�PHUJHUV�LQ�DLUOLQH�

networks�basing�on�the�background�of�¿ve�large�
PHUJHUV�LQ�WKH�86��$PHULFDQ�$LUOLQHV���7UDQV�

:RUOG� $LUOLQHV� �������� $PHULFD� :HVW� �� 86�

$LUZD\V� ��������'HOWD�$LU�/LQHV� ��1RUWKZHVW�

$LUOLQHV���������8QLWHG�$LUOLQHV���&RQWLQHQWDO�

$LUOLQHV� ������� DQG� 6RXWKZHVW� $LUOLQHV� DQG�

$LU7UDQ�$LUZD\V����������7KHLU�HVWLPDWLRQ�RQ�

WKH� URXWH�FDUULHU� OHYHO� VKRZV� WKDW�� DFURVV� DOO�

URXWH�W\SHV��WZR�\HDUV�DIWHU�LWV�FRPSOHWLRQ��WKH�

PHUJHU� OHG� WR� ���� SHUFHQW� KLJKHU� SULFHV� WKDQ�

REVHUYHG� RQ� WKH� FRPSDUDWRU� URXWHV� RYHU� WKH�

VDPH�WLPH�IUDPH��7KHLU�DQDO\VLV�DOVR�UHYHDOHG�

WKDW�DYHUDJH�SULFHV�RI�WKH�PHUJLQJ�SDUWLHV�DQG�

their� competitors� do� not� differ� signi¿cantly�
IURP�HDFK�RWKHU��WKLV�LV�IRXQG�WR�EH�WUXH�IRU�ERWK�

SULFH�LQFUHDVHV�DQG�SULFH�GHFUHDVHV�SRVW�PHUJHU��

5HJDUGLQJ� WR� WKH� RYHUDOO� FRQVXPHU� ZHOIDUH�

HIIHFWV�RI�WKH�PHUJHU��WKHLU�HVWLPDWLRQ�UHVXOWV�RQ�

WKH�VXUIDFH�VXJJHVW�WKDW�WKH�PHUJHU�PLJKW�KDYH�

EHHQ� DQWLFRPSHWLWLYH� DV� LW� OHG� WR� VXEVWDQWLDO�

SULFH�LQFUHDVHV�LQ� WZR�URXWH�FDWHJRULHV�DQG�WR�

SULFH�GHFUHDVHV�LQ�RQO\�RQH�FDWHJRU\��+RZHYHU��

WDNLQJ�WKH�QXPEHU�RI�SDVVHQJHUV�WUDYHOLQJ�LQ�WKH�
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UHVSHFWLYH�FDWHJRULHV�LQWR�DFFRXQW�UHYHDOHG�WKDW�

RQO\�DERXW����SHUFHQW�RI�WKH�RYHUDOO�QXPEHU�RI�

SDVVHQJHUV�LQ�WKH�WZR�\HDU�SHULRG�IROORZLQJ�WKH�

PHUJHU�WUDYHOOHG�LQ�PDUNHWV�ZKLFK�H[SHULHQFHG�

D�SULFH�LQFUHDVH�SRVW�PHUJHU��)RU�WKH�PDMRULW\�RI�

SDVVHQJHUV��WKH�PHUJHU�HLWKHU�OHG�WR�VXEVWDQWLDO�

price�reductions�or�had�no�signi¿cant�effect�on�
DYHUDJH�SULFHV��+�VFKHOUDWK�DQG�0�OOHU��������

��� 0(5*(56� $1'� $//,$1&(6��

&203/(0(17$5<�$1'�5,9$/�)2506�

2)�&223(5$7,21

����� 'LIIHUHQFHV� EHWZHHQ� PHUJHUV� DQG�

DOOLDQFHV

,I�DLUOLQHV�WU\�WR�JHW�HFRQRPLHV�RI�VFDOH�IURP�

LQWHJUDWLRQ�� D� PHUJHU� ZLOO� SURYLGH� PRUH�

UDWLRQDOL]DWLRQ� WKDQ�DQ�DOOLDQFH��7KH�SODQQHG�

PHUJHU�DLPV�WR�WDNH�WKH�UDWLRQDOL]DWLRQ�SURFHVV�

further,�¿nish�inef¿cient�facility�or�reorganize�
WKH�SURGXFW�OLQH�PRUH�FRQVLVWHQWO\��

7KH� PDLQ� GLIIHUHQFH� EHWZHHQ� PHUJHUV� DQG�

DOOLDQFHV� LV� WKDW� FROODERUDWLRQ� LQ� DQ� DOOLDQFH�

ZLOO� EH� OLPLWHG� LQ� HIIHFWLYHQHVV� DQG� VFRSH�

by� two� factors:� (a)�All� decisions� have� to� be�
PDGH� E\�FRQVHQVXV� DPRQJ� WKH�SDUWQHUV�� DQG�

�E��DOOLDQFHV�DUH�WUDQVLHQW�LQ�QDWXUH�DQG�PXVW�

UHPDLQ� UHYHUVLEOH� �&KDQJ� DQG� +VX�� �������

6LQFH� WKH\� DUH� SODFHG� XQGHU� WKH� FRQFXUUHQW�

DXWKRULW\�RI�PDQ\�SDUWQHUV��DOOLDQFHV�PD\�OHDG�

WR� QHDUO\� HYHUODVWLQJ� URXQGV� RI� QHJRWLDWLRQV�

�*DUHWWH� DQG� 'XVVDXJH�� ������� 'LIIHUHQFHV�

DERXW� GHFLVLRQ� WR� EH� PDGH� ZLWKLQ� WKH�

framework� of� newly�merged�¿rms� could� be�
decided� by� the� acquiring� ¿rm’s� managerial�
ERDUG�� 1HYHUWKHOHVV�� RQH� RI� WKH� SDUWLHV� LQ�

DQ� DOOLDQFH� FRXOG� QRW� IRUFH� RWKHU� PHPEHUV�

to� agree� any� speci¿c� solution� without� an�
DJUHHPHQW��

$LUOLQH� DOOLDQFHV� KDYH� DQRWKHU� FKDUDFWHULVWLF�

WKDW� LV� WHPSRUDU\� LQ� QDWXUH�� ,W� LV� SRVVLEOH� WR�

WHUPLQDWH� DQ� DOOLDQFH� ZLWKRXW� SXWWLQJ� LWV�

partners� at� risk.� One� important� justi¿cation�
IRU� FKRRVLQJ� DOOLDQFHV� UDWKHU� WKDQ� RWKHU�

SHUPDQHQW� IRUPV� RI� LQWHJUDWLRQ� LV� WKDW� WKH\�

could�be�undone�very�without�dif¿culty.�
One� of� the� main� dif¿culties� for� mergers�
LV� WKH� SRVW�PHUJHU� SHULRG�� $OOLDQFHV� WU\� WR�

DYRLG� WKH� RUJDQL]DWLRQDO� DQG� FXOWXUDO� VKRFN�

WKDW�RIWHQ�DSSHDU�LQ�WKH�SRVW�PHUJHU�SURFHVV��

$� ODUJH�QXPEHU� RI� LQWHJUDWLRQ�SUREOHPV� WKDW�

XQDYRLGDEO\� DULVH� DIWHU� D�PHUJHU�PHDQV� WKDW�

7DEOH����$GYDQWDJHV�DQG�GLVDGYDQWDJHV�RI�PHUJHUV�DQG�DOOLDQFHV

0HUJHUV $OOLDQFHV

$GYDQWDJHV 'LVDGYDQWDJHV $GYDQWDJHV 'LVDGYDQWDJHV

•�Full�integration�of�
QHWZRUN�

•�Control�of�partner
•�Concentration�on�
pro¿table�routes�
•�Cost�savings�
•�Rapid�decision�
PDNLQJ�

•�Dif¿culties�in�
SRVW�PHUJHU�LQWHJUDWLRQ�

•�Antitrust�restrictions�
•�Need�capital�for�
SXUFKDVH�

•�High�risk�

•�Undone�relatively�
HDVLO\�

•�Easier�to�¿nd�a�partner�
•�Low�risk�

•�Consensual�
GHFLVLRQ�PDNLQJ�

SURFHVV�WDNHV�ORQJHU

•�Must�remain�reversible�
•�Partners’�goals�may�
EH�GLIIHUHQW�

•�Cannot�force�partners�to�accept�
DQ\�SDUWLFXODU�VROXWLRQ�

•�Partners�might�be�
SXUFKDVHG�E\�D�ULYDO

6RXUFH��+DQORQ������
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WKH� PHUJHG� DLUOLQHV� VKRXOG� EH� ZHOO�SUHSDUHG�

IRU� GLVWUDFWLRQ� IURP� SHUIRUPDQFH� DQG� WKH�

WULJJHULQJ� RI� XQSUHGLFWHG� OD\�RIIV� EHFDXVH�

VHSDUDWH� RUJDQL]DWLRQV� MRLQ� LQWR� RQH� �0DUNV�

DQG�0LUYLV��������

$QRWKHU�PDLQ�LQFRQYHQLHQFH�RI�PHUJHU�LV�WKDW�

LW� QHHGV� FDSLWDO� WR� LQYHVW� DQG� VRPHWLPHV� LV� D�

ULVN\�LQYHVWPHQW��:KHQ�WKH�SDUWQHU�DLUOLQHV�JHW�

into�¿nancial�dif¿culties,�it�apparently�reduces�
WKH�PDUNHW�YDOXH�RI�WKH�VWDNH�DQG�LI�WKH�SDUWQHUV�

GHFODUH� EDQNUXSWF\� DQG� FHDVHV� RSHUDWLRQ�� WKH�

LQYHVWPHQW�KDV�WR�EH�JLYHQ�XS�IRU�ORVW�DOWRJHWKHU��

7KH�GLIIHUHQFHV�EHWZHHQ�DOOLDQFHV�DQG�PHUJHUV�

FRXOG�EH�IRXQG�LQ�WDEOH����

������6\QHUJLHV�*HQHUDWHG�5HVSHFWLYHO\�E\�

0HUJHUV�DQG�$OOLDQFHV

,Q� WKLV� SDUW� WKH� PHUJHUV� DQG� DOOLDQFHV� ZLOO�

EH� FRPSDUHG� E\� ORRNLQJ� LQWR� WKHLU� DELOLW\� WR�

JHQHUDWH�V\QHUJLHV�IRU�DLUOLQHV��7KH�DELOLW\�WR�

UHDOL]H�V\QHUJLHV�ZLOO�EH�DQDO\]HG�LQ�GHWDLO�RI�

three�areas�of�the�airline�industry:
•� 0DUNHW�HQWU\�DQG�QHWZRUN�H[SDQVLRQ

•� 1HWZRUN�LQWHJUDWLRQ

•� ,GHQWLW\�DQG�LQWHJUDWLRQ

0DUNHW�(QWU\�	�1HWZRUN�([SDQVLRQ

,Q�WKH�DLUOLQH�LQGXVWU\�DQ�LPSRUWDQW�DGYDQWDJH�

IRU� WKH� DLUOLQHV� RYHU� FRPSHWLWRUV� LV� WR� EH�

SUHVHQWHG�RQ�PDQ\�PDUNHWV��$OWKRXJK�KDYLQJ�

QXPHURXV�GHVWLQDWLRQV�LV�KLJKO\�GHPDQGHG�E\�

customers,�the�airlines�face�dif¿culty�to�meet�
WKLV�UHTXLUHPHQW�EHFDXVH�RI�WKH�QDWLRQDO�ODZV�

DQG�WKH�ELODWHUDO�V\VWHPV��7KH�UHJXODWLRQ�DQG�

OLPLWDWLRQ�IRU�DLUOLQH�PHUJHUV�RQ�LQWHUQDWLRQDO�

OHYHO�DUH�VWULFWHU�WKDQ�IRU�DOOLDQFHV��

%HVLGH� OHJDO� EDUULHUV�� WKHUH� DUH� GLIIHUHQW�

XQFHUWDLQWLHV� WKDW� DLUOLQHV� VKRXOG� WDNH� LQWR�

DFFRXQW�EHIRUH�MRLQLQJ�D�QHZ�PDUNHW��$OWKRXJK�

DQ�DLUOLQH�FRXOG�VXFFHHG�LQ�LWV�KRPH�PDUNHW��LW�

VKRXOG�QRW�DSSO\�LWV�FXUUHQW�VWUDWHJLHV�WR�RWKHU�

FXOWXUHV� RU�JHRJUDSKLFDO� UHJLRQV�� ,Q�RUGHU� WR�

DYRLG�WKH�ULVN��DLUOLQHV�FRXOG�FRRSHUDWH�ZLWK�D�

successful�experienced�local�¿rm.�If�the�new�
PDUNHW� LV� YHU\� JHRJUDSKLFDOO\� IDU� DZD\� DQG�

FXOWXUDOO\� GLIIHUHQW� IURP� WKH� KRPH� PDUNHW��

DQ�DOOLDQFH�ZRXOG�EH�WKH�SUHIHUDEOH�VLQFH�WKH�

LQH[SHULHQFH�RI�WKH�EX\HUV�LQ�FDVH�RI�D�PHUJHU�

PD\�UHVXOW�WR�KLJK�LQWHJUDWLRQ�FRVWV��,Q�VRPH�

FDVHV��LW�LV�PXFK�EHWWHU�WR�JLYH�WKH�PDQDJHPHQW�

RI�WKH�FRRSHUDWLRQ�WR�WKH�ORFDO�SDUWQHUV�ZLWKLQ�

DQ�DOOLDQFH��5HXHU��������

$� VHFRQG� VLWXDWLRQ� FRXOG� EH� WKDW� DLUOLQHV�

DOUHDG\�KDYH�H[SHULHQFH�LQ�WKH�QHZ�PDUNHW��,Q�

WKHVH� FDVHV�� WKH� LQWHJUDWLRQ� FRVW� IRU�PHUJHUV�

FRXOG� EHFRPH� PXFK� ORZHU�� +RZHYHU�� WKH�

H[LVWLQJ� H[SHULHQFH� SURYHV� WKDW� WKH� DLUOLQH�

ZDV� RSHUDWLQJ� LQ� VXFK� PDUNHW�� VR� WKH� WHUP�

PDUNHW�HQWU\� LV�QRW�VXLWDEOH� LQ� WKLV�VLWXDWLRQ��

$FFRUGLQJ� WR� 'RXNDV� DQG� 7UDYRV� �������� D�

PHUJHU� RQO\� FUHDWHV� SRVLWLYH� HFRQRPLHV� RI�

VFDOH�LI�WKH�EX\HU�ZDV�QRW�DFWLYH�EHIRUH�LQ�LWV�

partner’s� market.� Hence,� it� is� uncertain� that�
D� PHUJHU� ZLWK� FRPSHWLWRUV� FRXOG� DFWXDOO\�

improve�the�buyer’s�competitive�position�in�a�
GLIIHUHQW�PDUNHW�DV�LW�H[SHFWHG�

0HDQZKLOH��MRLQLQJ�LQWR�DQ�DOOLDQFH��PHPEHUV�

FRXOG� WDNH� IXOO� DGYDQWDJHV� IURP� D� JOREDO�

QHWZRUN� VR� WKDW� WKH\� GR� QRW� KDYH� WR� LQYHVW�

WKHPVHOYHV� �,DWURX� 	� $ODPGDUL�� ������� $�

SRVLWLYH� HIIHFW� IRU� SDVVHQJHUV� RFFXUV� ZKHQ�

alliance� members� combine� their� traf¿c�
DQG� KHQFH� FRXOG� FRQWLQXH� WR� RSHUDWH� LQ�

XQDWWUDFWLYH� URXWHV� ZKLFK� KDYH� ORZ� GHPDQG�

IURP� SDVVHQJHUV�� 0HDQZKLOH� LQ� D� PHUJHU�

FDVH�� DLUOLQHV� H[SHFW� WR� FDQFHO� WKHVH� URXWHV�

from� the� Àight� plans.�Another� difference� in�
WKLV�VLWXDWLRQ�LV�WKDW�D�PHUJHU�ZRXOG�LQFUHDVH�

the�airlines’�network�as�well�as�the�company�
VL]H�EXW�LQ�DQ�DOOLDQFH��DOWKRXJK�WKH�QHWZRUN�

LV� H[WHQGHG� WKH� VL]H� RI� WKH� FRPSDQ\� VWLOO�

VWD\V�WKH�VDPH��6R�WKH�DLUOLQH�KDYH�WR�GHFLGH�
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ZKHWKHU�LW�ZDQWV�WR�LQFUHDVH�FRPSDQ\�VL]H�RU�

QRW��,Q� WKH�FDVH� WKDW�WKH�DLUOLQH�KDV�DFKLHYHG�

the�minimum�ef¿cient� scale,� a�merger� could�
cause�pro¿ts�to�fall�and�prevent�the�company�
from� the�pro¿t�maximizing�output� (Besanko�
HW�DO��������

1HWZRUN� LQWHJUDWLRQ� ±� &RGH� 6KDULQJ��

2SWLPL]DWLRQ� RI� )OLJKW� 3ODQV� 	�$QWLWUXVW�

,PPXQLW\

7R�HQWHU�D�QHZ�PDUNHW�DQ�DLUOLQH�QRW�RQO\�KDV�

WR�DWWUDFW�PRUH�FXVWRPHUV�E\�SHUVXDGLQJ�WKHP�

RI�WKH�JRRG�VHUYLFH�TXDOLW\�EXW�DOVR�RIIHU�WKHP�

more�Àight�route�options.�To�offer�reasonable�
FRQQHFWLRQV� LW� LV� HVVHQWLDO� WR� MRLQ� ZLWK� WKH�

partner’s�Àight�plans�and�network�integration.�
,Q�PHUJHU�FDVHV��DOO� WKH�DGYDQWDJHV�PLJKW�EH�

UHDOL]HG� DQG�ZLOO� DOORZ� WKH� DLUOLQHV� WR� DYRLG�

GRXEOH�URXWHV�DQG�MRLQWO\�VHW�DLUIDUHV�IRU�WKHLU�

FRGH� VKDUH� URXWHV� �,DWURX� 	� 2UHWWL�� �������

3DUWQHUV�RXJKW�WR�PHUJH�DQ�LPSRUWDQW�DPRXQW�

of�traf¿c�routes�in�order�to�realize�a�maximum�
RI� FRVW� UHGXFLQJ� V\QHUJLHV��2Q� WKH� FRQWUDU\��

DQ�DOOLDQFH�VKRXOG�EH�IRXQGHG�IURP�PHPEHUV�

ZKR� KDYH� OLWWOH� RYHUODS� LQ� WKHLU� QHWZRUNV� WR�

LPSURYH� UHYHQXH� HQKDQFLQJ� V\QHUJLHV�� )RU�

WKH� QHWZRUN� LQWHJUDWLRQ� SURFHVV�� DOOLDQFH�

PHPEHUV�QHHG�WR�XVH�WKH�FRGH�VKDULQJ�V\VWHP��

%XW� WKDW� LV� QRW� HQRXJK�� $OOLDQFH� PHPEHUV�

FRXOG� LQWHJUDWH� WKHLU� QHWZRUNV� WR� D� FHUWDLQ�

H[WHQG�ZLWK�FRGH�VKDULQJ��EXW�WKH\�FRXOG�QRW�

VHW�D�FRPPRQ�DLUIDUH�IRU�WKH�ZKROH�URXWH��7KDW�

PHDQV�DOO�WKH�DOOLDQFH�SDUWQHUV�KDYH�WR�VHW�IDUH�

IRU�D�SDUW�RI�WKH�URXWH�ZKHUH�WKH\�DUH�RSHUDWLQJ�

VHSDUDWHO\�DQG� WKHQ�DGG�XS� WR�WKH� WRWDO� URXWH�

IDUH�� &RQVHTXHQWO\�� GRXEOH� PDUJLQDOL]DWLRQ�

ZLOO�RFFXU�DQG�UDLVH�WKH�SULFH�RYHU�FRPSHWLWRUV��

FDXVLQJ� WKH� GHFOLQH� RI� SDVVHQJHU� DPRXQW�

�,DWURX�	�2UHWWL���������$OOLDQFHV�PXVW� VHHN�

IRU� DQWLWUXVW� LPPXQLW\� ZLWK� WKH� UHOHYDQW�

QDWLRQDO�DXWKRULW\�LQ�RUGHU�WR�DYRLG�WKLV�ULVN��

)XUWKHU�FRRUGLQDWLRQ�RI�WKH�FRPPRQ�QHWZRUN�

FRXOG�EH�UHDOL]HG�E\�DVVLJQLQJ�D�IHHGHU�UROH�WR�

VPDOO�SDUWQHUV�LQ�WKH�QHWZRUN��6XFK�VWUDWHJLHV�

RIWHQ�ZRUN�EHVW�LQ�WKH�PHUJHU�ZKHUH�WKH�EX\HU�

LV�PXFK�ELJJHU�WKDQ�WKH�WDUJHW�DLUOLQH��,Q�WKLV�

case,� the� buyer� could� allocate� the� ¿rm� to� a�
IHHGHU�UROH��:LWK�WKH�SDUWQHU�LQ�WKH�LQWHJUDWLRQ�

ZKR�KDV�VDPH�VL]H��DOPRVW�DOO�RI�WKH�GHFLVLRQV�

PXVW� EH�PDGH� WRJHWKHU�� 6R� LW� KDSSHQV� WR� EH�

VR�FRPSOLFDWHG� WR�SHUVXDGH�D�SDUWQHU� WR� WDNH�

WKH� IHHGHU� UROH�� 7KH� VDPH� VLWXDWLRQ� DOVR�

KDSSHQV�WR�DOOLDQFH�SDUWQHUV�WKRXJK�WKH\�KDYH�

GLIIHUHQW�VL]HV�EHFDXVH�RI�WKHLU�HFRQRPLF�DQG�

OHJDO� LQGHSHQGHQFH�� ,W�ZLOO� WDNH� D�KLJK� OHYHO�

RI� LQWHJUDWLRQ� EHWZHHQ� WKH�DOOLDQFH�PHPEHUV�

IRU�VPDOOHU�SDUWQHUV�WR�DJUHH�ZLWK�DQ�DEVROXWH�

IHHGHU�UROH��9DVLJK�HW�DO���������

,GHQWLW\�DQG�,QWHJUDWLRQ

Nowadays�in�the�airline�industry,�an�airline’s�
LGHQWLW\�LV� VWLOO�YHU\�LPSRUWDQW� IRU� WKH�DLUOLQH�

LWVHOI�� 3DUWLFXODUO\� LQ� DOOLDQFHV�� DLUOLQHV� ZKR�

DUH� RIIHULQJ� VHUYLFHV�ZLWK� KLJKHU� TXDOLW\� DUH�

DOZD\V�DIUDLG�WKDW�SDUWQHUV�ZLWK�ORZHU�VHUYLFH�

TXDOLW\� PLJKW� GDPDJH� WKHLU� EUDQG� LPDJH��

+RZHYHU��LQ�WKHRU\�WKLV�LV�QRW�D�ELJ�SUREOHP�

IRU�PHUJHU�SDUWQHUV�VLQFH�VPDOOHU�WDUJHWV�RIWHQ�

take� on� the� buyer’s� brand� or� sometimes� a�
QHZ�EUDQG�ZLOO�EH�HVWDEOLVKHG� LQ� WKH�FDVH�RI�

mergers� of� equal� ¿rms.� Nevertheless,� many�
H[DPSOHV�LQ�WKH�DLUOLQH�LQGXVWU\�PD\�SURYH�D�

GLIIHUHQW�IDFW�DQG�DOVR�PHDQ�WKDW�LQ�D�PHUJHU�

FDVH�� QRWZLWKVWDQGLQJ� WKH� VL]H� RI� PHUJHU�

partners,�airline’s�brand�is�very�important�and�
PXVW�EH�SUHVHUYHG�FDUHIXOO\��*DXJKDQ���������

.HHSLQJ�WKHLU�RZQ�EUDQGV�RU�LGHQWLWLHV�FRXOG�

PDNH�WKH�LQWHJUDWLRQ�SURFHVV�RI�ERWK�DOOLDQFH�

and�merger�forms�more�dif¿cult.
,Q� D�PHUJHU� FDVH�� SUREOHPV�PD\� VRPHWLPHV�

FRPH� IURP� PDQDJHPHQW�� ,W� LV� SRVVLEOH� WKDW�

WKH� PHUJHU� PD\� QRW� EH� WKH� EHVW� FKRLFH� IRU�

WKH� FRPSDQ\�� KRZHYHU�� WKH� PDQDJHUV� VWLOO�

SXVK�LW�IRUZDUG��7KH�KXEULV� WKHRU\�PD\�KHOS�
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WR�H[SODLQ�WKLV�LUUDWLRQDO�EHKDYLRU��FDXVHG�E\�

RYHUYDOXLQJ� WKH� WDUJHW��$Q� DOOLDQFH� SURYLGHV�

WKH� RSSRUWXQLW\� WR� GLVSRVH� RI� PRVW� RI� WKH�

SUREOHPV� DERYH� EHFDXVH� WKH� LQWHJUDWLRQ�

SURFHVV� LV� FRPSOHWHG�ZLWK� D� VRIWHU� DSSURDFK�

WKDQ� LQ� D� PHUJHU��:LWK� WKHVH� VPDOOHU� VWHSV��

SDUWQHUV� DYRLG� RSHUDWLYH� DQG� FXOWXUDO� VKRFNV�

DQG�WKH�FRQWLQXHG�LQGHSHQGHQFH�RI�WKH�DOOLDQFH�

PHPEHUV� UHGXFHV� PDVVLYH� FKDQJHV��$�PXFK�

bigger�dif¿culty�for�the�alliance�partners�is�the�
LQWHJUDWLRQ� RI� WKHLU� LQIRUPDWLRQ� WHFKQRORJ\�

V\VWHPV� ZKLFK� PD\� EH� YHU\� WLPH� LQWHQVLYH��

FUHDWLQJ�KLJK�H[SHQGLWXUHV��*DXJKDQ��������

���&21&/86,21

7KLV� SDSHU� SURYLGHV� DQ� H[SODQDWRU\�

IUDPHZRUN� IRU� LGHQWLI\LQJ�WKH�PDUNHW� UHVXOWV�

RI� LQWHUQDWLRQDO� FRQVROLGDWLRQ� RI� WKH� DLUOLQH�

LQGXVWU\��7KH�LQWHQWLRQ�KDV�EHHQ�WR�SURYLGH�D�

FRPSUHKHQVLYH� YLHZ� RI� DLUOLQH� DOOLDQFHV� DQG�

PHUJHUV�RQ�GHYHORSPHQW�KLVWRU\DQG�HFRQRPLF�

HIIHFWV��)XUWKHUPRUH��WKH�DXWKRU�KDV�DQDO\]HG�

WKH�GLIIHUHQFHV�EHWZHHQ�PHUJHUV�DQG�DOOLDQFHV�

DV�ZHOO�DV�WKH�V\QHUJLHV�JHQHUDWHG�UHVSHFWLYHO\�

E\� PHUJHUV� DQG� DOOLDQFHV�� ,PSOLFDWLRQV�

KDYH� EHHQ� SURYLGHG� IRU� DLUOLQHV� WR� WDNH� IXOO�

DGYDQWDJHV� DQG� OLPLW� WKH� GDUN� VLGHV� ZKHQ�

WKH\� GHFLGH� WR� SDUWLFLSDWH� LQ� LQWHUQDWLRQDO�

FRQVROLGDWLRQ�� ,Q� FRQFOXVLRQ� WKLV� SDSHUKDV�

SURYLGHGVXJJHVWHG� IUDPHZRUN� IRU� IXWXUH�

VWXGLHV� RI� LQWHUQDWLRQDO� FRQVROLGDWLRQ� LQ� WKH�

DLUOLQH�LQGXVWU\��DV�D�VWUDWHJ\�IRU�LQWHUQDWLRQDO�

QHWZRUN�GHYHORSPHQW�q
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