


Préemios de Hub e Low Costs

* O estudo de Borenstein (1989) ficou classico ao

demonstrar empiricamente que os hubs podem gerar
poder de mercado

— tb: Berry (1990) Airport Presence as Product Differentiation

* Na década de 1990, contudo, observou-se o
crescimento fantastico da Southwest Airlines

— e uma onda de empresas Low Cost Carriers (LCC)



Primeira Onda LCC: No-Frills — Anos 80
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Primeira Onda LCC: No-Frills — Anos 80

“Nés éramos vibrantes, uma empresa lucrativa
entre 1981 e 1985 e dai comegcamos a perder
$50 milhdes por més.

Nés estdvamos sendo lucrativos até o dia em
gue a American veio até nés com uma tarifa
super econdémica.

Este foi o fim de nossa trajetéria porque eles
eram capazes de nos bater nas tarifas
repetitivamente. Nao tinhamos mais nada para
usar como defesa”

Donald Burr, presidente da People Express
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Segunda Onda: LCC vira Business Model
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Market Share das Companhias Low Cost dos Estados Unidos: darinlee.net
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Inicio das operacgoes: 18 de Junho de 1971, com 3 B737.

Caminho de Expansao da Southwest

Fig. 2. Southwest Airlines: 1978 network. Source: OAG.

Os precos
baixos da
Southwest no
intra-estadual
serviram de
justificativa
pro-ADA
(1978)

Intra-Texas: Houston, Dallas e San Antonio. Base em Love Field, Dallas.
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Fig. 7. Southwest Airlines: 1980 network. Source: OAG.



Caminho de Expansao da Southwest
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Fig. 8. Southwest Airlines: 1985 network. Source: QOACG,
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Fig. 9. Southwest Airlines: 1988 network. Source: OAG.



Caminho de Expansao Anos 1990

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

Southwest —#— American Wl Delta United =% US Airways




Southwest Airlines

* A grande referéncia mundial do modelo LCC

— Empresa em 2009

— 67 cidades servidas

— 74 bilhdes de RPK

— 71% aproveitamento

— 11 bilhdes de dolares de receita

— 30 mil funcionarios

— Mais de 3300 voos por dia (> dos EUA)

— 102 milhdes de passageiros (> dos EUA)
— décadas de lucratividade

— Menores indices de reclamacao de pax



Southwest Airlines’ Activity System
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A Questao dos “Fortress Hubs”

As LCC incrementaram a competitividade do setor

— ampliam a contestabilidade a muitos mercados antes tidos
como protegidos da competicao

Um choque de “modelos de negdcios”
— H&S v. LCC

— Maiores possibilidades de consumo, precos caem, maior
popularizacao do transporte aéreo

Os defensores do ADA e de seus beneficios para a
economia norte-americana ganham forca

— Por outro lado, o “hub” continua sendo uma “fortaleza”:
predacao/competicdo da AA em Fort Worth, por ex.

A literatura teve que incorporar essa dinamica
competitiva



Hofer, Windle & Dresner (2008)
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Christian Hofer, Robert J. Windle *, Martin E. Dresner

Robert H. Smith Scheol of Business, University of Maryland, Van Munching Hall, College Park, MD 20742, USA

Received 5 September 2006; received in revised form 2 February 2007; accepted 24 March 2007

E o primeiro a redirecionar a terminologia para “price premiums”

E 0 mesmo que o “pricing advantage” do E&K e o “market power” do
Borenstein

Dados: 1992, 1997 e 2002.



Hofer, Windle & Dresner (2008)

* Modelagem econométrica de trafego e precos

In Fare = f; + 5, In AirlinePass(fitted ) + §, In Distance + f, TouristRoute
+ i, SlotRoute + s In Route HHI + fi; In MaxAirport HHI
t i RouteShare + fig MaxAirportShare + iy LCCComplForHCC
t g LCCCompForLCC + £y AltRoute LCCIM + f;5 In Circuity + ;3 ZScore

+ fisLload Factor + fij5 In AirlineCost + X, (time), + X fi,(carrier),
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llnl are f By + By In Airline Pass(fitted ) + f5 In Distance + fi; TouristRoute
o + i, SlotRoute + f: In Route HHI + fi; In MaxAirport HHI
t fis RouteShare + fig MaxAirportShare + fy LCCCompForHCC

\——

F o LCCCompForLCC + fiy; AltRoute LCCIM + fiy; In Circuity + f; ZScore
+ fi4Load Factor + fi5 In AirlineCost + L, (time), + Z fi,(carrier ),

» Farey; is the average price carrier & charges on the route between airports / and j, and is a dependent var-
iable in the model (note that all fares are one-way fares based on round-trip purchases and are reported in
real 1992 dollars).




Hofer, Windle & Dresner (2008)

In Fare = f, + f; In AirlingRass (RfTeT i~y ln Distance + fi; TouristRoute
By Slntﬁnuttﬁﬁ‘s In Route HHI + }t; In MaxAirportHHI
+ fi- RouteShare Nm*l-&.ﬂ-i-ﬁﬁJﬁthI‘E iy LCCCompForHCC

e RouteHHI; is a measure of route market concentration. It is based on the Herfindahl Hirschman index,
which is the sum of the squared (route) market shares of all airlines operating in the (route) market:
RouteHHI; = 57, (RouteSh: (note that the route HHI is computed on an airport-to-airport basis
rather than on a city-to-city basis). Route HHI is one of the price premium drivers; i.e., fares are expected to
increase as the degree of route concentration increases.




Hofer, Windle & Dresner (2008)

In Fare = f§; + f; In AirlinePass(fitted ) + 5 lu\lﬂi”mnu | ,'n Inu:TﬂRgfu

+ 3, SlotRoute + fi5 In Route HHI {,'n InMaxAirportHHI )

+ fi- RouteShare + fig Max \li'pnit'ﬁhdl Sl e E oM UII“ C

F o LCCCompFor LCC + fij AROutc LCCIM + fiy; In Circuity + f; ZScore
+ i, 4Load Factor + f3 ARirlineCost + X (time), + X fi, (carrier),

e MaxAirportHHI;; is the second price premium driver and indicates the degree of concentration of an air-
port market. Rather than including two values for both airports i and j, only the higher HHI value is
retained in this analysis. The rationale for this approach is that the more concentrated airport is more likely
to be the “*bottleneck™, and fares on routes involving this airport may be expected to be higher than fares on
routes connecting “‘unconcentrated’” airports.




Hofer, Windle & Dresner (2008)

In Fare = fi; + f; In AirlinePass(fitted ) + f5 In Distance + fi; TouristRoute
| Jig Bot Reomis . fis In Route HHI + fig In MaxAirportHHI
i\l iz Rou tl:-Shﬂrl:,\v fig MaxAirportShare + fiy LCCCompForHCC
IT’T FGCETTIpEor LCC + fj; AltRoute LCCIM + f3; In Circuity + 3 ZScore

+ sLoad Factor + fi5 In AirlineCost + L, (time), + Z fi,(carrier ),

¢ RouteShareg,; is the third price premium driver and measures an airline’s market power (dominance) on a
route market (based on its share of route passengers). Higher route market shares may be expected to be

associated with higher price premiums.
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In Fare = fi; + f; In AirlinePass(fitted ) + f5 In Distance + fi; TouristRoute
+ 3, SlotRoute jd.lﬂRuuthn'l-l‘thg MaxAirportHHI
+ fis RouteShare gL Max. ‘k.upuxt'whiu) fiy LCCCompForHCC
t 1o LCCComplig LTT#'HH ’{‘!t‘RuutLL( 'C1M + fi;; In Circuity + fj3 ZScore
3 01 + 5 In AirlineCost + Xf (time), + X fi,(carrier),

¢ MaxAirportSharey;, the fourth and final price premium driver, indicates an airline’s market power
idominance) in the airport market i or j (applying the same logic discussed in the context of Max-
AirportHHI, only the maximum value is retained). Higher airport market shares likely translate into higher
fares.




Hofer, Windle & Dresner (2008)

In Fare = fi; + B, In AirlinePass(fitted ) + £, In Distance + f, TouristRoute
+ 3, SlotRoute + 5 In Route HHI + fi; In Mmﬂﬁxﬁﬁmﬂ-“~\
+ fi- RouteShare + fig MaxAirportShare 8 fiy LCCComplForHCC ,’
t o LCCCompForLCC + fi; _-'tltRu'Jutth_'}' - ?ﬁI?lTrfﬂcht? + iy ZScore

+ fi4Load Factor + fi5 In AirlingCest™T 2/, (time). + X fi,(carrier ),

¢ LCCCompForHCC; is a binary variable. It takes on the value 17 when the carrier in the observation is a
high cost carrier and faces route competition by a low cost carrier. See Appendix B for a definition of low
cost carriers.
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In Fare = fi; + B, In AirlinePass(fitted ) + £, In Distance + f, TouristRoute
+ i, SlotRoute + f: In Route HHI + fi; In MaxAirport HHI
I;ﬁhmﬁﬁn‘—ﬁw-mhu AirportShare + fiy LCCCompForHCC
(j o LCCCompFor LCC ‘- fi AltRoute LCCIM + fiy; In Circuity + fij3 ZScore
Tr-ni-ldht-ur-i—ﬁfrn AirlineCost + X (time), + X fi,(carrier),

“omplorLCC;; is a binary variable which equals **17 when the carrier in the observation is a low cost

and comp with another low cost carrier in the route market. LCCComplorHCCy; and
specify the presence and nature of low cost carrier competition. The distinction

between LCC competition for high cost carriers and for low cost carriers allows for differential price

impacts.
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Fig. 3. Price premium estimates — 2002.




Hofer, Windle & Dresner (2008)

Concluem que os valores absolutos de price premiums se
mantiveram constantes entre 1992-2002

— Ou seja, as rendas de monopolio ainda sao um problema

— mas a proporcao de pax sujeitos a ele caiu devido a expansao do
trafego LCC

Principais fatores de price premiums

— vém de market share e concentracao de aeroporto

Efeito da competicao com cias LCC
— LCCs nao praticam price premium
— sua presenca reduz o price premium das majors



Outros estudos recentes

e A literatura continua trabalhando o tema

— dada a disponibilidade cada vez maior de dados para o
mercado americano (US DOT)

* fusodes, incorporacoes, aliancas e acordos codeshare
— na geracao de artigos de precificacao e poder de mercado



Outros Estudos Recentes
Airline Code-share Alliances and their

Competitive Effects

Philip G. Gayle*

Kansas State University

September 8, 2006

Forthcoming in Journal of Law and Economics

Abstract

Code-share alliances have become a prominent feature in the competitive land-
scape of the airline industry. However, policy makers are extremely hesitant to
approve proposed code-share alliances when the potential partners’ route net-
works have significant overlap. The main concern is that the alliance may facil-
itate price collusion on partners’ overlapping routes. The main contribution of
this paper is to show how policy makers can use a structural econometric frame-
work developed by Nevo (2000b) to quantify the competitive effects of proposed
code-share alliances, where potential alliance partners compete on overlapping
routes in the pre-alliance industry. As an example, I apply the econometric
model to the recently implemented Delta/Continental /Northwest alliance. This
proposed alliance was initially greeted with skepticism by the U.S. Department
of Transportation due to the potential partners’ unprecedented level of route net-
work overlap. For the markets considered in my analyses, it appears as though
the ultimate approval of the alliance by policy makers was justified.




Outros Estudos Recentes

Limited Access to Airport Facilities and

Market Power in the Airline Industry *

Federico Ciliberto! Jonathan W. Williams?
University of Virginia University of Georgla

FIRST VERSION: March 2007
THIS VERSION: February 2009

Abstract

We investigate the role of limited access to airport facilities as a determinant of the hub
premium in the US airline industry. We use original data from competition plans that airports
are required to submit to the Department of Transportation in compliance with the Aviation
Investment and Reform Act for the 21st Century. We collect information on the availability and
control of airport gates, leasing arrangements, and other restrictions limiting the expansion of
airport facilities.

We find that the hub premium is increasing in the ticket fare. We find that control of gates 1s
a crucial determinant of this premium. Limits on the fees that airlines can charge for subleasing
their gates lower the prices charged by airlines. Finally, control of gates and restrictions on
sublease fees explain high fares only when there is a scarcity of gates relative to the number of
departures out of an airport.




Outros Estudos Recentes

ARE FREQUENT-FLYER PROGRAMS
A CAUSE OF THE “HuUB PREMIUM”’?

MARA LEDERMAN

Joseph L. Rotman School of Management
University of Toronto
105 St. George Street
Toronto, Ontario M5S 3E6
Canada
mara.lederman@rotman.utoronto.ca

This paper estimates the relationship between frequent-flyer programs (FFPs)
and fares at hub airports. I exploit the formation of partnerships that allowed
members of one airline’s FEP to earn that airline’s points on flights operated by
its partner. If FFPs allow an airline to charge higher fares on routes that depart
from its hubs, these partnerships should allow an airline’s partner to charge
higher fares on routes that depart from these same airports. I find that offering
the FEP points of the dominant carrier at an airport does, indeed, lead to higher
fares. Combining these estimates with estimates of the “hub premium” suggests
that FFPs may account for at least 25% of the “hub premium.”




Outros Estudos Recentes

Hubs versus Airport Dominance

Volodymyr Bilotkach' and Vivek Pai’

October 2009

Abstract

We address the 1ssue of the sources of dominant airlines’ pricing power by separating
premium due to hub operations from that due to airport dominance. Presence of airports
serving as hubs for two carriers enables such 1dentification via difference-in-differences.
Moving from the left to the right of the price spectrum, the total pricing premium of hub
operators (both dominant and non-dominant) increases; while the share of the airport
dominance premium diminishes relative to that of the hub premium. Absence of hub
premium at the lower end of the price distribution suggests frequent flier programs rather
than product differentiation as the source of hub operator’s pricing power. Dominant
airline’s ability to charge higher fares due to either its airport market share or access to
scarce airport facilities 1s confirmed.




Identifying Collusion in the US Airline Industry

Tracy Orcholski* |

November 22, 2010

Abstract

This paper proposes a novel empirical technique to determine the degree of compe-
tition 1in the US airline industry by route. Using a dynamic panel estimator suggested
by Arellano and Bond (1991) and the large amount of publicly available data on US
airlines, a non-parametric profit function 1z estimated. First order conditions can be
derived from these profit tunctions, and 1n turn. the competitive, Cournot and collu-
sive quantities of airline seats can be estimated. The difference between these estimates
and the actual seat capacities provides a measure of collusive behavior. Furthermore,
conjectural variation parameters can also be estimated to measure the degree of compe-
tition, and regressed on market conditions. Results show airlines withholding quantity
to keep prices high on some routes, though the introduction of low-cost carriers, the
September 11th attacks. and the number of airlines servicing a route reduce the hike-
lihood of collusion. The threat of entry, as measured by potential entrants, does not
affect the probability of collusion on a route. Furthermore, there 1s no evidence that

domestic code sharing necessarily leads to collusive behavior.




