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Global industry shifts driven by artificially reduced Atlantic competition 















Consolidation will likely damage long-run industry efficiency 
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Cartel 
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Two separate “consolidation” processes 













Top 3 Concentration 03->09 

total Continent  67%-> 98% 

total No.Atlantic 54%-> 92% 
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North Atlantic Passenger Fares Have Risen 3X Faster Than US 
Domestic Fares since Extreme Consolidation began in 2003 
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Domestic consolidation inevitable after KLM/Air France merger 

Consolidation hugely distorts domestic competition & efficiency 
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Pacific: 

Sham US-Japan 

“Open Skies” 




worldwide: 

artificial market 

power is key 



#1-EU shift from liberal to “managed” competition 

purely anti-competitive 2003 KL/AF merger 

#2—staged sequence of follow-on ATI/mergers; 

DOT willingness to disobey law, use fraudulent evidence  









#3—huge “Consolidation is Inevitable” PR campaign 























“Double Marginalization”—ATI automatically reduces fares 15-25% 

--sole basis of $90 million annual Oneworld consumer benefits claim 





Global industry shifts driven by artificially reduced Atlantic competition 







Consolidation will likely damage long-run industry efficiency 



  

 

Innovation 

Lower Fares 

60s/70s—technology 

80s/90s—network/ 

business models 

00s--maturity?  

negative fuel impact 

Fares aren’t falling; 

limited future growth 

90s—growth despite 

stable fares 

00s—stable/rising  

fares stifle growth 











One-time process of aligning networks/business models  

to local markets and operating economics 

proven airline 

business models 

<<Hub---Point-to-Point>> 

Network/business model development now fully mature 









Slower growth, not decline—innovation remains critical 

But growth dynamics poorly understood, especially in America 
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Intercontinental—no growth in 30 years 

All growth from 

shorthaul 

airlines 



? 

Consumers, investors decide 

“how many airlines” 

Governments, entrenched incumbents 

decide “how many airlines” 







Recessions> 

Strong profits 

get undermined 

3 big collapses: 

overcapacity+ 

recession 









Mid 90s profits  

tight capacity 

Price discipline 

Atlantic alliances 

DotCom late 90s 

mad growth rush: 

allows LCCs 

to expand 

2000-2004 

Huge Collapse 

overcapacity + 

recession 

2004-2008 

Financial Bubble 

but weak profits; 

fuel prices spike 

2009-? 

Great Recession 

but capacity 

discipline returns 

Source: DOT Form 41 data 

1980s-big  

deregulation 

driven innovation; 

90/92 recession 







Source: BLS CPI deflator applied to DOT Form 41 data 









Bankruptcy distortions created bigger “barriers to exit” 

Distortions from Atlantic anti-competitive pricing power  







No possibility of new entry, no meaningful capital market discipline 

Reduced competitive pressure, so failed approaches persist 

















 

 

 

 

 

 
Bankruptcy cases 
gains from restructuring

Recent mergers (KL-AF, DL-NW, UA-CO) claimed 

efficiencies not found in any previous merger 
--and provided no evidence to support synergy claims 



















 













  



Continuing, artificial  consolidation 

--many moves unthinkable 10 years ago 

Wealth transfers within industry replace real growth 

--based on artificial power, not superior productivity 

growth of cross-border regulatory arbitrage 

threatens financial/consumer/safety protections 



Atlantic:already 263 
hugeDL/UA pricing power 

UK yield collapse (LHR entry) 

AA/BA uncompetitive to 

continental Europe  

Latin/South Pacific: can’t 

support 3 large players; 
Predatory DL Australia entry  

OW may lose LAN 

Pacific:moving 263 
AA weak/JL bankrupt; 

DL attempt to kill AA-JL 

OW may lose CX  

Canada: only 1 

network carrier 

full AC-UA-CO  collusion  

temporarily blocked 

Domestic 6->4(3) 
AA leapfrogged, 

weakened by DL/UA 



Global industry shifts driven by artificially reduced Atlantic competition 















Consolidation will likely damage long-run industry efficiency 




