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Counterfactual approach

il

i N

I 3 U & (I

TAY AW EREOHER (interstate) MZEFEF131938%E 0 the Civil
Aeronautics Act LIk, BROBA - BERTEEOWIEIZH I » THL
VHRBITIR@BrR TEAA, RHEEBTH 5 CAB (the Civil Aeronautics
Board) KX 31976 FLIFEOTHR EOESHFBZEMEET, 1978%F D
ADA (the Airline Deregulation Act) iz k » T &EMN A HEEN~DE %
BHET I Eic o, 1981F12A3 BICBHRBHNLmEBE IR, &
5iz, 1983F 1 A 1 Bitilb:EE R 2EMICHEEINI. £ LT, 1985
F1A1Ri2ik CAB £ b0 ELIRIDTHS.

REGEMOMRLEE L £ 5 &3 25, HREEMLET & Do E4 #0F
FINEICRET B L5 Hgkpih B, Bk, Net operating income T
Rt (K1), B\ L, Pretax return on investment TR7-4 O (X
2) mhD. LiLens, SEEME, MZEEELIRY & JBRFRER
BAERE P EUT5. 19719F IR EHRE 0SS H D, Thizs]
EMOTYV v a AT AV HEFEE - TV 5. M2 — BRI
SRR OEER L, MY — R FBEICHT 2L EROPEDK
E2eEZDL, Zho0EREGELAZTHEIREENOSRE L ERIC
SHET B - iR, T2 TEEI LD “Counterfactual ap-
proach” (Vv vbh 3 HETHSB. Thbb, RO X 5 BT OW5ES

%TH%. “One must compare the welfare levels achieved under an ac-
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Net operating income of U. S. airline industry, 1968-1981. Equal to operating
revenue less operating expense; domestic operations of CAB-certified air car-
riers. Source: “‘Air Carrier Financial Statistics,”” U. S. Civil Aeronautics Board,
various years.

1 (A1) Gomez-Ibanez fit (1983), p. 77

tual regulatory regime with the welfare levels that would have been
achieved had an alternative regulatory regime been in effect at that
same time (a “counterfactual” construction).” [Morrison and Winston
(1986), p. 11]

RAERLGI E LR L 2 HE T 20 TH 0L, ELbEHERT L ZH
WL >THR2OOTENFETZ. Thbb,

® “Estimates of what regulated welfare for travelers and carriers
would have been in the postderegulation year can be compared with ac-
tual deregulated welfare for travelers and carriers.”

®  “Estimates of what deregulated welfare for travelers and carriers

would have been in the prederegulation year can be compared with ac-
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—— Nonfinancial corporations
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Pretax return on investment: airlines vs. nonfinancial corporations,
1972-1985. (Source: Federal Reserve Board, Flow of Funds Accounts,
various years. Moody's Transportation Manual, various years.)

B2 (HF7) Meyer and Oster (1987), p. 19

tual regulated welfare for travelers and carriers.”
D2OTH5B.

Gomez-Ibanez, Oster, and Pickrell (1983) ix® DA Hik &AL,
MZEEE¥ D Net operating income XT3 BICESA25bE TV 5.
ZLC, AHMENRICE CLBEOEROEEAIEL LTty va v
BEHEEERICL 250 THY, HHEEMICE » THEEEIZS 2 60
B ORISR LTHEFREZ L LE LT, HAEBEMEH
BEICEHAE L TV-5. HOoDMRNEL S LIZERIBICLDA Meyer
and Oster (1987) THh Y, MIKBTHELKHATS. T4, Morrison
and Winston (1986) 2L »T& LHRICHRAEIOTHY, EMES
ZDOWTIT7TEIBHEEMT ChhidE Lo TH A5 operating margin
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FFEIL, ZhicESuTI977TEI BT 3 REICERT 2 MEEXE
HEOFEHOE S ZHEEL T 5.

[FEFiz, Meyer and Oster (1987) & Morrison and Winston (1986) &
O, FRALTVWAEBEETAMCKERERLSD S, B IMERI
X BRTOHOBRFERCHE L CRIESTEHEA LTV 5. ZoEETHT,
BMERITERCY T3, Vevyval, REEESE, nEEHEOX
FoA X, REERICL 288 - BROBH LV SERODRESEET
Lo oK BT3B, ZhICE > THET 2440 T TORFENH
HWAHET D LAH®RS. Zhics LT, Morrison and Winston
(1986) ix, “modal share model” B\ T\ 5. Zihix, H5PBHKT
FRICLAKTEHATR/FEREL-ELRELLET, T EhDOKT
FERNPRLSKBREOT CERNT IR ~EERLTFRLLIEVO
DTHB. TDE, TR LELTVHATBMOHROFHITEL
2ODOEENELS. Hlic, KTBEOEALOTELE LTHEES
(compensating variation) AHEEEI B DY, Z ZTORTEHEITZTRTD
ROTFERIZO0bIRTEEEDOZ L THY, MERTFIRT IKRTER
RE L TEADEATHISh TV 5 TRAWEWI T ETHS. §
21z, EFLVOERNEEE LTURTOBFEL—ELEV- TV 25,
BERERIC X 2 IRITEIRMA R 2 & 52 5 2 Lk, 2oz L3 HH
BRIC X > TETIRTELB~OERZBVHEELTLES 2 LTS
TEEERLTVS.

I Counterfactual approach—(1)

Meyer and Oster (1987) @ Chapter 3 “Airline Financial Performance
since Deregulation” X, Gomez-Ibanez, Oster, and Pickrell (1983) TH
WHhHEFEZ L VEBIL L TER LTV 5.

(A MERTEEET NV

RS FEC S 2 2R E2FHIT 3 0miciz, b LABIRER &
Sk o e HIFMEEEOFIENE S e o e B TFRT 2LELH 5.
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Folewizix, Vv va s, REHIEEE, HAENME I EhidD
MZEEEOFEICHESE LTV 50 23T 2 B A S OMERTTEET
I I Wi hidie 670,
(1) GERAR
7 A Y 57 EPE Revenue Passenger Miles (Z odicizER#— &
2 EREY— EROEAENREETHB).
() HasrZEs '
INCOME: EH@EARJLLFE.
GAS: %V U v D EAIME.
QRTER 2, QRTER 3, QRTER 4: 52, %3, #$4
PEHRic 5 4 I — 2.
FARE: 1~ n¥Y) RHEEEMZZER.
DISCNT: Zi5|n#EE (Revenue Passenger Mile 4 b O EEDFE
EE/BEER).
PATCO: i EFHIEND R b T4 % (19814E 8 A) iz X 2%1#.
ROUTE: HREBFDOT CHoBRBEA - BHEAOHREEDLT S
I-ZEH.
JACKCN: jacknife # I —ZF%.
DISCJK: jacknife %1525 (=JACKCN X DISCNT).
WY EROREKD 2 oi% “jacknife regression techniques” {235 <
LOTHY, ROLOLTHEEEEEL TS LIk s. Thbb,
HEgMmEstticd LTEEEEN X v EVEETOMRA L L S
WEIB[ROBREEFBLTCEY, b2 EHNWRESIORENF—T
HHELTHHBEMBRIT LI VRN AEIEEDOHEAILL - T
Revenue Passenger Miles {2k W KE % EEFIL 6T THAS &
HEHEMETH 5.
EUFOHEBRRIEIIZELDH LTV S,
B ¥I=av—vayr

HEnHEEL 12 ZREORFERTILY € v ¥ 3 v, REHER S, R
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BRI — kLo R THSB. ZhoD 3BRIMBLICHTEZOFIE
EDLSREERE 2 T B0 ERSDHIZ, UTIR3207r—2IZ5
Ty iav—yva vpRBHINS. HEOBGRRE2D L IZR T

&z 1 Airline demand model

Dependent variable: domestic revenue passenger miles
Period: 1970: 2 to 1982: 3, quarterly

Independent varialbe Coefficient Standard error t-Statistic
Constant 38,266, 435.0 27,041,101.0 1.415
JACKCN 43,156,763.0 7,316,526.4 5.899
INCOME 24,136.3 18,199.8 1.326
GAS 147,987.0 114,647.8 1.291
QRTER 2 3,364, 869.0 320,158.7 10.510
QRTER 3 7,592,691.3 494, 315.0 15. 360
QRTER 4 287, 847.2 339,411.9 0.848
FARE —2,359,938.0 1,598,182.7 —1.477
DISCNT —82,914.4 91,102.6 —0.910
DISCJK —518,721.3 89,603.4 —5.789
PATCO —5,025,209.1 1,616,052.5 —3.110
ROUTE 1,047,975.7 1,381, 230.6 0.759
AR (1 0.9448 0.0571 16. 536
R 0.9912

Adjusted R? 0.9883

Standard error of regression 1,152, 389

Durbin-Watson statistic 2.131

F-statistic 346. 289

a. Given the presence of autocorrelation in economic time-series data, the
two-stage Cochran-Orcutt procedure was used to generate estimates of the
first-order serial correlation coefficient. The model presented here is based on
this generalized differencing transformation process.

(H{P1) Meyer and Oster (1987), p. 250

*2
Vewviay Vtvvarvigl
- HElkEf (8
) 3 =t || & —
PRBHIAE = = (r—=3) BElEm (r—21)
RRHE G i A2 U HEEmM (r—=22)




— 139 —

5.
(r—=1)

O — 20 BENT1980FE R N1981—1982F D Y & v v a v DFE LB
BRTaszEichdrs, EEBATNAGATEA1978FE IR LAMRMRIC
7o CHER25%THEMT S EEETS. £, BREEBRESHEZX
BTOEEHFINTV IO TEERBRECHEIACKE AR
5. THALDEENS, ADEEEF L 2H\T Revenue Passenger
Miles AFfl&h 3. —F7, BHECEALCE, MESTZEMD
Revenue Passenger Mile iz 7 M1.2f% % Available Seat Miles %38/
THEHERET S, £, BHEBREEOEZEIHBR I hRV-0T
Available Seat Mile Y4 b OEEERIRECHRE IR KERERES R
5.

Yial—va yOBREIEIREHIATHS. WThOERIZOW
T3, Net operating income IZKEZRHEAROND.

(r—=22)

PREHIE R U » R E0RAETFRT 200, Y= v MR
FHEE & 7Y Y LAHRE O WITHIIT8F LR O EFE M O LR LE X T
OHER LI HRET 3.

Yz v MREHEEOERFEICS 2 281k FARE oZ{LzAUT
Moz s, CAB RMIZESHOBATILERIRT S & 5 T BEEER
EHRERELTCELDOT, 1w AN D) OFETE IR EFHREFD
MY — CRA BB AHOIEE 05, X - T, Available Seat mile %49
DB OENRALE LTI T L2k » TREHERESE AL Cleh o1
BEOEEEELTHITAZ LAHES.

L LaMG, TOYIalb—va Q@3 1T RAEELIRBHEN
A-TW5, Tihbh, BEHEESEIZAES Available Seat Mile 249
BEHBOREIRAGE Ul ERETHD. VW E—E CAB
DEEBFEALTNICE - ThabdE, £ Z Tk Available Seat Mile ¥4 b
OBERTEICESHTHENRRINTE Y, Thik, Y= v MARHEED
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% 3 Effect of recession on operating revenue, expense, and income of the U.
S. domestic airline industry, 1980-1983

1980 1981
Item Actual Wlthgut Actual W1th01'1t
recession? recession?
RPM; (billions) 235.9 249.8 221.8 240.6
Systemwide load factor (percent) 58.0 58.4 57.4 58.0

Total operating revenue ($ millions)  30,549.1 32,346.6 32,360.6 35,103.5
Total operating expense ($ millions) 30,778.1 32,379.9 32,882.2 35,301.8

Net operating income —229.0 —32.8 —521.6 —198.3
1982 1983

Item Actual WO pchg fgﬁ;‘;‘gﬂ

RPM; (billions) 231.0 254.5 250.5 269.8

Systemwide load factor (percent) 59.2 59.9 60.7 60.9

Total operating revenue (§ millions)  32,247.6 35,528.2 35,174.3 38,068.8

Total operating expense ($ millions) 32,868.2 35,944.4 34,831.4 37,701.1

Net operating income —620.6 —416.2 342.9 367.7
a. The ““without recession” effects were simulated by estimating industry RPM;,

etc., using a regression model with income as an explanatory variable and predic-
ting results with income at nonrecession levels.
(HFT) Meyer and Oster (1987), p. 24

kgL EBIZ, Y=y MREHEE EROBERROT 3 _MELHICE
ST EBNIEREROBELRBICRBEIN TV THS. flid
e 2 L ) BVCEE CET T3 2 LItk » TR E 518 - BALORE
TV, HARERO LR LARHOBEEEEHD S5 2 LT X » TRE
MR EATD 5 BOVL EHERRINDTHS. LT, ZOHRED
TCi, BEERSEI EURVECSISFIFTOTFTHOY Ial— 3
vERET AR, BEORREN T %, XEBEOFTEEATVBET LR
BHECIOIFREE L - TV B,
Ial—vaIvORERRIFRACENZIRTC5. ZhEsBT5L,
PREHE SN eSO BERABE L EE~OPRLBL Yty v a v
ERULL BVOBRFEMEEELF LT b2 5.
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(r—=3)
HARERIMEEE 2T ) & BHREEOEICH UTIZEEELHIG
LTS BENEEEE2 5. k-7, BB > Thib SRR
BEOHBASMMEEZIZ EO X SR LA MEE 2 5.
H3moBenkeksic, BEEME S5EE0ERMEOLALE
BRIz > T Coach fare & Average yield L DEIZILKALTE
D, MESHILEEREOBH LMY — U 2 OB TEY K
EIOEBRRETHI LAV R Ehibhb.

Bz bk ~7- Xk 512, the coach fare formulas (TfiZe4 — % 2458
THEORETZBEAOENERMT 2L CHTHEILATV-30T, KHF0

4 Effect of fuel price increases on operating expense, revenue, and income
of U. S. airlines, 1980-1983

1980 1981
Without Without
Item Actual fuelprice Actual fuel price
run-up? run-up?
Fuel cost (¢/gallon) 86.6 51.0 102.1 55.7
Fuel expense per ASM (¢) 2.3 1.4 2.4 1.4
Total fuel expense ($ millions) 9,354.1 5,508.4 9,273.6 5,059.2

Total operating revenue ($ millions) 30,549.1 27,611.0 32,360.6 28,813.7
Total operating expense ($ millions) 30,778.1 27,313.5 32,882.2 29,017.2

Net operating income ($ millions) —229.0 297.5 —521.6 —203.5
1982 1983
Without Without
Item Actual fuelprice Actual fuel price
run-up? run-up?
Fuel cost (¢/gallon) 96.4 59.0 86.1 60.9
Fuel expense per ASM (¢) 2.1 1.3 1.9 1.3
Total fuel expense ($ millions) 8,194.2 5,015.1 7,519.4 5,318.6

Total operating revenue ($ millions) 32,247.6 29,631.3 35,174.3 32,636.8

Total operating expense ($ millions) 32,868.2 29,984.7 34,831.4 31,731.4

Net operating income ($ millions) —620.6 —353.4 342.9 905. 4
a. Assumes that fuel prices increased at the same rate as that of general inflation

and airline fares escalated at a correspondingly slower rate.
(HF1) Meyer and Oster (1987), p. 28
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Coach fare
— — Average yield
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Coach fares and average yields. 1974-1983. (Source: CAB Air Carrier Financial
Statistics, and Air Carrier Traffic Statistics, various years.)
B93 (H4PT) Meyer and Oster (1987), p. 30

coach fare IIMEREFHEEBMOEBELRA2LES. LT, RElEM
RE2EREEINEDL S RPHREL O LTV E000%, b LARTINE
W e 5 Average yields ¢ Standard coach fares @94% &V 3 3
RO P KECHEFE IR TR EREL T I2av—va T3
LIk > TH LTS,
YIial—varyOERIRSKREHIATVS,. HEIT TR
Revenue Passenger Miles mB4A LTV AN F0ERE LT 2205 5.
12268y E G KENOERTHY, 5 1 DRIHRMILEGEEDH
MEdRIncEGESErBElshTw322Th5. b LEEINEN T
Wice BiE, MEEFRIXITIFICIIER L ) B TEGCKEDFIRIZL ¥
EBIERRSTHAS. Eoiz, 1980FEITIIEE T TIIERE LD biz
BICKERBREFED LIRS TLESTNTHS S, L Lih
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5, 19814 L 1982FIC I FERE ISR LT 5. Z oz g5 BEEICH
BEL T Aflfnied R oo lo i ETETEH L OREVESEZ 2FIA
TH5X5iky, HHEMT T Yield o coach fare iz%f-3 3 X722 K
EFAHIET L, REOHMARAL LicBAOMME 5L TL
E oo, HEBRORRO T COREKDFHINLKE R -T B, 1983
FRED L, BURHEMImMEEEZONEIH LTHEMicfEA LTV

#* 5 Estimated effects of deregulation on traffic, revenue, expense, and
operating income of U. S. domestic airlines, 1979-1983

1979 1980 1981
Item Actual Regulated® Actual Regulated® Actual Regulatede
RPM; (billions) 247.1 213.8 235.9 208.6 221.8 201.0

Operating revenue  33,202.7 29,504.4 30,549.1 27,556.1 32, 360.6 31,516.8
($ millions)

Yield (operating 13.4 13.8 12.9 13.2 14.6 15.7
revenue=-RPM,) (¢)

Operating expense 33, 101.4 29,406.9 30,778.1 27,996.3 32,882.2 31,560.5
($ millions)

Net operating income 101.3 97.5 —229.0 —440.2 —521.6 —43.7
($ millions)

1982 1983
Item Actual Regulated® Actual Regulated?
RPM; (billions) 231.0 198.2 250.5 212.9

Operating revenue 32, 247.6 30,988.5 35,174.3 33,488.3
($ millions)

Yield (operating 14.0 15.6 14.0 15.7
revenue ~RPM,) (¢)

Operating expense 32, 868.2 31, 433.8 34,831.4 33,195.2
($ millions)

Net operating income —620.6 —435.3 342.9 293.1
($ millions)

a. Assumes that fares would have continued at the same
levels relative to the Standard Industry Fare Level (SIFL) as
existed under regulation in the early 1970, inducing reduc-
tions in RPM,, ASMj, operating revenues, and operating ex-
penses.

(HiFr) Meyer and Oster (1987), p. 31



— 144 — HMTEBEBEMORFEE  Counterfactual approach

5.
THOLRBBERT DL, HElEMCL > THie s IhERRED
HHREMEEEOFFEICN LTHAENRDIREEZ > T3 Eabns.
st BIEEEORE L ERICBR R REICIRERXR, 7, 19814
P BH1982FT T TR » o X ) REERS FERHES & 5 2EHEAT
FEEREDHHIIRARUVFIEEZZ 252 THDH. Fi, THLHITE
BE2ZEFTHRNOEE VL, BRLEADEARLEFEORIRI LT,
FIECEBRT 2 COMERETEIZTHTHAS. L LgsislilT
X, 1981—1982F DR K TREDOBAIIIC I\ TIMZBEE 2 BB T T e
BEEENS, EFBAVTREMOSRTEA LTV 3EIRLORZ, B
FIREERSFELLOL, WELFEBLTLESLOTHS.  LHAKIN
s h T Tz ofiEOEEFRF LB IR 6F, MEEED
BEZVIav—va voERIIRsham, BPLTHRDTHSS.

I Counterfactual approach—(2)

HEBEMOBDREHASHIZTHH 5 1 DOMEH KL 1 THRL-ODF
#:T#H 5. Morrison and Winston (1986) iX, 1977 #HEITich BE,
L TI983F 2 MBIBMTICH 2F L LT, b LITTEIREIERN TS
Dl b LR b T RTOKTFRIZO D IRTESEOHEBELE LY
57250, ERMEEELGEOFIERERIL > RonEHEELTV5.

A) HTE~DOHE

(1) & &

97T EAEEIBEM T TH -1 & LELER LT TH 5 5 EH T
T3z, TTIRHATHENSRZ IR TV 51980F 0 519828 07— 4 &
RVTEE, £EREME, SEDHEEOBRYHEL, EET 7 v—
F—mol b Tw3b. ZhizkdE, 1983EDTFREES & 1977 0T
BEELOHRIXLMBTHY, 1983FICHECHEINIHEENT ToE
BE2IORRTF7v—bT220icky, 1977E0RFIENT CoES
DHTE[EZ2B D LHAHRS.
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{#) +y—c20nH

2y — E20BOEEE LTRBTREEENEENLEORTV 5.
19774 L1983 & AU Lok, ZofEicE Uiy —-E20E0 B bizE
ELCHAIRBERNE HIZER L VW50 T, RERERTICH 51983FE0RT
el & SERUBUE 2 19TTRIC BB T CE Ui Th 5 5 RITRIRE &ERA
|07 o A i

Lo Lighs 6 Z DEREIRIRT B HEREN, S B 5ER L8V FHET 5
T Eick D, e 5, 1983FEDMEEY — R DEDKEETFNIZ bk~
ok S IREHER BT AMEREORICKRERB LA DO THY,
HEET R E19TTF D L 5 ITBBHER BB RE LT & ThiE, BT
Rl X 080 < EMEER b » LBV KEZER L Ol T Th 5.

(W) TBEEFIL

RITOFEE LTE, BEE, ~X, 8l i 428318 L15.
ST IRFEEL—ELHEL, ThZhPEIREINIER LT
T2 P 2B I FEOKTFRVERIWZERLL, Vi, 28 i1HEHD
REFREFARATIROEOFHEEDR T2 L, KTFEREEIRT S
EFAE, &Ko X 5z “multinominal logit model” & LTHE{LIHS.

exp (V)
ji:lexD(V})

Bk, FEEFLVOGRRINTEDF— FIZESCTHEIRL T 3.

(M ifEZ 4 (compensating variation)

ERoXSIFEBEETVESEETHZ LicL D, Small and Rosen
(1981) 2 & » THFE SR KROREME S Z EAHEKS. Zhick»TH
FEMICERT 2EE LoBELEDH 5 1 ADFHIIKITEIZOWTEHEIE
k5.

P;= , 1=1, 2, 3, 4.

CV=—(1/1) [ln '=§1 exp(Vi)] gf

ARFBORRDHATHS. BHET (Vo) 2 6HHEFT (V) ~0BfT
L 2HBDRAOTLE A TEIZZ LIzt - T, HEEMCL2HHAE
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LoEEAHEZEE L TV5DTH 5.
(v) BERDEHE

# 6 Mean and Standard Deviation of Welfare Change per Person between
Regulation and Counterfactual Deregulation (in 1977), by Hub Classifica-
tion, All Travelers?

1977 dollars
Fare Time
Category of route Mean 32‘;?5‘::3 Mean 3:2?5?:5
Nonhub-nonhub —3.89 8.98 0.95 7.66
Nonhub-~small hub —2.80 6.15 0.36 7.60
Nonhub-medium hub 1.07 .8.92 1.48 10. 57
Nonhub-large hub —0.57 5.28 0.19 4.25
Small hub-small hub —0.97 5.53 0.64 4.92
Small hub-medium hub —1.77 8. 47 0. 69 5.51
Small hub-large hub —1.57 5.36 —0.81 5.86
Medium hub-medium hub —0.87 9.57 1.16 11.78
Medium hub-large hub 1.59 14.42 —~1.66 5.75
Large hub-large hub 8.85 21.37 —0.96 5.15
Frequency Total
Category of route Mean ‘Zﬁ;’jzgz Mean ggzzz:
Nonhub-nonhub 51.70 57.30 38.72 53.79
Nonhub-small hub 11.20 59.92 9.18 63. 87
Nonhub-medium hub 41.64 75.81 40.27 71.15
Nonhub-large hub 67.47 49.05 58.56 43.41
Small hub-small hub 14.27 37.70 13.04 35.05
Small hub-medium hub 39.06 81.49 35.03 75.61
Small hub-large hub 9.74 56.70 6.84 55.19
Medium hub-medium hub 23.33 102.35 23.92 100. 32
Medium hub-large hub 7.98 47.04 7.84 50.77
Large hub-large hub 0.00 32.60 7.82 38.12

Source: Authors’ calculations.
a. The sum of the components is not equal to the total welfare change because the
welfare measure (CV) is nonlinear.

(HT1) Morrison and Winston (1986), p. 26
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E6 VTR ENIFIRICHE » CEATOREREIC 1 ADKRITENF
BB HAERNCERT 2EE LOFEEZEBLCLDOTH S,

IoFREL LI LTHABNL OB ORZEEEZTRTOKTEHEIC O
THEFLCHEEM A E T 5 LA RS,

OFENATOREEIMERKTICED 2EEREY, TRTORTFRICE
BHTICED2EANTOREROEFERERETS. (F7)

@F 6 IZRINIHITE L AU OFRBELAELRAOHE[ICE T Dk
BREBTDZEIZE T, RTEL ALY OEEELOMETFHEZRD
L EMEED. Z0fEix10.62 Fvici b,

® COEIIITEOBKTER &I 52 LIk b, TRTOKITH
X3 B ERREE R 2 H RS,

PEEy, LI9T7TENREERNTIE S ~ ol 6, KITEEZHBE LT
19774 FARRCERBIE FARZWEREEZB L THL S LHEESH
T\ 5.

(B) MZEEFE~DOZHR

AR 2 Sh T e S @MEEELAOFENREDOL 51t »T
Wieh BT oIz, BEIRETIA 2 STV 5198142 519830
F— 2 ERGTHZ S0 “operating margin” (M) #KEBEZEK LT 5E
BATHEET S MEIROL S KERINS.

M=(Operating revenues-Noncapital operating expenses-Market value

of capital depreciation)/Operating revenues.

#* 7 Domestic Air Travel by Hub Pair Classification
Percent of total

Category Nonhub Small hub  Medium hub  Large hub
Nonhub 0.01 0.13 0.26 2.66
Small hub 0.44 3.23 15. 86
Medium hub 3.76 29.24
Large hub 44.41

Source: Unpublished data from the Civil Aeronautics Board (CAB).
(HAT) Morrison and Winston (1986), p. 20
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EIROBERIIRE VMY TH 5.

ZEEZLAOBR RN X 3197 EOFHECARUTOFIRC X -
THHMINS.

O BERAOFHIHABNTOF— 1 oHArR TV B0 6, 19834
KEEINIEEROMEINTEOKEICHB LLEEAVBZLICL-
T, 977TEIZ BT 2 BB T O EMESHOMETET 5 2 LK S.

@ H{HMEsHtizoWT, 1983FEDRAY GDP F7L—#—TF7
V— b LI D RIITTEDIA L L, ZHIZOTEVLM T &M%
SHOWITERBBNT cofIBEELTS. cho2EitTaz bick-
TH UM EER T ZMESHLEOITTERTIENT CoFEE %
B5.

@ HUEMcERAEATIFETMREET 200, @ THELALTIE
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#*8 Operating Margin Parameter Estimates?

Variable Coefficient
Constant 0.0805
(0. 2567)
Average fare {dollars) 0.0017
(0.0009)
Average wage (thousand dollars per year) —0.0064
(0.0027)
Fuel price (dollars per gallon) —0.5665
(0. 2355)
Cost of capital (percent) —0.0111
(0.0060)
Flight stage length (thousand miles) —0.3877
(0.0730)
Total departures (millions) 0.1755
(0.0644)
Load factor 0.9733
(0. 2621)

a. R?=58; number of observations=63. Standard errors are in parentheses.
(HHFT) Morrison and Winston (1986), p. 38
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#* 9 Traffic and earnings variations, by carrier groups within the U.S. airline

industry, 1973-1984

Carrier group 1973 1974 1975 1976 1977 1978

Short-haul majors?

RPMs (billions) 34.1 33.1 33.9  36.4 39.1 47.3
Operating income ($ millions)  151.2  262.0 82.6 210.7 232.8 328.1
Long-haul majors®

RPMs (billions) 82.6 83.4 83.9 92.9 99.9 113.8
Operating income (§ millions) 297.9 363.1 —35.0 236.1 255.7 507.9
Other short-haul carrierse

RPMs (billons) 6.6 7.3 7.4 8.7 9.9 12.4
Operating income ($ millions) 43.7 81.8 28.0 72.3 103.3 110.8
Carrier group 1979 1980 1981 1982 1983 1984

Short-haul majors?

RPMs (billions) 53.6 53.3 52.4 53.6 62.3 63.9
Operating income ($ millions) 287.6 276.6 182.8 52.3 —179.4 673.0
Long-haul majors®

RPMs (billions) 122.5 114.0 107.1 116.1 123.2 169.5
Operating income (§ millions) —277.6 —364.7 —627.6 —675.5 345.3 1089.4
Other short-haul carriersc

RPMs (billons) 13.0 16.1 18.4 20.8 25.4 24.0
Operating income ($ millions) 72.4 75.5 92.4 74.3 13.1  243.6

Sources: Air Carrier Traffic Statistics, Civil Aeronautics Board, various years.

Air Carrier Financial Statistics, Civil Aeronautics Board, various years.

Air carrier annual reports, 1982, 1983, 1984.

Note: Traffic and earnings data reflect domestic operations only. Republic
Airlines includes consolidation of Air West, North Central, and Southern

Airlines.
a. Delta, Eastern, USAir.

b. American, Continental, National, Northwest, Pan Am, TWA, United,

Western.
c. Frontier, Ozark, Piedmont, Texas Air, Republic.
(HA7) Meyer and Oster (1987), p.22
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F10 Welfare Difference Parameter Estimates

Variable Coefficient?
Actual super majors —0.7429
(0.1161)
Actual other majors —0.4577
(0.0851)
Actual newly certificated carriers —0.4898
(0.1129)
Actual other carriers 0.0080
(0.0893)
Potential majors —0.1385
(0.0599)
Potential newly certificated carriers —0. 1006
(0.0374)
Potential other carriers —0.0818
(0.0536)
Dummy for slot-controlled airports 0. 3886
(0. 1893)
Percentage of business travelers on route 5.5601
(0. 4516)
Nonhub-nonhub dummy 2.2976
(0.3673)
Nonhub-small hub dummy 1.3361
(0.3492)
Nonhub-medium hub dummy 1.9294
(0.5201)
Nonhub-large hub dummy 2.0889
(0. 6657)
Small hub-small hub dummy 1.1822
(0.3795)
Small hub-medium hub dummy 2.2470
(0.5175)
Small hub-large hub dummy 2.8862
(0. 6456)
Medium hub-medium hub dummy 2.4239
(0.5998)
Medium hub-large hub dummy 2.6299
(0.6417)
Large hub-large hub dummy 2.9445
(0. 6666)

a. R?=.45; number of observations=769. Standard errors are in parentheses.

(HPAT) Morrison and Winston (1986), p. 63
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