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Equally, the major airlines often h‘i'"'E' f-mcx'vd ‘grandfather’ rizhte o pafticolaily fawourable
feriinal Zakes oF even (83 &t Yancouy ! Inerpationgd Apo) 0 allocate gates. Agsin, entnts
are confronted with the prospect of Imnmg difficulty in zaining the vse of adequate and suitable
gates. Finslly, the dominent aivline &t & wrminal vsvally provides ground facilities (fueling,
baggagze handling, aircraft maintenance, etc.) and zells these services o other users and there is
the potential for a high price to he extracted.

The airlines have also attempted o protect thelr individval markets by vee of frequent flver
programmes designed 1o push up the cost of entry for new rivals and protect market share from
encroschments.-by-rival incumbents.. These prograymimes, which were started by American
Airlines in the U.5.A., offer bonus flights or up-gradings on flights after traveling with an airline
for certein 7nileages. Frequnent flver progremmes instil brend lovelty in customers bt 4o ativact
them in the first place it is necessary to have a good network over which collectors can use their
coupons and 0 have the esowces 1 fund the adidndistration of the scheme®®. The Canadian
programmes began in 1987 but now virtually all airlines operate one sither in their owna right or,
on payment of a fae, as a member of one of the majors' schemes.

- Linked with this has been the incresse in designator code shaxing which both helps to pmtect the

tlow of feed taffic 10 the majors and at the seme tWie tes the smaller airdines to them®?. &z
yientioned shove this gives a major advanteges on the demand side without the managerial
difficnlties of conimlling a heavily diversified airline. It dces mean, howewer, that potntal
rntrant? age confronted with incwnbents which can offer & wide network of servicas. Building
up theeshold levels of traffic is difficult in these cases for potential entrants and the option is often
10 engage In designation code sharing with an incumbent. This will normsal involve a pazment of
a subscription fee which must eventislly be paszed o in hizher fares,

YWidle these practices are adopid in wany covnwiss by ailines o protct fhelr individual
positions, in Canada &dr Canada and Canadian Airlines International hase | in addition, combingd

ina fashion which aprears o offer mputal proeciion of their -i'-._op::d}-'. Thev iniged In 1557 1
e3tablish a 2ingle compiter redarvation Syatem.  The vwast majodny of air tickew (anie 3095 ane
2 oIn Caneds wod wost of these avenis madis u3e of compuwieiizsd

. The airlines actmally o the 2vetem and the syents suberdhe. The svetemns

simpler and alloww the sdifines to fine nme 2 CRUEACIe? | &

65 fuller diceussion of their im portanse in sviation i eontained in Lovine, 1298, op o2
¢ For a thorough diseyssion of ihe m;-nc«uons for ¢on? shaping, albeit based on the 118, sitwation, see %,
Coter and DE Pilsll, 'Code sharing. joilmt fares, aml competition in the reriomal airline indwstiv,
Teanvpcetatson Kauard 224 pp 405417 1983,




