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FIGURE 3
Before Tax Profits (as %8 of Operating Revenve} of CP Air and Esstern Provincial, Pre and Post
Acquisition®3

In operatioral tere the mergers have meeuled in 4 dvopoly sitvation on most major tomes with
Wardadr gradusdly building up a3 a thind force. The evidence from the U.8.4. is that the
existence of actual competition on & youte tends to be preferable to the wesker foices of the

&

existence Of only potential competition. These findings sugeest, howewer, that competition
limnited 10 two carrers (or tree where Wardair is sctive) is still not a strong force for low fares®
The dvopoly in this csse, however, has been reinforced hj,f the sctons of the adlines involved

and this mey well redvce the hevefite of aotal ‘competition' compared with the 178 exnerience.
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Ajrport capacity problems in Canada, with the merginal exception of Tomonto's L.B. Pearson
AIrpoit, are not zevere.  There are, however, peshs in demand and ziot allocation can be

xm'm:rau'r atthess tnes. Inall cazes ere siz Iohedule Co-ordinating Comnitiees consisting

repregentatives of the main vsers and these allocate slote.  Monmally, either Afr Canada or

Canadian Alrlines Inermational take a "zwong leadership” positon in these Comininessds. Thers
12 thuz eope for mowmbents 10 it the awadlabilite of prme tke-offflanding sl o potential

B3 Deriwed from duts in Jorlen, 1982, op o

2% B Monison and . th-.un [Em;in‘» o] 1m Ih: a10Ls and tests of the comtestadility Jypothesis', JBwne o
Lo zud Seogemas, 30, po 33—‘35. 5N, f“r imstamee found that the exdstense of 52 aetwd i compeiitor was
three time more nnﬂ.-'enul in inflvencing a sarviers behaviow tham cates wers free entny wos possidle but not
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Lot anf Eion PR A, 2 29, m.1 "Q lﬂﬁﬁ] found that maseste with five ar more
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fares (hin Yhose Wik fows Wlile .u-.ul:‘ f Gradism and u.\lu.m .L"u«.u AF A * fuhind Dlat Lhers Wiz a 97 faw
differential et wesn rowes with tuo E\l".'!.l sized carriers and those with fow.
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