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# # 4785595929 : MAJOR ECONOMICS

KEY WORD : CONJECTURAL VARIATIONS / AIRLINE INDUSTRY / LOW COST AIRLINE
SEWITA JUMNEAN : CONJECTURAL VARIATIONS ANALYSIS IN THAILAND'S
AIRLINE INDUSTRY. THESIS ADVISOR : ASSOC. PROF. PONGSA
PORNCHAIWISESKUL, Ph.D., 105 pp. ISBN 974 -14-1777 -2

In this thesis, author focus on,three objectives that are (i) to determine market
structure and competitive nature of airline industry, (ii) to measure concentration, and (jii)

to analyze Conjectural Variations of airline industry.

Author applied theory of oligopoly in order to determine market structure of
airline industry, while concentration indices are employed to describe the concentration
of market. Both analyses are capitalized on data gathered from the year 2003 through
2004. In addition, an econometric model is fermulated to examine Conjectural Variations.
By categorizing airline businessinto two groups (full service carriers and low cost

carriers) and using cross-section data in the year 2004, the model is then estimated.

The result from the study indicated that market structure of airline industry is
oligopolistic prior to the entry of low cost carriers and the structure remained after the
entry of low.cost-carriers; After-the incident, airline-market's concentration declined
significantly. This implied~an increasing of the competition within industry. Conjectural
Variations ‘@nalysis. illustrated- that jreactions .in. response: to~the~change in revenue
passenger-kilometres volume come from both within class and across class. Patterns of
interdependence were found to have strong counteraction (when a full service carrier or
a low cost carrier increases its revenue passenger-kilometres volume, the rest

competitors try to protect or even increase their shares).
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19 1 donutsmannesgmaunssunisiuneludsuna 1a.4.1990-2002

1990 1991 1992 1993 1994 1995 199 1997 1998 1999 2000 2001 2002

AirTran 0.0 0.6 14 1.0 09 12 13 15 16 19
ATA 0.1 0.1 0.1 0.4 0.7 1.0 09 08 11 12 13 1.6 19
Frontier 0.0 0.2 0.3 03 03 05 0.6 0.6 0.8
JetBlue 0.3 08 13
Southwest 7.0 8.2 9.6 113 12.7 13.6 14.1 138 138 143 149 16.2 15.8
Other LCCs 0.2 19 2.4 2.3 2.8 24 2.2 2.2 2.0 2.1 2.0
Total LCCs 7.0 8.3 10.0 137 16.3 18.4 19.0 18.2 185 194 20.6 22.9 23.7
Alaska 18 19 19 2.0 2.6 29 3.1 3.0 31 3.0 2.9 3.0 3.2
America West 3.8 4.3 3.6 34 3.3 34 3.3 3.3 3.2 3.2 34 3.6 3.8
American 148 1563 16.2 14.7 127 115 11.0 10.7 10.8 104 109 108 141
Continental 6.8 14 14 1.3 8.3 1.2 6.5 6.6 7.0 6.9 6.7 6.9 6.8
Delta 126 15.0 155 15.0 148 138 148 15.7 16.2 159 16.1 152 16.0
Northwest 1.1 1.3 15 7.3 71 14 15 1.6 7.0 1.6 1.6 1.6 7.6
TWA 39 38 4.1 3.6 36 3.6 35 3.6 39 38 38 3.2

United 115 128 12.7 118 112 119 119 121 132 12.7 117 11.0 10.2
US Airways 14.0 131 124 118 123 10.7 10.1 10.7 10.7 10.2 104 10.3 9.6
Other Carriers 16.6 10.8 8.8 95 1.7 9.7 9.2 8.7 6.6 6.9 59 5.6 51
Total 1000 1000  100.0 1000 ~ 1000 1000 ~ 100.0  100.0 1000 ~ 1000  1200.0  100.0  100.0

#iun - U.S. DOT DB1A Database
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Ol -3.436907 -2.395827 0.0284
o -4,122685 -1.752610 0.0977
Oy -0.422609 -1.771157 0.0945
O, 7.110380 1.948325 0.0681
Oly 2943126 2614097 0.0181
oy -3.400049 -2.125158 0.0485
R-squared 0.993047 Total Observations 21
Adjusted R-squared 0.989367 F-statistic 269.7914
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L = fladenseeny
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T9aNA19199 O wudAdnszAnsaessoudsadenisuaniia Jafla Aianng
dsznnuAraanunliin Tddduddnynisadainszsu 0,05 urilegualaasaunudnen

R-squared assaainsifileingetie 0.942731 Al ddunnludusiely

paaft B Aradiaanasnis Translog Production Function sesnguanenisdiugiunusin

Variable Coefficient t-Statistic P-Value
0l -41.71384 -0.320587 0.7527
Ol 4559428 0.981936 0.3407
o 16.63474 0.657609 0.5201
o -30.19163 -1.330630 0.2020
Olc -3.866613 -0.681438 0.5053
o -1.107403 -0.753149 0.4623
Oy -1.360341 -1.198106 0.2483
O, -4.302247 -1.190921 0.2511
Oy 4.601067 0.986966 0.3384
oy 2.903913 1.418458 0.1752
R-squared 0.942731 Total Observations 26
Adjusted R-squared 0.910518 F-statistic 29.26507
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fryaneal | C = fladavu
L = fladeiigeany
M = tlasadaunldlunisliusnig
Ay 2 unAdutsransnidanndun 1 lumpneei 4 waz 5 uAui A NaNas
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A3190UNNTDADRE ANNENANTN D (L 4)
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dayanldlunaslszuanarduiscdnsluannisalasd Aa UFuiunisauds
dlnaans uazdmaantaaansaesananistu 16, aanisdiu PG, anannsiiu VAP, avenns

iu PBA, aneinnsiiu FD, anensiiu DD uazananastiu OX Tnalddeyasatl

WananiedszunniAindaaiunnnansAdnisz@ns Aq t-Statistic waz A1 P-Value
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Variable Coefficient t-Statistic P-Value
C +18.64483 -4.924959 0.0002
P -0.953113 -2.798048 0.0135
GDP 1.672515 10.38353 0.0000
R-squared 0.904199 Total Observations 18
Adjusted R-squared 0.891425 F-statistic 70.78688
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R-squared gutia 0.904199

Lﬁ'@mé@ﬂ@zﬁmqﬁr‘umﬁmmm‘imﬂm’mm‘?{w’?‘@m’qmmﬁwq’mmqﬂmﬁﬁi@ﬁmﬁm
TneansnadnWenduiimela fuiusAaiidudsRviaednmalnsasadoiten
mmﬁmuﬂ;umm@ﬂmﬁﬁi@ﬁmmmimm@mﬁ'ﬂ M lunnatlszanourndulaz@ng CVS mu
wuuanaas The Conjectural Variations Model sialil TasfinuualfiAimanuiinueuaas

o ' A A A i o =
‘ﬂqﬂm\jﬂm‘ﬂ@m?’]ﬂqtﬂﬂ@qﬂﬂ@ﬂ HANAINAARATINNNINITANTN

wun 4 Avuanguananisiy Ae ngnaensduuEnssngluuy wazatenisiv

1
o

v dl 1 ¥ o dg/
AUV UR 6ﬁ\‘]LLU\‘]1®®\‘]H

q

&he

1. nguansnisfiugsnasisngiluuy Taaananisiundneglungu

sznaudae 4 @ranisdu leun
Thai Airways International (TG)
Bangkok Airways (PG)
Phuket Air (VAP)
PB Air (PBA)
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2. nguatansdusuuan eatantsdundnet lunquiitsznausan 3 any
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Thai Airasia (FD)
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Tnarualiaiantsin TG %qﬁﬂ?‘mmmﬂumﬂﬁmﬂm?@lqﬁm Wusaunues
nquanansiuLiniadiuguoy (Benchmark Firm A) daugnanisfiv DD dsfidfununis
adlneansiieniiga Wufaunuaesnguananisduduruen (Benchmark Firm B) visil
FielinaeriuFeulafidn Benchmark Set azdesilssneudaaisngsiailuafian wazidn

NgnUaIgAAIMNITNIINDEFaE

duit 5 sansiszannidn CVS visiledlugy Semi-Logarithmic Form uas
Logarithmic Form 1435 Ordinary Least Square dsen CVS fidszunasldluusazgilass

4 ¢in

Flariannatszanae CVS aglugy Semi - Logarithmic Form mnuawnsd 3
(un#t 4) azlirin CVSyy , CVSgr , CVS,, , CVSgy dvainsnsnuandlémamsnadt 7
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[o]

ay

il r,itj
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Al

[1' (yj /Ye)- (]/MM)(Wkaj/Pyj)]* (Ye/yj) = ér *(F ACVS, +F BJ-CVSB,)é

BB

S

m9adt 7 din CVS fitlszanauantdannanins Semi-Logarithmic Form

Variable Coefficient t-Statistic P-Value
CVSy 5.17E-07 4.285679 0.0006
CVSg TA4E-07 5471626 0.0001
CVS,, 3.01E-07 4,339331 0.0005
CVSg, 8.19E-06 4291388 0.0006
R-squared 0.864368 Total Observations 21
Adjusted R-squared 0.830460 F-statistic 25.49155

U AINNITANUIN

avnnnsdszanouen CVS fiaglugd Logarithmic Form maasnns?i 4 (undl 4) az

1670 CVyy , CVgy , OV, CV, Seanunsnuanslésiannaed 8
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ée,
av/y,

|Ir|11

b (y,/ve)- m,)wx, /Py, ]+ (very,) = & & (F ACV, +F o CVe );

&IIO'

p997t 8 fin CVS Firlszanaudnldannannis Logarithmic Form

Variable Coefficient t-Statistic P-Value
CVy -0.821463 -2.309512 0.0346
CVy, 2.818558 0.375662 0.7121
CVy -2.171505 -0.531600 0.6023
CVg, 45.91529 0.213005 0.8340
R-squared 0.996773 Total Observations 21
Adjusted R-squared 0.995967 F-statistic 1235.625
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danaunnsfiaglugt Semi-Logarithmic Form
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Andwilsz@naaas Benchmark Firm B a<l4lunisanpziwljisenldneuaesniim
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Usmresaues a1enisiu DD aziinnsminaziudnacldfunisidnouainus guaedugs

1 1 dl ¥ 1 o QI ! 1 = o
aglungud 1 drannsuasduinuiBunninisaudsdinaansdumaarii

AndutlszAviaas Benchmark Firm A Gelflunisaaasiudl§isenldmeuaeqssy
Audeduiiedlungudl 2 vianguatanisiudunusa (CVS,) Hadunan #a 3.01E-07
wandlshiiudy ifleanennsiu TG fmsdfiaiiunninissudsdlngas Wi snesnuies
aremsiiu TG azfiniamenziudaagldiunslinauaniiimeuteiuieeg lungui 2 fae

nsuaduia BN sanad s s umani

AndutlszAviases Benchmark Firm B ds14lunasaaasiudl§isenTmeuaeqisy
Audeduiiedlungud 2 sidenduaraniatiudunui (CVS;) feuduuan fa 8.19E-06
uansliitiudn deananiaiu DD vinmafisaiannnismudedlaaanslfiussEmaamias
areamsfiu DD az@inmsmnazudnazlifunielineuainissmgudeiuieat lunguil 2 dae

nsuavduia BN sruasdlnad s umang

au 1 vihenduiseanania 4 i (CVS, , CVSy, , CVS,, , CVS;)) snsinnnamagey
a dl 49{ 1o A aaa ¥ ! ¥
anNAgIuNenaaeuglunyAnNIuLiiu wieljisenldnevssudedisznaunisly

anaunssuaiangin Tneidiaqn’ The Cournot Hypothesis dsifuauumguiilan CVs

samuals 0
1. The Cournot Hypothesis
H, : CVS, = CVSg = CVS,, = CVSg, = 0

arnnisnaaaulaald Wald — Test wuqn F-statistic 3 25.49155
(Probability = 0.0000) Asvifiasasnsmgu Hywde Null Hypothesis fiszsunanuidasiuies
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Benchmark firm A waz B dwinnnsmnnziulfizenldneusenizsngudsduicios lungs

Renfunasinsnguiusanisulasuwlas Bunninissudadlasaisues Benchmark Firms
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aoelungui 1 Hy : CVS, 0

CVS,,

11
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anelungadi 2 Hy o CVS, = CVS,,

annmanesaulagld Wald Test luntsnaaeuans@gnuees Benchmark
Fim A uaz B Swinnnsmmnazudfizenldnensessssmaudeduiiedlungu 1 wudn
F-statistic A7~ 25.41599 (Probahility = 0.0000) Asufjiasassmigan Hywia Null
Hypothesis fisziupnuideiufoas 95 ?ﬁlqmaﬂﬁmﬁawﬁgmﬁmmq uAnedn Lileane
nsfiu TG uaz arennadu DD agiinnaldsuulasfanmnisaudedingansiaziingg
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Benchmark Firm A H, : CVS, = CVS,

Benchmark Firm B H, . CVSg,

CVS,,
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annnageulnaldss Wald Test lunsmaseuanufigrufaady
ﬂg’j’ﬁ?ﬁm‘ﬂﬁmmmﬁﬁw@LLﬂqﬁuﬁﬂgimu@zﬂziuﬁu (ﬂZ\jN‘ﬁl 1 meﬂzjmﬁl 2) sianai Aeuuilag
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Equality Hypothesis (s CVs aasusiazidinaziiausing) sald
2. The Equality Hypothesis
Hy : CVSy = CVSg = CVS,, = CVSg,

annsnpaeulneldds Wald Test wudn F-statistic fan 27.19349
(Probability = 0.0000) 3suifjasaxsdgau Hy sie Null Hypothesis fis sunanuidasiuas
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