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ABSTRACT

The main research questions in this study are: First, to find out some empirical evidences of international
airline alliance formation effect on passenger airfare and Passenger Revenue per Kilometers (RPKs). Second, this
study also empirically explores the market structure of Trans Pacific routes through the theory of Contestable market
concepts. Using Ordinary Least Square Method (OLS) with 183 Trans Pacific routes data set, the result shows the
incontestability of Trans Pacific interhub market since the Herfindahl-Hirschman Index (HHI) statistically affects
RPKSs so the market structure of those interhub route samples is likely to be imperfect competition and can be well
described by traditionally classical economic theory. The relationship between alliance formation and airfare as
argued by Bruckner and Whalen (2000) model shows that the effect of airline alliances on 183 Trans Pacific routes,
though statistically insignificant, raises the fare approximately 1.4 %.
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