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Abstract: 
 

 The project addresses the airline transportation, the changes and the social aspects of it, 

especially in the Western world.  There have been numerous studies concerning the economic 

aspect of the airline business industry. However, most of them have not looked at the social 

aspects of these changes.  

In our report we attempt to combine both the economic and social end of perspective. To 

introduce our reader to the situation of air transportation, we include a small portion of air-

transportation history.  Later on, we move onto the domain of future steps that are being taken to 

address the mass transportation needs. A socio-economic look at the current situation is 

undertaken to gain some understanding of the current airline industry.   
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1. Introduction  
 

 Perhaps the most profound effect of the coming years is the massive population growth, 

and with that comes the inevitable question of the transportation needs. The obvious need to 

maintain and improve the current transportation network is no longer subtle. With the 

introduction of airliners as transport, society has experienced both positive and negative effects. 

In our report we would like to quantify these effects. To understand the current air transportation 

system, we include a small portion of history behind it. 

 Since the beginning of human culture there has been need of transportation. But it was 

with the invention of the airplane, that men fulfilled their dreams of owning the skies. The airline 

industry quickly evolved and became a must for long distance transportation means of the public. 

The airline industries evolved mainly in the Western world, more so in the US after World War 

II.  However, as the complexity of maintaining a nationwide network grew the government 

started regulation of the airline industries; thereafter, in the wake of rising prices, and certain 

airline monopolistic competition, the US Federal Government decided to deregulate the airline 

industry. Following the deregulation, came the changing nature of airline network. The airline 

industry quickly adapted to what came to be known as the spoke and hub system instead of the 

previous point to point system. Due to the deregulation a huge decrease in ticket prices and 

increase in airlines as a means of public transportation was seen. But as the hub and spoke 

system matured, the aftermath was that most airlines stopped their service for less profitable 

routes, in turn increasing waiting time for the passengers. But the problems emerged on the 

airline side as well, when the predatory behavior of the airline industry halted growth of other 
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airlines. As of now whether deregulation was a better choice or not is still controversial. 

Throughout the course of the airline evolution the airline industry has affected the society. The 

environmental effect and the changing nature of the job world are a few of the profound effects 

the airline industry has had on the society.  To understand the whole picture we need to take a 

step back to the history of airline regulation. 

  

2. History – Regulated Skies 
 

2.1 Regulation 
 

Development of airline jets was secured after World War II. The Cold War between the 

Soviet Union and the United States following World War II further advanced the world of 

aviation, as more military research was handed over to the public transportation. But as air travel 

soared upwards so did the problems with airline industry. For example, air traffic control became 

a major issue. Furthermore, air traffic routes, flight expense and other economic affairs became 

harder to maintain. Thus the Federal Government was forced to create agencies to overlook both 

the economy and flight safety issues of the aviation industry.   

In the beginning, regulation supporters argued that deregulation of the aviation industry 

would make the airlines concentrate only on flying high volumes in the high profitable routes, 

causing cut throat competition among the different airlines in the industry. The fear of this 

competition compelled the post depression-era members of Congress to vote for the Civil 

Aeronautics Act of 1938 (Bailey, 1985). As a result of this act, congressmen created the 
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independent board of members known as the Civil Aeronautics Board (CAB). CAB was one of 

the first agencies that came into existence to maintain the aviation industry in the US. It was 

mainly involved in the regulation processes. 

However, later on safety and traffic control became too significant for the CAB handle 

alone. Following the accidents that took place in Grand Canyon in 1956 (two aircrafts collided, 

killing 128 people) the need for another agency became clear. Afterwards, the government 

enforced the Federal Aviation Act in 1958. Later on, this act created the Federal Aviation 

Administration (FAA). This administration was in charge solely of establishing and running a 

broad air traffic control system to maintain safe separation of all commercial aircraft through all 

phases of flight. On the other hand, CAB retained jurisdiction primarily over economic matters, 

such as airline routes and rates.   

 

The CAB had four main functions: 

• To award routes to airlines  

• To limit the entry of air carriers into new markets  

• To regulate fares for passengers 

• To promote and develop it 

 

The goals of the CAB were to provide the American citizens with the safest, most efficient, 

and least expensive air travel over the widest possible range. The agencies accomplished these 

objectives by regulating some aspects of the commercial aviation sector such as:  
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1. Dictating the route patterns between cities and the frequency of flights. 

2. Managing fares for passengers and cargo. 

3. Financing, subsidizing carriers flying on less profitable routes. 

4. Controlling mergers and acquisitions.  

5. Arranging inter-carrier agreements.  

The separation of tasks between CAB and FAA helped the government maintain the aviation 

industry. 

 

2.2 CAB – Pricing Strategy 
 

The Civil Aeronautics Board had the responsibility of setting up airline ticket prices for each 

individual route. Prior to World War II, CAB set air fares similar to those of the first class 

railway fares.  After 1942, CAB reviewed the pricing, and decided to increase prices as an across 

the board (flat) fare. Later on, the CAB started an investigation into the airline ticket pricing, 

known as the Passenger Fare Investigation of 1960. As a result of the investigation, CAB 

decided to set the price bar at 10.5 percent of the rate of return. However, the number of 

passengers declined in the 1970's and affected the financial stability of airlines. Due to price 

restrictions imposed by the CAB, they were not able to compensate for their losses and this 

caused the Board to review its previous pricing policies. Thus, it provoked another change in 

prices from 10.5 to 12 percent rate of return in the year 1974. However the price change was still 

inconsistent with public demands. The Board’s lack of understanding of factors, which defined 

the airline ticket fares, led to an inefficient pricing strategy. To set the passenger fare, the Board 
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took into account the load factor, seating density, and cost of service standards, ultimately setting 

a rate of return related ticket fare for the airlines. However, the idea of taking cost of service into 

account was bloated, because the Board only looked at distance traveled while examining the 

cost of service. They did not take into account load factor1, fuel costs and other important factors 

(Bailey, 1985). Furthermore, CAB thought about the industry (rather than route plans), 

individual passenger fare, and service cost while setting the price envelope.  

 

The CAB failed to implement a clear cut air travel pricing based on changing 

circumstances. For instance, the CAB did not consider the technological advances and its impact 

on the airline industry.  In the late 1950’s, because of these technological advances, the airlines 

were able to provide affordable long distance travel. In fact, some short distance travel was 

priced at a cost higher than the service cost while some long distance travel was priced at a much 

lower rate.  

 

Another instance was the route mapping while setting up prices.  The routes should have 

been a careful consideration to this pricing envelope that the committee would set. However the 

pricing was fruit of less thought process and more of following the rail-line pricing. Following its 

predecessor the rail-line administration, the Board decided to mimic the air transport traffic route 

to postal mail system routes. And thus the board never looked into the rationalization of the route 

mapping.  

                                                 
 

1 Load Factor- The ratio of revenue passenger miles to available seat miles of a particular flight. 
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 Furthermore, because of complexity of the route mapping, networking and other 

considerations the Board would not give authorization for a new airline to enter an already well 

adopted route market. Routes were given to mostly established airlines, thus limiting the 

competition and change of price in a dynamic and changing industry. CAB thus created a chaos 

when it came to pricing of the flights. CAB’s failure in maintaining a healthy pricing brought 

about the demise of regulation in the aviation industry.  

 

3. End of the Regulation 
 

 While regulation limited the cutthroat competition and rivalry between competing 

companies; it also gave rise to airline monopoly on the ticket prices. With the airlines controlling 

both; the services offered to the passengers and the industry itself, they had all the power to 

charge high rates which resulted in unfavorable consequences for consumers.  

In addition, the CAB would consistently picked airlines from the available pool for a 

particular route rather than letting the market decide which airline should fly that route (Bailey, 

1985). This caused the established carriers to gain monopoly on the market. Thus, new entrants 

into the aviation business were at a great disadvantage and were often shut out of key routes 

since the established airlines did not want new competition. A good example from today of this 

would be Virgin Atlantic not gaining access to US airports for a very long time.  As discontent 

among the consumers regarding the fare-setting and regulation rose to a higher peak, the 

government decided to mandate the regulation process (Gudmundsson, 1998). 
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In later years of 1976-77, creation of Sky Train service by Laker Airways marked a 

milestone. It offered extraordinarily cheap fares for flights. They did not actually own planes but 

leased them from the major airlines. To compete with these charter planes, the major airlines 

reduced their prices. In the wake of all these events, the Congress passed the Airline 

Deregulation Act of 1978, which deregulated the airline industry. The major effect of this act 

was that for the first time, airlines could enter the market, and expand their routes whenever and 

wherever they found it profitable. This Airline Deregulation Act of 1978 finally marked the end 

of the regulation in the aviation industry.  

4. Effects of Deregulation 
 

4.1. The pricing effect 
 

There are different views on the effects of the deregulation of the airline industry. One of 

the views expressed was that it would create a monopoly in the airline industry. The other view 

was that the deregulation would cause the airlines to stop their service towards the less profitable 

routes. Right after the deregulation, a lot of airlines pulled out of less profitable routes, and 

concentrated on the more busy routes. Airliners like United American, and other big airlines 

suspended their services for passengers of smaller cities. On the contrary, the benefits of 

deregulation could be seen through the new ticket fares that were offered and through the new 

level of productivity that airlines reached (Bailey, 1985). 
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4.1.1. The passenger’s perspective 

 

 In the first decade, following the deregulation, the average price per mile that passengers 

paid declined by 30 percent in real, inflation-adjusted terms (Kahn, 2007).  People had the 

benefit of many different discounts offered but unfortunately the benefits from the price 

competition were not evenly spread. The ticket rates offered on densely traveled routes were 

much lower than the ones on sparingly traveled routes. Also, on the short haul routes smaller 

planes were used which led to more expensive price per mile in comparison to long distance 

routes where big jumbo planes were used. This caused an overall price discrimination in the 

average price per mile that passengers paid. Nonetheless, the consumers were able to enjoy the 

lower pricing of tickets due to deregulation.  

 According to Kahn (2007), in the years between 1976 and 1990, the average ticket fares 

that passengers had to pay declined by 30 percent in real, inflation-adjusted terms. An 

unprecedented number of passengers took advantage of these incentives.  An estimate of the 

savings made by travelers due to these incentives can be quoted anywhere from $5 billion to $10 

billion per year. (Kahn 2007, Bailey 1985).   

 

4.1.2. The airline’s perspective 

 

The new pricing of tickets helped both the passengers and airlines. Airlines attracted a 

much larger customer pool with their low ticket fares and eventually filled the seats for flights 

that would otherwise go empty.  Moreover, technological advances provided a breakthrough in 
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short distance traveling. The airlines started using small jets to fly over short haul routes. 

Additionally, with the introduction of Hub and Spoke system, they were able to decrease the 

flight frequency and increase their profit margin. 

   

4.2. Airline Productivity and Expansion 
 

Following the deregulation, the airline industry expanded rapidly. Not having a restriction 

on the ticket prices, airlines could give heavily discounted tickets for seats that otherwise would 

stay empty. This led to an increase in the average filling of the seats of a plane. In the first twelve 

years after the deregulation the number of filled seats rose up to 61%, whereas prior to 

deregulation, it was around 52.6% (Kahn, 2007). 

 On average the airlines did not fill more than 70 percent of their seats until 1997. But as 

of 2006, the industry is filling on average about 80 percent of its seats. In today’s industry 

around 80 percent on average is the minimum that an airline needs to have in order to survive in 

the market (Kahn, 2007). Conversely, it is very hard to reach a much higher percentage. There 

are many reasons that prevent an airline from reaching a level close to 100 percent of the average 

filling. The airlines have to accommodate passengers and provide flights to them even though the 

seats are not filled up .They cannot cancel a flight because it is not filled up which leads to 

decrease in load factor. To increase productivity the airliners often try to combine flights 

whenever possible to reach a better seat filling percentage. Also in order to be able to offer their 

customers more destinations, airlines needs to sell passengers tickets for a flight that is operated 

by another airline. For example a passenger can buy a ticket from Delta airlines from Boston to 
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Paris but actually he will be flying on Air France airplane and the flight will be operated by Air 

France. 

Looking from the perspective of the years after the act of deregulation, the average filling 

of the airplanes has steadily risen to the current 80 percent. The basic factor in this regard, was 

the possibility to offer different prices for tickets which was impossible before the deregulation. 

Also the unpredicted rise in passengers that occurred after the deregulation introduced a higher 

filling percentage.  

Another factor that needs to be taken into consideration is technological advances. 

Introduction of larger airplanes took airline productivity to a new height. Airliners had 

considered of using larger airplanes but this idea took more time to be shaped into reality. The 

reason is that because of safety regulation, and commercial issues, it takes an average of 10 to 20 

years to implement an idea from its inception. For example the idea for the new airbus A380 was 

first revealed back in 1991 but it made its first commercial flight on October 25th 2007 between 

Singapore and Sydney (flight number SQ380).  (www.airbus.com) (Last accessed 10/15/2007). 

This time lag in realizing a finished product from an idea, gave rise to the question of how 

airlines will increase productivity and passenger filling in the future.  The aviation industry could 

not use the outcome of using larger airplanes until late 1980’s. However, nowadays the number 

of passengers has reached almost a steady state. In 2003, 639 million passengers boarded 

airplanes at U.S. airports. And the number for 2006 is around 660 million. This allows the airline 

companies to make better predictions of the market. (http://www.faa.gov/) (Last accessed 

10/15/2007)  



16 | P a g e 

 

 

The competition that came out of the act of the deregulation has also lead to increasing 

the number of domestic airports served by the big airline companies. For example American 

Airlines increased the number of domestic airports they served from 50 to 173 in just 9 years 

after the deregulation and in the same time United Airlines reached a total of 169 airports, 

compared to only 80 back in 1979 (Kahn, 2007). 

These changes created a competitive atmosphere for the people to choose between 

different airlines. For example, if a passenger was to fly from Boston to Phoenix at the beginning 

of 1992 he would have had the possibility to choose between six different airlines. Another way 

of looking at this is that only 27 percent of the passengers traveled routes that were served by 3 

or more airline companies in 1979, in constraint to 55 percent having this luxury by 1998.  

 

4.3. Air Transportation Network System   
 

The deregulation also created an indirect link between the airline expansion and the air transport 

network. Due to the changing nature of the network system, the airlines accumulated huge profits 

and expanded rapidly. Keeping in mind this huge expansion, a new and better transportation 

network was necessary to ensure the smooth functioning of the industry. This new network 

system was identified as the spoke and hub system. This system can better be understood by 

visualizing a bicycle wheel. The words "hub" and "spoke” of a bicycle create a vivid image of 

how this system works. A hub is a central airport that flights are routed through, and spokes are 

the routes that planes take out of the hub airport. The major airlines “adopt” key cities as their 

hubs or centers for their airline network operations. These key cities serve as a stop for most 
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flights, wherein airplanes come in and then disperse off to other low key destinations. To get 

even an even better understanding, Figure1 illustrates the differences between the airline network 

systems before and after regulation – spoke and hub vs. point to point: 

c  

Figure 1: Before and After the Regulation (Rodriguez, 2007). 

Source: http://people.hofstra.edu/geotrans/eng/ch3en/conc3en/hubspokederegulation.html 

 

Before deregulation both grey and black companies provide service in a point to point 

network. After deregulation, companies have all the flights come to a major hub, and thereafter 

take their passengers to the intended destination. All the major carriers today have adopted the 

spoke and hub system network. 

In essence, the spoke and hub system reduces the number of flights being used at one 

time. An illustration of this phenomenon is as follows: If a 100 people from five different states 

in the South-West need to go to Miami in a point to point system, these people maybe using 20 
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planes altogether with a total in-flight time of approximately 80 hours. However, in the spoke 

and hub system, all the 100 people will fly to a particular hub in the South-West area, and then 

take a common flight to Miami. The total flight- time in this case will be 40 hours. This 

drastically reduces the total flight time serviced by the airlines and the number of flights used. 

This phenomenon is more commonly known as the decrease in flight frequency.  

Some of the major hubs used today by major airlines are listed below: 

 

Delta Air Lines (DL) uses  

Hartsfield-Jackson Atlanta International Airport (ATL) (the world's largest hub), 

Salt Lake City International Airport (SLC). 

 

American Airlines (AA) uses   

Dallas-Fort Worth International Airport (DFW),  

Chicago's O'Hare International Airport (ORD),  

Lambert-Saint Louis International Airport (STL),  

Miami International Airport (MIA), and  

San Juan's Luis Munoz Maren International Airport (SJU).)  

 

Among the first few companies to adopt the spoke and hub system was FEDEX. After 

their success with this new system, other major airlines followed suit and took into account the 

spoke and hub system. In spite of this, the point to point network system (the previous network 

system) is still in use, even though the spoke and hub system proved to be more dominant and 

practical. The most notable of the airlines that still use this network system is Southwest 

Airlines. In table 1 below, we can see how much the airline network has shifted to spoke and hub 

system due to deregulation. 
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Percent of airline's domestic departures 
at hub 

 

Airline  Leading Hub city 
in 1983 

1978 
(2nd Quarter) 

1983 
(2nd quarter) 

Percent Change in 
Departure in Hub 

American  

 

Dallas Ft. Worth 11.2 28.6 113.7 

U.S. Air Pittsburgh 16.0 23.2 45.7 

Continental  Houston 12.8 22.9 45.8 

Delta  Atlanta 18.3 21.4 11.4 

Eastern Atlanta 18.3 21.0 1.0 

Frontier Denver 18.0 33.8 23.8 

Northwest Minneapolis 16.1 20.7 18.7 

Ozark St. Louis 15.5 35.6 53.7 

Pan American New York 12.3 24.0 -1.8 

Pidemont Charlotte 3.7 19.6 538.0 

Republic Minneapolis 3.4 7.7 91.1 

TransWorld St. Louis 11.9 33.0 81.3 

United Chicago 13.8 18.9 1.5 

Western Salt Lake City 10.3 16.9 129.3 

 

Table 1: Percent of airline's domestic departures at hub 

Source: service Segment Data taken from CAB report to Congress (Bailey, 1985). 

 

From the table 1 we can see that, between 1978(beginning of the deregulation) and 1983 the 

major airlines have seen an increase of airline departures in hub system anywhere between 45 to 

130 percent. This illustrates how the spoke and hub system has dominated after the deregulation. 

Figure 2 below gives a map of the latest hubs in the United States, which are labeled according 

to their size.  
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Figure 2: Air Traffic Hubs for 2007 
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Figure 2 also depicts the influence of spoke and hub in today’s airline industry. As we 

can see, almost all the airlines now have some sort of a hub, with most of the larger hubs 

concentrated in the busier cities, and the smaller hub in the smaller and less busy cities. The 

airports hub size designations (i.e., large hub, medium hub, small hub, and nonhub) are given by 

Federal Aviation Administration (FAA) based on the percentage share of total U.S. passengers 

boarding from an airport (Table 2). 

 

 

Type of Airport Percent of total boardings* 

Large hubs >1% 

Medium hubs 0.25% – 0.99% 

Small hubs 0.05% – 0.25% 

Nonhubs <0.05% 

 

Table 2: Airport designations depending on the percentage of total boarding 

 

*Percentages of total passenger boardings by scheduled air carriers in the 50 states, the District of Columbia, and 

other U.S. areas designated by the FAA.  
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4.4.Safety through the years 
 Although there has been a dramatic rise in the air traffic, statistically speaking the safety 

of air travel has also increased. This can be established from the Accident Database (Table 3) of 

FAA which shows that there have been 20 to 45 percent less accidents involving airplanes in the 

recent years .The Accident Database was established in 1962 by the Civil Aeronautics Board 

(CAB). Approximately 1,900 new event records are added each year. Each record contains data 

about the aircraft, environment, injuries, sequence of accident events, and other topics.  

 

Table 3: Accidents and Accident Rates by NTSB Classification 1987 through 2006, for U.S. Air Carriers 

Operating Under 14 CFR 121 (Title 14--Aeronautics and Space, part 121 –operating requirements: 

domestic, flag, and supplemental operations) 2(FAA – Safety Division) the database is available to the 

public at ftp://www.ntsb.gov/avdata/. (Last accessed 10/20/2007) 

                                                 
 

2 Note: A database query tool is available at http://www.ntsb.gov/ntsb/query.asp#query_start (Last 

accessed 10/20/2007) to search for sets of accidents using such information as date, location, and category of 

aircraft. 
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From Table 3 above, we can see the aircraft operation has steadily grown over the years, 

while the accidents have stayed relatively constant. As a result, the actual ratio of accidents to 

miles flown has decreased significantly. For instance, in 1987, 10.645 million miles were flown, 

whereas in 2006 19.56 million miles were flown. However, the damage factor went down from 

1.503 to 1.074 per million miles.  

 

In spite of pricing deregulation, the safety factor of air travel is still largely under 

regulation. The Federal Aviation Administration regulates certain safety procedures that the 

airlines must follow. The Safety division of the FAA is working towards the goal of limiting the 

three-year rolling average fatal accident rate to 0.010 fatal accidents per 100,000 departures. To 

achieve this, the FAA Safety division has put forth different requirements like having EGPWS - 

Ground proximity warning system – which every air carrier within the US has had to comply 

with after October 1st 2007 As of June 2007 the accident rate is 0.022 fatal accidents per 100 000 

departures. 

 

4.5.New Entrants 
Another interesting effect of the post deregulation was an increase in competition among 

the airline companies. Startup and small airlines were able to enter the market for the first time in 

40 years. Smaller airlines were able to do so, since they did not have to agree to the demands of 

the larger established airlines. With increased availability of travelling and higher passenger 

numbers, the total operating revenues for the major national and international airlines rose 

substantially (Windle, 2007). In spite of the speculation that new entrants would not survive in 
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the post regulation market, they continued to thrive as profitable airline companies and are the 

cause of major competition and price change in today’s market.  

4.5.1. Effect of New Entrants on Airfare Pricing  

A new entry to the market by a new company creates a downward pressure on prices.  In 

a Senate hearing, the researcher Steven Morrison presented the data in table 4 regarding the 

effects on pricing due to a new competition entry.   

 

Table 4: Average change of real fares due to deregulation factor presented to the Judiciary board 

concerning Antitrust, Business Rights, and Competition (Morrison, 1998) 

The data in table 4 shows the difference between routes served by the new entrants (mostly small 

carriers). Routes served by the small carriers caused the fare to go down significantly; in some 

cases as much as 54.3 %. 

 

4.5.2. Effects of new entrants on Airline Traffic  

The new entrants also have a positive effect on the airline traffic. These positive effects 

of a new competition can be traced back to the regulated period. Even in the regulated period, 

CAB did not have complete control over the interstate airline infrastructure. The new startup 



 

 

companies took advantage of the situation and lowered their

the network of interstate routes, thus allowing 

Between the years of 1949 through 1962

with low ticket pricing in the state of 

to serve the intrastate market; where they would charge 

would attract a larger consumer base.

percent of total traffic between Los 

called the California Experience. In 1971

similar phenomenon in Texas.  

Figure 6 depicts the traffic difference between

regulated market of Houston and California

Figure 3: Comparative traffic growth of Dallas 

similar markets under 500 miles served by CAB carriers exclusively 

25

companies took advantage of the situation and lowered their prices. This in turn further expanded 

the network of interstate routes, thus allowing huge flow of traffic. 

1949 through 1962, some small airlines created a huge rise

the state of California. A few airliners in California created an alliance 

state market; where they would charge less fare than the established carriers and 

would attract a larger consumer base. The Pacific Southwest Airlines itself would carry 28 

os Angeles and San Francisco in 1962. This phenom

called the California Experience. In 1971, another airline called the Southwest Airlines created 

difference between a regulated market against a slightly less 

and California in the regulated period.  

 

Comparative traffic growth of Dallas – Houston Market with the average of the ten most 

similar markets under 500 miles served by CAB carriers exclusively   (Bailey, 1985
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prices. This in turn further expanded 

rise in traffic 

created an alliance 

than the established carriers and 

would carry 28 

This phenomenon was 

irlines created a 

against a slightly less 

Houston Market with the average of the ten most 

, 1985) 
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The Dallas-Houston market was slightly less regulated as opposed to Chicago, New York 

regulated markets. The new entrants took full advantage of this varying market, and increased 

the overall traffic in those markets.  

The full impact of the new entrants in the aviation industry was felt in the aftermath of 

deregulation. The air traffic rose to a staggering 440-450 millions in the years between 2006-

2007. Figure 7 illustrates the huge affect new entrants’ intervention have on air traffic after 

deregulation.  

 

 

Figure 4: US Traffic in millions 2006 – 2007
3
 

 

                                                 
 

3 Source: US department of Air Transportation. (Bureau of transportation statistics) report: 

July 2007 Airline Traffic Data: U.S Airlines Carried Record Number of Passengers in July 
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Over the years, United States has seen a dramatic increase in the air traffic. Comparing Figure 3 

to Figure 4, it can be seen that the air traffic has risen by about 200 times in the last 30 or so 

years. 

 

4.6.The Drawbacks 
Although deregulation has had its profound positive effects, unfortunately, it still has its 

downsides. Proponents of the regulation system have been arguing about the long term effects of 

the deregulation.   

 

4.6.1.Spoke and Hub 

The disadvantage of the current airline network further extends to the passenger side, 

since  the monopolistic airlines increase airfare for the passengers. In 1990, according to the Air 

Transport Association prices per mile were usually much higher on less densely traveled routes 

rather than on more densely traveled ones; the reason was less competition on the small markets. 

The wait around time has doubled due to spoke and hub system. For example, last year in 

Heathrow and other UK airports (major international hubs of Europe) airlines were hit by 22% 

surge in complaints, of which second-biggest cause for complaint was delays (Mclaughlin, 

2007). Moreover, in the hub and spoke system, the airlines tend to only serve the most profitable 

routes, leaving small city passengers in dismay.    

 An inevitable consequence of the spoke and hub system is that, only a handful of airlines 

would dominate a hub, and thus the entire network connected to it. As the hub and spoke 

network matures, it becomes increasingly difficult for the air carriers with fewer number of 
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flights to compete both for hub and spoke access, mainly because of the principles of 

agglomeration economics (United States. General Accounting Office 1991). Since only a few of 

the airlines dominate the hub, they can gain monopoly of the market and thereafter increase the 

fare for the passengers. Moreover,  at the wake of the spoke and hub system, the competition 

becomes a threat not only to small airline companies - large airline companies become 

endangered as well. The failure of Eastern Airlines, Midway, and Pan American, and the 

bankruptcy of carriers such as Continental, America West, and TWA just show that the spoke 

and hub system creates a no-holds barred system, where most of the competitors will get 

abolished.  In recent years, the airline industry has requested that this effect be addressed. Airline 

companies have tried to merge to decrease competition, and as a result have produced an array of 

failures (Windle 2000, Kahn 2007). Regulation substantially insulated each airline from the 

competition. By wiping out all regulation and allowing airlines to enter any network, there was 

an estimated 25 percent increase in the average number of airlines per route. However, if a 

certain route were to be dominated by a single airline, that leaves no opportunity for others to 

develop successful flights over that same route.  

   

 

4.6.2.1 Frequent Flyer Program 

The dominant airline is able to provide frequent flyer program (FFP) rewards, and other 

discounts to attract passengers.  In some cases the dominant airlines are able to block gates and 

other facilities for their competitors in certain hubs and airports. When an airline provides 

service frequently between two end points, passengers become more interested, and if these 



29 | P a g e 

 

 

passengers are loyal to the airline company, they receive FFP’s. Since FFP depends on the miles 

that the passenger has traveled, the passenger is more interested in flying with a company and a 

route that he will use most in the future (Peteraf 1994, Borenstein 1989). The expected FFP 

increases if the passenger has more destinations, more miles to fly from his preferred departure 

point.  

 4.6.2.2. Computer Reservation System 

 Other major factors that affect the passenger pool are TACO & CRS. Travel agent 

commission (TACO) override program was introduced by some of the major airlines right after 

airline deregulation. In the TACO system agreement a travel agency would provide 80 percent of 

its booking to an airline; and the airline would pay the travel agent a 15 percent of the 

commission stead of its usual 10 percent commission or so. In the early 1990’s the travel agents 

would write more than 80 percent of all tickets. On the contrary, during the regulation travel 

agents ticket sale would only constitute around 50 percent of the total ticket sale. The other 

major factor was Computer Reservation System.  

The carriers with own computer reservation system (CRS) are able to manipulate the 

travel agents. The following picture shows a typical CRS system in early 1980's. The 

competitor’s flight would not show at all, or it would be showed on later screens. In the figure 

we can see that the Frontier airlines is listed as the most convenient flight in SABRE, however in 

the Apollo CRS system it does not show up in the first three screens. Because of TACO and CRS 

the travel agents would normally book more flights for the airline than their other competitors.  
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carriers would try to create mergers and gain a larger share of the market and dominate with their 

own CRS system. Moreover they would charge excessively for other carriers. 

However in the late 90’s and early 2000 the airlines decided to decrease the travel agent 

commission, and also increase the internet booking system. The inception of internet booking 

has curved down the monopolistic control of the CRS and travel agent booking. Additionally, the 

dominance of the CRS system was substantially decreased because of antitrust laws.  

4.6.2.3 Antitrust Law. 

Like other unregulated industries aviation industry also suffers from unlawful competition.  

To battle this odd there needs to be direct implementation of anti-trust laws. Some of the 

improper conducts by some airline companies include: 

• Use of computerized reservations systems (CRS) to handicap smaller competitors. 

• Discriminatory fares in response to the small airlines.    

A notable situation is the British Airways and Virgin Atlantic competition. Previously, 

London air transport system through the "London Air Traffic Distribution Rules" had given 

British Airways (BA), an unchallengeable control over Heathrow airport. In 1977, to support 

London's other airport Gatwick, the British Government took initiatives and stated that all 

airlines that were planning to operate a scheduled service to or from London for the first time to 

use Gatwick instead of Heathrow. Also it stated that airlines that did not already operate an 

international scheduled air service in Heathrow prior to April 1, 1977 would not be permitted to 

commence operations at Heathrow. In addition, the "London Air Traffic Distribution Rules" 

banned all new all-cargo as well as all charter flights from Heathrow as of April 1, 1978. This in 

a way had given British Airways a monopolistic control over the Heathrow airport. (The 
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Economist, 1991) However, in the early 1980's the government decided to amend the rule to 

provide a fairer competition to other airliners. BA had previously gone against the Government's 

decision to abolish the "London Air Traffic Distribution Rules"(much as its USA counterpart of 

the United States Airline Deregulation Act of 1978).  This led startup airline like Virgin Atlantic 

commence operations at Heathrow (Wikipedia).  BA then fought against Virgin Atlantic to gain 

control over Heathrow.  In the process BA went extraordinary lengths to which the company 

went to try to demolish competition from Virgin. As the anti-trust law was imposed, BA had to 

settle out of court giving Virgin a bill of £3million (BBC, Business Week).  But it does not 

always mean that the new air carriers are getting perished in the race, in fact sometimes they 

provide a much tougher competition to the established carriers.   

4.6.2.4 New entrants & Airline failures 

Both in the pre & post deregulation period, the new airliners have suffered severely while 

surviving in the market. Right after deregulation a number of new airliners emerged and went 

bankrupt within a few years. Within the year 1979 to 1981, 55 new carriers emerged, of whom 

23 are presented in Table 6. Of the 21 airliners only 3 were operational as of mid 1990.  
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Table 5: Start up jet 1979 – 1986 Source (Bailey) 

 

The reason behind the new entrants’ failure has been a debatable question. However, most 

economists agree that these airliners had huge lack of belief in new marketing strategy. Most of 

these airlines have failed to adopt a new marketing strategy and followed pre-deregulation 

management rather than creating a post-deregulation management corporation. Lack of 

management experience, lack of strategy, poor understanding of market, insufficient working 

capital coupled with insufficient margins and loans, these aircrafts failed by large margins ( 

Windle 2000,Gudmundsson 1998). 

However, during the mid 1990’s the small new entrants changed their marketing and 

management strategy. This led to dramatic success in the aviation market by the new airliners. 

The have revolutionized work rules and labor cost. The new entrants have used the choice of 
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aircraft as their most significant advantage. Since they look at a low load factor4 break-even 

method, (that is number of passenger and fare implementation to just make enough revenue to 

stay in market) they use only low labor cost operators.  Also judging from the frequency and 

short haul flights, they are able to use low cost, slower aircrafts, which means that their 

investment is much lower than their bigger competitors. Under regulation these new managerial 

skills had been severely restricted (Meyer 1986, Morrison 1998). Deregulation has placed a new 

meaning to the marketing and strategic planning versus the CAB belief of legal regulations.  

  

5. Industries View of the current situation. 
With the dramatic change after the deregulation, the aviation industry experts have 

expressed mixed reactions. The rising dissatisfaction and waiting time for the passengers due to 

hubbing, has created a drive to go more towards point to point system in the future. This will 

mean that the air-taxis and short haul aircrafts will dominate the next market. However, 

oppositions of this notion have argued that this is unlikely, since changing the airline network is 

very costly and airliners would like to make more profit using bigger airplanes which can only be 

done in a spoke and hub network. Recently, Boeing has taken a big gamble in producing more 

                                                 
 

4 This indicator, compiled monthly by the Air Transport Association (ATA), measures the percentage of 

available seating capacity that is filled with passengers. Analysts state that once the airline load factor 

exceeds its break-even point (the labor cost+ flight cost), then more revenue can be yielded by the 

airliner.  
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efficient smaller aircraft with better materials and better range. Eclipse aviations Very Light Jet 

also happens to be a strong contender in this case.  

In contrast Airbus believes that the future market belongs to large aircrafts, specifically 

with its venture of the Airbus A380. It is not the engineering and the technologies that are 

dictating the future of airplanes and airline as one would think but it is the market – the 

passenger’s need (Clark, 2001). Whether the aviation industry will adopt to using smaller or 

larger airplanes , is still a question at large.  

 

Figure 6: Boeing and Airbus forecasts.  Source: (Clark, 2001) 

 

However, the drive to operate with smaller aircrafts has certainly shown fruitful results in the 

past few years.  Furthermore, Boeing’s big gamble has fueled interest in the small aircrafts and 

air taxis.  

6. Air Taxis - the future 
The inclusion of air taxis in modern aviation network has certainly created an interesting 

phenomenon. The air taxis have taken the chance to go to smaller airports and serve the less 
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dense routes. Unlike hubs and spokes , the smaller routes pose less competition. With the 

absence of competition they can still provide the passengers a low fare and still earn profit out of 

it. Since, there is no competition; there is no fear of getting ousted by discriminatory fares by the 

big airlines. Furthermore, technological advances in industry has introduced low cost jet planes 

(VLJ being one of them) and led to a new era. SATSair , Linear Air, Pogo are some the more 

prominent ones in this respect. SATSair uses small SR22 Cirrus aircraft, and they have 

consistently done well in the airline market with only 26 airplanes.  

       The Boston based Startup Company Linear Air has gained momentum in the market with 

their Very Light Jet. The four- to six-passenger aircraft will retail as low as $1.4 million, less 

than half the price of today's lowest-priced jets, and cost well under $1 per nautical mile to 

operate. This leads to the fact, that in near future charter aircrafts will be able to provide service 

to middle class passengers at a very low price (Loyalka, 2005) The number of companies 

operating business aircraft in the U.S. nearly doubled over the past decade. Transportation 

Department statistics show as many as 16,000 passengers use regional airports (an airport 

serving traffic within a small geographical area) per day, which is where these charter planes and 

companies need to operate. A small fraction of these people will make the air taxi venture 

profitable (Palmeri, 2007). 

However, it is not only the size and choice of routes that is affecting better revenue for the air 

taxis. The new marketing systems that make charter airplane booking a lot easier, has fueled  the 

rising profit margin of these companies. Virgin charter happens to be on the forefront of this new 

managerial and marketing scheme. 
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The idea behind Entrepreneur Richard Branson's Virgin Charter is to introduce an online 

marketplace for charter flights. The idea of this marketplace can be closely related to the online 

marketing of Ebay.  The idea of creating an internet based booking system has been  debated for 

a while. In this new business idea buyers will still try to book their trips online, but the other 

advantage of this system would be that they can locate available charter flights & check for the 

charter airlines safety rating. Thereafter, charter operators receive buyers’ trip request and those 

that can meet the buyers needs will compete to book the flight with the buyer. Although the idea 

seems tangible, the affect is fairly huge.  

  According to Busineesweek and Virgin Charter CEO there are 2500 operators and over 

10,000 business Jets will be glued to a single operation due to Virgin Charter. Due to this most 

charter flights will not suffer from the so called “empty leg” 5 syndrome, which means most of 

the charter seats will be booked ( Palmeri 2007, Schaefer 2007). These empty legs hold about 40 

percent of charter traffic and are a major cause of inefficient private jet travel (Schaefer, 2007). 

What virgin charter offers is a solution to this empty leg syndrome for airliners. Although the 

idea has been around for a while, Virgin is the first major organization to introduce the idea. 

(Palmeri 2007, www.virgincharter.com). (Last accessed 10/21/2007) 

                                                 
 

5 It is common in the aviation industry for airlines to have to fly empty from one destination to another. May be , the 

flight will have full seat booking from one destination; but on it’s way back the flight may not have filled all it’s 

seat. This phenomenon is called the empty leg syndrome. It is more common in charter flights than commercial 

large airplanes.  When a client books a charter flight and the charter performs it, after completion of such a trip the 

aircraft must return to its base. Hence the charter airlines fly back empty to its base. 
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7. Airline Alliances – Once Rivals, Now Partners 
Every airline company is aiming to be able to serve more and more destinations and to be able to 

offer global access in order to have more passengers but without undertaking a huge capital 

investments. Thus, in the wake of rising airline competition from the smaller airliners, we see a 

shift in the larger airliners marketing strategy. Instead of fighting among themselves for 

dominance the larger airliners is trying to form an alliance, and oust the smaller airliners. The 

post deregulation has seen many mergers, and bankruptcy of airliners. However, today there are 

three major airline alliances: 

• Star Alliance 
• One World Alliance 
• Sky Team Alliance  

 Table 6: The three major alliances Source:(Iatrou,  2007) 
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The formation of the alliances has lead to setting up efficient global networks.  The above table 

shows the trend in aviation industry to merge stead of competing with other airlines.  

8. Economical Effects 

 

Figure 7: Causal loop Diagram for Airline Industry 

 

Different factors play role into molding of an economical environment. The airline 

industry is a complex economical system that directly and indirectly gets affected by many 

factors.  The driving force of this industry is of course demand – the peoples need to travel every 

day to different destinations.  

Since the deregulation, the demand for air transportation is constantly rising, for various 

reasons. The world population has increased more than 20% over the last 20 years; the 

globalization has forced a constant movement of the people to various distances all over the 
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world. Peoples need to travel creates a demand that is met by the airline supply. The 

deregulations of the airlines lead to unbinding competitions between airliners and considerable 

price drops. The latter half of the decade after deregulation used the technological advances to 

further pressure the price down to the middleclass people expenditure range.  The worldwide 

economic development fueled leisure money expenditure; coupled with that the cheap ticket 

prices created more and more and demand for flights.   

 As a result of demand, the aviation market expanded. The bigger airliners now offer more 

routes, dozens of flights to passenger’s choice. The passenger thus sticks with his airline choice. 

This in turn creates a loyal customer pool for the airliners. To provide more flights to the same 

route airlines have created spoke and hub, where they maintain dominance in a hub region. Also 

another thing that needs to be noted is the airline mergers.  Because of the demand a lot of new 

airliners tried to enter the market, but as we stated earlier most of them didn’t manage to survive 

the market.   One of the reasons being the fact that these small airliners cannot fight against the 

bigger alliance airliners because of hub dominance, low ticket pricing. Thus these small airliners 

cease to exist after a while, and file for bankruptcy.  

 Perhaps the most interesting aspect of airline industry right now is how the marketing 

side of it has evolved after deregulation. More and more competition has come in. And the 

airlines have been made to change their ways of marketing and performance. In today’s world a 

passenger would expect to get better pricing, easy ticketing, better scheduling and good hosting 

from the attendees.  The airliners have thus gone out of their business shell to provide a better 

customer experience. Today it is not the airline, the size of the airline or routes that dictate profit, 

but it is more likely better marketing and airline network policy that dictates the profit margin 
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and hence the airline industry. A better marketing strategy means a larger gain at the customer 

base.  Customers now look for a combination of better pricing (provided by frequent flyer), 

better service (online ticketing, attendees) to fly with a certain airlines.  

 However, in future we expect to see this causal loop change dynamically because of the 

rapid development of technologies. Offering new options are evolving air taxies and VLJs. We 

can expect these new small airliners to survive and create a further price drop.  Furthermore, it 

would be interesting to see how today’s aviation industry copes with tomorrows marketing 

strategy. More people like Richard Branson with ventures like Virgin Galactic and Virgin 

Charters are opening horizons for the passengers and companies alike which will affect the 

airline industry. At this point we can only speculate that this change will be on the positive side 

for both the passengers and airliners.  

9. Social effects of improvement in aviation technology 
 

A lot of people have lost sight of the technological advances and their effects on the airline 

industry, while judging the pre and post deregulation era. The pre deregulation period airline 

industry was severely limited in resources when it came to technologies. With the commence of 

new technologies, VLJS and small airliners the future of airline industry looks bright. These 

small aircrafts can sustain medium range journeys, and serve small communities and regional 

airports. The small airliners thus can use these aircrafts to gain market on the community based 

transportation.  The airline deregulation created a hollow in the small non profitable routes. But 

these small aircrafts can fill the gap. The bigger airliners because of load factors and profit 

margin did not want to serve small communities and short routes. Possibly even in future; these 
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large airliners will not be able to sustain these markets with a small passenger mark up. 

However, in the small airliners case, they will have enough passengers for their small aircrafts in 

the short distance routes.  This means that the passengers of the small community and in a sense 

the entire society will be able to gain from the technological advances of small aircrafts.  

Looking back to deregulation, the then airliners did not have a choice of  these short haul 

small airliners , which is why they could not afford the rising cost of maintain a short route with 

a marginal amount of passengers. If these small airliners were there CAB would have had a 

much better way to implement their pricing for routes, and both the passengers and the airliners 

would in fact have gained from these.  The post deregulation period has been able to utilize this 

advantage, and the airliners have been able to gain profit from this by reducing the ticket price to 

nominal price and maintain a high load factor.  

Right after deregulation most of the small routes were abandoned by the airliners, but the air taxi 

system and small aircrafts have filled that gap. This has allowed for the small communities to 

grow. Imagine a person wants to come to NY from Worcester, and either he has to take a four 

hour bus journey, or drive for 3 hours. Instead he can save time by flying with a small charter   

plane, by spending a bit more money. This will certainly be in advantage for the Worcester 

community, by giving them more choices to travel.  
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10. Environmental Effect 
 

The airline industry not only had an economical effect on the society but it also had a 

profound environmental effect on the society. The aviation industry has been widely successful 

in keeping a low profile for the pollution due to airline transport.  The aviation industry has been 

a major source greenhouse gases and noise pollution throughout the years. The environmental 

effects of aviation industry growth have been a much debated subject for years; however no 

substantial regulatory rule has been implemented to keep in check the aviation-industry- 

pollution check.  

 

10.1. Noise Pollution  
 Noise pollution damages peace and quiet of life for the residents nearby the airport. 

Wildlife is damaged due to excessive noise emissions nearby the airports. Studies have shown 

that noise creates learning disability among children. The World Health organization (WHO) in 

their report of “community Noise” has included the following problems. 

Hearing Problems 
Pain 
Communication and speech perception 
Reading acquisition among children 
Annoyance 
Sleep disturbance 
Psychological reactions during sleep 
Stress 
Effects on heart rate, respiration 
Cardiovascular effects 
Nausea 
Headache 
Reduction in sexual drive 
Insomnia 
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Loss of appetite 
Mental disorder 
Productivity 
Effects on social behavior 

 

 People living nearby the airport are subjected to long exposures to noise.  WHO limits the 

noise level to 55 dB for proper human interaction, but the current noise levels around the airports 

are much higher than that. Although the airline industry has accepted the problems associated 

with noise pollution, it has cleverly denied any link between aviation and pollution.  The airline 

industry has frequently said that the noise level footprint (measure in number of people exposed 

to noise) is shrinking with the inclusion of low noise airliners. However, what it has failed to 

mention is that the number of airplanes are going up, and with that the noise pollution is also 

going up. The more airlines we will have, the greater use of lands for hubs, terminals and 

runways will be needed. This in turn will cause more noise pollution. Not only does the noise 

pollution affect the health of the nearby people living in the neighborhood, it also involves 

monetary terms. The housing rent and charges go down because of the excessive noise near the 

airports. However, the hotel business gains momentum due to the vicinity of the airport.  

 

 The aviation industry has presented the idea that the noise level is going down by use of 

low noise airliners.  However, the measurement of noise level data itself is convoluted. If one 

uses a particular noise measurement data set, it can nullify the recognition of noise problem. If 

someone uses data that only looks at peak levels of noise, then the damage done overtime by 

noise exposure will not be recognized by looking at that data and vice versa.  The aviation 
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industries attempt to reduce noise pollution just by introducing quieter aircrafts do not account 

for rapid growth of air industry, night time flights and freights etc.  

 

The problem relies in the fact, that different airliners use different measures for calculating noise.  

Lufthansa/Condor used noise protection hangars for their specific airliners at their Hamburg 

maintenance base. But those noise hangars are geared towards specific   airlines. Likewise all the 

measures taken by the airliners are very specific to a certain  airport and only addresses certain  

environmental objectives set forth by that airport (Morrell 2000). 

 

 

10.2. Air pollution  
 

Air pollution is an even more serious challenge than noise pollution. Air transport is a major 

reason for the deteriorating environment surrounding us. The emissions of Nitrogen Dioxide 

play a large role in the disruption of ozone layer above us.  

Furthermore During flight, aircraft engines emit carbon dioxide, oxides of nitrogen, and oxides 

of sulfur, water vapor, hydrocarbons and particles which alter chemical composition of the 

atmosphere. The effects are both long term and short term. Many of the emissions from aircraft 

change the absorption of solar radiation and the absorption and emission of thermal radiation. A 

recent study of the three-day period after September 11, 2001, when all commercial flights in the 

US were grounded, has shown some evidence of a 1°C to 2°C increase in the day-night 

difference in temperature over US. (Royal Commission Special Report)This is consistent with 
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the theory that aircraft contrails and act to lower day-time temperatures by reducing solar 

radiation and raising night-time temperatures by reducing heat loss . 

However even the most basic need to meet the NO2 emission level has been step aside. Although 

there are laws requiring a (NO2) level, the annual mean concentration of nitrogen dioxide (NO2) 

is being exceeded at airports. One example being Heathrow where the limit for NO2 was 54 

µg/m3. However it has been consistently exceeded. 

From our previous discussions it can be concluded that further growth of the aviation industry is 

inevitable.  However, with the same certainty we can also say that pollution, environmental 

deterioration due to aviation industry is also inevitable. 

 

 

11. Reforms  
 

 Like all industries there involves certain steps that need to be taken for efficiency of the 

system. For the airline industry this seems to be an absolute need. First, the government takes 

laissez faire step, where it does nothing. Second, the government could actively attempt to make 

markets more competitive by allowing new competitors to operate on routes, by dissolving 

preferential arrangements between hub-dominating carriers and their hub airports . Third , it can 

regulate and create price margins to save the passengers and small airlines from being exploited. 

Fourth, would be that the Government takes into account the air taxi industry to apply low fare 

point to point system and allow a new airline network system to breathe. The airline industry 

relies primarily on the federal government to provide sufficient air traffic control and on federal 
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and local authorities for airports, which they can provide easily. A reform in the air traffic flow 

will definitely help.  

When it comes to meeting the needs on the environmental scale; the Government must restrict 

the number of flights each year, and enforce advanced aircraft use to the level at which aviation 

generated pollution limits will not be breached. 

12. Conclusion 
 

There is no opposition to the fact, that air transport is an amenity that has become a must. The 

affordability and speed that air transport delivers today have made international travel accessible 

to people all over the world. Aviation industry directly provides jobs for millions of people all 

over the world. Indirectly the aviation industry facilitates trade in goods, industrial developments 

and economic services. However, the soaring trend of aviation growth has also left us with the 

concern of a monopolistic market, and an unfathomable pollution scale.  

The deregulation of airline industry has brought good news in some places. Deregulation has 

induced airline competition and therefore falling airfare prices. However, the proponents of 

deregulation failed to see the aftermath of hub and spoke network system, where only a handful 

of airlines gains monopoly over the market. Added to this, the fact that fuel prices have steadily 

grown over the past decade, the airline industry has suffered from billions of dollars of losses. 

Thus there seems to be a trend of airline failures and bankruptcy that can be observed in the 

recent years. The only way out of a bankruptcy seems to be joining larger airline alliances. As of 
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April 2008, Delta & Northwest airlines announced their merger, proving that the airline market's 

fragile situation(Maynard). 

Deregulation was supposed to bring free market, where the customers would freely shop for their 

flight. But the frequent flier programs and monopoly on the hubs have bounded the passengers to 

stick with only handful airlines. The airline mergers die to deregulation and hub-spoke network 

provides a much larger route network, but not necessarily larger choice pool for the customers.  

However, the deregulation has allowed for the smaller startup companies to become successful, 

which in the days of regulation would not have been possible. In the future, from the market side 

it would be interesting to see whether the larger airliners dominate, or the smaller air taxis. What 

is the future of passenger air travel; Airborne Taxi? Point to point, Scrub the spoke and wheel?  

Prospective future seems to address towards point to point system with VLJ's. Or maybe the 

future is still in the big jets - new Airbus starts operating will show how good it is. Most 

probably the future will be somewhere in the middle, combination of the spoke and hub and the 

point to point system. Only the future needs of the passengers will determine what will prevail 

and what regulatory needs should be taken. The governments should come up with steps on 

financing the small airliners, yet maintain a sort of laissez faire notion for the market. The 

deregulation has offered the airline market   with both positive and negative effects. However, 

there is no right or exact answer as to how we can make the air-transportation system bereft of 

negative effects of deregulation, and only keep the positive effects. In any case we can be sure of 

one thing, the growth of aviation industry is inevitable, and with that all of its complexities will 

grow as well.   
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