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Star Oneworld Wings Qualiflyer Skyteam
Air Canada
Air Newzealand
ANA
Ansett Australia Air Euroope
Austrian Airlines American Air Liberte
British Midland Airlines Air Littoral
Lauda Air Aer Lingus AOM Aero Mexico
Lufthansa British Airways KLM Crossair Air France
Mexicana Cathay Pacific | Northwest LOT Czech Airlines
SAS Finnair Airlines PGA Delta
Singapole Lberia Sabena Korean Air
Airlines LanChile Swiss Air
Thai Qantas Airways TAP
Tyrolean Volare Airlines
Airways
United Airlines
Varig
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Abstract

Open Skies Policy : A Study on the Alliance Performance

and International Competition of FFP

Suh, Myung-Sun*
Cho, Ju-Eun**

In terms of the international air transport, the open skies policy implies
freedom in the sky or opening the sky. In the normative respect, the open
skies policy is a kind of open-door policy which gives various forms of
traffic right to other countries, but on the other hand it is a policy of free
competition in the international air transport. Since the Airline Deregulation
Act of 1978, the United States has signed an open skies agreement with
many countries, starting with the Netherlands, so that competitive large
airlines can compete in the international air transport market where there
exist a lot of business opportunities. South Korea now has an open skies
agreement with more than 20 countries.

The frequent flyer program (FFP) is part of a broad-based marketing
alliance which has been used as an airfare strategy since the U.S.
government’s airline deregulation. The membership-based program is an
incentive plan that provides mileage points to customers for using airline
services and rewards customer loyalty in tangible forms based on their
accumulated points. In its early stages, the frequent flyer program was

focused on marketing efforts to attract customers, but now in the

* Dept. of Airline Service, Kwangju Women’s University
** Devi. of Hotel & Tourism, Semyung University
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environment of intense competition among airlines, the program is used as
an important strategic marketing tool for enhancing business performance.
Therefore, airline companies agree that they need to identify customer needs
in order to secure loyal customers more effectively.

The outcomes from an airline’s frequent flyer program can have a variety
of effects on international competition. First, the airline can obtain a more
dominant position in the air flight market by expanding its air route
networks. Second, the availability of flight products for customers can be
improved with an increase in flight frequency. Third, the airline can
preferentially expand into new markets and thus gain advantages over its
competitors. However, there are few empirical studies on the airline frequent
flyer program. Accordingly, this study aims to explore the effects of the
program on international competition, after reviewing the types of strategic
alliance between airlines.

Making strategic airline alliances is a worldwide trend resulting from the
open skies policy. South Korea also needs to be making open skies
agreements more realistic to promote the growth and competition of
domestic airlines. The present study is about the performance of the airline
frequent flyer program and international competition under the open skies
policy. With a sample of five global alliance groups (Star, Oneworld, Wings,
Qualiflyer and Skyteam), the study was attempted as an empirical study of
the effects that the resource structures and levels of information technology
held by airlines in each group have on the type of alliance, and one-way
analysis of variance and regression analysis were used to test hypotheses.

The findings of this study suggest that both large airline companies and
small/medium-size airlines in an alliance group with global networks and
organizations are able to achieve high performance and secure international

competitiveness. Airline passengers earn mileage points by using non-flight
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services through an alliance network with hotels, car-rental services,
duty-free shops, travel agents and more and show high interests in and
preferences for related service benefits. Therefore, Korean airline companies
should develop more aggressive marketing programs based on multilateral

alliances with other services including hotels, as well as with other airlines.

Key Words : Open Skies Policy, Airline Strategic Alliance, Frequent Flyer
Program, Standard of Information Technology, Resource,

Structure, International Competition, Performance





