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Degerli Bilim Insanlart,

Isletme Bilimi Dergisi Yaym Kurulu olarak 2019 son sayist olan Cilt 7 Say1 3
ile yayina cikmanin gurur ve mutlulugu icerisindeyiz. Onceki sayilarimizda oldugu
gibi bu sayida da farkli disiplinlerden gelen makaleler ile sizlere zengin bir igerik
SUNUYOTUZ.

Bu sayimin ilk calismas: Nilgiin SARIKAYA ve Remzi ALTUNISIK “Saglik
Kurumlarindan Hizmet Alanlar Géziinden Hasta Haklar1 Konusundaki
Uygulamalara Yonelik Tutum ve Degerlendirmeler” baslikli calismadir. Yazarlar
bu ¢alismada hasta haklar: konusunda halkin biling diizeyinin ve tutumalrinin
belirlenmesini amaclanuslardir.

“Tiiketicilerin Online Marka Topluluklarina Katilimlari Uzerinde Oz Benlik
Uyumunun Rolii” baghkli ikinci calismada, Serta¢ CIFCI, Ruziye COP ve Ezgi
GONENIR, 6z benlik uyumu ile tiiketicilerin online marka topluluklarima
katilimlar: arasindaki iliskiyi tartismaktadirlar.

Uciincii calisma Ferda ALPER AY, Ismail UNALAN ve Ozgiin UNAL
tarafindan kaleme alinan “Ustler ve Astlar Arasindaki Iletisimin Astlarmn Is
Tatmini Uzerindeki Etkisi” baslikli calismadir. Bu makalede astlar ile iistler
arasindaki iletisimin astlarin motivasyonunda nasil bir etkiye sahip oldugu
irdelenmistir.

Dordiincii ¢alismada Mehmet Yasar, “Evaluation of the Competitive Factors
Affecting Ticket Prices in Low-Cost Airlines” bashikli ¢calismasinda diisiik maliyetli
havayolu isletmelerinin bilet fiyatlarimin iizerinde etkisi oldugu varsayilan rekabet¢i
unsurlarin belirlenmesini amaclamaktadir.

Bu sayimin besinci makalesi olan “Pozisyon Okulu mu, Kaynaklara Dayal:
Yaklasim mi1? Yoneticilerin Stratejik Konulara Iliskin Gériigleri Uzerine Nitel Bir
Aragtirma” baglikli makale Recai COSUN ve Duygu CIFTCI tarafindan iist diizey
yoneticilerin  stratejik kararlarinda Pozisyon Okulu ile Kaynaklara Dayali
Yaklagimun iddialarindan hangilerine yakin durduklarimi belirlemek amaciyla
gerceklestirilmistir.

Sayimn son c¢alismasini olusturan “Turizmde Yeni Uriin Gelistirme ve
Pazarlama Stratejileri: Kastamonu Destinasyonu Ornegi” baslikli makale, Nagehan
BUYUKMEHMETOGLU ve Kutay OKTAY tarafindan kaleme alinmistir. Bu
makalede yazarlar Kastamonu sehir merkezi destinasyonunda yeni iiriin gelistirme
ve pazarlama stratejilerinin neler olmas: gerektigini arastirmglardir.

Dergimiz bu sayisi da isletmeciligin farkli disiplinlerinde degerli bilim
insanlarimin kiymetli ¢alismalariyla zengin bir icerikle hazirlanmigstir. Dergi
politikast olarak bundan sonraki sayilarnmizda da isletme bilimine dayali farkl
disiplinlerden gelen calismalar1 yayimmlamaya oOzen gosterece$iz. Bu sayimizda
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gondermis olduklar: makaleler ile dergimize katki saglayan tiim yazarlarimiza, Isletme Bilimi Dergisi
dergimize gonderilen makalelerin degerlendirilmesi icin krymetli vakitlerini ayiran 2019
saygideger hakemlerimize ve makalelerin dergide yayinlanmaya hazir hale gelmesi Cilt:7 Say1:3

icin yogun bir gayret gosteren editor kurulumuz ve dergi sekretaryamiza

tesekkiirlerimi sunarim. Dergimizin okurlarimiz ve bilim insanlarina faydali olmas:

dileklerimle sonraki sayilarimizda isletmeciliin  giincel calismalarin  bilim

diinyasimin hizmetine sunmak icin siz degerli bilim insanlar1 ve arastirmacilarin

katkilarini bekliyoruz.

Saygilarimizia. ..

Prof. Dr. Mahmut AKBOLAT
Editor
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EVALUATION OF THE COMPETITIVE FACTORS
AFFECTING TICKET PRICES IN LOW-COST
AIRLINES?!

Res. Ast. Mehmet YASAR

Kastamonu University, School of Civil Aviation, Aviation Management Department,
myasar@kastamonu.edu.tr
ORCID ID: orcid.org/0000-0001-7237-4069

ABSTRACT
Aim: This study was designed to determine the competitive elements that are
thought to have an impact on the ticket prices of low-cost airlines.
Method: Using ticket prices from routes in which Pegasus Airlines operates, a model
was formed to examine the relationship between ticket prices and a variety of
variables including the monthly frequency of the routes, the monthly available seats,
the market share on the route, whether it is a monopoly on the route or not, the
number of airlines operating on that route, whether there is another low-cost carrier
on that route as well as the level of concentration on the route. Linear regression
analysis and T-Test were used to test the model and reveal the levels of difference.
Findings: The study found that market share, the number of flights on the route and
route concentration values had a significant positive effect on the ticket prices. On
the other hand, the presence of another low-cost airline on the route has a negative
effect on ticket prices. In addition, ticket prices were found to be higher in monopoly
markets and in markets with only one low-cost airline.
Results: The research is important in terms of examining competitive effects on
ticket prices.
Keywords: Ticket Prices, Competition, Regression, T-Test

1 This research was presented at the 2018 Business and Organization Research Conference

and extended by the author after the conference.
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Diisiik Maliyetli Havayolu Isletmelerinde Bilet
Fiyatlarina Etki Eden Rekabet¢i Unsurlarin

Degerlendirilmesi
0z

Amag: Bu arastirma diisiik maliyetli havayolu isletmelerinin bilet fiyatlarinin
tizerinde etkisi oldugu diisiiniilen rekabet¢i unsurlarin belirlenmesi amaciyla
tasarlanmisgtur.
Yontem: Bu kapsamda Pegasus havayollarinin seferlerini gerceklestirdigi hatlarin
bilet fiyatlar1 elde edilmis ve s6z konusu hatlardaki aylik frekans, ay bazinda arz
edilen koltuk, hattaki pazar payr ve bununla ilgili olarak hattin monopol olup
olmamasi, o hatta faaliyet gosteren havayolu sayisi, ilgili hatta baska bir diisiik
maliyetli isletmenin olup olmamasi ve hattin yogunlasma seviyesi gibi degiskenlerle
bilet fiyatlar1 arasindaki iliskiyi incelemek iizere bir model kurulmustur. Ayrica
monopol pazarlarda ve sadece tek bir diisiik maliyetli havayolu isletmesinin var
oldugu pazarlardaki fiyatlarin farkliliklar: da arastirma kapsaminda ele alinmustir.
Modelin test edilmesi ve farklilik diizeylerinin ortaya ¢ikarilmas: igin dogrusal
regresyon analizi ve T-Testi kullanilmistir.
Bulgular: Arastirma sonucunda havayolu isletmesinin pazar payinn, ilgili hatta
gerceklestirdigi sefer sayisinin ve hattin yogunlasma degerlerinin bilet fiyatlari
tizerinde anlamli pozitif etkisinin oldugu, bir baska diisitk maliyetli havayolu
isletmesinin ilgili hatta mevcut olmasimin bilet fiyatlar: tizerinde negatif etkisinin
oldugu bulgular: elde edilmistir. Ek olarak, monopol pazarlarda ve sadece tek bir
diisiik maliyetli havayolu isletmesinin oldugu pazarlarda bilet fiyatlarinin daha
yiiksek oldugu sonucuna ulagilmistir.
Sonug: Arastirma bilet fiyatlar: tizerindeki rekabetci etkilerin incelenmesi agisindan
onem arz etmektedir.
Anahtar Kelimeler: Bilet Fiyatlari, Rekabet, Regresyon, T-Testi

LINTRODUCTION

The liberalization tendencies, which first emerged in the United
States (USA) and followed by Europe before moving to spread all over the
world, brought a lot of innovations to the air transport industry. Access and
entry to markets became easier and more comfortable after the liberalization
movements. This ease brought a quantitative increase of businesses and
prepared the ground for the emergence of new airlines (Fu et al., 2010;
Dobruszkes, 2009).

The emergence of low-cost carriers (LCC) in the USA, the European
Union countries, and almost all over the world today is considered to be the
most important output of liberalization movements (Lawton, 2002). The LCC
model emerged in North America under the leadership of Southwest airlines
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before being first adopted by other airlines in the region and then spread
across the world (Graham and Shaw, 2008: 1440).

An examination of the Turkish aviation environment reveals that
airlines, other than Turkish Airlines, are actively involved in the market,
especially following the 2003 liberalization of domestic routes. This has led
to an increase in demand, which translates to an increased number of
passengers, and, an increased volume in both domestic and international
routes for Turkish aviation sector (Battal et al., 2006). Before the
liberalizations, the Turkish aviation sector only had Turkish airlines, which
is a traditional airline and other airlines operating Charter flights. After the
liberalizations, just as in the US, low-cost airlines following the cost
leadership strategy emerged in the Turkish air transportation industry
(Ozsoy, 2010).

Data from the ministry of transport could be used to support the
increase in the volume of the sector. Based on the 2017 report of the Ministry
of Transport, a comparison of the 2003 and 2016 figures reveal that whereas
the number of domestic passengers was 9.1 million in 2003, the number
surpassed 100 million in 2016, reaching 102.4 million. The number of
passengers on international routes, which was 25 million in 2003, reached 75
million at the end of 2016. In addition, the number of destinations flown also
increased from 26 to 55 in domestic lines and from 60 to 286 in international
flights (UDHB, 2017). Undoubtedly, the important reasons for this increase
are the freedom of access to the market due to the liberalization and the
emergence of the airline companies operating under new business models.
As in other examples abroad, the airlines in Turkey which identify as LCC,
have taken their place in the market and contributed to the growth of the
aforementioned volumes.

According to ICAQO’s definitions, Low-Cost Airlines in Turkey
include (ICAO, 2017):

. Atlas Global

° Corendon

° Onur Air

. Sun Express*

. Pegasus Airlines*

LCCs aim to minimize their costs in all processes. In this context, they
mostly use secondary airports. The reasons for this may include low turn-
around times due to low density, fewer slot problems, inability to access
primary airports or the stiff competition when they manage to enter these
airports, and relatively low fees at secondary airports (Barbot, 2004: 2-3).
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Although included in the LCC list by ICAQ, it may be difficult to
consider LCCs such as Ryanair, Southwest and Wizz Air as 100% LCC in the
Turkish context given the airports they use, their fleet structures and their
network structures. However, considering these features, Sun Express and
Pegasus are the two closest airlines with LCC qualifications.

The increase in sector volume that resulted from the 2003 domestic
liberalization in Turkey brought competition. This process, which was
started with the increase in the number of flight points, also triggered an
increase in the frequency at these points, leading to the possibility of more
flight points and more journeys in both domestic and international routes.
There is a need for the examination of the competitive status of the market
given the increased number of destinations, the increased number of flights
in these destinations as well as the presence of LCCs in these markets.

An examination of the competition dimension of air transport,
especially on the domestic front, reveals that most studies have focused on
market structures. Among these, Saribas and Tekiner (2015) drew a general
framework of airlines in Turkey, Kiract et al. (2017) examined the
competitiveness of airlines at the airports by considering their market shares
at those airports, and Yasar and Gerede (2018) looked at the competitive
status of markets with concentration criteria on the basis of city pair.

These studies are based on a ‘general to specific’ model, and all 3 of
them reached the conclusion that the air transport market in Turkey is not
truly competitive. In this study, we intended to evaluate the competitive
features of ticket prices resulting from the internal dynamics of the airline as
opposed to the inter-firm or market structure dimensions. In this context, 134
flight routes (origin-destination) of Pegasus airlines, which is identified as
an LCC, were analyzed and the competitive factors that are thought to have
an effect on ticket prices tested within the determined model.

II. LITERATURE

There are different studies that look at various aspects and features
of ticket prices. Table 1 provides information about the studies obtained as a
result of the literature review.
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Table 1.
List of Literature Review

Author(s) Year Methodology Focus Variable(s) Results
No Effect: Existence of
L
. D:Price C(,: .
42 one-way flights :Market Share. Existence Positive Effect:
Barbot 2004 Regression of Ryan Air (LCC ’ Number of
g of LCC, Number of R
Carrier) Competitors Competitors
P Negative Effect:
Market Share
D: Yield, Passenger
Southwest Entry at Numbers *Presence of LCC —
Dresner R . . y I: Distance, LCC, Slots, Lower Yields
1996 Regression BWI Airport in .
et.al. 1993 Vacation, Income, *Presence of LCC —
Population, Market Higher traffic levels
Concentration
*12 Different D:Price Dispersion
Routes in the USA I:Market Concentration, . .
. . . . Price discrimination
*Relationship Distance, Population, .
. . - . . increases when
Stavins 2001 Regression between price Per-Capita Income, Ticket
L o markets become more
discrimination and Restrictions competitive
market DY:Touristic Traffic, Major P
concentration Hub, Landing Slots
Interaction Dimensions:product FSC-LCC interaction
Gillen and Creatinga between full differentiation, bundling & leads to price stability
Morrison simple model service carriers integration between and low price
and LCC airlines and airports. dispersion.
DiPrice *Negative correlation
*Ticket prices for  I:Ticket Restrictions, betvfeen rice level
flights from Nice =~ Market Share, Distance, p R
. . . and concentration
Giaume Airport Average Population, and
and 2004 Regression *Price Number of Days Before . .
. e Concentration
Guillou discrimination and Departure ositivelv affected the
market DY: LCC, Hub Airport, P' K ,y .
. . . airline ticket price
concentration Oneway Ticket, Business sensitivit
Class Ticket v
D:Price Dispersion
Wh titi
. I:Market Share, HHI, Total en competition
. Competition and . . . and number of
Gerardi . . Flights, Tourist earnings .
Panel Data  price dispersion . carriers T,
and 2009 . . . (related with . . .
. Analysis  relationship . price dispersion and
Shapiro 1993-2006 period  2ccomedation) rices |
p DY:Hub, Small City P
Presence
*
D:Average Fare and Price .Internet has' .
. . influenced airline
Dispersion competition,
. I:Market Share, Internet p o
Internet and price Penetration (domestic routes)
Orlov 2011 Regression dispersion ’ *The effect of the
. . DY: Monopoly, Duopoly .
relationship Internet on prices and

and Compete, Southwest
Presence, Direct Flights,
Peak Period

dispersion is larger
on direct flights than
indirect ones.
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Table 1. Contuned

Author(s) Year Methodology Focus Variable(s) Results
*Negative relation
D:Gini Coefficient between competition
*Citypair markets I: HHI, Load Factor, and price dispersion,
within UK-Ireland Total Flights, *Competition hinder
Gaggero Panel Data e, 1
K K Market power & Frequency, Departure  the airlines’ ability to
and Piga Analysis . . . .
Price dispersion Time, Purpose price discriminate,
relationship DY: Christimas, Easter, *This effect seems to be
Month reduced in peak
periods.

D: Dependent Variable, I: Independent Variable and DY: Dummy Variable

In one of the studies, Barbot (2004) analyzed 42 one-way flights by
Ryan Air originating from Paris Beauvais, Brussels Charleroi, Dublin,
London Stanstead and Milan Bergamo and found that the existence of
another LCC on the routes had no effect on ticket prices, while the number
of competitors on the routes had a positive effect on the ticket prices and the
market share had a negative effect.

Dresner et al. (1996) investigated the effect of the entry of low-cost
airlines into the market on airports and routes and found that the presence
of LCCs had an average reduction effect of 38% on revenue. In a similar
study, Stavins (2001) looked at the relationship between market
concentration and different price applications on various routes within the
USA. The findings show that as markets become more competitive, the price
distribution attributed to ticket restrictions increases. Gillen and Morrison
(2003) evaluated the competition between traditional carriers and low-cost
carriers in terms of price and concluded that the interaction between these
carriers brought price stability and relatively less price discrimination.
Giaume and Guillou (2004) examined the relationship between price
distribution and market concentration on Nice flights in the European
market and found a negative correlation between the price level and
concentration. They also concluded that concentration positively affected the
airline ticket price sensitivity.

Gerardi and Shapiro (2009) examined the relationship between
airline prices and the level of competition in the industry using panel data
analysis covering the period of 1993-2006. The findings show that
competition has a negative effect on price distribution. Orlov (2011)
evaluated the ticket price distribution in airlines in terms of the effects of the
internet and concluded that the internet reduced the average ticket price and
increased the price distinction between firms. The study also concluded that
the effect of the internet on ticket prices was higher on direct lines. Gaggero
and Piga (2011) analyzed the flights between England and Ireland with
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regard to price distribution. They found that competition has an inverse
relationship with a price distribution, that the level of price distribution
decreases with increasing competition.

Considered as a whole, the studies in this area seemed to have
generally examined diversification in ticket prices on the basis of airlines and
market. In the studies reviewed above, Barbot (2004) 's research focused
factors that were thought to affect the ticket pricing by airlines, including the
number of competitors, the presence of another LCC and the market share.
In this study, in addition to the variables used by Barbot, the concentration
value of the route, whether the route is a monopoly or not, and the frequency
of the airline operations in that route is added to the model. Moreover, tests
were also conducted to check whether there is any differentiation in ticket
prices for monopolistic routes and routes with only a single LCC. This is one
of the dimensions in which this study intends to contribute to the literature.

II. METHODOLOGY

The aim of this study is to identify the competitive factors that are
assumed to be the determinants of ticket prices in low-cost airlines and to
examine how these factors affect prices. In this regard, we examined 134
flight routes in which Pegasus Airlines operate. After identifying the flight
routes, variables that are thought to affect ticket prices were determined and
a model was created. Hypotheses were determined within the model and
their effects on ticket prices were tested within hypotheses.

The model created within the scope of the research is as follows:

LCC,=B,SHAREpgs;+B,NUMBERrival;+B;FREQpgs; + B4sHHI;+BsLCC;i+Be
MONO;

LCC,, = Ticket price per mile

B1SHAREpgs; = Pegasus airline's market share in the i route
B.NUMBERrival; = number of competitors on the i route

B3FREQpgs; = Pegasus airline's monthly frequency in route i

B4HHI; = Herfindahl-Hirscmann Index value on route i

BsLCC; = Other LCCs except for Pegasus airline in route i (if there is 1,
otherwise 0)

Bs MONO; =i route is monopoly (if monopoly is 1, if not 0)

Figure 1 shows the visual representation of the model.
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Market Share
Rivals M1 (4)
H2: (-)
Frequency —————H3: (+) Price Per Mile
H4: (+)
HHI HS: ()
H6: (+)
LCC
Monopoly
Figure 1.
Research Model

Data on the ticket prices used as the dependent variable in the model
were obtained from the website of the airline. Anticipatory ‘regular price” of
the same day were used while obtaining the data. Special offers and flexible
prices were not included in the dataset. Of the two prices not included,
airlines have specific quotas on offer prices within their flights and flexible
prices are a less preferred ticket price class considering the business model
of Pegasus airlines. For the aforementioned reasons, these two price types
were excluded. Ticket prices are considered as the ticket price per mile and
itis intended to omit the relationship between flight distance and ticket price.
There is no doubt that ticket price increases with an increase in distance. In
order to eliminate this effect, ticket prices for each flight route were divided
by the distance of that route and the price per mile was obtained as the
dependent variable.

The market share which is one of the independent variables of the
study was obtained by dividing the number of seats of each airline by the
total supply for the specific route and the market share was obtained
separately for each airline and for each flight route.

The variable for the number of competitors represents the number of
airlines operating on the route. The frequency variable is the number of
monthly trips and HHI variable represents the concentration value obtained
by the sum of the squares of the market shares on each route. The LCC; and
MONO; variables are dummy independent variables which are represented
by 1 if there is another low-cost airline on the line, otherwise, 0, and 1 if the
route is a monopoly, otherwise 0 respectively.

Linear regression analysis was used to test the model. The
hypotheses tested within the scope of the research are as follows:

JOBS]




JOBS]

Isletme Bilimi Dergisi (JOBS), 2019; 7(3): 595-610. DOI: 10.22139/jobs.525415

H1: As the market share of the airline increases, prices increase.

H2: As the number of competitors on the route increases, prices
decrease.

H3: As the frequency of airline in the related route increases, ticket
prices increase

H4: As the HHI value of the route increases, so does the ticket price.

Hb5: Prices are relatively low if there is another LCC on the route in
which the airline operates

Hé: If the airline is alone on that route, the prices are higher than
those routes that are not monopolized.

IV. ANALYSIS

In the analysis, T-test is used to determine whether or not
monopolized markets create a price difference, and whether there is a
difference in price in a market with more than one LCC in the market. Linear
regression analysis was used to test the model given in the previous section.
Table 2 and 3 show descriptive statistical data and T-Test results on
monopoly and non-monopoly markets.

Table 2.

Descriptive Statistics for Monopoly and Non-Monopoly Markets
Group Statistics

Markets are N Mean Std. Std.Error
Deviation Mean
farepermile Monopoly 66 10,87445 7,290953 ,897454
Not Monopoly 68 7,87871 4,571629 ,554391

As seen in Table 2, 66 of the 134 markets examined are a monopoly
while the remaining 68 are non-monopoly markets. In other words, Pegasus
operates alone in almost half of the markets it operates. In Monopoly
markets, the average ticket price per mile is $ 10.8, while in other markets it
is $ 7.87. This implies that ticket prices are higher in monopoly markets than
non-monopoly markets. Table 3 presents the results of the T-Test, which tests
the statistical significance of the ticket price difference of the markets in
question.
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Table 3.

Independent Groups T-Test Results (Monopoly Markets)
Independent Samples Test

Levene's Test T-test for Equality of Means
for Equality of
Variances
F Sig. t df.  Sig.(2- Mean Std. 95%

tailed) Dif. Error Confidence
Dif. Interval of the
Difference
Lower Upper
Fare Equal 6,644 ,011 2,859 132 ,005 2,9957 1,0479 ,9227 5,0687
Per variances

mile assumed
Equal 2,840 108,715 ,005 29957 11,0548 ,9049 5,0865

variances not

assumed

According to the results of the T-test conducted to find out whether
the price difference between monopoly and non-monopoly markets is
significant, the average price per mile in monopoly markets (Avg =10, 87; SE
=0.897) and the average price per mile in non-monopoly markets (Avg =7,
87) ; SE = 0.554) were found to be different from each other, and this
difference is statistically significant (t (108, 71) = 2.840; p <0.05).

Tables 4 and 5 show descriptive statistical data and T-Test results for
markets where a single and more than one LCC exists.

Table 4.

Descriptive Statistics On the Status of Multiple LCCs in the Market
Group Statistics

LCC N Mean Std. Deviation  Std. Error
Mean
farepermile  Exist 37 6,35714 2,843977 ,467547
Not 97 10,49744 6,774517 ,687848

In Table 4, there is another LCC in 37 out of the 134 markets examined
and there are no LCCs other than Pegasus in the remaining 97 markets. As
will be remembered from Table 2, Pegasus has a monopoly in its 66 markets.
Back to Table 4, in 31 out of the 97 markets where no other LCC exists, there
is an airline that is classified as Charter or Traditional airline. In the markets
where there is another LCC other than Pegasus, the average price per mile is
$6.35. In the markets where Pegasus airlines is the only operator, the average
price per mile is $10.49. Table 5 shows the T-Test results which test the
statistical significance of the ticket price difference of the mentioned markets.
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Table 5. Evaluation of the
T-Test Results of Independent Groups (LCC) Competitive
Independent Samples Test Factors Affecting
Levene's Test T-test for Equality of Means . . .
for Equality of Ticket Prices in
Variances Low-Cost Airlines
F Sig. t df Sig.(2- Mean Std.  95% Confidence
tailed) Dif. Error  Interval of the 605
Dif. Difference
Lower Upper
Equal
Fare variances 11,415 ,001 -3,592 132 ,000 -4,1403 1,152628 -6,4203 1,8602
assumed
Per
mile Equal
variances not -4,978 130,76 ,000 -4,1403 ,831706 -5,7856 -2,4949
assumed

According to the T-test results (in table 5) which was intended to find
out whether there were more than one LCCs or not and whether the price
difference in such a case significant or not, the average price per mile in the
markets where Pegasus is the only LCC (mean = 10, 49; SH = 0.687) and the
average price per mile in the markets where there is another LCC (L = 6,35;
SH = 0,467) are different, and this difference is statistically significant (t (130,
76) =-4,978; p <0,05 ). This means that when there is another LCC in Pegasus
market, the prices are relatively low.

The findings of the regression analysis conducted to test the
operability of the model tested in the research are given in Table 6.

Table 6.
Regression Analysis Results
] Coefficients
Variables (Standart Errors)
Constant 2,155
,307%
Market Share (,158)
Competitor Number (:g?)(l))
Frequenc o
q y (,062)
,741%
HHI (,446)
-, 189**
LCC (,059)
-,012
Monopoly (,137)

Dependent Variable: Price Per Mile
R? =,224

Adjusted R? =,187

*p <0.10; ** p<0.001

Durbin Watson : 1,887

Number of Observations=134




Isletme Bilimi Dergisi (JOBS), 2019; 7(3): 595-610. DOI: 10.22139/jobs.525415

Evaluation of the
Competitive
Factors Affecting
Ticket Prices in
Low-Cost Airlines

606

According to the results of the regression analysis in Table 6, the
adjusted R? value of the model is (.187) and the independent variables in the
model explain 18% of the dependent variable. The Durbin Watson value is
1.887 and it is close to the values required in order to avoid autocorrelation.

Looking at the factors affecting the ticket price per mile, the market
share was observed to have a significant effect at (.307). In other words, the
market share has an increasing effect on the ticket price. Considering the
dynamics of the sector, airlines were found to generally keep their ticket
prices at higher levels in routes where they have high market shares. In this
context, the presence of this significant effect shows that there is a consistent
result considering the nature of air transport.

The effect of frequency and HHI on price per mile are significant
(.119) and (.741) respectively. The increase in frequency provides an
important premise on which the airline can increase its market share or on
which to base its current high market share. The increase in frequency has
an important role in the tariff-based components of service delivery, and a
higher frequency airline is more attractive to passengers in terms of meeting
the origin-destination transportation requirement within the minimum time
(Gerede and Yalginkaya, 2015: 124). It is, therefore, possible to find that the
ticket prices are relatively higher in route where the frequency is higher. As
it will be remembered, HHI gives some clues about the competitive structure
of the route. The higher HHI value, the lower the competition level of the
route. This implies that an airline will be able to maintain control of the ticket
prices on the non-competitive route, and the possible result in this is that the
ticket prices will be relatively high.

A significant negative effect (.189) is observed in the LCC dummy
variable. LCCs try to minimize costs in all processes by following the cost
leadership strategy and reflect this in their prices, and they seek to attain a
competitive advantage by keeping ticket prices lower than traditional
airlines. It is thus inevitable that having a second LCC on a route where there
is already an LCC will have a reducing effect on ticket prices. The findings
of the study support these hypotheses.

The number of competitors and the monopoly dummy variable have
no significant effect on the price per mile. Given the competitive dynamics
in air transport, the number of competitors is expected to have an impact on
ticket prices. However, it was observed that the number of competitors did
not have an effect on ticket prices within the model used in this study.
Despite this, the significant effect of HHI, LCC and market share variables in
the model indicates that the number of competitors has an indirect effect on
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the ticket prices. It was also observed that within the model of the study,
whether the market is a monopoly or not doesn’t have any significant effect.
In the T-tests performed before the model, there was a significant difference
of approximately $ 3 per mile in the average ticket prices between monopoly
markets and non-monopoly markets, but this effect was not found to hold
within the model.

In light of all these data, the validation status of the hypotheses is
given in Table 7.

Table 7.
Verification of Hypotheses
Hypotheses Accept Reject
H1 X
H2 X
H3 X
H4 X
H5 X
Hé6 X

The data in Table 7 shows the confirmation of hypotheses H1, H3, H4
and H5. In other words, increasing market share of the airline has an
increasing effect on ticket prices; the ticket prices increase as the
concentration of the route increases i.e. as the competition reduces in the
route; ticket price increase as the number of flights performed by the airline
on the route increases; the ticket price decreases if there is more than one
LCC on the route. No significant effect was observed with respect to the
number of competitors and whether the route is a monopoly or not.

V. CONCLUSION

This study sought to evaluate the competition in the air transport
market in light of the ticket prices as well as examine the competitive factors
that are thought to have an impact on ticket prices, which is among the most
important competition tools for airlines. The results of the study show that
market share has a significant effect on airline ticket prices and this effect is
positive. In other words, as the airline's market share in the relevant route
increases, the ticket price on that route also increases. This finding is
consistent with the characteristics of the sector. If an airline is established in
the market, it gets to be dominant in that market dominance and the
increased market share is reflected in the ticket prices. Looked at from
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another perspective, an airline with a lower market share getting into the
market with higher prices may lag a few steps behind the competition.

As the frequency of the airlines increases, so does the ticket price. An
increase in frequency parallel to the market share leads to more trips and
more supply in the relevant market. In line with the characteristics of the
tariff-based components of service delivery, passengers are expected to
choose the airline with a higher frequency in order to minimize the time
between the actual origin and the actual destination points. In this context,
the price increase arising from the frequency increase is natural considering
the characteristics of the sector, and it shows the consistency of the research
findings and the characteristics of the sector.

Another factor dealt with in the study was the relationship between
the concentration level of the route and the ticket price. Concentration value
also has a significant positive effect on ticket prices. Concentration is
inversely proportional to competition and if concentration increases,
competition in the relevant market decreases. In this sense, when the
concentration value is high, the relevant ticket price is expected to be high
and the findings of this study support this.

If there is another LCC on the route, ticket prices decrease. LCCs are
companies that sell tickets at a lower price than their competitors and keep
costs of the operations and processes at a minimum level. For this reason, the
second LCC in a market where one is already operating will have reducing
effect on ticket prices. The findings of the research are consistent with this
and support this position.

No significant relationship was found between the number of
competitors and the monopoly status of the airlines and the ticket prices.
However, the T-Test analyzes conducted outside the model revealed that
ticket prices were different in monopoly and non-monopoly markets, and
this difference was significant.

Many studies exist in the literature on the determinants of ticket
prices. This study examined the determinants of ticket prices for low-cost
airlines by considering the competitive factors alongside the factors
commonly studied in the literature. In this context, this research is important
in terms of determining the effects of competition factors on ticket prices.
Future studies could include different components which are likely to affect
competition in the model and increase the number of routes and the number
of airlines.
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