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Abstract:

Sincel987, the deregulation of the airline industry, al maor domestic airline
companies have faced enormous competition in order to secure its market share and
accumulate maximum profit. Many have questioned that the quality of the domestic
airline industry has not been improved. The reason is because of the keen competition
between many flight carriers. Others have suggested the authority to encourage airline
merging in order to reduce the negative impact in the market. However, the hypothesis
of this research is that by the means of cooperation, the operation proficiency, flight
safety, and service quality could be improved.

As the matter of the fact, the focus of this research is to construct a proper pricing
model through the analysis of the current existed aliances. The reviews of the literature
in the application of the alliances as the cooperative games will be carefully synthesized
by discuss the definition and the resolution process of Core, Shapley vaue and
Nucleolus. The practice of the pool in the current cooperative market will aso be
illustrated through the construction of the payoff function and the solution to of market
equilibrium under.

Three major components of the payoff function are as followed: the demand model,
the market share model, and the cost model. After the completion of the payoff function,
this research uses theory of the cooperative game to find the most profitable price under
different scenarios. Based on the profitable prices, the payoff values that correspond
with the maximum profits, of the airline companies are obtained. To conclude this
research, a case study of a domestic market is presented to verify the effectiveness of
this model.

Key word: Cooperative Games, Payoff Funation, Ordina Probit Model,Multinomial
Logit Model, Core, Shapley Vaue, Nucleolus.
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2 -65726 932 2722 0.73 11
23 3358340 1252 5876 0.87 20
1 244712 932 2722 0.73 11
123 | 14464100 1895 8752 0.84 31

6.2.1 (Core)
(Core) 6.8 6.9
6.1 6.2
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6.2 - [

6.2.2 (Shapley Vaue)

6.8 6.9

6 2



Varian[1993]
I {4592915,5156235.4714950}

0.32:0.36:0.33
[ { 4680855,4666741,5116504}
0.33:0.32:0.35
6.2.3 (Nucleolus)
6.8 6.9
Varian[1993]
I {4924334,5196674,4343093}
0.34:0.36:0.30
[ {4872187,4561749,5030164}
0.34:0.31:0.35
6.3
1 3
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11,111 21,11
5 7
6.10
67
6.10
5
11111 C.=1
2,1,1,1 C.=10
5., 3
22,1 C. C,=30
2,3 C,=10
5
311 C.=10
Al C.=5
5
5 C.=1
6.11
6.11 -
-0.0018 -0.0020 -0.0025
0.2934 0.0269 0.0193
68 6.9

6 4




6.8

1.1629

402,689( / )

6.9

6.12

6.1
1 1.2458

6.7
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6.12

4592915 0.32 4924334 0.34
I 5456235 0.36 5196674 0.36
4714950 0.33 4343093 0.30
4680855 0.33 4872187 0.34
[ 4666741 0.32 4561749 031
5116504 0.35 5030164 0.35

6 6




7.1

711

7.1

V(S)
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7.1

2 4
-0.1276 1.3627
(-1.485) (4.975)
-0.0040 -0.0039
(-13.306) (-10.0820)
In 1.1181 0.4501
/ (7.799) (2.422)
InL(B) -570.4 -345.11
InL(0) -736.12 -620.37
p? 0.23 0.44
1062 895
1.
2.1n
7.1.2
7.2 7.3
1
24,170 161
0
2 3 4
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( )
5.009(2.636) 3.477(5.844)
(InF -0.266(-0.849) | --mmmmmmmmmmmememee-
(P -0.0024(-1.848) -0.0032(-3.409)
(Inco) 0.000037(1.037) 0.000038(1.068)
(Seats) -0.011(-3.074) -0.012(-3.526)
(Rail) 0.0015(2.552) 0.0018(3.334)
(D) 0.198(4.259) 0.204(4.462)
(D2) -0.142(-2.734) -0.145(-2.805)
(D3) 0.491(3.947) 0.544(5.043)
R? 0.649 0.645
R’ 0.611 0.613
1. t
2. R
3.InF
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7.3

(L) (K)
1.361 5.529 2.452
(0.508) (3.691) (1.685)
Fx 0.177 02m8 |
/ (0.486) (1.372)
= 0.942 -0.420 0.846
/ (2.889) (-2.304) (3.289)
P« 0.0041 -0.0072 0.0041
(3.853) (-11.955) (3.864)
P -0.0085 0.0040 -0.0085
(-9.975) (8.311) (-10.098)
R? 0.762 0.825 0.761
R.2 0.736 0.806 0.741
1.
2. R.?
7.1.3
Hansen[1996]

Hansen
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cost = - 1187+ 32.6Scats+ 3.19miles+ 0.012Seat* miles

0.5



1.4

14 -
/ (mile) /
183 207.5 199,823
172 207.5 186,304
152 207.5 162,755
() 134 207.5 142,362
165 207.5 178,552

32

1.2
4.3

V(T)
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7.5

s V(S (/

(/) ) ( /)
1 561945 835 4981 0.86 18
2345 7291210 978 19615 0.86 71
2 1395830 863 7230 0.86 26
1345 6073920 969 17378 0.86 63
3 1323210 839 5263 0.86 19
1245 6511210 977 19329 0.86 70
4 1826320 843 5544 0.86 20
1235 6041100 976 19047 0.86 69
5 150943 750 1630 0.84 6
1234 8607930 998 22997 0.86 83
12 2589140 900 12316 0.87 44
345 4486210 949 12372 0.85 45
13 2474390 888 10340 0.87 37
245 4904940 957 14312 0.85 52
14 2951780 890 10622 0.87 38
235 4447200 956 14034 0.85 51
15 1172540 857 6666 0.86 24
234 6771630 971 17939 0.86 65
23 3887400 949 12372 0.85 45
145 3446480 900 12316 0.87 44
24 4463500 950 12656 0.86 46
135 3054080 899 12025 0.87 43
25 1996060 878 8922 0.87 32
134 5521260 962 15712 0.86 57
34 3775210 892 10903 0.87 39
125 3726120 955 13757 0.85 50
35 1709620 860 6949 0.86 25
124 5853480 970 17658 0.86 64
45 2067830 862 7239 0.86 26
123 5302710 969 17368 0.86 63
12345 18586900 1119 20652 0.72 89

71.2.2 (Shapley Vaue)
7.5
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Varian[1993]
{ 3227464,4394441,4057591,4535280,2372125}
0.17: 0.24: 0.22:0.24: 0.13

7.2.3 (Nucleolus)

75 Varian[1993]

{3227675,4061560,3988940,4492050,2816673}
0.17:0.22:0.21: 0.24: 0.15

7.3
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1.6 -

3227464 0.17 3227675 0.17
4394441 0.24 4061560 0.22
4057591 0.22 3988940 021
4535280 0.24 4492050 0.24
2372125 0.13 2816673 0.15
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8.1

87

75




6.9

(032 036 033) (033 032 035
10.
(0.17 0.24 0.22:0.24:
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8.2

013) (0.17 022 0.21:0.24:0.15)
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10.

11.
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87

86

86
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p2 f1 2 sl s2 Q rl r2
1125 33 9 0.84 0.16 |10299.1| 0.77 0.55
1525 21 7 0.89 0.11 |690545| 0.87 0.31
1325 15 11 0.84 0.16 |6600.56| 0.99 0.29
1325 33 7 0.84 0.16 |8006.01| 0.61 0.53
1125 21 11 0.75 025 |741764| 0.78 0.50
1525 15 9 0.84 0.16 |5167.61| 0.86 0.27
1525 33 11 0.81 0.19 |531326| 0.39 0.27
1325 21 9 0.72 028 |492515| 0.50 0.45
1125 15 7 0.64 0.36 4496 0.57 0.68
1125 27 11 0.82 0.18 9529.4 0.86 0.46
1525 20 9 0.89 0.11 | 694068 | 0091 0.26
1325 16 14 0.83 017 | 732469 | 0.99 0.26
1325 27 9 0.82 0.18 | 746352 | 0.67 0.43
1125 20 14 0.74 026 |7862.76| 0.86 0.44
1525 16 11 0.84 0.16 |5556.87| 0.86 0.24
1525 27 14 0.79 021 |5236.54| 0.45 0.24
1325 20 11 0.71 029 |515496| 054 0.40
1125 16 9 0.64 0.36 |5026.74| 0.59 0.60
900 22 9 0.79 021 |8886.93| 094 0.62
800 20 11 0.78 022 |9294.37| 0.99 0.56
700 20 11 0.78 022 |9591.07| 0.99 0.58
1000 23 10 0.81 0.19 |924054| 097 0.51
900 21 12 0.80 020 |9696.05| 0.99 0.47
800 19 13 0.79 021 | 977587 | 0.99 0.46
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pl p2 fl f2 sl s2 Q rl r2
1125 1125 33 9 0.84 0.16 | 10299.1| 0.77 0.54
1125 1525 21 7 0.91 0.09 | 690545| 0.88 0.27
1125 1325 15 11 0.81 0.19 | 6600.56| 0.99 0.34
1325 1325 33 7 0.85 0.15 | 8006.01| 0.61 0.51
1325 1125 21 11 0.67 0.33 | 741764 | 0.70 0.67
1325 1525 15 9 0.82 0.18 | 5167.61| 0.84 0.31
1625 1525 33 11 0.79 021 | 531326| 0.38 0.30
1625 1325 21 9 0.63 0.37 | 4925.15| 043 0.60
1625 1125 15 7 0.48 0.52 4496 0.42 0.99
1125 1125 27 11 0.80 0.20 9529.4 0.83 0.52
1125 1525 20 9 0.90 0.10 | 6940.68 | 0.92 0.24
1125 1325 16 14 0.80 020 | 732469 | 0.99 0.31
1325 1325 27 9 0.81 0.19 | 746352 | 0.66 0.47
1325 1125 20 14 0.63 037 | 7862.76 | 0.74 0.61
1325 1525 16 11 0.81 0.19 | 5556.87| 0.84 0.28
1625 1525 27 14 0.74 026 | 523654 | 0.42 0.29
1625 1325 20 11 0.60 040 |515496| 0.46 0.55
1625 1125 16 9 0.47 053 | 5026.74| 0.43 0.88
1000 900 22 9 0.74 0.26 | 8886.93| 0.88 0.77
900 800 20 11 0.71 029 | 9294.37| 0.98 0.73
800 700 20 11 0.71 029 | 9591.07| 0.99 0.75
1000 1000 23 10 0.78 022 | 924054 | 0.93 0.60
900 900 21 12 0.76 024 | 9696.05| 0.99 0.58
800 800 19 13 0.74 026 | 977587 | 0.99 0.58
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pl p2 fl f2 sl s2 Q rl r2
1125 1125 33 9 0.85 015 | 10299.1| 0.79 0.49
1125 1525 21 7 0.91 0.09 | 690545| 0.88 0.27
1125 1325 15 11 0.84 0.16 | 6600.56| 0.99 0.29
1325 1325 33 7 0.86 0.14 | 8006.01| 0.62 0.47
1325 1125 21 11 0.74 026 | 741764 | 0.77 0.52
1325 1525 15 9 0.84 0.16 | 5167.61| 0.86 0.26
1625 1525 33 11 0.82 0.18 | 531326| 0.39 0.26
1625 1325 21 9 0.71 029 | 4925.15| 049 0.47
1625 1125 15 7 0.60 0.40 4496 0.53 0.76
1125 1125 27 11 0.83 0.17 9529.4 0.86 0.44
1125 1525 20 9 0.90 0.10 | 6940.68 | 0.92 0.23
1125 1325 16 14 0.83 017 | 732469 | 0.99 0.26
1325 1325 27 9 0.83 0.17 | 746352 | 0.68 041
1325 1125 20 14 0.72 028 | 7862.76 | 0.83 0.47
1325 1525 16 11 0.84 0.16 | 5556.87| 0.86 0.24
1625 1525 27 14 0.79 021 | 523654 | 0.45 0.24
1625 1325 20 11 0.69 031 | 515496| 0.53 0.42
1625 1125 16 9 0.60 040 | 5026.74| 0.55 0.67
1000 900 22 9 0.79 021 | 8886.93| 094 0.63
900 800 20 11 0.77 023 | 9294.37| 0.99 0.58
800 700 20 11 0.77 023 | 9591.07| 0.99 0.60
1000 1000 23 10 0.82 0.18 | 924054 | 097 0.50
900 900 21 12 0.80 020 | 9696.05| 0.99 0.48
800 800 19 13 0.79 021 | 977587 | 0.99 0.47
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pl p2 fl f2 sl s2 q rl r2
1125 1125 33 9 0.84 016 | 10299.1| 0.77 0.55
1325 1525 21 7 0.86 0.14 | 591953| 0.72 0.35
1625 1325 15 11 0.70 030 | 4791.33| 0.66 0.39
1125 1325 33 7 0.88 012 | 961455| 0.76 0.48
1325 1125 21 11 0.75 025 | 741764 | 0.78 0.50
1625 1525 15 9 0.77 023 | 397998 | 0.60 0.31
1125 1525 33 11 0.91 0.09 9645.5 0.78 0.25
1325 1325 21 9 0.81 0.19 |6581.32| 0.75 0.41
1625 1125 15 7 0.64 0.36 4496 0.57 0.68
1025 1025 27 11 0.82 0.18 | 10254.1| 0.92 0.50
1025 1425 20 9 0.90 0.10 | 7543.73| 0.99 0.26
1025 1225 16 14 0.80 020 | 7927.44| 0.99 0.34
1225 1225 27 9 0.81 019 |[8347.32| 074 0.52
1225 1025 20 14 0.63 0.37 | 8607.13| 0.81 0.66
1225 1425 16 11 0.81 019 |622341| 094 0.31
1525 1425 27 14 0.74 0.26 6311.9 0.51 0.35
1525 1225 20 11 0.60 040 |5988.03| 0.53 0.64
1525 1025 16 9 0.47 053 |5654.01| 0.49 0.99
1150 1050 22 9 0.74 0.26 | 8126.68| 0.81 0.70
1150 1050 20 11 0.71 029 | 8164.11| 0.86 0.64
1150 1050 33 7 0.84 016 |9854.34| 0.74 0.68
1150 1050 21 11 0.77 0.23 8370.7 0.91 0.51
1150 1050 18 9 0.77 023 | 7277.07| 0.92 0.55
1100 1000 19 12 0.76 024 | 845657 | 0.99 0.50
1100 1000 18 13 0.75 025 | 8473.36| 0.99 0.48
1100 1000 17 14 0.74 0.26 | 8490.04| 0.99 0.47
1100 1000 16 15 0.73 0.27 | 8506.62| 0.99 0.45
1100 1000 20 10 0.77 0.23 8200.1 0.94 0.55
1100 1000 20 11 0.77 0.23 | 8439.68| 0.96 0.53
1100 1000 22 8 0.79 021 | 8166.42| 0.87 0.63
1400 1400 33 9 0.84 0.16 | 742383 | 0.56 0.39
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1125 1125 18 7 0.81 019 |6789.39| 0.90 0.55
1500 1100 15 11 0.66 034 | 590454 | 0.77 0.54
1325 1325 33 7 0.84 0.16 | 8006.01| 0.61 0.53
1500 1325 33 11 0.79 021 | 696352 | 0.49 0.39
1625 1325 20 11 0.71 029 |515496| 054 0.40
1125 850 23 10 0.74 026 | 9019.85| 0.85 0.70
1300 1100 30 9 0.78 022 | 8576.85| 0.66 0.61
1300 1100 28 9 0.78 022 | 828436| 0.68 0.61
1300 1100 26 9 0.77 023 | 798237 | 0.70 0.60
1325 1125 20 14 0.63 037 | 7862.76 | 0.74 0.61
1325 1525 16 11 0.81 0.19 |5556.87| 0.84 0.28
1625 1525 27 14 0.74 026 | 5236.54| 042 0.29
1625 1325 20 11 0.60 040 |515496| 0.46 0.55
1625 1125 16 9 0.47 053 | 5026.74| 0.43 0.88
1000 900 22 9 0.74 0.26 | 8886.93| 0.88 0.77
900 800 20 11 0.71 029 | 929437 | 0.98 0.73
800 700 20 11 0.71 029 | 9591.07| 0.99 0.75
1000 1000 23 10 0.78 022 | 924054 | 0.93 0.60
900 900 21 12 0.76 024 | 9696.05| 0.99 0.58
1325 1325 33 7 0.86 0.14 | 8006.01| 0.62 0.47
1325 1125 21 11 0.74 026 | 741764 | O0.77 0.52
1325 1525 15 9 0.84 0.16 | 5167.61| 0.86 0.26
1625 1525 33 11 0.82 018 |531326| 0.39 0.26
1625 1325 21 9 0.71 029 |492515| 049 0.47
1625 1125 15 7 0.60 0.40 4496 0.53 0.76
1125 1125 27 11 0.83 0.17 9529.4 0.86 0.44
1125 1525 20 9 0.90 0.10 | 6940.68| 0.92 0.23
1125 1325 16 14 0.83 017 | 732469 | 0.99 0.26
1325 1325 27 9 0.83 0.17 | 746352 | 0.68 0.41
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pl p2 f1 2 sl s2 Q rl r2
1300 1200 48 24 0.78 0.22 | 14585.6| 0.74 0.41
1300 1200 48 18 0.80 020 | 13370.1| 0.70 0.45
1300 1200 64 18 0.82 0.18 | 16611.4| 0.66 0.50
1300 1200 48 16 0.81 0.19 12965 | 0.68 0.47
1400 1100 69 20 0.68 0.32 | 180294 | 0.55 0.90
1400 1100 70 19 0.69 031 | 180294 | 0.55 0.93
1400 1100 63 26 0.64 0.36 | 180294 | 0.57 0.77
1400 1100 71 18 0.69 031 | 180294 | 0.55 0.96
1100 900 80 23 0.76 0.24 | 262206 | 0.77 0.86
1100 900 78 22 0.76 024 | 254569 | 0.77 0.86
1100 900 76 19 0.77 0.23 24184 | 0.76 0.91
1100 900 73 17 0.78 022 | 22911.2| 0.76 0.94
1100 900 69 15 0.78 022 | 213838 | 0.75 0.97
1200 1200 55 26 0.85 0.15 | 17360.8| 0.83 0.32
1200 1200 50 24 0.84 0.16 | 15860.5| 0.83 0.32
1200 1200 48 24 0.84 0.16 | 15431.8| 0.84 0.32
1200 1200 60 26 0.85 0.15 | 184325| 081 0.33
1200 1200 60 32 0.84 0.16 |197185| 0.86 0.31
1200 1200 58 26 0.85 0.15 | 18003.8| 0.82 0.33
1200 1200 60 24 0.86 0.14 | 18003.8| 0.80 0.34
1200 1200 32 32 0.53 047 |13717.2| 0.71 0.62
1200 1200 48 48 0.53 047 | 20575.8| 0.71 0.62
1200 1200 64 64 0.53 047 | 274344 | 0.71 0.62
1200 1200 64 32 0.71 029 | 205758 | 0.71 0.58
1200 1200 32 48 0.42 058 | 171465| 0.70 0.64
1200 1400 48 64 0.65 0.35 21317 | 0.89 0.37
1600 1600 48 32 0.64 036 |9177.81| 0.38 0.32
1200 1600 64 48 0.89 0.11 | 18468.8| 0.79 0.14
1100 1300 45 44 0.72 0.28 | 190755| 0.95 0.37
1100 1300 52 37 0.79 021 | 190755| 0.90 0.34
1100 1300 51 38 0.78 0.22 | 190755| 0.90 0.35
1100 1300 65 24 0.89 0.11 | 190755| 0.81 0.28
1100 1300 44 45 0.71 0.29 | 190755 | 0.96 0.38
1200 1000 43 46 0.32 0.68 | 20998.3| 0.49 0.96
1200 1200 38 21 0.69 031 |126455| 0.71 0.58
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1200 1200 64 27 0.75 025 |[19504.1| 0.71 0.56
1200 1200 96 21 0.86 0.14 | 25076.7| 0.70 0.51
1200 1200 38 27 0.62 038 |[139315| 0.71 0.60
1200 1200 64 38 0.67 033 | 21861.8| 0.71 0.59
1200 1200 64 21 0.80 020 |182181| 0.71 0.54
1200 1000 38 38 0.34 066 | 17931.1| 0.50 0.97
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