Technol

Future Urban Transport
Transfer

Friday, October 16, 2009
4-5p.m.in 212 O’Brien

Nicole Adler

Hebrew University of Jerusalem, Israel
School of Business Administration, Department of Operations Research

Modeling the social welfare impacts of
liberalization in the North-East Asian Long-
Distance Transport Market

Abstract: This paper develops a methodology to analyze the impact of gradually opening the skies with
an application to the North-East Asian aviation and high-speed rail transport market. A counter-factual
reproduces a representative day and then the bi-lateral restrictions within the North East-Asian market are
removed in order to evaluate the impact on consumer and producer welfare. Subsequently, an open-skies
policy is evaluated in which air carriers are able to re-evaluate their hub configurations and the impact on
social welfare is analyzed. Subsequently, the impact of a bottleneck in the form of slot restrictions in the
greater Tokyo area are analyzed with respect to the overall transport equilibria. Finally, the introduction
of the Maglev, an extremely high-speed rail alternative is introduced and the new transport equilibria is
presented. It would appear that whilst some of the advantages of the liberalization are passed on to
consumers in the form of higher frequencies, fares also increase such that the overall consumer surplus
increases only slightly. On the other hand, producer surplus does increase alongside the increases in
deregulation, permitting a larger number of carriers to survive. The increase in producer surplus is not
evenly spread and deregulation provides greater possibilities for exploitation to those carriers currently
suffering from higher costs, namely those based in Korea and Japan. The introduction of low cost carriers
in the market is advantageous to consumers and the low cost carriers alike, to the detriment of the legacy
carriers. Finally, the slot restrictions transfer consumer surplus to the advantage of the producers.
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