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Introduction

Strategic alliance is a common phenomenon in most of the industries including the airline industry. In a year, there are reportedly over 2,000 alliances conducted and partnership across the world and this has been increasing at the rate of 15percent annually. Apart from the airline industry, this strategy has been utilized by other high-tech companies such as the Ericson and Sony who have joined their operations in an attempt to meet the competitive edge imminent in the industry. In the pharmaceutical industry, alliances between manufacturing firms and research centers for biotech characterize the industry (O'Connell & Williams, 2011).  Another example is the Texaco and Chevron in the automotive industry and it has generated billions in company’s revenue. These organizations in different industries have reported success in the delivery of service and they have increased the production capacity. Airline industry is not necessarily guaranteed success when they form strategic alliances, but various studies have pointed out the importance of strategic alliances towards improving the competitiveness of the organization. 
Strategic Airline Alliances: SkyTeam, oneworld, and Star Alliance
In the recent past, the airline companies have entered into alliances in a cooperative arrangements with the intention of generating high revenue outlay, minimizing the risk of operations, reducing the costs of operations through economies and scale, and strengthening the airline company’s position in the industry (Iatrou & Oretti, 2007). However, in the recent economy, this scenario has significantly changed and it has raised questions on the viability of strategic airline alliances. The industry has experienced an increase in joint ventures with some of them existing outside the system. There is also the resurgence of interest in the equity model, new regroupings, and low-cost carriers. All these have been utilized by the airline companies with the intention of increasing their competitive edge in the domestic and international markets. It is important to have an in-depth scrutiny and analysis of the strategic alliances towards achieving global successes and integration. 
Strategic alliances can be defined as bilateral or multilateral agreements that are developed with the intention of achieving the global objectives through coordinating different services and achieving common goals (Graf & Kimms, 2011). Improving the common brand is the strategy that is aligned in these alliances and it utilizes the uniformity of the services and the capital resources. Joint marketing and exclusive membership is achieved through strategic alliances and there is also the inventory management and coordinated reservations. The seamless connections and improvement of the quality of services have meant that the strategic alliances have been accorded with high respect (Çetiner, 2013). In the modern economies, the three main alliances include the SkyTeam, oneworld, and Star Alliance. The launch of the alliances was undertaken as from 1997 to 2001 and it as gained numerous airline members and the quality of service has increased. 
As illustrated in the figure 1 below, the cooperation amongst airlines companies have significantly changed and this has been attributed to the need of offering quality services to the consumers. Based on the daily assessment of the airline companies’ activities, it is evident that the companies are experiencing a massive success but in reality the situation is complex as there are different levels of cooperation. The three alliances does not always guarantee mutual coordination; for instance, the antitrust immunity that are accorded to the US and European airlines. They are given the opportunity to determine the scheduling and pricing of the services in the transatlantic market. The core of the alliances has been on increasing revenue outlay or maximizing profit level amongst the joint ventures. The figure 2 below provides the three distinct layers that are evident in the global airline industry when it comes to coordination of activities. It is expected that the development of partnership will follow the stepwise strategy commencing from interline coordination, code share, antitrust immunity, global alliances, and cross border mergers. All these have been undertaken in an orderly manner over the years. 
Figure 1: Coordination amongst airline alliances 
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and, within each of these three sub-groups, a core of two or three carriers has either a revenue or a
profit sharing joint venture. Figure 1.2.2 illustrates the three layers of cooperation within a global
airline alliance, from the baseline relationship that includes all global alliance partners, to the
granting of antitrust immunity by the US Department of Transportation in the North Atlantic

intercontinental flows for a subgroup of aligned airlines of the same GAL, and the integrated joint
venture (JV) in the North Atlantic markets for a more reduced number of airlines.¢
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Figure 12.1. Expected development of partnerships (latrou & Oretti, 2007).
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Source:  Çetiner (2013)
Figure 2: Airline Alliances Strategies 
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Figure 1.2.2. Different levels of cooperation within a Global Airline Alliance.

1.3 Motivation and Goals of this Thesis

The undertaking of this research is motivated by the importance of the three global airline

alliances—oneworld, Star Alliance, and SkyTeam—for the network expansion of most of the largest

firms in the highly competitive and beleaguered airline industry, making this strategic construction





Source:  Çetiner (2013)
Will these airline alliances be successful?
There are benefits and successful stories that have been attached to the three airline alliances. With the demand for the services offered in the airline industry increasing in the recent past, the need for improved services and utilization of economies of scale has fueled the development of airline alliances. The size of aircraft has meant that the unit costs will be drastically reduced and managed in the future. The alliances that are undertaken have achieved liberalization through the exploitation of the economies of scale. Airlines are concerned with lowering the cost of operations and this is achieved through joining alliances. According to the study conducted by Çetiner (2013), the network expansions has been essential in maintaining the returns to scale and this has been influential in increasing the production capacity and necessitating sustainability in the economy. When assessing the future trend, it is evident that the alliances formed can be influential in managing economies of scale and committing themselves towards pooling resources together and increasing the share of inventory. The cooperative framework and strategy that has been undertaken by the airline companies have been fostered at increasing the global successes. Efficiency is achieved through standardization of services and operations and maximizing on the ground handling initiatives (Bissessur & Alamdari, 2008). It is worth noting that the alliances would change the way companies will pool risks together and utilize available resources in increasing the production capacity. 

It is through the alliances that the flow density will increase and this will necessitate the ability for these airlines to compete in domestic and international front. When looking at the global airlines, as provided by Wang, Evans, & Turner (2004), they are inclined at increasing the traffic in their flight. The overlapping flight networks have always been deemed to be an effective way in which the activities can be coordinate in an effective towards maximizing the revenue outlay. It is expected that in the future, the operations of the airline companies can be consolidated and this will increase the overlapping networks and ensure that the marginal costs are diminished in the long run. The economies in the density of flow has been purported to be an effective that determines the benefits attributed to the airline companies involvement in the alliances. The connection of passengers provides a platform for necessitating improving in the volume of revenue outlay and clients that are reported in every destination. The quality of services to be offered will increase the efficacy of meeting the needs of the consumers and preparing the consumers for future developments in the industry. 
Airline companies enter these alliances with the intention of achieving a cooperative pricing and improvement in the market share. Over time, arguments have been placed on the efficacy of the management in managing the cost of operations and its implication on the anti-competitive strategies that are dominating the airline industry. The anti-trust immunity is one of the issues that have created uproar in the industry as it is perceived to increase the disintegration of the service delivery and this affects the relationship between other airline companies that are operated in the region. However, as Weber (2002) claims, the future of the strategic alliances undertaken in the economy looks bright with the strategic airline having an ability of increasing access of information and the number of travellers in their activities. Developing a network in different unique and distinct economies will mean that the airline companies can increase their production capacity and ensure that they remain competitive in the dynamic economy. The focus of any airline company is to ensure that it increases production capacity and improve the service delivery towards achieving global competitiveness and necessitating the integration of activities (Wang, Evans, & Turner, 2004). 

When the airline companies enter into strategic alliances, as put forward by Bissessur & Alamdari (2008),  they are provided with a convenient platform where the can form hub structure that guides them in service delivery and meeting the interest of the consumers. The hub structure is responsible for providing the alliance strategic and competitive edge over the competing airlines especially those that are willing to undertake their operations in Europe. In hub structure, it ensures that it regulates the activities of the airline companies and ensures that they follow set guidelines and regulations that will maximize the available resources in achieving global success. Most of the airline companies will be involved in improving the interaction between customers and this will aid in competitiveness of the entity. 
Future prospects

The increase in competition in the airline industry has influenced the ability of the airline companies to utilize the entity’s capacity. There has been increase in costs including landing fees and fuel costs and this is highly dependent on the number of passengers that are travelling (Oum, Park, & Zhang, 2000). The high load factor has been influential in changing the network and integration of activities and this has been favored by the development of key alliances and increase in production capacity. Network operations and airlines are focused on increasing the customer service operations, and the airlines need to consider partnering with the airlines operating in developed economies in an attempt to manage the market situations. Airline network has been considered as an effective factor that will increase the production capacity and necessitate service delivery towards achieving the global success. 
According to the study conducted by Iatrou & Oretti (2007), one of the two important factors that the customer assesses before the selection of the airline company is the network schedule and size. The level of competition has increased the demand for the alliances and this will be essential in increasing the interaction process and influencing the way activities and operations are undertaken in the society (Çetiner, 2013). There has been development of the ‘codeshare’ markets that regulates trade and improves the interaction process including the customer service initiatives and marketing of the services. The future of the airline industry is on quality service delivery and this is based on the ability of the airlines to come together in forging reputable and reliable airline alliance. Customer service measures are based on the competitiveness that is evident in the industry and organizations have forged strategies that enable them to be competitive in the industry. As outlined Oum, Park, & Zhang (2000), the alliances facilitate sharing resources that aims at benefiting the customers and it includes providing them with the opportunity of making cross border bookings with limited regulations. The frequent flyer programme that often characterizes the modern organizations can be essential in increasing in the satisfaction level of the consumers. 
When assessing the trend in the modern airline industry, there has been an increase in demand for the air transportation and the code-sharing prospects has meant that the operations undertaken can be amalgamated in the organization (Graf & Kimms, 2011). The seamlessness in undertaking operations can be achieved through schedule coordination and this can be realized through minimization of any form of duplication and manage the overall expenses incurred in offering services to the consumers. The air transport has been considered as one of the key strategies for maximizing the opportunities and managing the activities of the airline industry. The connection between different parties has always been made possible towards increasing the efficiency of conducting activities and improving the strategic alliances. For the companies to be competitive in the industry concern should be on improving the quality of services offered and this will be essential towards increasing the revenue outlay and improving service delivery. The changing prospects of consumers imply that the strategic airline alliances will continue to be a success in the sector. 
One of the key changes in the industry that have changed the face of airline industry is the deregulation and this is expected to increase in the near future. Under deregulation, business entities have found it easy to survive in the changing trends of the economy especially when assessing the domestic and international routes (Bissessur & Alamdari, 2008). The airline companies needs to be in alliances for them to enjoy the rationalized route structures. It is expected that the number of customers that are willing to use air transport will continue to increase due to the changes in the way they perceive the global business operations. Consumers and clients are willing to be involved with affordable and reliable pricing strategy and this will be critical in maximizing the returns. As evident in Bissessur & Alamdari (2008), the hub network has ensured that the resource allocation and the destination that are targeted are maximized and this has increased the incumbent airlines. Owing to the airlines intention to achieve low cost margin, value has been placed on the strategic alliances and this has increased the efficiency of the operations. 
The strategic alliance is relevant in the modern airline industry and there is need for the airline companies to be involved in this strategic alliance. The globalization of activities and the changing trend in the consumer markets requires cost management alternatives for the companies to be competitive in their respective industries. The rationalization of operations and the increase in demand for the airline transport has opened up new markets for the services in developing economies (Çetiner, 2013). Considering the cost of initiating airline services in such regions, utilizing strategic alliance provides a platform for new market penetration and development. Consumers have appreciated the diverse carriers and this has leveraged the operations of the concerned parties. The bilateral agreements that are currently undertaken in the economy have opened up new policies regulating the domestic markets and this has been inclined to benefiting the consumers. As such, it is imperative for the airline companies to consider involving in the strategic alliances for them to capitalize on the available resources. 

Conclusion and Recommendations

Airline industry, like other industries, appears to be involved in partnership and alliances that aids in improved service delivery. The demand for the air transport has increased in the recent and this is showcased in the ability of the passengers selecting airline carriers that are less costly. The international alliances have been crystalized on three main groupings including SkyTeam, oneworld, and Star Alliance and it has virtually managed the operations in the industry. Considering the current trend in the economy and the need to increase the service delivery in the major markets including the European and other developing economies, meeting the needs of the consumers have been considered as the main strategy in achieving competitiveness in the industry. It has been constantly argued that these strategic alliances cannot be successful in a dynamic industry and an in-depth understanding of the cooperative systems and flexibility in the airline operations has necessitated global success.  
The recommendations for the three strategic alliances are given as: 

· SkyTeam: The alliance is currently operating in numerous countries and it offers inclusive services that meet the need of the consumers. Considering the increase in the competitiveness in the air transport, SkyTeam alliance should consider reducing the cost of the services offered. The intention of every airline company is to ensure that the interest of the consumers is achieved. SkyTeam should also consider assessing the cultural perspectives of the targeted consumers and this will the basis for increasing service delivery and meeting the cultural needs of the diverse consumers. As the alliance has incorporated airline companies from different regions, consideration should be placed on meeting the cultural demands of such regions and increasing the efficacy of the activities (Iatrou & Oretti, 2007). It is expected that SkyTeam will continue exploring new ways in the industry and undertaking measures that will increase the production capacity. 
· Oneworld: The alliance’s consideration is on consolidation of its services in one platform where the consumers can have access to the airline routes that are operated by the alliance. The changing economic conditions in different markets have meant that the response rate to the clients and the provision of services is of high quality. The modern trend in the way activities are conducted can be influential in achieving the consolidation of services and increasing its opportunity in meeting the interest of the consumers (O'Connell & Williams, 2011).  The success of the alliance is measured on the ability to make the partner airline companies to be comfortable with the alliance’s arrangement and they can work together towards achieving the common goal. 
· Star Alliance: The alliance can be a success through continuing with its divesting strategies and focusing on airline companies that are operating in developing economies. The modern development and competitiveness in the developed economies requires the alliance to change its strategy and incorporate the developing economies. The alliance should encourage mergers between small airline companies as this will the basis for increasing the quality of customer service delivered to the consumers. The alliance should also foster on reducing the cost of offering their services as this will attract customers to the alliance’s operations. 
