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military reasons. As a result of the Second World War, West Germany was subject to
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erning air transport to West Berlin until 1990. The successful deregulation of civil air
transport in the USA from 1978 put Europe under pressure to reform. Beginning in
the late 1980s, deregulation began throughout the European Community, resulting in
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peted the national competitors that emerged, its profitability was severely constrained
by intense competition from international low-cost carriers.
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Introduction

This article examines the regulation of the air transport market in the Federal Republic of
Germany, focusing primarily on measures driven by economic considerations rather than
technical factors. Compared to other European countries, Germany was an unusual case
due to the imposition of specific regulations from 1945 until 1955, as well as from 1955
until 1990, respectively, because of the Second World War and the subsequent Allied
occupation. Beginning in the late 1980s, the European Community (EC) assumed
increasing responsibility for regulating the air transport market, including within
Germany. Beyond outlining the key regulatory and deregulatory measures from a
German perspective, the article focuses on the impact of deregulation on air transport
in and to Germany.

Limited literature exists on air transport regulation in Germany and its effects prior to
European liberalisation. Lutz Budral3’s study on the early Lufthansa is informative for the
first post-war decade, while Klaus-Dieter Seifert’s comprehensive two-volume work on
German air transport from 1955 to 2000 covers the subsequent period extensively. These
publications address regulatory issues only peripherally. The same holds from an inter-
national perspective for the overviews by Anthony Sampson, Alan Dobson and the
recent dissertation of Adrian Cozmuta on Europe’s main flagship carriers. While
ample literature exists covering transport economics since the 1980s, limited attention
is given to the long-run perspective or the specific context of Germany. For this strand
of literature, the accounts by economists Guillaume Burghouwt and Jaap de Wit as
well as Barry Humphreys represent the current state of the art.'

We aim to analyse the regulation of air transport before and after European Union
(EU) liberalisation, focusing on its impact on airlines, routes and airfares, with a specific
emphasis on (West) Germany, the largest EU member state. In contrast to the strongly
industry-oriented literature, we attempt to interweave our narrative with literature on con-
temporary history, e.g. the history of consumption, especially tourism, on the one hand,
and empirical studies in transport economics on the other hand. Following a concise over-
view of the most important international conventions on the regulation of civil air trans-
port (section “The regulation of international air transport since 1944”), we delineate the
West German regulatory system, which was subject to constraints imposed by the Allied

! Anthony Sampson, Empires of the Sky: The Politics, Contests and Cartels of World Airlines (New York:

Random House, 1984). Karl-Dieter Seifert, Der deutsche Luftverkehr 1955-2000. Weltverkehr, Liberalisierung,
Globalisierung [German Air Traffic 1955-2000: World Traffic, Liberalisation, Globalisation] (Bonn: Bernard &
Graefe, 2001). Johannes Frerich and Gernot Miiller, Seeverkehrs- und Seehafenpolitik, Luftverkehrs- und
Flughafenpolitik, Telekommunikations-, Medien- und Postpolitik [Maritime Transport and Seaport Policy, Air
Transport and Airport Policy, Telecommunications, Media, and Postal Policy] (Munich: Oldenbourg, 2006),
vol. 3. Guillaume Burghouwt and Jaap G. de Wit, “In the Wake of Liberalisation: Long-Term Developments in
the EU Air Transport Market”, Transport Policy 43 (2015): 104-113. Lutz Budral3, Adler und Kranich. Die
Lufthansa und ihre Geschichte 1926—1955 [Eagle and Crane: Lufthansa and Its History 1926-1955] (Munich:
Blessing, 2016). Alan Dobson, A History of International Civil Aviation. From Its Origins through
Transformative Evolution (London: Routledge, 2017). Adrian Cozmuta, “Airline Privatisation in Europe and
Industry Dynamics: British Airways, Lufthansa, and Air France”, PhD dissertation, University of Glasgow
(Scotland), 2023. Barry Humphreys, The Regulation of Air Transport. From Protection to Liberalisation, and
Back Again (New York: Routledge, 2023).
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powers until 1990 (section “The regulation of civil air transport in West Germany from
1945 until deregulation in the late 1980s”). We then trace the individual deregulation
steps taken by the EC/EU (section “The deregulation of civil aviation in the EC/EU
since 1987”) and go on to discuss their consequences for air transport within Germany
and from Germany to other EU countries (section “The consequences of deregulation
for air transport in Germany”). Section “Summary and outlook™ concludes.

The regulation of international air transport since 1944

Until liberalisation in the late 1970s and 1980s, the international legal framework for
international air transport was based on the Chicago Convention, bilateral and multi-
lateral air service agreements (ASAs) and rule-setting by two international organisations,
ICAO (International Civil Aviation Organisation) and IATA (International Air Transport
Associaltion).2

The Convention on International Civil Aviation of December 1944 (Chicago
Convention) stipulates that each state maintains responsibility for controlling its national
airspace. According to Article 6, each state is free to decide to whom and to what extent it
grants traffic rights in scheduled air transport. Consequently, any air transport activity
between two states that is not explicitly authorised is prohibited.®> Subsequently, states
signed bilateral or multi-lateral ASAs to define the extent to which contracting parties
granted each other the freedoms of the air (Figure 1). In practice, the third and fourth free-
doms were initially most significant. It was uncommon for a home state to authorise an
airline from a contracting party in country A to transport passengers from its home state to
a third country B (fifth freedom). This type of traffic was typically reserved for the home
state’s flag carrier. In most cases, airlines were required to be substantially owned by a
contracting state or its nationals to fully exercise the agreement’s rights.* Beyond these
freedoms, ASAs usually also stipulate very specific capacities and ticket prices, as
well as working conditions and safety regulations. These provisions created a highly
regulated market environment.’

Frerich and Miiller, Seeverkehrs-, 2.

Steffen Fritzsche, Das europdische Luftverkehrsrecht und die Liberalisierung des transatlantischen
Luftverkehrsmarktes [European Air Transport Law and the Liberalisation of the Transatlantic Air Transport
Market] (Berlin: BWYV Berliner Wissenschafts-Verlag, 2007), 29, 36. Klaus Geil and Georg Hasslinger,
"Vorschlidge, Verspitungen und volle Fahrt voraus. Die Entwicklung der Luftfahrtauenpolitik der
Europiischen Union” [Proposals, Delays, and Full Speed Ahead: The Evolution of the European Union’s
Foreign Aviation Policy], Zeitschrift fiir Weltgeschichte 18:2 (2017): 155-96, here 156. Dobson, A History of
International Civil Aviation, 57-61.

*  Peter Haanappel, “Airline Ownership and Control, and Some Related Matters”, Air & Space Law 26:2
(2001), 90-103, here 92 fos.

> Bert Riirup and Tim Reichart, Determinanten der Wettbewerbsfihigkeit im internationalen Luftverkehr
[Determinants of Competitiveness in International Air Transport] (Dusseldorf: Handelsblatt Research Institute,
2014), 22. Peter Wilke, Katrin Schmid and Stefanie Groning, Branchenanalyse Luftverkehr. Entwicklung von
Beschdftigung und Arbeitsbedingungen [Aviation Industry Analysis: Development of Employment and
Working Conditions] (Diisseldorf: Hans Bockler Stiftung, 2016), 20. Geil and Hasslinger, "Vorschlige,
Verspitungen und volle Fahrt voraus”, 159.

3
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Nine Freedoms of the Air
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Figure 1. Nine freedoms of the air.
Source: ICAO, Glossary, www2023.icao.int/dataplus_archive/Documents/20130729/GLOSSARY.
doc, 6 (accessed 4 August 2025).


http://www2023.icao.int/dataplus_archive/Documents/20130729/GLOSSARY.doc
http://www2023.icao.int/dataplus_archive/Documents/20130729/GLOSSARY.doc
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The first two freedoms are the subject of a transit agreement concluded at the Chicago
Conference (International Air Services Transit Agreement). This agreement represents
the largest multi-lateral agreement in aviation, with 135 member states currently partici-
pating. A transport agreement was also drawn up for freedoms three to five, but it never
came into force. Instead, these are regulated through bilateral ASAs.® The lack of codifi-
cation of freedoms six through nine in international treaties has led the ICAO to term
them “so-called freedoms of the air”.”

Founded in Havana in April 1945 and currently based in Montreal, IATA’s original
primary function was establishing airfares for international flights. The most important
regulatory body was the tariff conferences where IATA members (i.e. the airlines) nego-
tiated international air transport fares. National governments were then required to
approve these fares.®

For instance, scheduled flights between Germany and France were exclusively oper-
ated by the national carriers, Air France and Lufthansa, with routes and capacity sharing
agreements in place. Ticket prices were standardised, with competition limited to factors
such as on-board service and handling quality. Timetables, including fare information,
were published in the monthly ABC World Airways Guide (published between 1946
and 1995) which every travel agency subscribed to. The international connections of
the Eastern Bloc airlines were also embedded in this tightly regulated system.

In effect IATA was a carefully orchestrated cartel that prevented free price competi-
tion. Following deregulation in the late 1970s and 1980s, its significance diminished,
and it has since taken on more typical association and lobbying roles for its member air-
lines. As of July 2025, IATA’s membership includes some 350 airlines from 120
countries.”

The regulation of civil air transport in West Germany from 1945
until deregulation in the late 1980s

During the Second World War, the distinction between civil and military aviation disap-
peared. Germany’s flagship carrier Luft Hansa primarily worked for the Luftwaffe
(German air force). Consequently, in 1945, the Allies placed all air transport under
their control to prevent Germany from initiating a covert civilian air force, as it had
done after the First World War by shifting production to foreign factories or using cam-
ouflage organisations.'® Luft Hansa was banned in 1946 for having been part of the
Luftwaffe."!

S Fritzsche, Das europdische Luftverkehrsrecht, 37 fos.

7 ICAO, Manual on the Regulation of International Air Transport (Doc 9626) (Montreal: ICAO, 2018), part
IV, www.icao.int/doc-9626 (accessed 17 August 2025).

8 Fritzsche, Das europdische Luftverkehrsrecht, 40 fos. Dobson, A History of International Civil Aviation, 62—
65.

® IATA, “The Founding of IATA”, www.iata.org/en/about/history (accessed 12 July 2025).

' Songiil Bozdag-Yaksan, “Vom Staatsunternehmen zum Global Player: die Unternehmensentwicklung der
Deutschen Lufthansa AG” [From State-Owned Company to Global Player: The Corporate Development of
Deutsche Lufthansa], PhD dissertation, Universitit zu Koéln (Germany), 2008, 39 fos.

""" BudraB, Adler und Kranich, 441 fos, 519.


http://www.icao.int/doc-9626
http://www.iata.org/en/about/history
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As a result, in the first post-war decade, foreign airlines, generously granted
traffic rights by the Allied Military Government, took over the West German air
transport market. During this period, aircraft from Allied airlines (American
Overseas Airlines (AOA) until 1950, Pan American Airways, Trans World
Airlines, British European Airways (BEA), Air France) and those from neighbour-
ing European countries (SAS, KLM, Sabena, Swissair) dominated the aprons of
West German airports.]2

On 23 May 1949, the West German Basic Law (a quasi-constitution) stipulated that
the federal government had exclusive legislative authority over air transport within the
Federal Republic of Germany (Article 73, §6). However, it was not until the Paris
Treaties were signed in 1954 that the Federal Republic of Germany regained full air sov-
ereignty on 5 May 1955."

The Federal Ministry of Transport set up a division for air transport as early as 1949,
which was transformed into a department in 1951. A preparatory committee on air traffic,
established on 9 November 1951, was tasked with drafting a report on the “tasks, prin-
ciples, and economic conditions of the future German air transport company”.'* At
this time, the concept of a national flag carrier was taken for granted in the Federal
Republic of Germany as well as worldwide.'> Only the USA had several large private
airlines at this time, although they were heavily regulated. The committee’s final report
submitted the following year stipulated that the German airline yet to be founded
should have no foreign shareholders, receive start-up funding and join the international
air transport cartel IATA.'¢

In 1953, AG fiir Luftverkehrsbedarf (LUFTAG) was founded, which was renamed
Deutsche Lufthansa in August 1954 and commenced flight operations in May 1955.
Officially, it was independent of the pre-war Luft Hansa. In March 1953, the Federal
Institute for Air Traffic Control was also established and in October 1954 the Federal
Aviation Office.!” The institutional infrastructure for the resumption of flight operations
by German airlines was thus largely in place. The Federal Republic joined the ICAO in
May 1955 and Deutsche Lufthansa joined the IATA in June 1956.'%

12 Hans-Liudger Dienel, “‘Das wahre Wirtschaftswunder’. Flugzeugproduktion, Fluggesellschaften und
innerdeutscher Flugverkehr im West-Ost-Vergleich 1955-1980” [“The True Economic Miracle’. Aircraft
Production, Airlines and Domestic German Air Traffic in a West-East Comparison 1955-1980], in Johannes
Bihr and Dietmar Petzina (eds), Innovationsverhalten und Entscheidungsstrukturen. Vergleichende Studien zur
wirtschaftlichen Entwicklung im geteilten Deutschland 1945—1990 (Berlin: Duncker & Humblot GmbH, 1996),
341-72, here 365. Bozdag-Yaksan, “Vom Staatsunternehmen zum Global Player”, 50, lists further airlines.

'3 Wilhelm Pompl, Luftverkehr. Eine dkonomische und politische Einfiihrung [Air Transport: An Economic
and Political Introduction] (Berlin: Springer, 2007), 344.

14 Seifert, Der deutsche Luftverkehr, 10, 14 (translation by author).

15 Hans-Liudger Dienel, “Lufthansa: Two German Airlines”, in Hans-Liudger Dienel and Peter Lyth (eds),
Flying the Flag. European Commercial Air Transport since 1945 (London: Macmillan, 1998), 87-127, here 89,
92. Bozdag-Yaksan, “Vom Staatsunternehmen zum Global Player”, 20. Martin Staniland, Government Birds:
Air Transport and the State in Western Europe (London: Rowman & Littlefield, 2003), 78-86, 269.

16 Seifert, Der deutsche Luftverkehr, 15-18.

7" Ibid., 20-22. BudraB, Adler und Kranich, 507.

18 Seifert, Der deutsche Luftverkehr, 31.
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Scheduled air transport

With the restoration of sovereignty over its airspace, the Federal Republic claimed the
same rights for Lufthansa as other states did for their flag carriers. The regulation of inter-
national and even national scheduled air transport in the Federal Republic was effectively
governed by the rules of ICAO and IATA.

Scheduled flights to other countries were regulated by IATA. As a latecomer, Lufthansa
had a difficult time in the early years when the Federal Republic negotiated ASAs with
potential destination countries — the airlines of most partner countries already had landing
rights in Germany from the time of Allied air sovereignty. The most important exception
was Air France, which Lufthansa regarded as an equal from the outset."®

Domestic flights were predominantly loss-making until the 1980s and were of little
importance to Lufthansa, especially as the Federal Ministry of Transport wanted to
avoid competition between the two state-owned companies Bundesbahn, the national
railway company, and Lufthansa. The Federal Republic had a majority on Lufthansa’s
supervisory board through representatives of the federal government, the federal states
and the Bundesbahn.?® Therefore, most domestic flights served as feeder flights for
Lufthansa’s sole hub at the time, Frankfurt on Main.?"

The pricing of domestic flights was negotiated between the Federal Ministry of
Transport and Lufthansa, with a requirement to approve and publish fares until the
1980s.%% Overall, flying was extremely expensive in the 1950s and 1960s. For a long
time, air travel maintained an image of exclusivity.*

While Lufthansa took over almost all domestic (West) German air transport, the routes
to and from West Berlin remained a special case. On 30 November 1945, the Allied
Control Council had established three flight corridors to West Berlin as part of an agree-
ment between the four allied forces. From West Berlin, the flight routes went via the
Hamburg Air Corridor towards Hamburg and Bremen, via the Biickeburg Air Corridor
towards Hanover and on to Cologne/Bonn and via the Frankfurt Air Corridor towards
Frankfurt on Main, Stuttgart, Nuremberg and Munich.>*

Prior to German reunification in 1990, only airlines from the three Western Allies were
permitted to fly to West Berlin airports. BEA began flying to Gatow in September 1946
and to Tempelhof in 1950, while AOA (acquired by Pan Am in 1950) and later Air France
had been operating from Tempelhof since May 1946. All scheduled flights to Berlin were

' Dienel, “Lufthansa”, 102, 111.

20 Hans-Liudger Dienel, “Der Neuaufbau der zivilen Luftfahrt im deutsch-deutschen Vergleich” [The
Reconstruction of Civil Aviation in a German—German Comparison], Technikgeschichte 63:4 (1996), 285-301,
here 368.

2 Ibid., 295.

22 Frerich and Miiller, Seeverkehrs-, 3.

23 Hasso Spode, “Von der Luftpolitik zur Deregulierung: Das Flugzeug und der Massentourismus” [From Air
Policy to Deregulation: The Aircraft and Mass Tourism], in Ralf Roth and Karl Schlogel (eds), Neue Wege in ein
neues Europa. Geschichte und Verkehr im 20. Jahrhundert (Weinheim: Campus Verlag, 2009), 491-514, here
503 fos.

24 H. E. P. Wigglesworth, X. De Seven, T. F. Kutzevalov and Robert W. Harper, Report of the Committee on
Aviation of the Air Directorate, 31 December 1945, history.state.gov/historicaldocuments/frus1945v03/d1206
(accessed 25 June 2025).
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transferred from Tempelhof to the newly built airport in Berlin-Tegel in 1975.%° That year, Pan
Am and BEA successfully applied to the Allied aviation authorities to split the routes to West
Germany, which significantly reduced competition. From 1963, western travellers could also
fly with Interflug, the East German flagship carrier, from Berlin-Schonefeld to other countries,
such as the Soviet Union, Bulgaria and Greece, after having crossed the West—East border in
Berlin.?® From the early 1980s, other airlines from the Western Allies were also granted licences
for scheduled flights from Berlin-Tegel to Saarbriicken and to other European countries, includ-
ing the French regional airline Touraine Air Transport, the British Dan-Air and, in 1987, Trans
World Airlines (TWA), Pan Am’s major American competitor.>”

In September 1988, Lufthansa and Air France — both companies were still state-owned —
founded Euroberlin France. As Air France had a majority shareholding of 51 per cent, it was
regarded as a French and therefore Western allied company and was authorised to fly to
Berlin-Tegel. This allowed Lufthansa to secure valuable slots, which it was then able to
utilise unexpectedly quickly after reunification. In 1990, the airline was renamed Euroberlin
and continued to fly as a low-cost carrier (LCC) on behalf of Lufthansa until October 1994, pri-
marily to Diisseldorf, Frankfurt on Main, Cologne/Bonn, Munich and Stuttgalt.28 In October
1990, Lufthansa also took over the slots in the Berlin network of the ailing Pan Am, which
urgently needed cash.”’

Charter air transport

In the 1960s, household incomes in West Germany rose steadily. More people could afford
to spend their annual holiday abroad and even take a flight to do so.*® West German tour
operators — Touropa, Scharnow-Reisen, Hummel-Reise and Dr Tigges-Fahrten — joined
forces at the end of 1968 to form TUI (Touristik Union International). TUI continued to
book overnight stays in hotels, as the hotel industry in Mediterranean countries was inex-
pensive, as well as ticket contingents with the airlines (charter and scheduled) and offered
this in a package as an inclusive tour or package holiday. As a result, charter airlines were
able to utilise their aircraft very well.®' These were increasingly jets (Table 1), including

25 Seifert, Der deutsche Luftverkehr, 254f, 258-60. Spode, “Von der Luftpolitik zur Deregulierung”, 506.
26 Dienel, “Der Neuaufbau der zivilen Luftfahrt”, 292. Spode, “Von der Luftpolitik zur Deregulierung”, 506.
27 Seifert, Der deutsche Luftverkehr, 262—64.

2 Ibid., 152, 263 fos. Dienel, “Lufthansa”, 99.

2 Seifert, Der deutsche Luftverkehr, 176, 392 fos.

30 Alfred Reckendrees, “Konsummuster im Wandel. Haushaltsbudgets und Privater Verbrauch in der
Bundesrepublik 1952-1998” [Consumption Patterns in Transition: Household Budgets and Private
Consumption in the Federal Republic of Germany, 1952—1998], Jahrbuch fiir Wirtschaftsgeschichte 2 (2007):
29-61, here 38, 51-53. Sina Fabian, "Massentourismus und Individualitit. Pauschalurlaube westdeutscher
Reisender in Spanien wihrend der 1970er- und 1980er-Jahre” [Mass Tourism and Individuality: Package
Holidays of West German Travelers in Spain during the 1970s and 1980s], Zeithistorische Forschungen/Studies
in Contemporary History 13:1 (2016), 61-85, here 64 fos.

31 Spode, “Von der Luftpolitik zur Deregulierung”, 507. Fabian, "Massentourismus und Individualitit”, 65—
67. Jorg Lesczenski, "Urlaub von der Stange. Reiseveranstalter und der Wandel des Pauschaltourismus in
beiden deutschen Staat (1960-1990) [Off-the-Shelf Holidays. Tour Operators and the Change in Package
Tourism in Both German States (1960-1990)]”, in Werner Plumpe and André Steiner (eds), Der Mythos von der
postindustriellen Welt: Wirtschaftlicher Strukturwandel in Deutschland 1960 bis 1990 (Géttingen: Wallstein,
2016), 173-257.
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wide-body aircraft such as the Boeing 747 (Jumbo Jet) used by Lufthansa’s charter subsid-
iary Condor from 1971 and the Lockheed Tristar operated by Diisseldorf-based charter
airline LTU from 1973. In the 1980s, Spain became the most important main destination
for package holidays by German tourists.>”

As charter flights were not subject to IATA price regulation and typically provided a
lower quality of service than flag carriers, package holidays could be offered considerably
cheaper than booking scheduled flights plus accommodation separately. However, they
had a poorer image than scheduled airlines (the Spanish carrier Spantax alone, which
flew many German—Spanish routes, lost several aircraft in accidents33), so Airtours
International (a subsidiary of TUI since 1970° 4), which was founded in 1967, developed
a similar concept with scheduled airlines. By combining the scheduled flight ticket with a
fictitious hotel voucher, the scheduled flight ticket became de jure a charter flight ticket,
so that IATA price restrictions could be circumvented. IATA responded with special fares
such as the APEX ticket in 1975, and after deregulation in the 1990s, the status difference
between scheduled airlines and charter airlines vanished.*’

The deregulation of civil aviation in the EC/EU since 1987

The liberalisation of civil aviation in the EC would hardly have been possible, or at least
not as quickly, without the previous reforms in the USA. As in many areas of aviation,
Europe followed its lead.

Deregulation in the USA in 1978

In October 1978, under President Jimmy Carter, the US administration passed the Airline
Regulation Act, which revolutionised civil aviation in the USA. Since 1938, the Civil
Aeronautics Board (CAB) had set the fares, routes and flight schedules for all domestic
air transport routes between different US states (air transport within a state was regulated
by the respective administration). While this was a profitable business for the existing air-
lines, customers and local authorities, who had to subsidise flight routes, suffered from
the often very strict regulation of the CAB. During the deregulation the CAB was dis-
solved in 1984. The remaining regulatory tasks were taken over by the US Department
of Transportation.*®

Most of the existing major airlines fell victim to the sudden increase in competition,
including Pan Am and TWA, which had specialised in international routes and lacked
a connection to the domestic American network. Of the major airlines, only American
Airlines, Delta and United have survived to this day (2025); the others either went

32 Fabian, "Massentourismus und Individualitit”, 67f, 72.

33 Bureau of Aircraft Accidents Archives, “Spantax”, www.baaa-acro.com/operator/spantax (accessed 1
August 2025).

34 Airtours, “About airtours”, www.airtours.de/service/ueber-uns (accessed 25 June 2025).

35 Spode, “Von der Luftpolitik zur Deregulierung”, 508-10.

36 James Peoples, “Airline Liberalisation in the US”, in Matthias Finger and Kenneth John Button (eds), Air
Transport Liberalisation. A Critical Assessment (Cheltenham: Edward Elgar Publishing, 2017), 7-26.
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bankrupt or merged. While they relied on the hub-and-spoke system with central hubs,
the new LCCs such as the low-cost pioneer Southwest Airlines mostly flew from point
to point and served under-utilised smaller airports. Even though competition increased,
an oligopoly of the latter four airlines re-established itself.>’

As hoped, ticket prices fell considerably as competition prevailed on many routes
despite oligopolistic structures. The US air transport market was a paradigmatic applica-
tion of the concept of contestable markets developed in the early 1980s: as long as market
entry is not impeded by specific entry barriers, even a monopolist cannot (fully) utilise its
market power.>® Adjusted for inflation, ticket prices in the USA fell by around 20 per cent
between 1976 and 1990, which was not only due to increased competition but also due to
more efficient aircrafts.>® Fears that heightened competition would compromise safety
were unfounded. Fatalities per 100 million aircraft miles flown in the USA dropped
from approximately five in the early 1970s to fewer than two in the 1990s and about
0.1 after the attacks of 11 September 2001.

Deregulation in the EC, 1987 to 1997

In Europe, where international air transport was dominated by national flag carriers, the
prevailing opinion for a long time was that passenger air transport had to be protected
from competition, as it would lead to “ruinous competition” at the expense of quality
and safety.*! Even within the EC, for which the free internal market was virtually consti-
tutive, bilateral ASAs between member states regulated air transport.*?

The obvious success of deregulation on the American market put the EC under pres-
sure to act. The European Commission had already early advocated for liberalisation, and
emphasised the interests of consumers in an air transport memorandum in 1979.** Several
rulings by the European Court of Justice (ECJ), according to which the principles of the
Treaty of Rome for the European market should also be applied to air transport,** also set
in motion efforts to liberalise air transport in the EC-EU since 2009. Britain’s Laker

37 Steven Morrison and Clifford Winston, The Economic Effects of Airline Deregulation (Washington DC:

Brookings Institution Press, 1986), 5-11. Staniland, Government Birds, 270 fos. Humphreys, The Regulation of
Air Transport, 53-55, 110-14.

3 William J. Baumol, “Contestable Markets: An Uprising in the Theory of Industry Structure”, American
Economic Review 72:1 (1982), 1-15. Frank Fichert, “Wettbewerb im innerdeutschen Luftverkehr. Empirische
Analyse eines deregulierten Marktes mit wirtschaftspolitischen Schlussfolgerungen” [Competition in Domestic
German Air Transport. Empirical Analysis of a Deregulated Market with Economic Policy Implications], in
Joachim Ragnitz (ed.), Deregulierung in Deutschland. Theoretische und empirische Analysen (Halle: Inst. fiir
Wirtschaftsforschung, 2004), 83—116, here 88 fos.

3 National Academies of Sciences, Engineering, and Medicine, Winds of Change: Domestic Air Transport
Since Deregulation. Special Report 230 (Washington DC: Transportation Research Board. National Research
Council, 1991), 89 fos.

40" Bureau of Transportation Statistics, “U.S. Air Carrier Safety Data”, www.bts.gov/content/us-air-carrier-
safety-data (accessed 17 June 2025).

41 Sampson, Empires of the Sky, 179-90.

Geil and Hasslinger, "Vorschlidge, Verspitungen und volle Fahrt voraus”, 160.

43 Frerich and Miiller, Seeverkehrs-, 86 fos.

4 Heinrich Mensen, Handbuch der Luftfahrt (Berlin: Springer, 2013), 400. Wilke, Schmid and Groning,
Branchenanalyse Luftverkehr, 20.
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Airways proved that low-cost flights could be profitable and safe when it launched sched-
uled services between London Gatwick and New York-JFK with its Skytrain in
September 1977.4°

European policymakers subsequently agreed on three liberalisation packages, which
were adopted in 1987, 1990 and 1992 and came into force the following year, respect-
ively. In the first liberalisation package of 1987, the structure of the bilateral agreements
(ASAs) was initially retained. However, the strict fare and capacity limits were relaxed,
so that a larger number of airlines could now serve the most important international routes
within the EC, thus eliminating the monopoly of the flag carriers. In principle, the con-
tracting states granted each other the third to fifth freedom of the air, albeit with restric-
tions. In addition, cross-border regional air transport was facilitated, which led to a boom
in this sector.*

In the second liberalisation package of 1990, airlines were allowed to agree on prices
only with the authorities in their own country. Competing airlines were given easier
access to certain routes, resulting in numerous additional direct connections in the EC.

On 1 January 1993, at the same time as the introduction of the EC internal market, the
third liberalisation package came into force, which created the conditions for the EC-wide
standardisation of operating licences for airlines. This gave all airlines based in the EC
access to all cross-border routes within the EC (fifth freedom), if they had previously
applied for and obtained an operating licence from the EC. The third liberalisation
package, which was converted into a single regulation in 2008, provided exceptions
for public service obligations, e.g. on routes to peripheral regions and in the case of code-
sharing with airlines from third countries.*’

The abolition of the obligation to obtain authorisation for ticket prices was also very
important. These could now be freely determined by the airlines. The third package thus
abolished all national controls on the air transport market and invalidated all bilateral air
transport agreements between EC countries in favour of one common air transport market.

The fourth and final liberalisation step was added in April 1997 with the freedoms of
air eight and nine (cabotage) in the Common Aviation Area for companies of the EC
member states, i.e. an airline from an EC country could offer domestic flights in EC
country A or international flights from there to any EC country B. This completed the
liberalisation of the EC air transport market.*®

4 Sampson, Empires of the Sky, 147-52. “Feindbild Freddie” [Enemy Freddie], Der Spiegel 21 August 1977,
www.spiegel.de/wirtschaft/feindbild-freddie-a-7ed74f3d-0002-0001-0000-000040763990 (accessed 17
January 2025).

46 Forschungsinformationssystem Mobilitdt und Verkehr, Europdische Deregulierung und Liberalisierung
des Luftverkehrs [European Deregulation and Liberalisation of Air Transport], www.
forschungsinformationssystem.de/servlet/is/478929 (accessed 17 June 2025). Seifert, Der deutsche Luftverkehr,
182-97. Geil and Hasslinger, "Vorschldge, Verspédtungen und volle Fahrt voraus”, 161 fos.

47 “Regulation (EC) No. 1008/2008”, eur-lex.europa.eu/eli/reg/2008/1008/0j/eng (accessed 24 July 2025).
Astrid Epiney, "Liberalisierungsmafnahmen und flankierende Harmonisierungsmafinahmen” [Liberalisation
Measures and Accompanying Harmonisation Measures], in Manfred Drause and Markus Ludwig (eds),
Handbuch des EU-Wirtschaftsrechts (Warsaw: C. H. Beck, 2023) RN 519-29, here RN 521 fos.

4% Mensen, Handbuch der Lufifahrt, 405. Forschungsinformationssystem, Europdiische Deregulierung.
Frerich and Miiller, “Seeverkehrs-", 431-81.
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The deregulation of the internal market was followed by liberalisation with countries
outside the EC/EU. The most important contractual partner of these open skies agree-
ments was the USA. However, due to differing national interests, there was no liberalisa-
tion of transatlantic air transport between the EU as a whole and the USA in the 1990s and
early 2000s. Instead, bilateral open skies agreements between the EU member states of
the Netherlands, Belgium, Finland, Denmark, Sweden, Luxembourg, Austria and
Germany (2005) on the one hand and the USA on the other hand have been active
from 1992 until 2007.

The European Commission brought an action against the open skies agreements
before the ECJ in 1998. In 2002, the Court ruled that bilateral agreements were incom-
patible with EC law. Specifically, the ECJ declared that the clauses on ownership and
control of airlines in the ASAs conflicted with EC legislation on the right of establish-
ment. Additionally, the ECJ established the EC’s external competence in air transport,
ruling that individual EC states may not conclude bilateral aviation agreements if these
agreements violate common EC legal standards, as outlined in the three liberalisation
packages. Consequently, a Community clause must be included in bilateral ASAs to
ensure that all EC airlines can benefit from the existing bilateral ASAs of all member
states.*® From then on, any new open skies agreements with non-EC countries had to
be negotiated exclusively at the EC level, so that the same conditions applied to all EC
airlines in international air transport with non-EC countries. Consequently, member
states had to cede much of their negotiating power to the EC. As a result, a new open
skies agreement concluded between the EC and the USA in 2007 was particularly import-
ant.”® Further agreements were concluded with Switzerland in 2002, Morocco in 2006,
Canada in 2009 and Israel in 2013, among others. These agreements reduced the level
of regulation but did not grant the contracting parties all the freedoms of the air.”!

The creation of the European Common Aviation Area (ECAA) in 2006 was particu-
larly significant regarding air transport with Northern and Eastern Europe. This extended
the liberal provisions that had been created within the EC to non-EC countries, integrat-
ing them into the EC air transport market. The decisive point was that the member states
of the ECAA fully transposed EC law into national law. The members of the ECAA are
all EU states, the EU itself, Albania, Bosnia and Herzegovina, Iceland, Montenegro,
North Macedonia, Norway, Serbia and Kosovo.”?

While the regulations above address the liberalisation of competition, the re-regulation
of aviation security has also been taking place under the Single European Sky initiative
since the 1990s. That is because air traffic control was initially a purely national measure.
The six founding states of the EC created Eurocontrol as early as 1963 to better

49 European Court of Justice, “Press release N. 89/02”, curia.europa.eu/de/actu/communiques/cp02/aff/
¢p0289de.htm (accessed 25 June 2025). Geil and Hasslinger, "Vorschldge, Verspatungen und volle Fahrt
voraus”, 172f, 181, 194.

“European Union—United States Aviation Agreements”, eur-lex.europa.eu/legal-content/EN/TXT/?uri=
legissum:124483 (accessed 25 June 2025).

" Geil and Hasslinger, "Vorschlige, Verspitungen und volle Fahrt voraus”, 178-81.

52 “Document JOL_2006_285_R_0001_01", eur-lex.europa.eu/legal-content/EN/ALL/?uri=uriserv:OJ.L_.
2006.285.01.0001.01.ENG (accessed 17 June 2025).
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coordinate national air traffic control. Nevertheless, EU air transport is still sub-optimally
regulated, so airlines incur unnecessary fuel costs, and the administrative burden remains
comparatively high.>?

The consequences of deregulation for air transport in Germany

The consequences of the liberalisation of the EC air transport market were like those in
the USA in many, but not all aspects. In general, the effects of liberalisation are difficult to
separate from others, particularly the increased economic and technical efficiency of air-
craft and computer reservation systems. Other factors include productivity increases in
ground logistics.>*

The most significant outcome was the massive increase in competition among airlines
within the EU, primarily due to the entry of new LCCs into the market. Since the 1990s,
EU airlines have been able to organise their routes and tariffs autonomously within the
EU, irrespective of their national origin, including on domestic routes in other EU coun-
tries,> although the (non-)allocation of attractive slots (take-off and landing rights) at
busy airports still allows for some national discretion.

In the EU, too, liberalisation has been accompanied by a further reduction in the risk of
accidents. Until today (July 2025), classic LCCs such as Ryanair, easyJet and Wizz have
not had any fatal accidents. Germanwings/Eurowings had one fatal accident in 2015 due
to the suicide of a co-pilot (150 fatalities).>®

The effects of deregulation on German airlines

The difference with the USA is more apparent on the supply side. Loss-making national
flag carriers — except for Swissair and Belgium’s Sabena, which both went bankrupt in
late 2001 — were kept alive by their governments for a long time (Alitalia until 2021)
or even to this day. Some lost their independence (Iberia, Austrian Airlines), but most
European flag carriers are still operating today.”” Almost all of them have been partially
or fully privatised since the 1980s. Particularly in the larger countries, the national flag
carriers, e.g. Lufthansa, British Airways (BA) have remained or merged, as in the case
of Air France and KLM.>® They continue to focus on quality and comprehensive services
and operate a dense intercontinental route network from one base (London-Heathrow,
Paris-Charles de Gaulle, Amsterdam-Schiphol) or two hubs (Frankfurt on Main and
Munich).

On short- and medium-haul routes in particular, they compete with newly founded
LCCs such as Ryan Air, easylet, Wizz and Norwegian, which have imitated

33 Riirup and Reichart, Determinanten der Wettbewerbsfiihigkeit, 23 fos.

54 Pompl, Luftverkehr, 400.

53 Wilke, Schmid and Groning, Branchenanalyse Luftverkehr, 20 fos.

6 Aviation Safety Network, “Statistics”, asn.flightsafety.org/statistics.

57 Humphreys, The Regulation of Air Transport, 74.

58 Cozmuta, “Airline Privatisation in Europe”. Adrian Cozmuta, “Selling ‘“The World’s Favourite Airline’:
British Airways’ Privatisation and the Motives Behind It”, Business History 66:1 (2024): 181-200.
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Southwest’s business concept and fly point-to-point with low service and low prices (“no
frills”).>® Only a few of the major European LCCs tried to operate on long-haul routes
(Norwegian did so from 2013 to 2021)*° and currently the only one is Lufthansa subsid-
iary Discover Airlines which in 2021 took over the long-haul routes of Eurowings (long-
haul from 2015 to 2020).%" The main problem for LCCs on long-haul routes is that they
are less able to exploit their specific cost advantages (e.g. short turnaround times).

In Germany, liberalisation spurred the emergence of new competitors in scheduled air
travel. Between 1995 and 2011 alone, 12 German LCCs operated.> Many existing
charter airlines entered the market for scheduled services. Moreover, many new charter
airlines emerged, part of which also offered scheduled services. Air Berlin, which had
been founded by Americans in West Berlin as early as 1978, initially had to restrict
itself to charter flights. In German hands since 1991, Air Berlin began operating sched-
uled flights to popular holiday destinations such as Mallorca in 1997, where the airline
later even established a hub for onward flights to the Spanish mainland. Air Berlin sub-
sequently expanded its route network and developed into the second-largest German
carrier after Lufthansa. The takeover of Deutsche BA in 2006 (see below), of the
Diisseldorf-based charter company LTU in 2007 and of the domestic routes of competitor
TUIfly in 2009 also contributed to this. An unclear strategy, high levels of debt and man-
agement problems led to the airline’s visible decline from 2013, which ended in bank-
ruptcy in 2017.9

Aero Lloyd began charter flights in 1980 and entered the German domestic scheduled
flight market in 1988 but was fiercely opposed by Lufthansa and retained its focus on
charter flights. The airline went bankrupt in 2003.%

A much-noticed newcomer to the German market, i.e. without any previous activity as
a charter airline, was German Wings, which offered domestic German routes and routes
to Paris in 1989 in open competition with Lufthansa. In contrast to Aero Lloyd, German
Wings’ business concept was to offer higher quality, in particular more legroom for the
seats, at similar prices to Lufthansa. As German Wings concentrated on the larger
German airports (Diisseldorf, Frankfurt on Main, Hamburg, Cologne/Bonn and

39 Eric Pels, “Airline Network Competition: Full-Service Airlines, Low-Cost Airlines and Long-Haul
Markets”, Research in Transportation Economics 24:1 (2008), 68—74. Humphreys, The Regulation of Air
Transport, 109-12, 120-22.

Norwegian, “Our Story. Year by year”, www.norwegian.com/en/about/our-story/year-by-year (accessed 25
June 2025).

1 Alexander Koenig, “Billigflieger in der Krise. Wie die Lufthansa Eurowings wieder auf Kurs bringen will”
[Low-Cost Airlines in Crisis: How Lufthansa Plans to Get Eurowings Back on Track], manager-magazin, 18
December 2019, www.manager-magazin.de/lifestyle/reise/lufthansa-group-wie-eurowings-wieder-auf-kurs-
kommen-soll-a-1301705.html (accessed 25 June 2025).

%2 Keith Mason, William G. Morrison and Ian Stockman, “Liberalisation of Air Transport in Europe and the
Evolution of "Lowcost’ Airlines”, in Hartmut Wolf, Peter Forsyth, David Gillen, Kai Hiischelrath and
Hans-Martin Niemeier (eds), Liberalization in Aviation: Competition, Cooperation and Public Policy (London:
Routledge, 2016), 141-55, here 143.
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Deutsche Welle 27 October 2017, www.dw.com/de/air-berlin-eine-geschichte-des-scheiterns/a-40640169
(accessed 24 July 2025).

% Der Spiegel, 28 August 1988, 20 August 1989, 6 May 1990, 30 September 1990, 20 October 2003, www.
spiegel.de (accessed 14 January 2025). Seifert, Der deutsche Luftverkehr, 142f, 155f, 175f, 197f, 237, 392.
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Munich), it was labelled a cherry picker by Lufthansa, and was specifically targeted, just
like Aero Lloyd. Lufthansa’s airfares were significantly lower on routes where German
Wings competed compared to routes where it maintained a monopoly. Moreover,
German Wings had to fight in court for the recognition of its flight tickets under an inter-
lining agreement. In the end, German Wings had to cease flight operations as early as
1990. The Lufthansa Group later acquired the trademark rights in 2008.%°

Pressured by the LCCs easylJet (since 1999, based in Berlin-Schonefeld since 2004)
and Ryanair (operating from Hahn in Hunsriick since 2002), Lufthansa penetrated the
low-cost segment under the Germanwings brand in 2002. In the following years, it dele-
gated more of its European point-to-point connections from German airports to
Germanwings, with the exception of Frankfurt on Main and Munich, which served as
hubs. Lufthansa’s low-cost offshoot Germanwings has been operating as Eurowings
since 2015 and is Germany’s second-largest airline in 2025.%

Under this company name, Eurowings, two small regional airlines, NFD and RFG,
had offered scheduled and charter flights from 1993 to the early 2000s, the former
partly as a feeder for the hubs of KLM and Air France in Amsterdam-Schiphol and
Paris-Charles de Gaulle. It later flew regional services for Lufthansa, which took over
the majority shareholding in 2005 and operated the aircraft under the Lufthansa
Regional brand.®’

In the early 1990s, BA’s entry into the German domestic market posed a greater threat
to Lufthansa than Aero Lloyd and German Wings. BA had initially held unsuccessful
talks with (the first) German Wings, the former East German flag carrier Interflug and
Aero Lloyd about an investment. Instead, BA took a stake in Delta Air, a small regional
airline founded in 1977 which, unlike the aforementioned airlines, was financially sound.
Delta Air was renamed as Deutsche BA and in 1992 began operating German domestic
flights, mainly to Berlin, and shortly afterwards also scheduled and charter flights to other
European countries.®® The EU’s last liberalisation step in 1997 was used by Deutsche BA
(BA as sole owner since 1998) as an opportunity to expand the fight against Lufthansa.
This led to even greater pressure on ticket prices, which Deutsche BA was ultimately
unable to cope with. As Deutsche BA always remained loss-making, BA lost interest
and sold its shares in 2003. After several changes of ownership, Deutsche BA, now
dba, was sold to Air Berlin in 2006 as mentioned above.®

5 Der Spiegel 29 April 1989, 11 June 1989, 6 May 1990, www.spiegel.de (accessed 14 January 2025). Seifert,
Der deutsche Luftverkehr, 156f, 392. Patrick Hoeveler, "David gegen Goliath im innerdeutschen Markt. Als die
erste German Wings die Lufthansa Angriff” [David versus Goliath in the Domestic German Market. When the
First German Wings Attacked Lufthansa], Flug Revue 14 November 2023, www.flugrevue.de/zivil/david-
gegen-goliath-im-innerdeutschen-markt-als-die-erste-german-wings-die-lufthansa-angriff (accessed 17 June
2025).

6 Statista, “Anzahl der Passagierflugzeuge ausgewihlter deutscher Fluggesellschaften in den Jahren 2021 bis
2024 [Number of Passenger Aircraft of Selected German Airlines in the Years 2021 to 2024], de.statista.com/
statistik/daten/studie/182095/umfrage/anzahl-der-flugzeuge-deutscher-fluggesellschaften (accessed 17 June
2025).

%7 Seifert, Der deutsche Luftverkehr, 186-89, 221f, 391, 394.

8 Dienel, “Lufthansa”, 99, 114. Seifert, Der deutsche Luftverkehr, 189-91, 214, 220f, 244f, 392, 394 fos.
" Der Spiegel 19 January 1997, 20 February 2005, 10 July 2005, 17 August 2006, www.spiegel.de (accessed
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The shipping company Hapag-Lloyd set up a charter airline of the same name in 1972,
which integrated its competitor Bavaria-Germanair in 1977. In 2002, TUI, which had
been majority-owned by the Hapag-Lloyd Group since 1998, founded the LCC
Hapag-Lloyd Express (HLX), which offered scheduled low-cost flights in competition
with Air Berlin and Germanwings. As part of a standardisation of its brand image, the
TUI Group created the umbrella brand TUIfly, under which Hapag-Lloyd Flug (since
renamed Hapagfly) and HLX operated from 2007. During a cross-shareholding with
Air Berlin, TUIfly sold its scheduled services, which mainly served Germany and
Italy, to Air Berlin in 2009. Since then, TUIfly, now (2025) Germany’s fourth-largest
airline, has mostly operated charter flights.”®

Like TUIfly, Condor is a holiday airline that is part of larger tourism groups for whose
package deals it provides flight services.”' Condor has been operating since 1956 (until 1961
as Deutscher Flugdienst) and from 1971 was the first holiday airline in the world to use the
Boeing 747 (Jumbo Jet). Lufthansa held a blocking minority stake from the outset and was
the majority shareholder since 1959. Condor repeatedly bought up other German charter airlines
because Lufthansa was keen to keep competition low.”* It was therefore Germany’s largest
charter airline from the 1960s to the 1980s. Lufthansa reduced its shareholding in 1997 and
has no longer held a stake in Condor, since 2009 Germany’s third-largest airline.”

For a long time, Condor’s biggest competitor was LTU, which was founded in 1955
and initially flew for large travel agencies, but from 1986 onwards bought them up itself
or took a stake in them.”* However, unlike Air Berlin and Hapag-Lloyd/TUIfly, LTU and
its southern German subsidiary LTS (1984-98) did not participate in scheduled air trans-
port when liberalisation permitted this. LTU was unable to keep up with the fierce price
competition and was sold to Air Berlin in 2007.”

Table 1 gives an overview on the established and the new German airlines until 2019.
To avoid inflating the table, only those airlines which operated jets for passenger services
and with a minimum of 32 seats (Yakovlev 40) are listed. The fourth and fifth columns
give the dates when the airline began to offer scheduled or charter services with passenger
jets.

70 Seifert, Der deutsche Luftverkehr, 105-108, 140f, 342, 364, 366, 390 fos. Bundeskartellamt,
“Bundeskartellamt Clears Acquisition of TUIfly’s City-Carrier Business by Air Berlin”, 2009, www.
bundeskartellamt.de/SharedDocs/Meldung/EN/Pressemitteilungen/2009/08_09_2009_Air-Berlin_TUILhtml?
nn=55030 (accessed 17 June 2025). Statista, “Anzahl der Passagierflugzeuge Statista”.

"' Wilke, Schmid and Groning, Branchenanalyse Luftverkehr, 20-22.

> Dienel, “Lufthansa”, 113.

73 “Lufthansa stoBt Condor ab” [Lufthansa Sells off Condor], Financial Times Deutschland 9 February 2009,
archive.ph/20120731124750/http://www.ftd.de/unternehmen/handel_dienstleister/:Neue-Heimat-f%FCr-
Ferienflieger-Lufthansa-st%F6%DFt-Condor-ab/472052.html (accessed 17 June 2025). Statista, “Anzahl der
Passagierflugzeuge”.

74 Dienel, “Lufthansa”, 113.

75 "Neuer Uberflieger", manager-magazin, 27 March 2007, www.manager-magazin.de/unternehmen/artikel/a-
474019.html (accessed 4 August 2025). "Der SpaBl wird weniger", Der Spiegel 16 September 2007, www.
spiegel.de/wirtschaft/der-spass-wird-weniger-a-f98cc529-0002-0001-0000-000052985295 ?context=issue
(accessed 4 August 2025). "Ehemaliger Ferienflieger. Der lange Aufstieg und schnelle Fall von LTU” [Former
Holiday Airline: The Long Rise and Rapid Fall of LTU], AeroTelegraph 2 October 2022, www.aerotelegraph.
com/der-lange-aufstieg-und-schnelle-fall-von-1tu (accessed 17 June 2025).
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Overall, it can be seen that because of liberalisation, existing charter airlines now also
offered scheduled services and new ones were founded, especially after full liberalisation
in 1997. Most of them disappeared from the market after a few years. This fate also
affected relatively large airlines that had been in existence for some time, such as LTU
or Air Berlin. Although the Lufthansa Group (including Eurowings) now owns about
85 per cent of German airlines’ aircraft, the cut-throat competition has led to a different
outcome compared to the USA, as many non-German airlines have had significant market
shares since 1997, above all (as of July 2024) Ryanair, easyJet, Wizz, Norwegian,
Vueling and Air Baltic.”® Because of this, the Lufthansa group performed poorly in
terms of profitability.”” This supports the idea that the German air traffic market was
(and still is) contestable in the sense of the theory.

The impact of deregulation on routes

While the literature on the history of specific deregulation measures in European civil air
transport is almost unmanageable, the same cannot be said for the analysis of their eco-
nomic effects. This is mainly due to the difficulty of obtaining empirical data or, if avail-
able, of calculating the effect of liberalisation, especially as the aircraft used have become
increasingly efficient over the same period.

There is relatively easily available data on the number of flight connections and the
capacity on offer. This was analysed by George Williams in the early 2000s. Table 2
shows this for some European countries and the USA. Here, deregulation was already
a decade ago in 1989, so that the changes in routes (+6 per cent) and capacity (+19
per cent) in the domestic market up to the reference year 2000 were small. In comparison,
both figures rose rapidly for Spain, which has a significant domestic flight market, and
Germany. The many new routes offered in Germany were partially a consequence of
German reunification in 1990. In France, on the other hand, the accelerated expansion
of the high-speed train network is likely to have had a dampening effect. Much more
impressive is the expansion of international flights. Although it was still common in
the 1990s to book return flights and ticket prices in Germany (probably) had fallen
less than in other European countries78, the number of routes and seats on offer almost
quadrupled. This also applies for flights to the USA, which concluded several open-skies
agreements in the 1990s, including EC member states and among them Germany.

There is a consensus that liberalisation has led to a significant and sustained expansion
and increased flexibility of supply within Europe. Transport economists Burghout and de

76 Statista, “Anzahl der Passagierflugzeuge”. Statista, “Fiihrende Low Cost Carrier in Deutschland im
Sommerflugplan der Jahre 2019, 2023 und 2024” [Leading Low-Cost Carriers in Germany in the Summer Flight
Schedules of 2019, 2023 and 2024], de.statista.com/statistik/daten/studie/12388/umfrage/top-10-der-low-cost-
carrier-in-deutschland-nach-anzahl-der-starts (accessed 17 June 2025).
77 Statista, “Konzernergebnis von Lufthansa in den Geschiiftsjahren 2013 bis 2024” [Lufthansa Group Results
for the Financial Years 2013 to 2024], de.statista.com/statistik/daten/studie/322194/umfrage/gewinn-von-
lufthansa (accessed 25 June 2025). See also the forthcoming book by Hartmut Berghoff, Manfred Grieger and
Jorg Lesczenski on Lufthansa, 1926-2026.

George Williams, Airline Competition: Deregulation’s Mixed Legacy (London: Routledge, 2002), 123-33.
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Wit proposed a periodisation. For the years 1990 and 1993, i.e. the period between the
second and third liberalisation packages, which was also characterised by macroeco-
nomic weakness, they find little evidence of an effect of liberalisation: the number of
routes increased slightly in the study area: EU1S plus Switzerland and Norway (EU15
+2). However, the frequency remained essentially constant and the number of airlines
per route even fell.

According to them, the second phase from 1994 to 2000 is characterised by the
“growth of flag carriers and hub systems”. A number of European flag carriers entered
into alliances with major US airlines and began or intensified hub-and-spoke networks.
The cooperation started with code-sharing agreements which often led to airline alliances,
the first of which was Star Alliance bringing together Air Canada, Lufthansa, SAS, Thai
Airways and United Airlines. Star Alliance made its debut in 1997 and was soon followed
by Oneworld and SkyTeam.”® In Germany, Lufthansa even established a second hub for
Star Alliance flights in Munich in 2003.%° In this second phase, the number and frequency
of routes within the EC rose sharply, as did the number of airlines per route, i.e. compe-
tition intensified.

The expansion of routes is also due to the emergence of LCCs, which have been added
since the third liberalisation package and shaped the third phase from 2001 to 2013. With
their new point-to-point services, they drew traffic away from the hubs of the flagship
carriers, so that although the number of routes and the number of airlines per route con-
tinued to rise, the route frequency fell®' — instead of Frankfurt-Marseille with Air France
or Lufthansa, it was now possible to fly Hahn-Montpellier thanks to Ryanair.®

This increasing competition has been described by Williams in the Frankfurt-London
route. Although the number of providers fell from nine to five between 1989 and 2000,
this was due to the discontinuation of occasional stopover connections by non-European
airlines, which did not play a role in terms of volume. In contrast, the number of seats on
offer increased by 59 per cent during this period, with additional airports such as Hahn on
the German side and Stansted on the English side now being offered. In 2001, Lufthansa
and BA shared the market on the traditional Frankfurt—Heathrow route, but the latter now
also flew to Gatwick, while Lufthansa offered City Airport and Stansted. Ryanair flew
Stansted—Hahn and Buzz Stansted—Frankfurt. While Lufthansa continued to charge com-
paratively high prices on the Heathrow route, it tried to undercut Buzz and Ryanair on the
Stansted route. In 2001, Lufthansa still had a market share of 52 per cent, BA 31 per cent
and the two LCCs together 17 per cent.®?

79 Cozmuta, “Airline Privatisation in Europe”, 150-53. Cozmuta, “Selling ‘“The World’s Favourite Airline’”.
80 Hans Moritz, “Heute vor 20 Jahren ging das Terminal 2 in Betrieb” [20 Years Ago Today, Terminal 2 Went
into Operation], Merkur 29 June 2023, www.merkur.de/lokales/erding/flughafen-muenchen-ort60188/
flughafen-muenchen-lufthansa-heute-vor-20-jahren-ging-das-terminal-in-betrieb-drehkreuz-92372076.html
(accessed 4 August 2025).

81 Burghouwt and de Wit, “In the Wake of Liberalisation”, 105-107.

82 Frankfurt-Hahn is a regional airport which evolved from the conversion of an American military airfield and
was supposed to relieve the airport of Frankfurt on Main. Hahn’s passenger business rose (and fell) with the
Germany business of Ryanair which started in 1999. Hahn is situated 115 road kilometres west of Frankfurt on
Main Airport. Hahn Airport, “About us”, www.hahn-airport.de/en/company/about-us (accessed 17 June 2025).
8 Williams, Airline Competition, 104—106.
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Table 2. Change in available seats and routes between 1989 and 2000 (in %).

Germany Spain France UK USA
Domestic: weekly seat offer +37 +76 +27 +53 +19
Routes +44 +18 -6 -2 +6
Abroad: weekly seat offer +285 +347 +181 +201 +161
Routes +273 +273 +110 +123 +149
Traffic to the USA (passenger volume 1990 v. 1998) +37 +24 +38 +33

Source: Williams, Airline competition, 6 fos, 10 fos, 149.

The market share of LCCs in the EU15+2 region rose from 3 to 27 per cent between
2001 and 2013. However, as in France, the share of LCCs in Germany was not as high as
in the UK, Spain or Italy. The many new flight connections led to a process of de-hubbing
during this phase. From the perspective of German passengers, this primarily affected the
airports in Brussels, Basel and Milan, which lost their hub function. The increasing com-
petition was also reflected in the revenue per passenger kilometre, which fell sharply in
US dollar terms, especially after 2011.

In 2014, there were signs of a further trend reversal as not only easylJet, but also the
market leader Ryanair, increasingly offered routes to the major airports whose
intra-European traffic had previously been largely reserved for the flagship carriers. In add-
ition, new competitors entered the market from Turkey, the Arabian Gulf and South-East
Asia, some of which were subsidised by the state, and developed their home airports into
hubs for air transport to South and East Asia as well as Australia and New Zealand.®*

It is difficult to quantify the extent to which deregulation has contributed to the signifi-
cant increase in passenger kilometres flown to and from Germany. In Figure 2, the pas-
senger kilometres flown to and from (West) Germany are divided by population
(solid line). The dotted line shows the (smoothed) rates of change. After years of rapid
growth in the 1950s and 1960s, growth levelled off from 1973 and into the early
1980s. Beginning already shortly before the time of the liberalisation of air transport
in the EU internal market, there was a renewed surge in growth, with the years 1992
to 1995 being particularly dynamic. There were declines in 2001 because of the attack
of 11 September and in 2009/2010 due to the global financial crisis.

Germany experienced a strong resurgence in air-transport growth starting in 1984.
However, the impact of liberalisation, at least from 1987 onwards, cannot be clearly
determined, as more precise data is lacking. It is very likely, though, that the boom
phase from 2003 to 2007 is linked to the strengthening of LCCs.

The impact of deregulation on airfares

Flying has become cheaper because of deregulation, but this is much more difficult to
prove empirically than one might think. Firstly, several factors generally have an

84 Burghouwt and de Wit, “In the Wake of Liberalisation”, 105-109.
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Figure 2. Passenger-kilometres (pkm) flown per capita of the population in (West) Germany
1953-2019. Note: Solid line indicates kilometres flown per capita; dotted line the rate of change in
5-year moving averages (in percentage). Unified Germany since 1991. Vertical lines stand for the
deregulation period, 1987 to 1997.

Sources: For pkm, Bundesministerium fiir Verkehr... Verkehr in Zahlen (1991, 2003/2004, 2021/
2022); for population: 1953-90, Statistisches Bundesamt, Statistisches Jahrbuch fiir Deutschland
1997 [Statistical Yearbook for Germany 1997] (Wiesbaden: Statistisches Bundesamt, 1997), 46;
1991-2019, Bundesinstitut fiir Bevdlkerungsforschung, “Bevolkerungsstand in Deutschland (1950—
2070)” [Population in Germany (1950-2070)], www.bib.bund.de/DE/Fakten/Fakt/B02-
Bevoelkerungsstand-1950-Vorausberechnung.html (accessed 17 June 2025).

impact on ticket prices in the medium and longer-term: quality, flexibility, the price of
kerosene®, the increasing efficiency of aircraft and the logistics behind them, such as
computerised reservation systems. Although the effect of liberalisation has been quanti-
fied using appropriate econometric methods by comparing prices on structurally similar
but differently liberalised routes and controlling for the other influencing factors
(difference-in-difference approach), the authors of these studies are interested in using
current price data, not data from further back in time.%°

85 For the development of kerosene prices since 1947, see: Federal Reserve Bank of St. Louis, “Producer Price

Index by Commodity: Fuels and Related Products and Power: Kerosene and Jet Fuels”, fred.stlouisfed.org/
series/WPUO0572 (accessed 17 June 2025).

Megersa Abate and Panayotis Christidis, “The Impact of Air Transport Market Liberalization: Evidence
from EU’s External Aviation Policy”, Economics of Transportation 22 (2020), 1-14. Andrea Gualini,
Gianmaria Martini and Flavio Porta, “Are Low Cost Carriers Airfares Still Lower? A Comparison with Full
Service Carriers in Europe”, Journal of the Air Transport Research Society 2 (2024), 1-13. Fichert,
“Wettbewerb im innerdeutschen Luftverkehr”, 102—104. E-mail from Fichert to the author, dated 28 December
2023. In the USA, the US Department of Transport collects and publishes ticket prices for flights to, from and
within the USA. See Peoples, “Airline Liberalisation”, 14.
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For the period of interest here, shortly before and after liberalisation, i.e. from around
the beginning of the 1980s to the mid-2000s, there is simply a lack of publicly accessible,
reliable data for Germany (or Europe).®” The little information available on airfares is of
poor quality or lacks comparability. Up to and including 1998, the German Federal
Statistical Office did publish airfares on individual routes, such as from Frankfurt on
Main to Berlin, Paris or New York. However, it only took into account price data
from Lufthansa. In 1999, the Statistical Office started using a broader data basis and
explicitly referred to the effects of deregulation. Nevertheless, this (seemingly) consider-
ably more representative data was only calculated back to 199558

Apart from that, the airfare data provided by the German Statistical Office for 1995 to
2010 is implausible. It suggests an increase of economy class airfares for German domes-
tic flights between 1995 and 2010 of 111 per cent(!) and for flights from Germany to
European destinations of 58 per cent (German consumer price index: +24.1 per cent).
Worse, it is inconsistent. For example, the change of economy class airfares for domestic
flights from 2005 to 2006 is —6 per cent in the volume for 2007 and +4 per cent in the
volume for 2012.%° Moreover, there is absolutely no anecdotal evidence that could
support an increase for domestic flight airfares between 2004 and 2005 of 31 per cent
(2007, p. 5), or between Germany and Austria of 127 per cent from 2010 to 2011
(2018, p. 9).°

Data providers such as IATA or OAG do not dispose of price information for the
period of interest here. The reservation systems Amadeus, which is of great importance
for European air transport, Galileo, and Sabre did not respond to corresponding
enquiries.”’

What is clear is that prices fell on the EC level. In its annual report for 2005, IATA
published highly aggregated data for the intra-European flight market. According to
this, ticket prices in the EU fell by just over 35 per cent in real terms between 1991
and 2004 as a result of liberalisation (Figure 3).

For the period from 2002 to 2015, Abate and Christidis analysed ticket prices for
flights from the EU to third countries with and without an open skies agreement.

87 Frédéric Dobruszkes, “Does Liberalisation of Air Transport Imply Increasing Competition? Lessons from

the European Case”, Transport Policy 16 (2009), 29-39, here 30-39. The US Department of Transport collects
domestic airfare data, but not for international flights to and from the USA. See U.S. Department of
Transportation, “Airline Rules and Fares”, www.transportation.gov/policy/aviation-policy/airline-rules-fares
(accessed 26 July 2025).

Statistisches Bundesamt, Preise und Preisindizes fiir Verkehr und Nachrichteniibermittlung (Fachserie 17/
9) (Wiesbaden: Statistisches Bundesamt, 2000), 31.
89 Statistisches Bundesamt, Preise und Preisindizes fiir Verkehr und Nachrichteniibermittiui (Wiesbaden:
Statistisches Bundesamt, 2007), 5. Statistisches Bundesamt, Preise und Preisindizes fiir Verkehr und
Nachrichteniibermittiui (Wiesbaden: Statistisches Bundesamt, 2012), 7.
% Statistisches Bundesamt, Preise und Preisindizes fiir Verkehr und Nachrichteniibermittlui (Wiesbaden:
Statistisches Bundesamt, 2007), 5. Statistisches Bundesamt, Preise und Preisindizes fiir Verkehr und
Nachrichteniibermittlui (Wiesbaden: Statistisches Bundesamt, 2018), 9.
°l E-mails between the Author and Lufthansa Archives (Frankfurt on Main) (8 November 2023), OAG (2
January 2024) and IATA (9 and 11 January 2024). The same holds for ADV (24 October 2024), BDM (23 May
2025), DLR (14 November 2024), Frankfurt Airport (12 December 2024), Stuttgart Airport (18 June 2025) and
the US Department of Transport (26 May 2025). Amadeus, ATPCO, BA Museum, Galileo, ICAO, Sabre and
TUI did not respond to enquiries.
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Figure 3. Real ticket prices in liberalised aviation markets (Europe and USA).
Source: IATA, IATA Annual Report 2005 (S. 1.: IATA, 2005), 9.

Using price data from the Sabre reservation system, they were able to show that liberal-
isation had a price-reducing effect above all when the partner country adopted the same
standards in air transport with the EU.?> However, this study does not allow any analysis
on a differentiated level for the air transport market in Germany or from there to other EU
countries.

In the absence of valid longitudinal data, we have to rely on contemporary analyses of
ticket prices, i.e. cross-sectional analyses. For routes from the UK, the Netherlands and
Germany to Italy, a team of authors used data from the Galileo reservation system for
the years 2001 to 2003 to show that ticket prices fell significantly after the fourth stage
of liberalisation when competition increased as a result of market entry. This applies
both to increased competition from traditional flagship carriers and in particular when
LCCs entered the market.”® The price-reducing function of competition from LCCs
hardly changed in Europe, at least until the last few years before the COVID-19 pandemic
(2016-19).>*

In an analysis for the year 2001, it was empirically shown for domestic German air
transport that Lufthansa remained the clear market leader, but that the ticket price on
domestic German flights was lower on those routes where the degree of concentration
was lower, i.e. where there tended to be more competition.”

92 Abate and Christidis, “The Impact of Air Transport Market Liberalization”.
9 Marco Alderighi, Alessandro Cento, Peter Nijkamp and Piet Rietveld, “Competition in the European
Aviation Market: The Entry of Low-Cost Airlines”, Journal of Transport Geography 24 (2012), 223-33. The
authors obtained the Galileo data with the support of KLM.
94 Gualini, Martini and Porta, “Are Low Cost Carriers Airfares Still Lower?”. A comprehensive presentation of
the empirical literature can also be found there.

Fichert, “Wettbewerb im innerdeutschen Luftverkehr”, 106 fos.
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Since we were unable to identify systematic historical airfare data, we compiled prices
for an exemplary route — Stuttgart to Berlin — from various sources. During the period of
allied air traffic restrictions, this route was operated exclusively by Pan Am and British
(European) Airways at least until October 1988 and was heavily subsidised by the
West German government (since 1962). In November 1988 Euroberlin (France) com-
menced operations, followed by Lufthansa, which had taken over the routes from Pan
Am in 1990, and Deutsche BA in 1992.%% In 1994, when Deutsche BA was competing
strongly with Lufthansa on this route, the price for Lufthansa’s cheapest economy
return ticket was, converted from Deutsche Mark, 153€ (thus cheaper than comparable
domestic routes without competition), whereas Deutsche BA charged 92€. Special
tickets at a Lufthansa fare of 50€ were considered sensationally cheap and sold out
very quickly.”” Lufthansa’s ordinary economy return ticket fare for the route was 377€
in 1995 and 230€ in 1997.°® The same route was served by four airlines in 2008.
TUIfly and Air Berlin, which regularly offered tickets to and from Berlin-Tegel for
19.99€ and 29¢€ respectively, were the cheapest providers when booked early. The LH
subsidiary Germanwings flew this route to Berlin-Schonefeld and charged a minimum
airfare of 40€ (one-way in each case). Lufthansa, which still served the route at this
time, was considerably more expensive.””

Figure 4 illustrates the decline in air fares on the Stuttgart—Berlin route. It presents the
prices for a return ticket, inflation-adjusted to the price level of 1990. Our focus here is on
the cheapest price at which one could fly from Stuttgart to Berlin (note that tickets were
subsidised by around 20 per cent until 1990).

Summary and outlook

The history of EU-wide deregulation of air transport has been frequently described. What
makes the German case particularly unique are the special rights of the Allies until 1990.
Until 1955, when the Federal Republic regained air sovereignty, foreign airlines com-
pletely dominated the market. With the resumption of flight operations by Lufthansa in
1955, the West German air transport market developed similarly to that of other
European countries — except for the fact that the largest city, West Berlin, could only
be served by Allied airlines until 1990. The increasing competitive pressure resulting
from EU-wide deregulation in the late 1980s manifested itself in a sudden rise in the
number of airlines that challenged or even displaced the market leaders of the 1970s
and 1980s — Lufthansa (scheduled flights), Condor, and LTU (both charter flights).
Particularly since the 1990s, the number of flight routes to and from Germany has
increased significantly. Traffic grew to such an extent that Lufthansa was able to establish
a second hub as the only European airline. Although Lufthansa was ultimately able to

% Seifert, Der deutsche Luftverkehr, 176, 214, 258-61, 264. From 1979 to (presumably) 1990, the subsidy
was around 20 per cent of the ticket price.

7 Seifert, Der deutsche Luftverkehr, 217. The prices quoted presumably apply to return flights.

%8 Lufthansa Archives, Fares Worldwide 121:1 (1 July 1995); Lufthansa, Fares Worldwide 127 (1 February
1997).

% Private information from the author’s own flight tickets.
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Figure 4. Fares for a return ticket (economy class) on the route Stuttgart—Berlin (in prices of
1990).Sources: ABC World Airways Guide December 1967, part 2; August 1977, part 2. Lufthansa,
Fares (I June 1985), part |; Fares Europe 101 (I July 1990); Fares Worldwide 121:1 (I July 1995); 127
(I February 1997). Seifert, Der deutsche Luftverkehr, 217 (for 1994). Private information from
author (for 2003 and 2008). We thank Luisa Schiirmann of the Lufthansa Archives for supporting
us with LH fares.

Notes: Reported prices are converted to Euro and then deflated using the official consumer price
index taken from Statistisches Bundesamt, Verbraucherpreisindizes fiir Deutschland. Lange Reihen ab
1948, www.destatis.de/DE/Themen/Wirtschaft/Preise/Verbraucherpreisindex/Publikationen/
Downloads-Verbraucherpreise/verbraucherpreisindex-lange-reihen-pdf-56 | | 103.pdf?__ blob=
publicationFile&v=107 (accessed |6 June 2025).

drive the national competitors that had emerged in the meantime out of the market, the
competitive pressure from foreign LCCs was so great that the company was hardly
able to make any profits.

The decline in relative prices for flights to and from Germany during this period can be
substantiated through econometric cross-sectional studies for the EU and anecdotal evi-
dence for Germany. However, the specific roles played by deregulation on the one hand
and increasing technical efficiency on the other have not been conclusively determined in
this paper. Future research will need to conduct a more precise quantitative analysis of
these factors. A database containing historical airfares would be essential for such an
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endeavour. The contribution of liberalisation to the reduction in ticket prices could then
be estimated relatively simply using difference-in-difference analyses.

Overall, the evidence suggests that deregulation was highly successful: more Germans
were able to travel to more destinations more safely and for less money. However, three
decades after deregulation, the disadvantages, such as overtourism and, in particular
climate impacts, become apparent.'® Because the negative impact on the climate is a
classic external effect (i.e. one that is not priced in without regulation), air transport
will continue to require regulation.
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