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This paper annually estimates the economies of density, scale and scope with the data of cost and
output of 27 leading air carriers to suggest the political findings and strategies of raising the cost
efficiency of our air transport industry. The estimation results and their implications are as follows. First,
KAL and AAR would reduce their cost if they could increase international route density. Second, KAL and
AAR would reduce their cost if they could expand the network but save their cost more effectively if they
could increase international route density rather than expand the network. Third, the minimum efficient
scale that minimize average cost of two national flag carriers which operate by the present output ratio
among domestic passenger, international passenger and freight appears to be larger than each present
output level of KAL and AAR. Meanwhile, it appears that minimum efficient scale of small size low cost
carriers which operate domestic-oriented route is much smaller than minimum efficient scale of national
flag carriers. Finally, it appears that there exists the diseconomies of scope between domestic passenger
and the other outputs, that is, international passenger and freight and therefore save their cost if freight
output ratio is higher and domestic passenger output ratio is lower than the present level.
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KAL AAR

U4 AR e A U4 A 32 A
1991 1.799 2.087 0.895 1.047 1.586 1.808 1.139 1.152
1992 1.792 2.188 1.215 1.050 1.623 2.207 1.836 1.184
1993 1.724 2.116 0.903 1.038 1.752 2.207 1.787 1.129
1994 1.647 2.017 0.089 1.025 1.954 2.408 1.967 1.129
1995 1.492 2.014 0.271 1.020 1.962 2.255 1.519 1.097
1996 1.392 2.013 0.280 1.020 1.984 2.265 1.501 1.089
1997 1.420 2.062 0.485 1.015 2.274 2.395 1.547 1.087
1998 1.772 2.223 1.146 1.038 2.622 2.741 2.438 1.124
1999 1.522 2.179 1.161 1.037 2.577 2.894 2.499 1.118
2000 1.167 2.065 0.928 1.031 2.225 2.570 2.039 1.098
2001 1.213 2.001 0.589 1.026 2.035 2.357 1.672 1.086
2002 1.190 1.877 0.087 1.028 1.982 2.150 0.917 1.080
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KAL AAR
TIAEE | 5098/ | SARe | Sae/aE | susesa | s/
1991 -0.161 0.271 -0.209 -0.183 -0.073 -0.168
1992 -0.239 0.218 -0.211 -0.491 -0.101 -0.151
1993 -0.171 0.394 -0.190 -0.382 -0.118 -0.190
1994 -0.015 0.636 -0.193 -0.402 -0.147 -0.235
1995 -0.053 0.703 -0.168 -0.266 -0.045 -0.245
1996 -0.056 0.800 -0.145 -0.263 -0.013 -0.244
1997 -0.102 0.756 -0.156 -0.233 0.006 -0.276
1998 -0.223 0.437 -0.183 -0.370 -0.142 -0.284
1999 -0.239 0.544 -0.131 -0.437 -0.164 -0.292
2000 -0.207 0.681 -0.085 -0.379 -0.077 -0.260
2001 -0.128 0.742 -0.104 -0.308 0.008 -0.237
2002 -0.017 0.753 -0.110 -0.138 0.093 -0.243
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