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Abstract:

The regulatory framework of the Japanese airline industry is going through a
significant change in from price and entry controls to competition policy. The
challenges in this transformation is reviewed and analyzed. First, history of
deregulation in the last twenty years is briefly described. Second, four cases of
(potential) disputes regarding regulation are reviewed from a traditional
anti-competition policy viewpoint and competition policy viewpoint. First, the merger
of JAL and JAS is examined whether the scale economy should be pursued at the
potential risk of monopolistica power. Second, the shuttle service between Tokyo and
Osaka was created as a cartel of three airlines. This was justified for convenience of
passengers with contestable pressure from bullet train. Third, when the landing fee
was proposed to be raised, airline companies tried to pass them onto airfares, and
then it was blocked by the Ministry of Transportation. Fourth, when new airline
entered into a market between airports in Kyushu and Tokyo, the incumbent carriers
lowered the airfare to match the new carrier's airfare. This was warned as a possible
violation of antitrust policy by the Fair Trade Commission of Japan. The airfares of

incumbent were raised. This was justified as keeping the market contestable.



